
Adrian jumps from the high 
board …

… stating the rate “hike is largely already 
priced into mortgage rates. I just checked 
the pricing and, if it was a dive, we would 
have scored a perfect 10 given there was 
no splash.” Funny but I always pictured 
Adrian doing a bomb from the 10-meter 
platform rather than a synchronised 
dive!

To be fair, the script for hiking the 50bps 
to 4.75% at this meeting was probably 
written at Christmas, and nothing has 
changed the Committee’s opinion since 
then, not even the cyclone, and as Mr. 
Orr stated, “the real discussion was 50bps 
or 75bps, not 25bps.” But while “near-term 
price pressures will remain elevated, and 
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there is the potential for the post-cyclone 
rebuild to fan inflation,” there was one 
subtle difference in that “there are early 
signs of price pressure easing,” which has 
raised the possibility that 5.50% might 
actually be the peak.   

The RBNZ’s initial assessment of the 
cyclone is that it will place an additional 
strain on resources, particularly in 
food, used cars, construction, and 
maintenance materials, which will likely 
increase inflation by 0.3% in both Q1 and 
Q2 2023. The recovery will likely add 
about 1.0% to GDP in the coming years. 
Unfortunately, a period of economic 
contraction remains highly likely with an 
overall peak-to-trough decline in GDP 
assumed to be about 1.0% over 2023. 
Employment may also fall below its 
maximum sustainable level.

And this probably explains why we are 
in this position … NZ January credit 
card spending surged 4.4% following 
December’s -1.6% decline. On the year, 
card spending has surged an incredible 
17.9%!

Off the back of a 50bps hike, I would have 
thought we’d see a stronger rally in swap 
pricing, but the market has taken refugee 
in the signal that pricing pressures are 
easing. This has seen swap rates open 
broadly unchanged from their pre-
MPS levels, although the 7 and 10-year 
pricing is a couple of points lower. The 
NZD is 20-30pips higher on most of its 
crosses with its biggest move against the 
AUD, which is above 0.9100. This ‘quiet’ 
impact was reflected across most market 

products with US bourses slightly higher 
following on from European weakness. 
Commodities are weaker across the 
board, although gas prices surged 8.5% 
as weather forecasters projected colder 
temperatures. The 10-year treasury 
eased 5bps to 3.90%. 

But the RBA Governor will be 
happy …

… after Q4 wage price inflation jumped 
0.8%, which was below expectations 
and Q3’s 1.0%. On the year, it remains 
relatively modest, by global standards, 
at 3.3%. Furthermore, Q4 construction 
work completed a huge miss at -0.4% 
when a jump of 1.5% had been expected.

The Feds latest rent-a-quote, St. Louis 
President James Bullard, announced, “I 
think we are going to have to get north of 
5%. Right now, I’m still at 5.375%.” 

A survey of last month’s rebound in 
US consumer spending highlighted 
those experiencing deteriorating 
finances still outnumbers those seeing 
an improvement, although excess 
household savings of USD1.2 trillion 
should support consumer spending for 
a further year even though the bottom 
60% of households will suffer. 30-year 
fixed-rate mortgages in the US increased 
by 23bps to 6.62% last week, its highest 
level since mid-November, while German 
Ifo business sentiment increased to an 
8-month high of 91.1 in February from 
January’s 90.1.
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