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Summary
• Monday’s quarterly statement from the RBA is a key signpost for determining if, and

by how much, the RBA raises the cash rate in coming months. Our forecast is that the
RBA is on hold, mainly because of the weakness offshore, but the dominant risk is
that the RBA raises the cash rate again. The treatment of the RBA’s inflation forecast
on Monday is the key; we expect the 2008 forecasts to be raised, most likely to 3.5%
for 1H, from the current 3.25%, and to 3.25% for 2H, from 3.0%. The RBA’s 2009 fore-
cast also may rise. In isolation, this will indicate there is a compelling case for further
tightening, but the weakness in Australia’s trading partners argues for caution. The
December home loans data and January’s labour force report also will attract market
attention. We expect a fall in home loans and only modest job growth.

• In New Zealand, the December retail sales data (Friday) will show good momentum
over the end-year shopping period, and illustrate that consumers are still willing to
load up on debt to consume. Today’s QVNZ report confirmed further weakness in the
housing market. Last week’s labour force survey recorded a surge in female full-time
employment growth in 4Q. The unemployment rate dropped to the lowest level in the
20-year history of the survey. The labour cost report showed a sharp acceleration in
wages growth, reflecting the already tight labour market.

• With the global economy on a razor’s edge, it is critical to determine whether the
weak performance of the US and global economies at the start of the year represents
the onset of recession. In this regard, the abrupt January slide in global non-manufac-
turing business surveys suggests that firms have started to retrench. The US non-
manufacturing ISM collapsed to its second lowest level in its ten-year history, led by
a record-low reading on employment. But while not ignoring this message, we hesi-
tate to put significant weight on this survey by itself, given its short history and its
potential for being unduly influenced by developments in finance and real estate. If
an abrupt deterioration in business activity is in train, it is odd that it was not also
reflected in the manufacturing surveys for January. Equally important, key January
labour market data—in the US and elsewhere—have not displayed the type of dete-
rioration normally evident as a recession starts.

•  With the growth slowdown broadening, the easing process is likely to gather steam
in the coming months. Alongside additional easing from the central banks of the En-
glish-speaking countries that have moved so far, the ECB now looks set to start low-
ering policy rates before midyear. President Trichet expressed increased concern
about growth in last week’s press conference. We now think the ECB will cut rates in
the next few months in response to evidence that the US economy has stalled and
domestic growth is falling well short of trend. The ECB will most likely adopt an eas-
ing bias at the next press conference in March, paving the way for a rate cut in April.
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This week’s highlight
The RBA’s Statement on Monetary Policy today. The key will be the RBA’s treatment
of the inflation outlook; we expect the inflation forecasts to be raised. This will reinforce
the RBA’s clear bias to tighten policy.
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It seems that milk powder is the new store of value! The de-
mand driven run up in industrial commodity prices over the
last few years has been of great benefit to Australia. As the
chart illustrates, however, now it is New Zealand’s turn. The
usually tight relationship between ‘hard’ and ‘soft’ commod-
ity prices is realigning, as demand out of China continues to
grow. Furthermore, food prices not only are being driven by
demand, but also a supply shock by way of changes to Euro-
pean farm subsidies, increased use of biofuels, and
Australia’s drought. Food prices will continue to rise.

The RBA’s 25bp rate rise last week, and even larger mortgage
rate increases by a couple of high profile lenders, will place
additional financial burden on households with a variable rate
mortgages. The latest data on home loan arrears shows a
spike in very delinquent mortgages (i.e. those more than 90
days in arrears), but not much change elsewhere. In fact, sur-
prisingly, arrears rates of less than 60 days are falling. Perhaps
some households are using other means of credit to fund
mortgage payments.

Consumer confidence in January plunged 8.3%m/m to just
above 100, where optimists equal pessimists. The index will
likely plummet 10%m/m in February to below the neutral level.
Not only did the RBA hike interest rates 25bp in early Febru-
ary, but the large domestic banks raised rates on variable
mortgages by more than 25bp. Also, the AUD edged lower,
equity market volatility picked up, petrol prices remained el-
evated, and concerns continued to grow about the risk of a
US recession.
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Australia’s 2008 outlook
depends on an export revival
• Australia’s long investment boom will pay dividends in

2008 as export volumes grow

• The main risk is weaker growth in Australia’s major
trade partners, which would squeeze export demand

• The RBA tightened policy last week, but probably will be
on hold from here

The RBA last week announced a 25bp rise in the cash rate
target to 7%, as expected. This is the 11th rate hike since 2002
and takes the cash rate to a 12-year high. One reason for the
RBA’s sustained tightening of policy is that growth in do-
mestic demand remains robust. GDP growth is above poten-
tial, so the economy has very little unused capacity; this
helps to explain why annual inflation in underlying terms is
tracking well above the RBA’s 2-3% target range.

Growth in Australia’s economy probably will slow in 2008, but
remain above potential growth, which has slowed from the peak
earlier this decade owing to sluggish productivity and slower
expansion of the labour force. The economy probably ex-
panded close to 4% in 2007 owing mainly to 5% real growth in
domestic demand. Weaker domestic spending in 2008, though,
should more than offset the anticipated boost from net exports
to produce slightly softer GDP growth. The extended invest-
ment boom, which has centered on mining, has reached a ma-
ture phase, but has laid the groundwork, literally, for higher
commodity exports.

Main risk to Aussie growth lies offshore
The forecast is that Australia’s economy will grow 3.5% in
real terms in 2008, after estimated growth of 3.8% in 2007. Net
exports will become positive for the first time since 2001, but
the contribution to growth from domestic demand should
slow to 3.3%, from 4.9% in 2007. Export volumes should rise
another 5.6% in 2008 which, if realized, will be the fastest rate
of expansion since 2000. Exports have been held up by bottle-
necks in infrastructure, particularly ports, but also in road and
rail transport, and water and power supply. The investment
boom has eased these problems, so export volumes should
rise during 2008.

The important role for net exports this year means that the risk
to Australia’s GDP growth comes principally from offshore.
For example, unexpectedly weak growth in Australia’s major
trading partners—China, Japan, and the economies of emerg-

ing Asia—would soften demand for commodities, which still
account for 60% of Australia’s merchandise exports. This risk
to Australia’s export outlook emerges at the same time that
domestic demand growth is slowing. The anticipated rebound
in exports, therefore, is all the more important given that, in
particular, consumer spending is set to slow under the weight
of higher interest rates and declining confidence.

Household spending growth to slow in 2008
Of the other major drivers of GDP growth in 2008, household
spending will be well supported in the near term by a healthy
job market, rising wage rates, and another round of personal
tax cuts to be delivered in July. Eventually, though, these
positives will be more than offset by the recent rises in inter-
est rates, a gradual rise in the jobless rate, owing partly to the
maturing of the labour-intensive investment cycle, and the
impact of still elevated energy prices. The forecast is that
household spending growth will slow to 3.4% in 2008 from an
estimated 3.9% in 2007.

Dwelling investment should grow another 2.1% in 2008 as
underbuilding in the major east coast cities in recent years
corrects. Sharply rising residential rents should bring more
investors and developers back into the market. House prices
rose 12% nationally in the year to December, and should con-
tinue to rise, given the acute demand-supply imbalances in
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Australia's GDP growth - components
Real % change

2007 2008 2009

Household spending 3.9 3.4 2.6
Government consumption 2.7 3.4 2.8
Dwelling investment 3.7 2.1 4.1
Private business investment 11.2 4.6 -0.8
Government investment 4.0 6.8 6.3
Inventories (cont.) 0.8 -0.4 0.1
Exports 3.9 5.6 7.6
Imports 10.0 3.5 2.4
Net exports (cont.) -1.4 0.3 1.0

GDP 3.8 3.5 3.2

Source: ABS, JPMorgan.

key cities. The price behaviour is unlikely to be uniform, how-
ever, with the southeast parts of the country probably outper-
forming the west and north.

Private business investment has risen at double-digit pace in
real terms for the last six years, except in 2006, when growth
slipped to a still impressive 9%. This investment boom, most
of which has been in export-related industries and associated
infrastructure, has boosted the economy’s productive capac-
ity and helped to alleviate capacity constraints. Export indus-
tries will continue to dominate investment although, eventu-
ally, the emphasis will shift back toward domestic sources of
growth. We anticipate growth in business investment of 4.6%
in 2008, after an expected 11% expansion in 2007.

Government spending is poised to grow by 4.0% in 2008 and,
therefore, will be a significant contributor to GDP growth. The
newly elected Labor government, led by Prime Minister Kevin
Rudd, will deliver on its promises to raise spending on service
delivery in health and education, in particular. Simultaneously,
the Government has pledged to cut spending in many portfo-
lios to produce a promised budget surplus equivalent to 1.5%
of GDP. With its coffers filled by the resource boom, the gov-
ernment has scope to deliver on the mandate delivered by vot-
ers last November, including A$31 billion of income tax cuts
over the next three years. The biggest risk to public finances is
a fall in the terms of trade: soaring export prices have been a
key source of government revenue via high corporate tax col-
lections. State governments flush with cash from the commodi-
ties boom will be increasing spending on infrastructure.

2009 growth outlook is less rosy
In 2009, we expect another deceleration in GDP growth to
3.2%. Growth in household consumption should moderate to
2.6%, a sixteen-year low, as the jobless rate rises a full per-
centage point by the end of 2009, from the current 33-year low
of 4.3%. Widespread skill shortages will, however, keep up-
side pressure on wages, meaning that annual inflation will re-
main elevated. Already, annual wage growth has accelerated
to 4.2%oya, from 3.8% a year earlier.

Business investment probably will contract for the first time
since 2001 (by a marginal 0.8%) , although spending in mining,
in particular, will remain historically high. Easing bottlenecks
and capacity constraints, though, mean that export volumes
will pick up even further. Net exports, should add 1.0% point
to GDP growth in 2009. The contribution to growth from
dwelling investment should be boosted by a 4% rise in con-
struction spending as underbuilding is corrected.

RBA may have to tighten policy again
The extended period of above-potential growth and the mas-
sive stimulus to national income from the terms of trade mean
that core inflation currently is above the RBA’s target range
for the first time since 2002. Core inflation is likely to average
3.5% this year, a full percentage point above the midpoint of
the RBA’s 2-3% target band. Moreover, a rebound in food
prices, elevated energy costs, the tight labor market, and the
lack of spare capacity, mean that the risks to the inflation out-
look lean to the upside. That said, our forecast is that the
RBA is on hold in 2008, mainly owing to the prospect of
weaker growth in the world economy.

Still, in isolation, the domestic case for more tightening is
compelling, so the risk is that the RBA has to raise the cash
rate again in coming months. Back to back monthly interest
rate rises are unlikely, however; the most likely timing for fur-
ther policy tightening is May, after the release of the 1Q CPI
data in late April, which should reveal another elevated core
inflation print.

JPMorgan Australia Ltd., Sydney
Stephen Walters (61-2) 9220-1599
stephen.b.walters@jpmorgan.com
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• RBA hiked cash rate to 12-year high as expected

• Retail spending remained solid in December

• Employment growth to ease in January

The RBA hiked interest rates 25bp to 7% last Tuesday in a
week awash with key economic data. Retail sales, foreign
trade, and house price data printed much in line with expecta-
tions. The slew of economic data scheduled for release this
week—including consumer confidence, employment, and
home loans—will likely support the RBA’s tightening bias,
reigniting speculation that bank officials will hike interest
rates again this year. Our forecast is that the current tighten-
ing cycle has peaked, although we will look closely at the
RBA’s quarterly statement today.

Demand for home loans to moderate
The number of housing finance approvals issued in Australia
in December will likely fall 1.0%m/m after rising 4.0% in the
previous month, when a significant fall in the number of ap-
provals for new home purchases (-7.3%) was offset by a rise
in loans for the purchase of established dwellings (+4.9%).
Demand for fixed home loans will remain solid in December. In
November, fixed loans as a percentage of all dwellings fi-
nanced scaled to its highest level since June 1998 (24%) amid
speculation that more domestic banks will hike rates on stan-
dard variable loans (~80% of total loans) in the absence of a
further rise in the official cash rate. In January and February,
several domestic banks raised their variable mortgage rates
outside or above an RBA rate hike to ease pressure on their
spreads.

Investors will continue to underpin demand for home loans in
December. These are usually existing property owners able to
receive significant tax benefits from buying investment prop-
erty—via negative gearing, for example, which enables them
to lower their assessable income and enhance after-tax re-
turns. Investors accounted for over 30% of loans in Novem-
ber, while first home buyers battling record low levels of
housing affordability accounted for just 18.3%.

Employment growth set to ease
Job growth will likely ease in Australia in January, with just
7,500 jobs likely to be added after a solid 20,100 rise in Decem-
ber. The jobless rate will increase from 4.3% to 4.4%, as the
participation rate holds steady at 65.2%.
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Despite the moderation in employment growth, labour market
conditions remain tight. Multi-decade low levels of unemploy-
ment and widespread skill shortages continue to put upside
pressure on wages. Rising labour costs, healthy corporate
pricing power and firm domestic demand, will add to the
nation’s deteriorating inflation outlook, adding more reason
for the RBA to maintain a hawkish stance.

RBA leaves door open to higher rates
The RBA last Tuesday raised the cash rate 25bp to 7% as ex-
pected, marking the 11th rate hike in this tightening cycle. The
statement accompanying the decision was suitably hawkish,
and signalled that rates could rise again. That said, it did not
provide any hint that officials are considering unusually as-
sertive action; thus, a subsequent rate hike in March is un-
likely. Our forecast sees the RBA leaving rates on hold this
year. Worsening economic conditions offshore and growing
uncertainty about the growth outlook for Australia’s major
trading partners means that the RBA Board will likely sit tight
for now. But, the domestic case for further tightening remains
compelling. Annual core inflation is tracking well above the
RBA’s 2-3% target range, growth in domestic demand is ro-
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bust, and the terms of trade continues to provide significant
stimulus to the economy. With respect to financial markets,
the RBA said that pressures in short-term money markets
have eased, but that sentiment in global financial markets re-
mains fragile. Financial market behaviour in coming months
will be material in determining whether the RBA raises the
cash rate again.

Policy already is restrictive when combined with elevated
AUD and the rise in banks’ variable mortgage rates. The RBA
acknowledges that these actions, coupled with prior rate
hikes, will cool domestic demand, but that a significant slow-
ing in demand will be required to curb inflation.

The next major policy milestone is the RBA’s Statement of
Monetary Policy this morning (11:30am). The most important
element of the statement will be the RBA’s treatment of the
inflation outlook. In the last statement in November, the
RBA’s forecast was that underlying inflation would be 3.25%
by June, 3.0% by December, and between 2.75% and 3.0% in
2009. With the inflation outlook deteriorating, the RBA prob-
ably will raise its June estimate to 3.5%.

Retail sales healthy in December
As anecdotes from retailers suggested, retail trade remained
firm in the leadup to Christmas, although it did cool in Decem-
ber. Retail sales rose 0.5% (JPMorgan 0.4%, consensus 0.6%)
after spiking 0.8% in November. The 4Q data was much stron-
ger than expected, with sales ex-inflation up 1.6%—lower than
the 2.0% rise in 3Q, but well above market forecasts
(JPMorgan 0.9%, consensus 1.1%). Sales likely will moderate
near term as consumers feel the pinch of still-elevated petrol
prices, falling share prices, and rising interest rates. On the
upside, however, tight labour market conditions should help
fuel stronger wages growth, adding to households’ dispos-
able incomes, while workers can expected to receive additional
income tax relief in July.

House prices rose in 4Q
Australian  national house prices rose 3.2%q/q in 4Q (JPMor-
gan and consensus 3.0%) after growing 3.5% in the previous
three months. Rising residential rents (owing mainly to an
acute shortage of new homes) and accelerating population
growth (on the back of higher skilled migration), will keep up-
side pressure on house prices near term. Varying rates of
population growth and affordability, though, mean that house

price gains will not be uniform nationwide. Regardless, pro-
spective home buyers face headwinds. Not only are house
prices still rising, but also, interest rates are higher, meaning
that housing affordability will deteriorate from already record
lows.

Trade deficit improves on exports
The trade deficit narrowed to A$1.9 billion in December
(JPMorgan A$2.1bn, consensus A$2.0bn) from a deficit of
A$2.2bn in November. The trade gap has improved markedly
of late, owing mainly to stronger exports, which increased
1.3%m/m in December, while imports rose 0.1%.

We expect a further narrowing of the trade gap in 2008 as
business investment, particularly in mining, continues to help
alleviate capacity constraints and infrastructure bottlenecks.
The near-term completion of a number of large mining projects
will help boost nonfarm exports which, alongside the antici-
pated rise in farm exports owing to recent rainfalls, will help
net exports contribute to growth.

Data releases and forecasts
Week of February 11 - 15
Mon ANZ job advertisements
Feb 11 Seasonally adjusted
11:30am Oct Nov Dec Jan

(%m/m) 2.7 0.7 7.1 __

Mon Housing finance approvals: owner occupiers
Feb 11 Number of loans, seasonally adjusted
11:30am

Sep Oct Nov Dec
(%m/m) -1.2 -0.5 4.0 -1.0
(%oya) -0.3 -0.8 3.8 2.7
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Tue NAB monthly business survey
Feb 12 % balance, seasonally adjusted
11:30am Oct Nov Dec Jan

Business confidence 9 6 5 __

Wed WMI consumer sentiment index
Feb 13 100=neutral, seasonally adjusted
10:30am

Nov Dec Jan Feb
(%m/m) -4.2 1.8 -8.3 -10.0

Thu Labour force
Feb 14 Seasonally adjusted
11:30am

Oct Nov Dec Jan
Unemployment rate (%) 4.4 4.5 4.3 4.4
Employed (000 m/m) 11 48 20 7.5
Participation rate (%) 65.1 65.3 65.2 65.2

Review of past week’s data

Trade balance
Seasonally adjusted

Oct Nov Dec
Exports (A$ bn) 17.4 18.4 18.5 18.6
Imports (A$ bn) 20.3 20.6 20.5 20.6 20.5
Trade balance (A$ mn) -2863 -2255 2162 -2060 -1936

House price index: eight capital cities
Weighted average

2Q07 3Q07 4Q07
(%q/q) 3.7 3.5 3.0 3.2
(%oya)  9.5 10.6 12.7 12.3

Building approvals
Seasonally adjusted

Oct Nov Dec
(%m/m) -3.6 8.2 -2.0 -16.0
(%oya) 8.8 14.1 16.4 -0.9

Retail trade
Seasonally adjusted

Oct Nov Dec
(%m/m) 0.2 0.8 0.4 0.5
(%oya) 7.5 8.1 8.3 8.4
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New Zealand
• Retail sales likely maintained momentum into December

• Labour market tighter than ever

• Wages growth accelerates as corporates try to retain staff

This week’s retail sales report on Friday will be the highlight,
and is likely to show good sales momentum over December.
Today’s QVNZ report confirmed further weakness in the
housing market. Last week’s labour force survey recorded a
surge in female full-time employment growth in 4Q. The unem-
ployment rate dropped to the lowest level in the 20-year his-
tory of the survey; the market remains as tight as a drum.
Labour costs continued to rise over the 4Q, as the private sec-
tor recorded its largest quarterly gain in salaries and wages
since the series began in 1992. Rising wages can be attributed
to an already tight labor market, and an exodus of skilled
workers to Australia and the UK. New Zealand corporates are
faced with the need to offer high salaries to retain talented
individuals, or risk losing them overseas.

This week: retail sales the highlight
This week brings two key data-points on the New Zealand
economy to whet the appetites of market pundits. The fourth
quarter producer price index, out Wednesday, will be up
sharply; but it must be noted that this report comes out after
New Zealand's all-important CPI report (unlike Australia).
What the report will show, however, is the ability and willing-
ness of corporates to pass on higher costs, and the pressure
on their margins. The most important data point out over the
week, retail sales, will shed light on the strength of consumer
spending over the Christmas shopping period. Retail sales in
December are likely to have risen 0.7%m/m, after a strong gain
in November. All-in-all, the week's data will be on the stronger
side, and despite a continued slowdown in housing the
chances of an RBNZ rate cut this year are diminishing.

NZ housing market in correction mode
According to the QVNZ January report, annual growth in
house prices in New Zealand continued to fall. The annual
growth rate dropped to 8.9% (JPMorgan 9%), the lowest rate
in 12 months. The annual growth rate has fallen from 10% in
December, 11.4% in November and 13.3% in August (calcu-
lated over the three months ending December 2007 in compari-
son to the same period last year). In actual terms, the average
smoothed property price rebounded slightly to NZ$390,636,
having dropped in November and December (the QVNZ series

 

2

4

6

8

10 1.0

1.5

2.0

2.5

3.0

3.5

%
New Zealand: labor costs and unemployment

%oya

94 96 98 00 02 04 06 08

Unemployment rate

Labor costs -
all sectors

is a three month moving average, using settlement dated
data).

Of the five major cities, only one recorded a decline in its three
month moving average house price series. New Zealand's
capital city Wellington, its largest city Auckland, and its stu-
dent city Dunedin, all recorded increases of 1.4%m/m. House
prices in Christchurch made that solid monthly gain of 1.6%m/
m. Hamilton's house prices fell 0.2%m/m. Despite the slight
rebound in the data in January, the undertone of the report
remains very weak, with annual growth in all cities declining
over the month.

The RBNZ is likely to keep interest rates on hold at an el-
evated 8.25% for at least the next two quarters, with the only
material risk being another rate rise to 8.5% before the October
parliamentary election. Furthermore, net-permanent migration
flows have slowed to a trickle. With this in mind, growth in
house prices is likely to continue to decline. QVNZ
Christchurch spokesman Richard Kolff said “Already this
month we have seen some properties go to mortgagee sale
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and this is likely to become more prevalent as the year
progresses.” JPMorgan maintains its view that the New
Zealand housing market is seven months into a downturn,
and that New Zealand’s housing market will track sideways
(0%oya), if not post a small contraction, by 3Q08.

Female employment growth spikes higher
New Zealand’s labour force survey showed a massive 1.1%q/
q spike in employment growth in 4Q (JPMorgan 0.4%, consen-
sus 0.3%). Employment growth is now running at 2.5%ar, up
from 1.5% in 3Q, and is tracking closer to the QSBO employ-
ment intentions series (see chart). The unemployment rate
dropped from 3.5% to 3.4%, the lowest level since the series
began in 1986. The participation rate rose to 68.8% from
68.3%, the highest level ever recorded.

The surge in employment was particularly impressive, as it
was entirely made up of full-time jobs (+1.6%q/q), whereas
part-time jobs fell (-0.2%). Furthermore, the rise was in female
employment (+2.6%), while male employment fell (-0.2%).
Hours worked also rebounded strongly, +0.8%.

The strength of the labour market will underpin the RBNZ’s
inflationary concerns. That said, with domestic consumption
growth slowing, employment growth is likely to cool, and the
unemployment rate (especially in housing and retail) is likely
to drift higher in the second half of the year.

NZ labour costs accelerate as Kiwis leave
The private sector labour cost index showed wages up a solid
1.1%q/q in 4Q, the largest quarterly gain ever recorded. The
4Q spike took growth to 3.5%, the fastest annual rate since
the series began in 1992. Private sector wage growth is being
driven higher by a tight labor market and a net outflow of
skilled workers from the country (see research note, “Flight of
the Kiwi: mobile workers drain human capital,” GDW, Nov 16,
2007).

The three industries with the highest annual growth in sala-
ries and wages were finance and insurance (+6.3%), mining
(+5.1%—possibly affected by the new Tui oil field), and local
government (+5.1%). Wage growth in the agriculture sector
was up just 2.8%, despite record commodity prices and a
shortage of farm workers. Wages in the agricultural sector can
be expected to increase throughout 2008.

The strong wage growth all but eliminates the possibility of a
rate cut in coming quarters. The RBNZ remains focused on
the upside risks to inflation from record high dairy prices and
a government keen to “buy” votes ahead of this year’s elec-
tion. The upside risks to inflation still outweigh the downside
risks to growth from a housing market correction, global finan-
cial market turbulence, and growing economic uncertainty.
The hurdle to a rate hike, however, is high as the official cash
rate already is at a record 8.25%.

NZ migration flows keep labour market tight
The net number of permanent immigrants dropped to just 20 in
December, as the number of departures continued to rise. The
tiny increase in net-permanent migration is the smallest since
May 2001. Over 2007, immigration growth moderated to the
slowest pace in over six years. The drop in immigration points
to weaker demand for housing (chart) and a drop in consump-
tion growth. Departures bounced to 13.1%oya in 2007, while
arrivals fell 0.2%.

Net emigration of skilled workers to countries like Australia
and the UK is pushing wages higher in an already tight labour
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market. As wages are generally higher in Australia and the
UK, Kiwi corporates are increasingly having to pay up to keep
talented individuals from fleeing abroad.

Furthermore, net-permanent immigration placed a solid floor
under housing activity and consumption growth in 2006 and
early 2007. The recent downward shift in immigration has ef-
fectively lowered that floor into 2008, and the downside risk to
housing market activity and consumption growth has risen as
a result. That said, given the slowdown globally, fewer Kiwi’s
are likely to depart in 2008, and a larger amount of expatriates
may return home—bolstering the net migration numbers
somewhat.

Data releases and forecasts
Week of February 11 - 15
Mon QVNZ house prices
Feb 11 %, median

Oct Nov Dec Jan

(%oya) 12.7 11.4 10.0  9.0%

Wed Producer price index
Feb 13 nsa
10:45am

1Q07 2Q07 3Q07 4Q07
(%q/q) -0.2 1.2 1.6 1.0
(%oya) 3.1 1.5 2.1 3.6

Thu Business PMI
Feb 14 Seasonally adjusted
12:00pm Oct Nov Dec Jan

Index 56.8 56.7 53.8 __
(%oya) 0.5 2.0 -0.8 __

Fri Retail trade
Feb 15 Seasonally adjusted
11:30am

Sep Oct Nov Dec
(%m/m) 1.0 -0.6 1.9 0.7
(%oya) 5.8 4.2 6.7 6.7

Review of past week’s data

Visitor arrivals
Not seasonally adjusted

Oct Nov Dec
Total (%m/m) -2.5 2.8 __ -1.2

Net-permanent migration
Oct Nov Dec

Monthly (000s) 1.6 1.8 __ -0.1
12 month sum (000s) 7.5 6.6 __ 5.5

Labor cost index and average hourly earnings
Private sector, ordinary time, sa

2Q07 3Q07 4Q07
Labor cost index (%q/q) 0.7 0.9 0.8 1.1

ANZ commodity price series
Not seasonally adjusted

Nov Dec Jan
Index - NZD (%m/m) 0.8 -0.9 __ -1.8
Index - world prices (%m/m) 0.8 0.0 __ -1.4

Labour force survey
Seasonally adjusted

2Q07 3Q07 4Q07
Unemployment rate (%) 3.6 3.5 3.7 3.4
Employment (000, q/q) 13 -7 8 23
Participation rate (%) 68.8 68.3 68.4 68.8
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• Nonmanufacturing surveys send January recession warn-
ing; activity data are not expected to validate this message

• Lowering 1H08 Euro area growth and looking for an ease
from the ECB

• Global real policy rates set to move into 2002-03 territory in
coming months

• EM assets are becoming more differentiated by their
macro fundamentals

What we talk about when we talk about re-
cession
Our expectation is for global growth to downshift materially at
the start of 2008 as the combination of tightening credit con-
ditions and rising energy prices severely dampens growth in
the US, Europe, and Japan. Global industry is also expected to
stagnate as producers respond to weaker demand. However,
this downshift is not expected to generate a recession. The
forecast instead incorporates a view that domestic demand
engines in emerging markets continue to fire and that healthy
corporate sectors in the developed world will cushion the
blow of the overall demand downshift by making only modest
adjustments to hiring and spending plans.

The latest activity indicators suggest that growth is tracking
below our estimates; we have made changes in recent weeks
lowering developed world GDP gains below a 1% annualized
pace over 4Q07-1Q08. In distinguishing between a condition
of barely positive growth and a recession, note that there is
no particular GDP growth dividing line. Recessions are char-
acterized by a broad shift in private sector behaviour that
generates sustained negative outcomes for industrial output,
labour income, and domestic final demand. Thus, a slide into
recession in early 2008 would reverberate through the macro-
economic landscape for many quarters to come. It would

likely scuttle our forecast of a significant rebound in 2H08 glo-
bal growth, spurred in part by the substantial policy stimulus
now in place in the US. A recession would also generate sig-
nificant global spillovers to commodity markets and local asset
markets outside the economies directly affected. Instead of the
removal of stimulus incorporated in our 2009 forecast, Fed
policy rates would likely soon move toward 2% and remain
there as inflation pressures moderate. Policy actions to support
growth would also gather steam across the globe.

With the global economy on a razor’s edge, it is critical to de-
termine whether the weak performance of the US and global
economies at the start of the year represents the onset of re-
cession. In this regard, the abrupt January slide in global
nonmanufacturing business surveys suggests that firms have
started to retrench. The US nonmanufacturing ISM collapsed
to its second lowest level in its ten-year history, led by a
record-low reading on employment. But while not ignoring
this message, we hesitate to put significant weight on this
survey by itself, given its short history and its potential for
being unduly influenced by developments in finance and real
estate. If an abrupt deterioration in business activity is in
train, it is odd that it was not also reflected in the manufactur-
ing surveys for January. Equally important, key January
labour market data—in the US and elsewhere—have not dis-
played the type of deterioration normally evident as a reces-
sion starts.

If the US economy entered recession in January, it should
soon be evident across a wide range of indicators. However, if
we are right, the tone of this week’s releases—retail sales, in-
dustrial output, jobless claims, international trade—should
confirm that the economy is stagnant but not signal a break in
behavior that would add fuel to the recession story fire.
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ECB now expected to ease
Until now, most of the policy response to slower growth has
come in the US. Last week, Congress passed a stimulus plan
that will give US households rebate checks representing
about 1% of annual income around midyear. The Fed has al-
ready lowered policy rates 225bp, to a level less than 1%
above core inflation. A message that further easing is in the
pipeline will likely come in Chairman Bernanke’s testimony to
the Senate Banking Committee on Thursday. However, in the
world beyond the Fed and the US there has been little in the
way of stimulus provided by policymakers. In part, this re-
flects the fact that until recently recession risks appeared
greatest in the US. Also, most other central banks only began
their rate “normalization process” (i.e., rate raising process) in
earnest in 2006, just as Fed policy was moving to a modestly
restrictive stance. As a result, global policy interest rates were
maintained at an unusually low level deep into the expansion,
contributing to an extended period of above-trend growth that
lifted resource utilization rates to unprecedented highs.

With most central banks still engaged in rate normalization
when credit market turmoil erupted last summer, their initial
response was to suspend their tightening cycles. Some cen-
tral bankers faced with credit market tightening have recently
followed the Fed into easing—the Bank of England and the
Bank of Canada each have eased 50bp—but have moved cau-
tiously, mindful of inflation risk. In other less affected areas,
policy tightening has continued—notably in Switzerland, Nor-
way, Sweden, Australia, New Zealand, and a range of emerg-
ing economies. But the overall stance of policy outside the US
has been stable, reflecting in large part the lack of action on
the part of the ECB and the BoJ. The upshot of these develop-
ments has been to produce a convergence of global policy

stances into squarely accommodative territory. Real policy
rates now stand well below their norms while resource utiliza-
tion rates are at two-decade highs.

With the growth slowdown broadening, the easing process is
likely to gather steam in the coming months. Alongside addi-
tional easing from the central banks of the English-speaking
countries that have moved so far, the ECB now looks set to
start lowering policy rates before midyear. Inflation is well
above the ECB’s target, and with an important wage round
under way, the Bank has been keen to anchor inflation expec-
tations. However, the Bank is now confronted with a signifi-
cant deterioration in the growth outlook, reflecting external
and domestic factors. In particular, the recent slide in retail
sales and the service-sector PMI suggests that domestic de-
mand is slowing more than expected. In response, we have
marked down our Euro area GDP forecast to just above 1%
annualized growth through midyear.

President Trichet expressed increased concern about growth
at last week’s press conference. Although he did not signal
that the Bank is preparing to cut rates, he did indicate that the
ECB has shifted to a neutral risk bias, which is an important
step along the way. We now think the central bank will cut
rates in the next few months in response to evidence that the
US economy has stalled and domestic growth is falling well
short of trend. Trichet highlighted that it remains the ECB’s
preference to provide a month of warning before a rate
change. Thus, the most likely timing is that the central bank
will adopt an easing bias at the next press conference in
March, paving the way for a rate cut in April.

We also anticipate a more dovish tilt in the rest of Western
Europe. In Switzerland, where the economy is downshifting
and inflation remains quite low, the central bank is expected to
follow the ECB with an easing move of its own. No easing is
anticipated in Scandanavia, where growth has remained rela-
tively strong and inflation pressures are a concern. However,
both the Norges Bank and the Riksbank are expected to tone
down their commentary, beginning this week, with the
Riksbank’s Monetary Policy Report and the Norges Bank
governor’s Annual Address.

Fundamentals matter again for EM assets
Tightening global credit conditions, increased US recession
risk, and renewed doubts about a potential decoupling from
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the US economic slowdown have put pressure on emerging
markets. The EMBIG external debt spread has widened 43bp
so far this year, while the GBI-EM local fixed income index
gave up its year to date gain last week. The effect is uneven,
however, as markets increasingly are focusing on macroeco-
nomic imbalances in picking winners and losers. Pressure is
particularly acute in the CEEMEA region, where many coun-
tries, including South Africa, Hungary, Romania, Bulgaria, and
the Baltics, have large current account deficits and massive
foreign financing needs. The situation differs between float-
ing exchange rate countries (South Africa, Hungary, Romania)
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and fixed exchange rate countries (Bulgaria, the Baltics), with
nonpegged currencies weakening significantly. While there is
no imminent danger for countries with currency pegs, given
their shallow financial markets and high official reserves, cen-
tral banks in countries with nonpegged currencies are being
forced to react to currency weakness, as seen in last week’s
100bp policy rate hike in Romania.

In contrast, markets in Latin America are not facing the same
degree of pressure, as most countries in the region still boast
current account surpluses, solid domestic demand growth,
and much lower external borrowing requirements. Indeed,
while the region’s external debt spreads, local rates, and eq-
uity markets have suffered amid fears of a US recession, most
currencies are being propped up by growing interest rate dif-
ferentials vis-à-vis the United States, because many central
banks continued to hike last year even after the Fed began
easing. This is particularly true of commodity exporters, as
seen in the year-to-date appreciation of the Chilean peso
(+6.1%), Peruvian sol (+3%), and the Brazilian real (+0.5%). In
turn, Latin countries that maintain an unsustainable policy mix
of expansionary fiscal and monetary policies—namely Argen-
tina and Venezuela—are underperforming severely.
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JPMorgan View - Global Markets
On the edge
Moving recession trades to Europe
• Last week’s title—A February rebound beckons—may have

been premature. “A recession beckons” might have been
better. An awful US nonmanufacturing ISM and renewed
bank funding pressures moved many investors into the re-
cession camp. We still consider it a flip of a coin, but recog-
nize that the momentum of the data and the markets are
pointing downward. Hence, we continue to combine opti-
mistic medium-term forecasts with near-term bearish/de-
fensive strategies.

• There is great value in risky assets to us as credit spreads
are at recession peaks and equities have almost completed
the peak-trough drop of past recessions. By the same to-
ken, bonds are expensive, with the US pricing in already a
recession-level funds rate. But the timing of recovery
trades remains a problem. If we are at the start of a reces-
sion, then it is awfully early to position for a recovery. Eco-
nomic recovery positions would face at least six months of
recession news. We thus keep a recession bias to tactical
positions.

• Not all markets are equally hit by recession fever, nor at the
same time. The simplest picture to keep in mind is of a stone
(economic shock) thrown into a placid pond. The greatest
disturbance is where the stone hits the surface (the
subprime sector in our case). But the disturbance then
ripples across the pond toward its very edge. These take
time to cross the rest of the surface, and lose impact the
further they travel. In the same way, the initial disturbance
of the subprime crisis created the greatest damage on
subprime and this loss then sent shock waves across the
broad financial sector, then industrials, then into Canada,
later hitting the UK, then continental Europe. Asia is now
starting to see the impact.

• As a result, we have moved a number of recession trades to
Europe (credit shorts, curve steepeners, short EUR, under-
weight European equities versus Japan). We have been
overweighting credit versus equities (vol-adjusted), but
now advise switching to long equities versus credit as the
latter still has a lot of unsold inventory, while the equities
have many shorts.

Fixed income
• Bonds were mixed last week, rallying in Europe, but backing

up at the longer end in the US. We stay overweight dura-
tion at the shorter end, but have switched it from the US to
Europe, Japan, and select local emerging markets.

10-yr government bond yields
Current Mar 08 Jun 08 Sep 08 Dec 08

United States 3.67 3.75 3.85 4.00 3.95
Euro area 3.86 3.85 3.75 3.90 4.05
United Kingdom 4.46 4.60 4.65 4.95 5.20
Japan 1.44 1.30 1.45 1.60 1.85

Equities
Current YTD Return (local currency)

S&P 1336
Topix 1287
FTSE 100 5761
MSCI Eurozone 207
MSCI Europe 1333

Credit markets
Current Jun 08 Dec 08

US high grade (bp over UST) 217 175  
US high grade (bp over swaps) 141 100  
Euro HG corp (bp over swaps) 79  65
USD high yield (bp vs. UST) 710 650 650
EMBIG (bp vs. UST) 297 250 200

Foreign exchange
Current Mar 08 Jun 08 Sep 08 Dec 08

EUR/USD 1.45 1.54 1.55 1.55 1.54
USD/JPY 107 98 101 101 103
GBP/USD 1.95 2.03 2.04 2.05 2.05

Commodities
Quarterly average

Current Mar 08 Jun 08 Sep 08 Dec 08
WTI oil $/bbl 89.2 86.0 72.0 72.0 76.0
Gold ($/oz) 919 920 920 915 900
Copper($/m ton) 7559 8000 7300 6500 6000
Corn ($/Bu) 5.07 3.85 3.71 3.55 3.85

Source: JPMorgan, Bloomberg, Datastream.

-13.5%

-8.8%
-11.6%
-11.2%
-14.9%

• Short-end  US prices imply that the funds rate will close in
on 2%, which denotes recession. We took profit on the
long here last week, and stay neutral. We do keep curve
steepeners, as we believe the intermediate part of the curve
is vulnerable to a significant rise in duration supply in the
mortgage sector. We, therefore, also advise swap spread
wideners in the US.

• The worsening in European data keeps us long at the short
end in EU and UK, keeps us in steepeners, and makes us
overweight European bonds against the US, currency
hedged. In Japan, where the BoJ has little room to ease, we
are instead long the intermediate part of the curve and see
flattening.

• EM local bonds have performed well so far this year even as
their rallies lagged those in the main European and North
American markets. While glossing over regional differ-
ences, the two main threats to EM local bonds—
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deleveraging in risky assets, and local EM central banks
hiking rates to combat inflation—are receding and being
overwhelmed by two positives—the fall in global growth
prospects and inflation risks, and EM currency gains. As a
result, we remain positive on some EM local bonds, those
of Mexico and Turkey, while staying short in South Africa.

Equities
• World equities experienced heavy losses last week as down-

beat economic data reignited recession fears. Consumer
discretionary and financials underperformed more defensive
sectors such as utilities and healthcare. We retain a defen-
sive stance by globally underweighting consumer discre-
tionary, which prices in little recession risk, vs. healthcare
which prices in a lot of recession risk. We also reenter the
long growth vs value trade, as the trend that started last
April has further to run.

• EM and Japan outperformed other regions last week, and
we remain overweight. Euro area equities have
underperformed US equities by 8% ytd. The data are signal-
ling that economic weakness is spreading to the Euro area.
The reluctance of Euro area policymakers to provide stimu-
lus is an additional headwind for European equities. We
went overweight US against Euro area equities, currency
unhedged, and remain with our long-standing long UK
against EU equities.

Credit
• Credit spreads are little changed in HG but 10-20bp wider in

HY cash bonds. CDS indices underperformed massively
this week, widening 10-20bp in HG and 55-75bp in HY. The
sharp rise in CDS index spreads was driven by unwinding
of synthetic structures that resulted in increased demand
for CDS protection. Indeed, our trading desks have reported
increased volumes of offers for structured credit. This un-
winding should lead to steeper CDS credit curves near term,
as 7-10 year structures were most popular in recent years.

• Prices of HY loans continue to plummet, falling to $86 last
week from $95 at the start of the year and $100 mid 2007.
The trigger was the decline in LIBOR rates that meant that
all-in yields for loans, which are mostly floaters, also came
down. This forced total return investors to look elsewhere.
Leveraged credit investors are suffering heavy losses,
higher margin calls, and fund withdrawals, and are being
forced to try to sell. Similarly, some Market Value CLOs that
have price triggers have been forced to unwind or restruc-
ture. This dynamic is unlikely to change in the next few
months as aggressive Fed easing makes fixed-rate bonds

more attractive. Hence, we recommend closing the long in
HY loans vs HY bonds. We remain bullish on loans vs
bonds in the medium term, though, especially as the current
difference in spreads at 200bp is very tight, but prefer to
wait for a better entry point before we reenter this trade.

• Issuance remains strong in US HG with another $17bn
priced last week. Supply is easily absorbed by robust de-
mand that continues to put downward pressure on new is-
sue price discounts. Conditions are less favourable in Euro-
pean credit, though. Supply has been much lighter in Euro-
pean HG, a reflection of lack of demand as many credit in-
vestors are stuck with unwanted loan and bond positions.
In addition, the lack of policy stimulus makes European HG
credit less attractive than the US, which benefits from ag-
gressive fiscal and monetary policy and elevated recession-
like spread levels. Open an underweight on European HG vs
US HG credit.

Foreign exchange
 • Despite appalling US activity reports over the past month,

the dollar has shown surprising resilience against the yen
and euro as market focus turns to recession risks elsewhere.
Near term, EUR/USD should move lower on momentum.
Selling EUR/JPY is the preferred trade, given the strength of
funding currencies in a high-volatility environment. A
counterargument is that the dollar should benefit in the
event of risk reduction since its low-yield status makes it
too a funding currency. This pattern indeed holds short
term. It is an exaggeration, however, to view the dollar’s
upside as equivalent to the yen’s or the Swiss franc’s
should risky markets remain weak in 1H. Unlike every other
low-yield economy, only the US runs a funding imbalance.

• High-yielders such as TRY and BRL are coming unstuck as
equities decline, and ZAR continues its month-long col-
lapse. We have no outright EM exposure given the likeli-
hood that equity portfolio capital, which was a key driver of
EM currency strength in 2007, reverses course. We are long
TRY/ZAR as a relative value trade. In G-10 high-yielders,
we are only long AUD/USD, as position indicators show
much smaller longs than during previous equity market de-
clines.

Commodities
• Continued reductions in Chinese copper inventories have

pushed copper prices above $7500/mt, to a multi- month high.
We have been positive on copper but recent strength has
surprised us, given that most demand indicators continue to
be soft. We see further upside on precious metals.
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Markets - Australia and New Zealand
• RBA raised cash rate to a 12-year high as expected

• Monday’s quarterly policy statement this week’s focus

• NZ labour market data printed on the strong side

Market commentary

Australia

The RBA raised the cash rate to 7% last week, as expected.
The 25bp rise was the 11th in this tightening cycle and took
the cash rate to a 12-year high. The RBA’s statement
announcing the rate rise was hawkish, as expected, in that it
signalled clearly that, given the worsening inflation dynamics,
the risk is that the RBA raises the cash rate again in coming
months. The statement did not, however, provide any hint
that officials are considering unusually assertive action.
There was media speculation and, therefore, intense market
talk, ahead of the RBA decision that the Board would
consider a 50bp rate hike at the February meeting.
Alternatively, some in the market speculated that the Board
would deliver back-to-back quarter point moves in February
and March.

We believe 7% will be the peak for the cash rate in this cycle,
mainly because of worsening economic conditions offshore,
and because there already is considerable policy tightening in
the pipeline, a fact acknowledged in the RBA’s statement.
That said, the domestic case for further tightening remains
compelling, particularly with domestic demand powering
along and core inflation tracking well above the RBA’s 2-3%
target range. The growing uncertainty about the outlook for
growth in Australia’s major trading partners, however, means
the RBA Board now is likely to sit on the policy sidelines and
watch how the growth and inflation outlook evolves.

This week’s focus will be the RBA’s quarterly statement on
Monday, which will explain in far greater detail the reasons
behind last week’s rate rise. As always, the most important
element of Monday’s statement will be the treatment of the
inflation outlook. Officials almost certainly will forecast that
core inflation will track above the 2-3% target range for an
extended period. In the last statement in November, the
RBA’s forecast was that underlying inflation would be 3.25%
by June and 3.0% by December, and that it would track
between 2.75% and 3.0% in 2009. The RBA probably now will

forecast that core inflation will be 3.5% over the next two
quarters, before returning to 3.25% at the end of the year. The
2009 forecast probably will be rise too. Our forecast is that
core inflation will average 3.5% for all of this year.

The economic data scheduled for release this week will have a
material influence on RBA Board members’ deliberations in
March. Back in December, the unemployment rate dropped to
a fresh 33-year low of 4.3%, rekindling concerns about
building wage pressure. The jobless rate probably will ease
up to 4.4% in January (data released Thursday), which will
leave the labour market very tight. Monday’s home loans for
December likely will see a fall, although demand for finance
probably remained elevated, given the outsized gain in
November. The dominant driver of RBA decisions from here,
however, probably will be information on how the economies
of Australia’s major trading partners are tracking.

The Aussie 3s 10s curve steepened modestly last week, from
-46 at the start of the week to -39 at week’s end. This was
partly a response to the market downgrading the chances of
the RBA moving assertively.  The RBA’s commentary
revealed a clear tightening bias, but no indication that RBA
officials were contemplating moving outside the recent
convention of following the release of quarterly CPI data with
policy adjustments. The Q1 CPI data is not scheduled for
release until late April, which makes the most likely timing for
the next policy adjustment, if any, early May.

Surprisingly, AUD sank mid week despite the RBA proving it
is one of the few central banks globally to be raising interest
rates with, possibly, more to come. AUD ended last week

RBA inflation forecasts
%oya 

Consumer price 
index 

Underlying 
inflation

Dec-06 3.30 3.00

Jun-07 2.10 2.80

Dec-07 2.75 3.25

Jun-08 3.25 3.25

Dec-08 3.00 3.00

Jun-09 2.75-3 2.75-3

Dec-09 2.75-3 2.75-3

Source: RBA - November SMP.
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broadly unchanged from where it started at just under 90 US
cents, having traded as high as 0.9102 early in the week.
Renewed concerns about the strength of global economic
growth and increased risk aversion, partly explain the AUD’s
decline. AUD, however, is likely to be well supported in the
medium term; the risk is that the RBA continues to tighten as
other central banks ease, and Australia’s rate of economic
growth is likely to stay well above growth in most other
economies. JPMorgan recently upgraded price forecasts for
many of Australia’s key export commodities.

New Zealand

This week brings two key data-points on the New Zealand
economy. The 4Q producer price index, out Wednesday, will
be up sharply; but it must be noted that this report comes out
after New Zealand’s all-important CPI report (unlike
Australia’s). The report will show, however, the ability and
willingness of corporates to pass on higher costs, and the
pressure on their margins. The most important data point, re-
tail sales, will shed light on the strength of consumer spend-
ing over the holiday shopping period. Retail sales in Decem-
ber are likely to have risen 0.7%m/m, after a strong gain in No-
vember. On balance, the week’s data will be on the strong
side. Despite continued slowdown in housing activity, the
chances of an RBNZ rate cut this year are diminishing.

Having reached the bottom of the range in the previous week,
yields rose on the back of the strong labour market data out
last week. New Zealand’s labour cost index showed wages
growth accelerated over the fourth quarter, as firms struggled
to retain skilled workers. The rise in wages growth was ex-

plained by a much firmer than expected labour force survey.
Full-time employment growth surged over the fourth quarter,
and the unemployment rate dropped to a fresh 20-year low of
3.4%. As a result, yields rose sharply and the curve flattened.

Our trade recommendation performed strongly last week. The
“Kiwi 3 month into 2 year strangle” traded at the bottom of
the range, but bounced back into the middle of the range this
week after the solid labour market data. We recommend hold-
ing the trade for further gains.

Trade recommendations
• Hold long Aussie Mar08 bank bills vs. short Jun08 bills in

futures. Established at 1bp two weeks ago (with target of 10
and a stop loss at -4), the position has traded to 4bp for a
3bp gain.

• Take profit on long Aussie Feb08 IB vs. short Mar08 IB in
futures. Established last GFIMs at 7, where the spread
priced insufficient probability of the RBA raising the cash
rate in March too. The target was 12, with no stop loss, but
now trading at 10bp, for a 3bp gain.

• Establish a 3s 10s curve steepener in futures at -39, with a
stop loss at -44 and target -30. There is a risk that the RBA
will tighten again.

• Hold short Kiwi 3 month into 2 year strangle using strikes
8.75% to 8.55%. Pick up 44pts with breakeven points at
8.99% and 8.31%. The position is back to trading in the
middle of the range.

• Stopped out on Kiwi 2s10s curve steepener. Established at
-79pts, with stop loss at -90pts. The position lost 11pts.
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AUD and NZD Commentary
• AUD and NZD marginally weaker amid risk aversion, broad

USD strength

• RBA hikes as expected; risk-appetite remains key over the
very short-term

• Technicals: AUD/USD and NZD/USD maintain the short term
corrections

Strategy comments
• The Antipodeans took a beating on Tuesday amid a negative

session for equities worldwide. AUD and NZD each ended the
week marginally lower versus USD.  Both currencies, however,
remain above the level predicted by a simple model based on
rate differentials and equities (chart). In Australia, domestic
data should have proven broadly AUD supportive. A
narrowing of the trade deficit–owing to stronger exports—
coupled with above-consensus growth in house prices and a
solid retail sales print on Monday did in fact prop AUD/USD
briefly above 0.91. The importance of investors’ sentiment,
however, was apparent as AUD sold off heavily on Tuesday
amid a widespread slide in stocks worldwide.

• Two important domestic data points for AUD are due this
week. First, and most important, is the release of the RBA’s
quarterly monetary policy statement (Monday), which comes
on the back of a somewhat hawkish statement accompanying
last week’s rate hike. The RBA will likely be on hold for the
rest of 2008, with external headwinds and soft growth in
Australia’s trading partners more than offsetting continued
outperformance in the domestic economy. We do recognize
upside risks to this scenario: the MPS will be key in gauging
the RBA’s assessment of a deteriorating inflation outlook.

• In New Zealand, tightness in the labour markets received a
powerful confirmation last week with the release of the labour
force survey and labour cost report, marking a drop in the
unemployment rate to a 20-yr low and acceleration in wage
growth. In the two weeks ahead, the only tier-1 data release
will be Dec. retail sales (Feb. 14). We expect this report to
show good momentum in spending during the holiday season.
Despite weakness in the housing sector, resilience in
consumer spending and tight labour markets are likely to keep
the RBNZ on its toes and diminish the likelihood of a rate cut.

• We expect external factors to continue playing a more
significant role over the short term for the Antipodeans. In
this respect we emphasize a more cautious approach to
commodity currencies and high-yielders in light of further
threats to risk-sentiment from monoline insurers in the US, the
Euro area banking sector, and adverse growth dynamics
generally speaking. We therefore cut our long AUD/USD
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position to 50% in our GMOS portfolio and recommend
staying sidelined over the short-term.

Technical analysis
• The interim range continues to develop for AUD/USD

following the reversal from the 0.8500 January low. With little
evidence of a return to the underlying medium term trend right
now, our focus is on the short term technical picture. Near
term bounces will now find resistance at 0.9000 as strength
through here would imply a retest of the recent 0.9100 peak is
underway. Importantly, the 0.9200 level will define a retest of
the 0.9400 November peak. Dips will find support at 0.8875
and then 0.8820, which should hold to maintain the near term
upside potential.

• For NZD/USD, prices have shifted into consolidation
following the failed breakout through the critical 0.7930/35
(Dec/Jan highs). Support starts at the 0.7785/55 area, with
breaks here offering a deeper pullback into the 0.7660/.7600
zone, before basing. Breaks through the 0.7965 area should
set the stage for an extension of this rally from the January
low with targets located at at the 0.8110 July ‘07 peak.
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Note: For some emerging economies, 2006-2008 quarterly forecasts are not available and/or seasonally adjusted GDP data are estimated by JPMorgan.
Bold denotes changes from last edition of Global Data Watch, with arrows showing the direction of changes.

Global Economic Outlook Summary

2006 2007 2008 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 1Q09 4Q07 2Q08 4Q08 2Q09
The Americas
United States 2.9 2.2 1.9 4.9 0.6 0.0 2.0 3.0 3.0 3.5 4.0 2.7 2.3 2.3
Canada 2.8 2.5 1.3 2.9 1.0 -1.0 1.5 2.8 2.8 3.0 2.4 1.0 1.6 1.7
Latin America 5.3 5.1 4.3 6.8 4.8 3.3 3.4 3.9 4.6 4.5 5.6 6.2 6.0 5.9

Argentina 8.5 8.6 6.5 11.8 10.0 3.6 4.9 4.1 4.1 4.1 8.2 8.6 9.7 11.0
Brazil 3.8 5.4 4.9 6.9 5.3 4.9 4.3 3.7 4.2 4.1 4.2 4.2 4.2 4.3
Chile 4.0 5.2 4.0 -2.5 8.0 5.0 3.0 3.0 5.0 5.0 7.2 8.2 4.8 3.1
Colombia 6.8 6.8 5.5 6.9 5.0 5.0 5.5 6.5 6.5 4.5 5.4 4.5 4.5 4.0
Ecuador 3.9 2.0 2.5 4.4 5.0 2.0 1.5 1.0 1.0 2.5 2.8 4.1 3.3 3.3
Mexico 4.8 3.1 2.7 5.9 1.0 1.0 2.0 4.1 4.9 4.9 3.8 4.7 4.1 3.3
Peru 7.6 8.4 7.0 15.9 12.0 6.0 3.5 2.0 6.0 6.5 3.5 3.3 2.3 2.0
Venezuela 10.3 8.3 6.0 7.0 10.0 5.0 4.0 4.0 3.5 4.0 20.2 24.8 26.6 29.3

Asia/Pacific
Japan 2.4 1.8 1.1 1.5 0.5 0.5 2.0 2.3 2.3 2.4 0.6 0.8 0.7 0.5
Australia 2.8 3.8 3.5 4.1 3.1 3.2 4.4 2.5 4.1 3.6 3.0 2.9 2.4 2.6
New Zealand 1.5 3.0 2.5 2.1 2.9 2.5 2.7 1.8 2.2 2.9 3.2 3.1 2.9 2.8
Asia ex. Japan 8.5 8.5 7.7 8.2 6.5 7.5 7.7 7.7 8.1 8.0 5.3 5.1 3.8 4.1

China 11.1 11.4 10.5 8.9 9.1 10.8 11.2 10.4 10.4 10.8 6.6 5.6 3.5 4.1
Hong Kong 6.8 6.0 5.3 7.0 5.0 4.0 5.2 5.5 5.5 5.2 3.4 3.4 2.7 3.8
India 9.6 8.7 7.5 8.4 5.3 8.2 7.0 7.5 8.2 8.2 5.5 6.3 5.9 5.2
Indonesia 5.5 6.2 6.2 7.0 5.5 6.0 6.0 6.0 6.0 5.0 6.9 6.9 7.4 7.8
Korea 5.0 4.9 4.8 5.4 6.3 3.0 4.0 5.5 6.0 5.0 3.4 3.4 3.1 3.2
Malaysia 5.9 6.0 5.3 9.7 3.2 4.1 5.7 5.7 6.6 6.1 2.0 3.3 3.8 3.3
Philippines 5.4 7.1 6.1 4.0 7.4 6.0 5.0 5.5 6.0 5.8 3.3 3.2 2.4 2.4
Singapore 7.9 7.6 4.6 4.3 -1.6 6.6 4.1 4.9 8.2 6.1 4.0 5.1 2.8 2.8
Taiwan 4.9 5.6 4.2 13.6 0.5 2.0 3.2 3.6 5.2 5.0 4.0 4.0 1.7 2.4
Thailand 5.1 4.2 5.1 5.8 4.0 6.0 6.0 6.0 5.0 4.5 2.9 4.4 3.8 3.0

Africa
South Africa 5.4 5.0 3.7 ↓ 4.7 3.6 2.8 ↓ 3.8 ↓ 4.1 ↓ 4.0 ↓ 3.7 ↓ 8.4 8.3 ↑ 6.1 ↑ 5.0 ↑

Europe
Euro area 2.9 2.6 1.6 ↓ 3.1 1.2 1.2 ↓ 1.2 ↓ 2.3 2.3 2.5 2.9 2.7 2.3 2.3

Germany 3.1 2.6 1.7 ↓ 2.8 1.3 ↓ 1.3 ↓ 1.3 ↓ 2.3 2.3 2.5 3.1 2.0 1.4 1.5
France 2.2 1.9 1.8 ↓ 3.2 ↑ 1.3 1.5 1.3 ↓ 2.3 2.3 2.3 2.5 ↑ 2.4 ↑ 1.8 2.0
Italy 1.9 1.7 0.8 ↓ 1.7 0.0 0.5 ↓ 0.5 ↓ 2.0 2.0 2.3 2.6 ↑ 2.6 ↑ 2.2 ↑ 2.3

Norway 4.3 5.7 3.8 7.7 3.3 3.0 2.5 3.0 3.0 3.5 1.2 4.8 3.4 2.2
Sweden 4.4 2.8 2.5 2.4 3.0 2.0 2.0 3.0 3.0 3.5 3.2 3.6 3.0 2.5
Switzerland 3.2 2.8 1.9 3.3 2.0 1.3 1.5 1.8 1.8 2.0 1.7 1.8 1.5 1.1
United Kingdom 2.9 3.1 2.0 2.7 2.4 1.2 1.6 2.0 2.3 2.5 2.1 2.4 2.7 2.1
Emerging Europe1 6.6 6.5 5.8 6.5 10.0 1.0 7.6 5.8 8.4 1.4 8.0 8.3 6.8 5.8

Bulgaria 6.1 6.1 5.2 … … … … … … … … … … …
Czech Republic 6.4 5.8 5.3 5.8 5.0 5.5 5.2 5.5 5.5 5.5 4.8 ↑ 4.8 4.3 4.2
Hungary 3.9 1.6 2.3 1.2 3.8 2.6 2.1 2.2 3.0 4.2 7.0 5.8 4.1 3.7
Poland 6.2 6.5 5.8 4.9 8.8 5.0 5.0 5.3 5.5 5.8 3.5 3.6 3.1 3.1
Slovak Republic 8.5 9.0 7.0 9.2 7.5 7.0 6.5 6.0 6.0 5.0 3.0 3.6 3.7 4.1
Romania 7.7 6.0 5.6 … … … … … … … 6.7 6.5 5.5 5.3
Russia 7.4 8.1 6.8 7.4 13.0 -2.5 10.5 6.5 12.0 -2.5 11.5 12.6 10.1 8.8
Turkey 6.1 5.0 5.0 … … … … … … … 8.2 7.4 6.2 4.1

Global 3.7 3.4 ↑ 2.7 4.4 2.2 1.6 2.8 ↓ 3.4 3.6 3.6 3.5 3.1 2.7 ↑ 2.6
Developed markets 2.8 2.4 1.7 ↓ 3.6 1.0 0.6 ↓ 1.8 ↓ 2.6 2.6 2.9 2.9 2.4 ↑ 2.1 ↑ 2.0
Emerging markets 7.0 7.0 ↑ 6.1 ↓ 7.5 6.6 5.2 ↓ 6.5 ↓ 6.4 7.2 5.9 5.9 6.0 4.9 4.8

% over a year ago
Consumer prices

                                          % over previous period, saar                                               
Real GDP

% over a year ago
 Real GDP
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Global Central Bank Watch
Change from Forecast

Official interest rate Current Jun 04 (bp) Last change next change Mar 08 Jun 08 Sep 08 Dec 08 Mar 09

Global GDP-weighted average 3.98 144 3.88 3.71 3.71 3.75 3.90
    excluding US GDP-weighted average 4.44 130 4.41 4.17 4.17 4.23 4.33
Developed GDP-weighted average 3.21 160 3.09 2.89 2.89 2.93 3.11
Emerging GDP-weighted average 7.11 81 7.09 7.10 7.08 7.11 7.10

The Americas GDP-weighted average 3.71 145 3.48 3.43 3.41 3.40 3.62
United States Federal funds rate 3.00 175 30 Jan 08 (-50bp) 18 Mar 08 (-25bp) 2.75 2.75 2.75 2.75 3.00
Canada Overnight funding rate 4.00 200 22 Jan 08 (-25bp) 4 Mar 08 (-50bp) 3.50 2.75 2.75 2.75 3.00
Brazil SELIC overnight rate 11.25 -475 5 Sep 07 (-25bp) 2Q 09 (-25bp) 11.25 11.25 11.25 11.25 11.25
Mexico Repo rate 7.50 100 26 Oct 07 (+25bp) 15 Aug 08 (-25bp) 7.50 7.50 7.25 7.00 7.00
Chile Discount rate 6.25 450 10 Jan 08 (+25bp) 10 Jul 08 (-25bp) 6.25 6.25 6.00 5.75 5.75
Colombia Repo rate 9.50 275 23 Nov 07 (+25bp) 1Q 09 (-25bp) 9.50 9.50 9.50 9.50 9.25
Peru Reference rate 5.25 275 10 Jan 08 (+25bp) on hold 5.25 5.25 5.25 5.25 5.25

Europe/Africa GDP-weighted average 4.53 165 4.53 4.09 4.09 4.09 4.26
Euro area Refi rate 4.00 200 6 Jun 07 (+25bp) 10 Apr 08 (-25bp) 4.00 3.50 3.50 3.50 3.75
United Kingdom Repo rate 5.25 75 7 Feb 08 (-25bp) 10 Apr 08 (-25bp) 5.25 4.75 4.75 4.75 4.75
Sweden Repo rate 4.00 200 30 Oct 07 (+25bp) 4Q 08 (+25bp) 4.00 4.00 4.00 4.25 4.50
Norway Deposit rate 5.25 350 12 Dec 07 (+25bp) 3Q 08 (+25bp) 5.25 5.25 5.50 5.75 5.75
Czech Republic 2-week repo rate 3.75 150 7 Feb 08 (+25bp)  26 Mar 08 (+25bp) 4.00 4.00 4.00 3.75 3.50
Hungary 2-week deposit rate 7.50 -400 24 Sep 07 (-25bp) 3Q 08 (-25bp) 7.50 7.50 7.25 7.00 6.75
Poland 7-day intervention rate 5.25 0 30 Jan 08 (+25bp)  26 Mar 08 (+25bp) 5.50 5.50 5.75 6.00 6.00
Russia 1-week deposit rate 3.50 250 4 Feb 08 (+25bp) 1Q 09 (+25bp) 3.50 3.50 3.50 3.50 3.75
Slovak Republic 2-week repo rate 4.25 -75 27 Apr 07 (-25bp) 2Q 08 (-75bp) 4.25 3.50 3.50 3.50 3.75
South Africa Repo rate 11.00 300 6 Dec 07 (+50bp)  Dec 08 (-50bp) 11.00 11.00 11.00 10.50 10.00
Switzerland 3-month Swiss Libor 2.75 225 13 Sep 07 (+25bp) Jun 08 (-25bp) 2.75 2.50 2.50 2.50 2.50
Turkey Overnight borrowing rate 15.50 -650 17 Jan 07 (-25bp) 14 Feb 08 (-25bp) 15.00 14.00 13.50 13.50 13.00

Asia/Pacific GDP-weighted average 3.61 114 3.59 3.64 3.65 3.83 3.83
Australia Cash rate 7.00 175 5 Feb 08 (+25bp) on hold 7.00 7.00 7.00 7.00 7.00
New Zealand Cash rate 8.25 250 26 July 07 (+25bp) 1Q 09 (-25bp) 8.25 8.25 8.25 8.25 8.00
Japan Overnight call rate 0.50 50 21 Feb 07 (+25bp) 4Q 08 (+25bp) 0.50 0.50 0.50 0.75 0.75
Hong Kong Discount window base 4.50 200 23 Jan 08 (-75bp) 31 Jan 08 (-50bp) 4.25 4.25 4.25 4.25 4.50
China 1-year working capital 7.47 216 20 Dec 07 (+18bp) 2Q 08 (+27bp) 7.47 7.74 7.92 8.19 8.19
Korea Overnight call rate 5.00 125 9 Aug 07 (+25bp) 1Q 09 (+25bp) 5.00 5.00 5.00 5.00 5.25
Indonesia BI rate 8.00 66 6 Dec 07 (-25bp) 6 Mar 08 (-25bp) 7.75 7.50 7.50 7.50 7.50
India Repo rate 7.75 175 30 Mar 07 (+25bp) Jul 08 (-25bp) 7.75 7.75 7.50 7.50 7.25
Malaysia Overnight policy rate 3.50 80 26 Apr 06 (+25bp) on hold 3.50 3.50 3.50 3.50 3.50
Philippines Reverse repo rate 5.00 -175 31 Jan 08 (-25bp) 13 Mar 08 (-25bp) 4.75 4.75 4.75 4.75 4.75
Thailand 1-day repo rate 3.25 200 18 July 07 (-25bp) 27 Feb 08 (-25bp) 3.00 2.75 2.75 2.75 2.75
Taiwan Official discount rate 3.375 200 20 Dec 07 (+12.5bp) 1Q 09 (+12.5bp) 3.375 3.375 3.375 3.375 3.50
Bold denotes move this week and forecast changes
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Forecasts - Australia and New Zealand

2007 2008 2009 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Chain volume GDP 3.8 3.5 3.2 2.8 4.1 3.1 3.2 4.4 2.5 4.1 3.6 2.8 3.1 0.6

Private consumption 4.0 3.5 2.6 1.5 5.0 3.2 4.1 3.2 2.8 2.8 2.4 2.8 2.0 1.6
Construction investment 10.2 3.0 1.3 4.3 5.3 1.9 2.8 4.2 0.5 3.1 2.1 -1.2 0.4 1.4
Equipment investment 7.1 2.4 -2.3 20.7 -8.9 4.2 2.1 8.6 -4.1 0.0 -2.1 -4.1 -8.1 0.0
Public investment 4.0 6.8 6.2 90.3 -8.7 4.2 4.7 5.2 5.4 5.8 6.2 6.6 7.0 7.5

Government consumption 2.7 3.4 2.8 0.7 4.2 2.2 4.4 3.7 3.3 2.9 3.5 2.2 1.8 2.2
Exports of goods & services 4.0 5.8 7.6 2.5 9.4 4.1 6.1 6.1 4.1 8.2 8.2 8.2 10.4 4.1
Imports of goods & services 10.0 4.8 2.6 5.8 9.4 5.1 6.1 2.0 1.6 3.2 3.2 2.4 1.8 3.2

Contributions to GDP growth:
Domestic final sales 4.6 3.7 2.3 5.6 3.1 4.1 3.9 4.1 2.2 2.9 2.4 1.8 1.2 1.8
Inventories 0.7 -0.3 0.0 -1.8 1.3 -0.6 -0.5 -0.4 -0.1 0.3 0.3 -0.2 0.2 -1.3
Net trade -1.4 0.1 1.0 -0.8 -0.3 -0.4 -0.2 0.8 0.5 0.9 0.9 1.1 1.7 0.1

GDP deflator (%oya) 3.7 2.8 2.6 4.4 3.1 2.9 2.9 2.9 2.9 2.7 2.6 2.6 2.6 2.5
Consumer prices (%oya) 2.3 3.8 2.9 2.1 1.9 3.0 4.1 3.7 3.8 3.5 3.1 3.0 2.8 2.8
Producer prices (%oya) 2.1 2.6 2.5 1.5 0.8 2.5 3.5 1.7 2.7 2.6 2.5 2.5 2.5 2.5

Trade balance (A$ bil, sa) -19.2 -22.3 -14.6 -4.4 -5.0 -5.9 -6.1 -5.8 -5.6 -4.8 -4.5 -3.9 -3.2 -3.1
Current account (A$ bil, sa) -65.4 -73.3 -68.6 -15.6 -15.6 -18.9 -18.6 -18.8 -18.6 -17.3 -18.0 -17.9 -16.7 -16.1

as % of GDP -6.0 -6.4 -5.6 -5.8 -5.7 -6.8 -6.6 -6.6 -6.4 -5.9 -6.0 -5.9 -5.4 -5.2
3m eurodeposit rate (%)* 6.0 7.3 6.8 5.8 7.1 7.2 7.3 7.3 7.3 7.1 6.9 6.8 6.8 6.7
10-year bond yield (%)* 5.6 6.4 6.3 5.6 5.7 6.4 6.5 6.5 6.5 6.3 6.3 6.3 6.3 6.3
US$/A$* 0.75 0.90 0.84 0.74 0.77 0.88 0.88 0.90 0.91 0.90 0.88 0.85 0.82 0.79
Commonwealth budget (FY, A$ bil) 13.6 8.5 6.0

as % of GDP 1.3 0.7 0.5
Unemployment rate 4.3 4.7 5.5 4.3 4.3 4.3 4.5 4.6 4.8 5.0 5.3 5.4 5.6 5.7
Industrial production 2.8 0.7 0.8 1.7 -0.5 -1.0 0.0 1.0 3.0 4.0 -1.0 -2.0 -3.0 0.0

*All financial variables are period averages

20092007 2008

Australia: economic projections percentage change over previous period, seasonally adjusted annual rates, un

2007 2008 2009 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Real GDP (1995-96 prices) 3.0 2.5 2.8 3.3 2.1 2.9 2.5 2.7 1.8 2.2 2.9 3.5 3.3 2.6

Private consumption 4.1 1.3 1.6 1.8 1.3 1.2 1.1 1.2 1.4 1.5 1.6 1.8 1.9 2.0
Fixed Investment 3.1 0.4 2.3 -2.9 -0.9 1.6 0.6 0.4 0.5 1.7 2.9 2.9 3.2 4.0

  Residential construction 4.9 -0.8 -1.5 14.8 7.9 1.6 -3.2 -4.0 -8.0 -4.0 -1.6 1.6 3.2 4.0
  Other fixed investment 2.6 0.7 3.3 -6.9 -3 1.6 1.6 1.6 2.8 3.2 4.0 3.2 3.2 4.0

Inventory change (NZ$ bil, saar) 0.9 0.4 0.5 0.4 0.3 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Government spending 4.1 5.9 4.0 4.2 8.8 4.4 5.6 6.9 5.8 4.7 2.4 4.4 2.9 2.4

Exports of goods & services 2.5 3.6 4.4 -3.2 -2.3 8.0 5.0 3.6 4.0 4.2 4.5 4.8 5.0 4.5
Imports of goods & services 7.5 2.7 3.0 10.8 0.9 2.2 2.4 2.2 3.0 3.0 3.5 3.0 2.5 3.0

Contributions to GDP growth:
Domestic final sales 4.3 2.8 2.4 3.5 4.4 4.1 1.9 2.1 2.1 2.3 2.3 2.9 2.5 2.3
Inventories 0.6 -0.4 0.1 4.7 -1.1 -2.7 0.0 0.2 -0.5 -0.2 0.5 0.2 0.1 0.0

Net trade -1.9 0.1 0.3 -4.8 -1.1 1.6 0.7 0.3 0.2 0.2 0.1 0.4 0.7 0.3
GDP deflator (%oya) 3.7 3.3 2.8 4.1 3.8 3.8 3.8 3.2 3.0 3.0 2.9 2.8 2.7 2.7

Consumer prices 2.4 3.2 2.7 4.0 2.0 4.8 3.0 2.7 3.1 2.8 2.7 2.6 2.7 2.5
%oya 2.4 3.2 2.7 2.0 1.8 3.2 3.4 3.1 3.4 2.9 2.8 2.8 2.7 2.6

Trade balance (NZ$ bil, sa) -3.7 -5.3 -4.1 -0.8 -0.8 -1.3 -1.3 -1.3 -1.3 -1.3 -1.3 -1.1 -1.0 -0.8
Current account (NZ$ bil, sa) -14.5 -14.8 -13.5 -3.5 -3.6 -3.8 -3.7 -3.7 -3.6 -3.7 -3.7 -3.5 -3.3 -3.0

as % of GDP -8.5 -8.2 -7.1 -8.3 -8.5 -8.7 -8.4 -8.2 -8.1 -8.2 -8.0 -7.5 -6.8 -6.1
Yield on 90-day bank bill (%)* 8.4 8.4 7.8 8.2 8.7 8.8 8.4 8.4 8.4 8.4 8.0 7.9 7.6 7.5

10-year bond yield (%)* 6.3 6.6 7.0 6.4 6.4 6.4 6.5 6.6 6.7 6.8 7.0 7.1 7.0 7.0
US$/NZ$* 0.74 0.76 0.67 0.74 0.74 0.76 0.76 0.76 0.76 0.75 0.68 0.65 0.67 0.68
Commonwealth budget (NZ$ bil) 6.4 5.3 5.0

as % of GDP 3.8 2.9 2.6
Unemployment rate 3.6 4.0 4.5 3.6 3.5 3.7 3.8 3.9 4.1 4.2 4.3 4.5 4.6 4.7

New Zealand: economic projections percentage change over previous period, seasonally adjusted annual rates, unless stated

2007 2008 2009

*All financial variables are period averages
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Australia and New Zealand economic calendar

 
 
 
 
 
 
 
 

Monday Tuesday Wednesday Thursday Friday 

 
11 Feb  
 
Australia: 
ANZ job advertisements (11:30am)  
 Jan  
Housing finance (11:30am)  
Dec  -1.0 %m/m, sa 
  
New Zealand: 
QV house prices  
Jan  8.5 %oya 

 
 
 
 

 
12 Feb  
 
Australia: 
NAB business confidence 
(11:30am)  Jan  
 

 
13 Feb  
 
Australia: 
Westpac consumer confidence 
(10:30am)  Feb  -10.0 %m/m, sa 
  
New Zealand: 
PPI (10:45am)  
  4Q  3.6 %oya 
 

 
14 Feb  
 
Australia: 
Consumer inflation expectation 
(10:30am) Feb  
Unemployment rate (11:30am)  
Jan  4.4 %, sa 
 
New Zealand: 
PMI  (12:00pm)  
Jan  
 

 
15 Feb  
 
New Zealand: 
Retail sales (10:45am)  
  Dec  0.7 %m/m, sa 
 

 
18 Feb  
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 
19 Feb  
 
Australia: 
BoP imports prelim. (11:30am) Jan  
  
  

 
20 Feb  
 
Australia: 
Westpac leading Index (10:30am)  
Dec  
  

 
21 Feb  
 
Australia: 
New motor vehicles sales 
(11:30am) Jan  
 
New Zealand: 
Credit card spending (03:00pm)  
Jan  
 
 
 

 
22 Feb  
 
 
  

 
25 Feb  
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 
26 Feb  
  

 
27 Feb  
 
Australia: 
Construction work done (11:30am)  
4Q  

 
New Zealand: 
Building permits (10:45am)  Jan  
  

 
28 Feb  
 
Australia: 
Private capital expenditure 
(11:30am)  4Q  
  
New Zealand: 
Visitor arrivals (10:45am)  Jan  
Money supply (03:00pm)  Jan  
NBNZ bus. conf. (03:00pm)  Feb  
  

 
29 Feb  
 
Australia: 
Private sector credit (11:30am) Jan  
 
New Zealand: 
Trade balance (10:45am)  Jan  
  
 

 
3 Mar  
 
Australia: 
Company profits (11:30am)  4Q  
Inventories (11:30am)  4Q  
 
 
 
 
 
 
 
 
 
  

 
4 Mar  
 
Australia: 
Retail sales (11:30am)  Jan  
Current account (11:30am)  4Q  
RBA cash target (02:30pm)  Mar  
RBA comm. index (04:30pm) Feb  
  
New Zealand: 
ANZ comm. price (03:00pm) Feb  
 

 
5 Mar  
 
Australia: 
GDP (11:30am)  
  4Q  
  

 
6 Mar  
 
Australia: 
Building approvals (11:30am)  Jan  
Trade balance (11:30am)  Jan  
  
New Zealand: 
RBNZ cash rate (08:00am)  Feb  
 

 
7 Mar  
 
Australia: 
Foreign reserves (04:30pm)  Feb  
  

Highlighted data are scheduled for release on or after the date shown.  Times shown are local. 
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Global Data Diary
     Week / Weekend  Monday Tuesday Wednesday Thursday Friday

18 Feb
Japan
• Construction spending

(Dec)
• Tertiary sector activity

index (Dec)

19 Feb
Canada
• CPI (Jan)

China
• CPI (Jan)

Sweden
• CPI (Jan)

United States
• NAHB survey (Feb)

18 - 22 Feb
China
• Trade balance (Jan)

Japan
• Nationwide dept

store sales (Jan)
• Fukui speech on

Saturday, Feb 23

Taiwan
• GDP (4Q)

20 Feb
Japan
• BoJ minutes: Jan 21-22

United Kingdom
• BoE minutes

United States
• CPI (Jan)
• Housing starts (Jan)
• FOMC minutes

21 Feb
France
• CPI (Jan)

Japan
• Trade balance (Jan)

Norway
• GDP (4Q)

United Kingdom
• Retail sales (Jan)

United States
• Philly Fed bus survey

(Feb)

22 Feb
Belgium
• BNB bus survey (Feb)

Colombia
• BanRep meeting

Euro area
• Industrial new orders

(Dec)
• PMI flash (Feb)

France
• INSEE bus survey (Feb)

Japan
• Fukui speech

Mexico
• CPI (Feb)
• Trade balance prelim

(Jan)

11 Feb
Mexico
• Trade balance (Dec)

Norway
• CPI (Jan)

United Kingdom
• Trade balance (Dec)

12 Feb
Germany
• ZEW bus survey (Feb)

Taiwan
• Trade balance (Jan)

United Kingdom
• CPI (Jan)

11 - 15 Feb
China
• Money supply (Jan)

13 Feb
Brazil
• IPCA (Jan)

Euro area
• IP (Dec)

Japan
• Consumer sent (Jan)

Korea
• BoK meeting

Sweden
• Riksbank meeting

United Kingdom
• Claimant count (Jan)
• Earnings (Dec)
• BoE Inflation report

United States
• Business inventories

(Dec)
• Retail sales (Jan)

14 Feb
Canada
• Trade balance (Dec)

Euro area
• GDP flash (4Q)
• Trichet speech

Germany
• GDP flash (4Q)

Japan
• GDP 1st est (4Q)
• IP final (Dec)

Mexico
• IP (Jan)

Turkey
• CBRT meeting

United States
• Trade balance (Dec)
• Bernanke speech

15 Feb
Euro area
• Trade balance (Dec)
• Trichet speech

France
• Employment prelim (4Q)

Japan
• BoJ meeting

Mexico
• Banxico meeting

United States
• Consumer sent prelim

(Feb)
• Import prices (Jan)
• IP (Jan)
• NY Fed bus survey (Feb)
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