
It’s remarkable
For all the talk of a strong US recovery 
with Americans looking to rejoin the 
workforce, in a remarkable release, this 
week’s jobless claims number actually 
increased for the first time in 7 weeks 
as those seeking benefits increased to 
412,000, which was significantly above 
the forecast of 360,000.  The continuing 
claims number increased to 3,518,000. 

In New Zealand the recovery continues 
with the sensational Q1 2021 GDP print. 
Quite simply, no one forecast the 1.6% 
print for the quarter, nor the annualised 
print at 2.4%. While the countries credit 
cards may not be looking good, the strong 
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housing market, domestic spending, 
and construction offset the losses from 
tourism and international students. 
This saw a few of the local banks bring 
forward their hikes by a quarter or two.   

In Australia, an incredible 115,000 jobs 
were added to the workforce, of which 
a remarkable 97,500 were full-time 
with the balance part-time. This saw the 
unemployment fall to 5.1%, well ahead of 
the 5.5% forecast, while the participation 
rate was a solid 66.2%. 

In an even more remarkable twist, the 
Euro zone had some positive news after 
construction output jumped 42.3% in 
April, which followed on from March’s 
upwardly revised 20.0% increase.

So, with weak data in the US and strong 
releases in New Zealand, Australia, 
and even the Euro zone, one would 
have thought that the antipodean 
currencies would have rallied, and the 
USD weakened in the overnight trading! 
Remarkably, that assumption would  
have been wrong with the NZD, AUD and 
the Euro all down around 0.75% against 
the USD to be trading at 0.7000, 0.7550 
and 1.1900, respectively. In amongst 
this, equities are mixed although oil 
markets have come under pressure as 
the stronger dollar and profit taking have 
weighed. 

So, why is this? Well, with all of this talk 
that the Fed is about to start discussing 
tapering, traders are front-running the 
move. Looking at the technicals, while 

the NZD has broken key support levels, 
the AUD and the EUR are currently 
setting their levels at the moment. This 
means tomorrow morning’s close, the 
weekly close, has even more significance. 

In the bond markets, the 10 year yield 
in the US fell to 1.515%, while the bund 
increased to -0.24%, the NZ jumped  
3 bps to 1.93%, and the Australian  
10 year jumped a whopping 10 bps to 
1.65%. It should also be noted that the 
US 30 year yield just hit a 4 month low at 
2.105%. 

Interestingly
In an interesting antidote, while 
the Federal Reserve’s ‘dot plots’ are 
suggesting hikes in 2023, which is still 
some time away, it should be remembered 
that the Fed’s balance sheet has almost 
doubled to nearly USD8 trillion during 
the pandemic, which compares to a 
modest increase of ‘just’ USD1 trillion  
in the 2008 GFC.  

While global interest rates are at 
record lows, there are about 8.7 million 
Americans aged 50 and over who are 
still paying off their college loans, and if 
that wasn’t bad enough, their debt has 
increased by around 50.0% since 2017.

Financial markets are going to be volatile 
tonight as it’s a ‘triple witching’ expiry!
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