
US markets are enjoying the 
Kool-Aid!
Last night US equity markets took on 
a Monty Python attitude, choosing to 

“always look on the brightside on life,” ahead 
of tonight’s CPI data and the Fed and 
ECB meeting later in the week. Whether 
this optimism proves to be mis-guided, or 
relevant, remains to be seem but there 
is no doubt that this week’s releases 
will set the tone for Q1 2023. This saw 
US equity markets make modest gains, 
although other markets were a little 
more sanguine, with European and Asian 
bourses slightly lower. Treasury yields 
also firmed, with the US 10-year treasury 
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4bps higher at 3.62%. Oil prices rose 
3.0% to USD74 per barrel, recovering 
sharply from their daily lows of around 
$70 as optimism built around about the 
China re-opening story. The US-dollar 
was slightly firmer, which saw the NZD 
and AUD ease back a touch.

And speaking of the Kool-Aid, last night 
was ‘data-lite’ with just a couple of 
releases. In the US, the NY Fed’s inflation 
expectations survey fell to its lowest 
levels since August 2021 with inflation 
expected to be 5.2% over the coming 12 
months, which was down on October’s 
5.9%. The 3-year and 5-year expectations 
also fell. The decrease was broad-based 
across education and income groups, 
with consumers seeing lower price rises 
for home, gas, food, and rent.

Meanwhile, US Secretary of State Janet 
Yellen expects US inflation will be much 
slower by the end of next year if there 
are no unanticipated shocks. She ‘hopes’ 
elevated prices will be “short lived” adding 
that she’s seen positive signs including 
lower shipping costs and shortened lag 
times for deliveries.

The British economy expanded 0.5% 
in October for the UK’s biggest surge 
in growth in nearly a year and above 
forecasts of 0.4%. It follows a 0.6% 
contraction in September, when an 
additional bank holiday for the funeral of 
Queen Elizabeth lowered the output.

In Japan producer prices have increased 
at an annualized 7.2% rate in November 
from October and is now 9.3% higher 
than this time last year. Japanese 
factories struggled with the double 
whammy of high commodity prices and a 
persistently weakening yen. 

Apologies for making you all feel 
depressed, but according to New 
Zealand’s QV House Price Index, 
November household prices decreased 
2.9% nationally over the three months 
ended November, with the average value 
falling more than NZD100k from the 
start of the year to reach NZD945k.

Enjoy the pause!
With markets undertaking some last-
minute adjustments before tonight’s CPI 
print and the Fed/ECB later in the week, 
enjoy the pause before the proverbial 
hits the fan! There is no doubt volatility is 
embedded, and that will remain the case 
in 2023, so, put your feet up and enjoy 
that cup of tea, because its going to be 
chaotic later in the week!   
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