
Yesterday it was all about our 
old, familiar friend …
Inflation, only this time the story was 
based in Australia!

And while the headline Australian CPI 
prints came out in line with expectations, 
at 0.8% for the quarter and 3.0% for the 
year, the core inflation measures created 
a scandal as they exceeded expectations. 

The trimmed mean hit its highest level 
since 2015, at 0.7% and 2.1% against 
expectations at 0.5% and 1.8%, while the 
weighted median was at 0.7% and 2.1% 
when just 0.5% and 1.9% was expected. 
So, with the ‘core’ measures implying that 
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inflationary pressures are potentially 
more “imbedded” than previously thought, 
it has placed a greater focus on what 
is, and what isn’t transitory. In saying 
that, Australian wage growth remains 
unimpressive, and while policymakers 
have maintained that 2024 is the earliest 
that they would be targeting any rate 
hikes, more surprises like this inflation 
print will keep the pressure on the RBA.

Regardless of the transitory debate, the 
fixed income markets took the core 
prints to heart and, as in New Zealand last 
week, the swaps market rallied strongly. 
The 3-year swap rallied 25bps to 1.32%, 
compared to just 0.40% a month ago, 
while the OIS market has increased its 
August 2022 cash rate pricing from fully 
pricing in a hike to 0.25%, to now showing 
an 80% chance the rate will be at 0.50%! 
The release also supported the AUD and 
NZD in the currency markets, although 
the general weakness in equity markets 
capped their progress. Commodities 
were also weaker, as energy prices eased, 
while the US 10-year Treasury yield 
crashed to 1.52% (down 8bps overnight).     

The BoC also caught a few market 
traders out last night when they 
announced an end to their bond buying 
programme, moving into a ‘reinvestment’ 
phase during which they will purchase 
Canadian Government bonds solely to 
replace maturing bonds. 

The central bank also suggested interest 
rate increases could start sooner than 

previously expected, possibly as early 
as Q2 2022, “although the very unusual 
challenges of reopening an economy make 
this timing more uncertain than usual.”

Yesterday, New Zealand business confi-
dence in October fell to -13.4, which was 
considerably lower than September’s 

-7.2, although there was some positivity 
as the own activity outlook improved to 
21.7, from 18.2, as “inflation expectations 
jumped almost half a percent to 3.45%.”

Germany’s November GfK consumer 
confidence surged to 0.9 against its -0.5 
forecast, improving for a second month 
running despite rising inflationary 
pressures as “German citizens seem to 
be expecting even more price hikes, which 
is why they consider it prudent to make 
purchases now to avoid even higher prices 
later.” The Germany September import 
price index also rose to 1.3% as rising 
cost pressures continue to reaffirm the 
trend of higher prices in general across 
the German and euro area economy. 

Chinese industrial profits increased 
16.3% in the year to September from 
the previous 10.1% due to “Strong profit 
rises in mining and raw materials industries.” 
China Telecom’s US subsidiary has been 
given 60 days to discontinue its US 
services after operating there for nearly 
20 years.

Stay safe, save your water before the 
Government gets it, and hey, let’s be 
careful out there!
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