
Sudden death
With the last round of group games from 
the FIFA world cup starting this morning, 
the competition has essentially become 
sudden death, with most teams knowing 
that they need a win to get to the knock-
out stages. 

But the real question of the day is whether 
it’s sudden death for the US Dollar Index 
as well, as its strength starts to wane as 
traders look to square positions and trim 
bets on the pace of Fed hikes. And right 
on cue, according to JPMorgan, the USD 
is no longer a straight, one-way buy, while 
Morgan Stanley predicts it’ll peak this 
quarter and fall through 2023. The ‘hot’ 
money is forecasting the EUR, JPY and 
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Korean won to be the main beneficiaries 
… but I wouldn’t whole-heartily buy into 

that consensus. At this stage, if you 
have any concerns or worries, give your 
friendly Bancorp Treasury advisor a call 
to find out what’s really going to happen!    

Interestingly, going into the NZ close last 
night, the NZD and AUD got a boost after 
the Chinese State Council called a press 
conference, with rumours circulating 
that China would dial back Covid 
restrictions in response to widespread 
protests over the weekend. Ultimately 
it was announced that China would 
ramp up vaccinations amongst its senior 
citizens in what would be a key move to 
any reopening.

The NZIER announced it expects the 
OCR to peak at 5.00% in 2023 as, “We 
expect the negative impact of higher interest 
rates on demand will become more apparent 
around mid-2023, such that the Reserve 
Bank will not need to increase interest 
rates by as much as it currently expects 
to.” Meanwhile, one of the local banks 
took on a more optimistic approach 
announcing, “Our initial estimates are that 
CPI inflation over the next two quarters will 
come in well below the RBNZ’s forecasts. 
This opens up a potential pathway for a 
lower peak in the OCR.”

Ahead of tonight’s Jerome Powell speech, 
Richmond Fed President Thomas Barkin 
stated, “(We) expect to see continuation of 
solid job growth. You’ve got to get inflation 
under control, and make sure it is before you 
can talk of loosening (policy).”

While Asian and European equity 
markets were boosted by the rumours 
from China, US markets took a more 
pessimistic approach. Oil prices firmed as 
word spread that OPEC producers may 
decide to reduce output further, while 
the US 10-year Treasury yield firmed 

6bps to 3.74%. 

Around the world in 140 words!
US house prices fell for the 5th 
consecutive month after the S&P 
CoreLogic Case-Shiller 20-city home 
price index increased by ‘just’ 10.4% 
yoy to record its lowest increase since 
December 2020 against forecasts 
for 10.8%, while, in the UK, mortgage 
approvals dropped sharply to 59k in 
October, down from September’s 66k 
and below forecasts at 60.2k. In Japan, 
the unemployment rate flatlined at 2.6% 
in October, near its 2-year 2.5% low, 
while retail sales increased to 4.3% in the 
year to October which was below market 
forecasts at 5.0%. German consumer 
price inflation fell to 10.0%, slightly lower 
than October’s all-time high of 10.4%. 
Finally, Canadian Q3 GDP expanded 
0.7% to record its 5th consecutive 
quarter of growth following Q2’s 0.8%. 
Growth in exports, non-residential 
structures, and investment in inventories 
were moderated by declines in housing 
investment and household spending.
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