
I’m all PMI’d out!
The US PMIs improved to 46.6 
from December 45.0 to remain in 
contractionary territory as activity in 
both the service and manufacturing 
sectors fell less than expected.

There was also a positive spin in the 
Eurozone with the PMI prints suggesting 
the wider economy may achieve a soft 
landing after the composite index rose 
above 50 for the first time since June to 
reach 50.2 in January. Services led the 
way at 50.7 while manufacturing also 
improved to 48.8. In other headlines, 
Germany’s GfK consumer indicator rose 
to -33.9 from January’s revised -37.6. 
The Germany government expects its 
economy to grow 0.2% this year, instead 
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of the -0.4% contraction it predicted 
in October, however it downgraded its 
growth forecast for 2024 to 1.8% from 
2.3%.

Unfortunately, the UK PMI data signalled 
further weakness after output fell at its 
sharpest pace in 2-years as the composite 
index slid to 47.8 from 49.0, which well 
below consensus.

Japan’s stronger services PMIs at 52.4 
helped lift the composite gauge back 
into expansionary territory rising to 
50.8 from 49.7, although manufacturing 
remains in the doldrums at 48.0.

New Zealand service PMIs remained 
in expansionary mode at 52.1, falling 
slightly from November’s 53.7. There 
was some bad news after MediaWorks 
announced 90 staff are to lose their jobs 
in an effort to cut costs after revealing 
two-thirds of the company’s costs were 
labour related.

The Judo Bank Australia service PMIs 
increased to 48.3 in January from 
the prior months 47.3, while the 
manufacturing PMIs slowed to 49.8 
from December’s final reading of 50.2 to 
register the index’s first contraction in 32 
months.

Other Australian headlines showed 
December business confidence improved 
to -1 from its previous -4 as business 
conditions fell to 12 from 20, while the 
Judo Bank Chief Economist announced, 

“We expect the RBA to hike the cash rate 
by 25bp in February and March before an 
extended pause. Further rate hikes may be 

required later in 2023 if the economy and 
inflation prove more resilient than current 
consensus forecasts suggest.” He then 
added, “Inflation pressures may abate 
somewhat but the risk for the RBA is that 
inflation remains stubbornly high well into 
2023. This could maintain upward pressure 
on inflation expectations and wages growth.”

Up, down, and a little bit 
sideways!
While it is not the first time the US has hit 
its debt limit, and there is still a lot to pass 
under this bridge, should the US default 
on its debt, one analyst has forecast it 
would cost 6 million jobs and push the 
jobless rate to 7.0%. On a positive note, 
one analysis suggested the debt limit may 
bringing forward the end of QT given 
that by shrinking its bond portfolio by 
up to USD95 billion a month, the Fed is 
draining liquidity from the system which 
would trigger a more rapid shrinking of 
commercial banks’ reserves.

International equity markets made 
modest gains as investors geared up 
for further earnings reports. The US-
dollar index continued is slow grind 
lower having broken below the 102.65 
level, although the sell-off appears to 
be stalling. This saw the NZD/USD and 
AUD/USD consolidate above the 0.6500 
and 0.700 levels respectively, but there 
doesn’t appear to be a great deal of 
conviction at this stage. Treasury yields 
edged down with the T-bond easing 5bps 
to 3.46%.
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