
For all of the forecasts, will 
either political party target 
surpluses? 
The NZ Treasury provided its pre-election 
economic and fiscal update yesterday 
where, yep, you guessed it, we’re going to 
have to borrow more. Who would have 
thunk it! The Treasury is indicating they 
will require an additional NZD9bn over 
the next 4 years, however, the expected 
borrowings are not as severe as initially 
forecasted, which is somewhat positive 
news. The local economy is projected 
to avoid a ‘double dip’ recession, with 
positive economic growth expected 
for the next three quarters, but that 
was where the good news ended with 
forecasts projecting the jobless rate will 
rise to 5.4% in 2025, the OCR will peak 
at 5.7% and remain there until 2025, 
the 2023-2024 budget deficit will be at 
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NZD11.4bn, and the return to a surplus 
will be delayed by a year to 2027.  

Net migration continues to drive New 
Zealand’s recovery, with a significant 
number of arrivals with a further 5,786 
arrivals in July while the June number 
was revised up to 8,549 persons, which 
is excellent news for those of you looking 
to book an Uber home from the office 
Christmas party! Electronic card retail 
spending, which covers 68.0% of core 
retail sales, has shown growth both 
monthly and yearly surging 0.7% on the 
month and 3.7% on the year following 
July’s 0.0% and 2.2% gains! 

Consumer confidence in Australia 
slightly decreased, easing back to 77.6 
from 78.7 to set a new record low after 
remaining below 80 for 6-months, 
although, on a positive note, August 
business confidence rallied from 1 to 2 
while ‘own’ conditions improved from 11 
to 13.

The PBoC expressed confidence in 
maintaining stability in the yuan but 
warned against one-sided moves and 
speculative trading in the FX markets 
stating, “Participants of the FX markets 
should voluntarily maintain a stable 
market. Traders should resolutely avoid 
behaviours that disturb market orders such 
as conducting speculative trades.” You have 
been warned!

The overnight releases saw German 
economic sentiment increased slightly, 
to -11.4 from -12.3, which was better 
than expected, however, the assessment 
of the economic situation dropped 

significantly falling 8.1 points to -79.4 
to reach its lowest level in 3-years. Small 
business optimism in the US fell slightly 
in August to 91.3 from 91.9, while UK 

‘regular’ pay increased by 7.8% in the 
3-months to July!

Overall, it was a quiet session as markets 
await tomorrow’s US CPI data releases, 
with the headline print being the fact 
that oil prices have hit a 10-month high in 
what was a mixed session for commodity 
markets. Equity markets were also mixed, 
while FX markets flatlined. Bond markets 
were also steady with the 10-year lower 
at 4.27%. 

Is the top in sight for USD/JPY 
and yields? 
May be according to Deutsche and 
Morgan Stanley! Following on from the 
BoJ Governor’s comments, Deutsche 
is forecasting the BoJ will end its 
yield curve control in October and its 
negative interest rate policy in January 
2024, while Morgan Stanley is bullish 
US bonds announcing, “we stand alone 
telling investors to buy government bonds. 
We continue to suggest investors adopt an 
overweight stance on government bond 
duration.”

Goldman Sachs believes that while 
the market will have to adapt to higher 
interest rates, it doesn’t necessarily 
mean that the Nasdaq will underperform 
given, “Yields on 10-year Treasuries ranged 
between 4.5% and 7% back in the late-
1990’s in the years when the Nasdaq posted 
significant outsized gains.”
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