
Markets were unusually quiet
As they awaited the final verdict of  
the Johnny Depp-Amber Herd trial — 
USD23 million to the good anyway, 
although hard fought earnings. 

The ISM manufacturing index increased 
to 56.1 in May from 55.4 in April, beating 
market forecasts of 54.5. New orders, 
production, and inventories all grew faster 
while price pressures eased for a second 
straight month.

We also had a couple of Fed members, with 
perma-bull, Jim Bullard, stating, “It’s too 
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early to say if we’ve seen peak inflation; we 
will need more than a few months to make a 
judgment. I would put neutral above 2.0% 
but (we) will need to go above that to bring 
inflation down,” while Tom Barkin added, 

“The reduction in the balance sheet does a little 
more on top of rate hikes to tighten policy. I am 
still hearing very strong consumer demand. I 
am not seeing anything in the data that makes 
me concerned about consumer spending. You 
can’t find a recession in the data or the actions 
of companies.” However, rent-a-quote, 
Jamie Dimon, took a slightly different view 
warning investors to ‘brace yourselves’ for 
an economic hurricane caused by the Fed 
and Ukraine war!

New Australian treasurer, Jim Chalmers, 
has been quick to the party stating, “China’s 
COVID strategy poses risks to the Australian 
economy,” and the PMI releases backed 
that up after the IGP manufacturing index 
fell to 52.4 from 58.5, while the Markit 
manufacturing index dropped to 55.3 
from 57.9 and the services eased to 53.0 
from 56.6. Australian Q1 GDP exceeded 
the 0.7% forecast printing at 0.8% on the 
quarter and 3.3% on the year. After the 
huge 3.6% gain in 4Q21, the 0.8% increase 
in 1Q22 wasn’t a bad result and will allow 
the RBA free reign to pursue its tightening 
path. 

The two main inflation indicators 
underpinned the inflationary pressures 
after the ‘chain price index’ reached +4.9%, 
while the ‘deflator’ surged to 3.0% from 

-0.1%, and 6.7% on the year. Finally, wage 
growth slowed to 1.8% in Q1 from Q4’s 
2.0%.

The Deputy Governor of The Reserve 
Bank of New Zealand (“RBNZ”), Christian 
Hawkesby, has given two speeches in 
two days stating, “it is important to keep 
expectations of inflation anchored” and 

“demand needs to be moderated” as “inflation 
expectations can become self-fulfilling.” One 
of the banks also stated, “the business 
outlook survey painted a bleak picture of the 
economy. The signs of an economic recession, 
or thereabouts, are clearly visible.”

The BoC raised their overnight cash rate 
by 50bps to 1.50%, matching market 
expectations and signalling that there will 
be further hikes in coming months.

OPEC are due to meet on Thursday, while 
the EU is to ban insurance on European 
ships that carry Russian oil. But don’t  
worry, Russian’s has been conducting 
nuclear drills overnight while China 
announced it will work with Russia to 
promote ‘real democracy.’ 

Equities weakened a touch, commodities 
firmed, and crypto’s have taken a bath … 
again! Bond yields spiked higher with the 
T-bond at 2.925% and the bund at 1.18% 
while the NZD/USD remained weak falling 
below the 0.6500 level, although the AUD/
USD remained above 0.7175 which saw 
the NZD/AUD rate fall back to 0.9035, or 
1.1070 if you prefer!   
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