
Sh-sh-shake it off
The bank of Japan took the words 
of Taylor Swift to heart as plans to 
shake off inflation. BoJ policy member 
Nakamura said he expects inflation 
to fall in the middle of the next fiscal 
year (i.e. September 2023) without  
wage-price inflation kicking in and the 
BOJ is not expecting wages to drive 
inflation as current price increases 
are not accompanied by wage hikes. 
Nakamura also reiterated the recent 
comments from BOJ Governor Kuroda 
that the BOJ will continue with monetary 
policy easing. His comments will no doubt 
disappoint the market as it increasingly 
prices in a BOJ pivot to a hawkish stance. 
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Real wages (after accounting for 
inflation) in Japan fell -2.6% in the year 
to October, its biggest fall in more than 
seven years, as headline inflation sits at 
3.7%, however, nominal pay rose for the 
10th straight month. Japanese service 
sector sentiment index rose to a three 
year high, while the manufacturing sector 
index posted its first positive result in 
three months.

The Bank of Canada raised the target for 
its overnight rate by 50bps to 4.25% in 
its last meeting of 2022, and in line with 
market expectations, driving borrowing 
costs to their highest levels since 2008. 
Looking ahead, the central bank will be 
considering whether the policy interest 
rate needs to continue rising further 
to bring supply and demand back into 
balance and return inflation to target, in 
a sign the tightening campaign could be 
near an end.

Australian GDP grew at 0.6% in the 
September quarter, a smidge below the 
0.7% expected and down from the June 
quarter’s 0.9%. For the year, growth 
was a solid 5.9% although the market 
was expecting 6.3%. Compensation to 
employees (i.e. wages) increased 3.2% in 
the quarter, its strongest rise since 2006 
driven by a tight labour market, which 
will worry the RBA. Even more worrying 
for the RBA, will be the decrease in 
household savings ratio from 8.3% to 
6.9% as the cash rate hikes start to eat 
into household savings. The RBA has 
been vocal about the robust savings 

levels built up since the start of the 
pandemic which it sees as cushioning the 
blow of rate hikes for households.

Exports out of China have declined a 
steep 8.7% year-on-year fin November 
2022, substantially more than market 
consensus on a 3.5% contraction 
following the 0.3% fall a month earlier. 
It is the steepest fall since February 
2020 amid weakening global demand as 
inflation and aggressive monetary policy 
tightening by major economies continues. 

Oil…I knew you were trouble 
Oil prices have been falling since the 
start of last month and have since hit $74 
per barrel, remaining under pressure 
as economic warnings from major US 
investment banks weighed on the 
demand outlook with risk assets taking 
a beating…a consistent trend for much 
of the year.  The US oil benchmark is 
hovering near its lowest levels in almost 
a year, with JPMorgan Chase CEO, Jamie 
Dimon saying that persistently high 
inflation will dent consumer spending 
and most likely drag the world’s largest 
economy into a recession next year.

Markets were relatively subdued 
overnight, on the currency front the 
NZD firmed slightly against the USD and 
AUD, with expectations that the kiwi will 
continue to fly as we close out 2022 and 
kick into 2023.
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