
Following on from writing his 
name into the New Zealand 
history books …

… with New Zealand’s largest ever OCR 
increase, Adrian Orr advised the public 
to ‘cool the jets’ and to “think about saving 
rather than consuming. I know it’s a strange 
concept.” Basically, this Governor is going 
to hike until it hurts … and it will hurt!

While the OCR increase to 4.25% from 
3.5% was forecast by most economists, 
the RBNZ’s increase in the perceived 
OCR peak to 5.5% in Q2-Q3 2023 was a 
significant increase from their previous 
4.1% peak. The committee considered 
raising the OCR by as much as 100bps 
with Mr. Orr warning that a shallow 
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recession for 2-3 quarters next year was 
likely and that the only way to get rid of 
it is to reduce spending. He then added 
household spending must “come back 
down” and that inflation expectations 
need to be anchored to prevent a 

“heinous spiral.” Currently, the break 
down between domestic and global 
inflation pressures is about 50:50, “an 
even balance,” but the record levels of 
employment meant the labour market 
is adding to the stimulus. But while the 
RBNZ wants to get into a position where 
it can “watch, worry and wait” about where 
inflation is headed, the message Mr. Orr 
emphasised was that many of the price 
pressures in the economy, including the 
run-up in housing prices, were the result 
of factors beyond the RBNZ’s control, 
i.e., it’s a fiscal issue as well! Always the 
political beast, Mr. Orr didn’t directly 
blame the very people who extended his 
contract for another 5-years, but simply; 
immigration, government spending, 
and supply/demand issues – all directly 
related to government! 

And speaking of the Government, ahead 
of the RBNZ, Finance Minister Grant 
Robertson announced that a global 
recession “is on our doorstep” and that it 
is “inevitable” that interest rates in New 
Zealand will rise to curb inflation. As a 
result of higher borrowing costs and a 
global slowdown, the domestic economy 

“faces significant challenges.”

Australian preliminary PMIs showed 
manufacturing falling to 51.5 from 
52.7 while services plummeting to 

47.2 from 49.3. Eurozone composite 
PMIs rose in November to 47.8 from 
47.3 as German factory output shrank 
for a fifth consecutive month. In the 
US, manufacturing PMIs fell to 47.6 in 
November from 50.4, durable goods 
orders increased 1.0% in from 0.3%, 
jobless claims came in higher than 
forecast at 240,000, and new home sales 
rose by 7.5%.

We also had some central bank 
commentary with the Fed’s Esther 
George announcing, “As we tighten policy, 
excess savings is going to be key factor as 
savings could provide further impetus to 
consumption.” We then had the BoE’s 
Pill state, “Further rate action likely to be 
required to ensure inflation will return to 
2.0%” while the ECB’s Centeno added, 

“75bps interest rate hikes cannot be the 
norm.”

The PBoC cut their reserve requirement 
ratio by 25bps for most banks, and by 
50bps for smaller lenders.

Ahead of the Thanksgiving holiday, 
equity markets were mildly positive, 
although oil prices sank -4.0% as the EU 
suggested a Russian oil price cap around 
USD65-USD70. The T-bond was 2bps 
lower at 3.73%, although NZ swap prices 
remained steady from their post-RBNZ 
spike. The 2x10 year spread is at -80bps 
this morning. The NZD/USD also gapped 
higher and is now above the 0.6200 level, 
although NZD/AUD remains flat on last 
night’s close.   
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