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Fed fun day

The Fed played todays FOMC meeting 
with a straight bat leaving their federal 
funds target range unchanged at 0-0.25% 
signalling it would stay there through to 
2023, and possibly even longer! 

The vote was 8-2 with Dallas Fed 
President, Robert S Kaplan, preferring 
to retain a “greater policy rate flexibility,” 
while Minneapolis Fed President, Neel 
Kashkari, was in favour of waiting for a 
rate hike when “core inflation has reached 
2% on a sustained basis.” 

There was also a subtle change in the 
statement with the inclusion that the 
Committee “will aim to achieve inflation 
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moderately above 2% for some time, so 
that inflation averages 2%,” while they 
also amended their economic forecasts 
to reflect a smaller decline in GDP 
predicting the US economy will shrink 
3.7% in 2020, compared to the 6.5% 
drop projected in June, and a lower 
unemployment rate at 7.6% for this year 
against an earlier forecast of 9.3%.

The Fed repeated it will continue 
buying Treasuries and mortgage-backed 
securities “at least at the current pace to 
sustain smooth market functioning,” but 
while markets were in positive territory 
heading into the announcement, the 
statement added a little more fuel to the 
equity fire, over the course of the Q&A 
session the market started to loose some 
of its shine as the Chair did not allude 
to more QE nor extending their bond 
purchase programme out across the 
curve. 

The S&P500 and Nasdaq have turned 
negative and the Dow is dropping from 
its intra-day high. In a similar vein, 
treasuries were unimpressed with the 
10-year yield at 0.69% while currency 
markets are steady with the NZD/USD 
at 0.6727 and the AUD/USD at 0.7297, 
although the NZD/AUD has firmed a 
touch top 0.9220.

In other news, the latest tech company 
has arrived, and it is called Snowflake! 
Snowflake, who provide public cloud 
services, saw their shares rallied 119% on 
its IPO today, and while it is now valued 

at almost USD68 billion, it is hoped that 
one day it may even make a profit! 

NZ, not so fun day 

The NZ pre-election Economic and 
Fiscal Update released yesterday by the 
New Zealand Treasury outlines that the 
outlook for the governments books is 
similar to what was suggested in the  
May budget.

The lockdown rebounds have translated 
into a stronger starting point for the 
nation than what was previously expected, 
while the longer-term forecasts (2024) 
are expected to be slightly dimmer. 

Treasury’s forecasts of June quarter GDP, 
despite being more bearish than any of 
the banks, was a lot more positive than 
their May forecast … forecasting only a 
16% drop from the 24.5% contraction 
previously predicted. 

Meanwhile its forecasts for peak 
unemployment have fallen from 9.8% 
to 7.8% but expect this period of higher 
unemployment to last longer than 
previous estimates. 

The NZDMO have downgraded  
their bond issuance guidance by  
NZD10 billion over the four year  
horizon which saw yields drift lower  
and flatten yesterday.
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