
Way to go, Zoi! 
Congratulations to Zoi Sadowski-Synnott 
for winning New Zealand’s first ever 
Winter Olympics gold medal! 

Following on from Friday evenings stellar 
releases, where 467,000 US workers 
returned to the workforce and hourly 
earnings increased 0.7% on the month, 
financial markets have retained their 
volatility. This has been most noticeable 
in the government bond markets with the 
sell-off intensifying overnight as investors 
continued to re-position portfolios amid 
heightened talk of tighter monetary policy. 
In the US, the 10-year yield soared above 
1.93%, its highest yield in over two years, 
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while the German 10-year bund soared 
to yield 0.23%, its highest level in three 
years, after Klaas Knot, the Dutch Central 
Bank President and a member of the CB’s 
governing council, stated, “Personally I 
expect our first rate increase to take place 
around the fourth quarter of this year. 
Normally we would raise rates by a quarter 
percentage point, I have no reason to expect 
we would take a different step.”

The head of the IMF, Kristalina Georgieva, 
added to the inflationary theme stating, 

“It is too early to say if the world is facing an 
era of sustained inflation. Policymakers 
must calibrate actions to country-specific 
circumstances in 2022, including inflation 
and available fiscal space.” 

However, it is a different situation in 
Japan, where the BoJ Governor, Haruhiko 
Kuroda, announced, “even when stripping 
off one-off factors, Japan’s consumer 
inflation is weaker than that of US, Europe. 
It is hard for inflation to hit 2% unless wages 
rise in tandem with prices. The biggest 
factor behind Japan’s weak price growth is 
the fact that households and firms act on 
the assumption prices won’t rise much. It is 
important to maintain powerful monetary 
easing to support the economy, generate 
wage and price growth.” But in spite of 
these pessimistic comments, Japanese 
government bonds, or JGB yields, are 
getting dragged higher with the 10-year 
hitting 0.197%, its highest level in six 
years! 

Interestingly, in amongst the continuing 
concerns of inflationary pressures and 

higher rates, energy prices gave up some 
of their recent gains with natural gas off 
8.0% while crude eased 1.5%, although 
it should be noted that oil is still above 
USD90 a barrel.  

In other headlines, industrial production 
in Germany unexpectedly edged down 

-0.3% in December following on from 
November’s upwardly revised 0.3% 
increase, New Zealand building consents/
permits increased 0.6% in December 
which flatlined with November’s 0.6% 
increase, and, in Australia, Q4 retail sales 
jumped 8.2% exceeding forecasts of 7.0% 
while the government’s foreign currency 
reserves increased to AUD810.1 billion. 

In political news, the Japanese govern-
ment is looking at diverting some supplies 
of imported liquefied national gas to 
Europe in preparation of a cut-off of 
gas flows to the region in the event of a 
Russian invasion of Ukraine while the US 
and Japan are set to announce a deal to 
cut US steel tariffs.

Broadly speaking  
Equity markets have struggled for 
direction since Friday’s US data with 
North American bourses flat, although 
European markets have made modest 
gains. 

The numbers also helped to arrest the 
recent USD weakness, although it should 
be noted that the EUR/USD remains at 
1.1425 while the AUD and NZD are above 
the 0.7100 and 0.6600 levels.
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