
OCR uncertainty
It’s a big call, but one that makes a great 
deal of sense … KiwiBank has called for 
the RBNZ to pause its rate hiking cycle 
as “we deal with the devastating impact of 
Cyclone Gabrielle. The RBNZ can (always) 
come back in April and resume tightening if 
required.”

In Australia, maybe Mr. Lowe knows 
something we don’t after the January 
Australian job report saw employment 
fall -11.5k, when expectations were 
for 20k jobs to be added! This saw the 
unemployment rate increase from 3.5% 
to 3.7%, an 8-month high, while the 
participation rate was a smidge lower 
at 66.5%. Meanwhile, the University 
of Melbourne’s consumer inflation 
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expectations survey forecasts Australian 
inflation will fall to 5.1% in a years’ time, 
from January’s 5.6% forecast.

If anyone is thinking US inflationary 
pressures are going to plummet back 
to pre-Covid levels, they’d better think 
again after producer prices increased 
0.7% in January to its highest level in 
7-months and ahead of market forecasts 
at 0.4%. Goods prices jumped 1.2%, 
led by a 6.2% surge in gasoline, while 
annual producer inflation slowed to 6.0%, 
compared to forecasts of 5.4%. There 
was some positive news for the inflation 
bears though after initial job claim 
printed steady at 194k, housing starts 
fell by 4.5%. Household debt surged by 
USD394 billion to a record USD16.90 
trillion.

But what is concerning is the US debt 
ceiling standoff. Yes, it probably won’t 
become an issue until June, but it may 
be far worse for markets than in 2011. 
Currently, annualised payments to 
service US debt rose to USD773 billion 
at January month-end, but last years’ 
rising interest rate environment has 
added USD300 billion to those interest 
payments in the last 12-months alone, 
and with yields having rallied further this 
month, the cost to service this debt will 
inevitably see another significant notch 
higher.

Chinese January house prices were flat 
at 0.0% following December’s -0.25% 
easing. For the year, prices are down 

-1.5%, undermining sentiment in what up 
until now has been a one-way bet. 

While European bourses had a positive 
session, north American equity markets 
fell after the stronger than expected 
producer prices underscored the 
embedded inflationary pressures within 
the US economy. Treasury yields pushed 
higher with the T-bond lifting to 3.83%, 
which supported the US Dollar Index and 
saw the NZD weaken, although the AUD 
and EUR were flat.  

And to grab a headline ...
Goldman Sachs has cut their US 
recession probability from 35% to 25%, 
Standard Chartered have revised their 
peak Fed funds rate higher, from 4.75% 
to 5.25%, and UK inflation fell for the 
third month in a row to hit 10.1%, down 
from October’s 41-year high at 11.1%. 
BoC Governor Tiff Macklem announced, 

“The labour market is too tight and needs to 
get better balanced,” while Cleveland Fed 
President Loretta Mester stated, “The 
Fed has come an appreciable way in bringing 
policy from a very accommodative stance to 
a restrictive one, but we have more work to 
do. The incoming data has not changed my 
view that we will need to bring the fed funds 
rate above 5.0% and hold it there for some 
time to be sufficiently restrictive.”
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