
With May Day being a global 
holiday ...

… I wouldn’t expect there to be much 
activity in the financial markets today! 
But there was plenty on Friday, so let’s 
get to it! 

The Fed’s favoured inflation measure, 
the PCE deflator, highlighted what we 
already knew. Headline inflation fell 
from March’s revised 5.1% to 4.2% 
although the ‘core’ remained somewhat 
‘stickier’ with February’s release revised 
higher to 4.7%, while March’s release 
printed at 4.6%. In other US headlines, 
Q1 employment costs flatlined at 0.3%, 
which was worse than the 0.2% expected. 
Meanwhile, the University of Michigan 
sentiment survey also flatlined at 63.5 
with broader inflation expectations 
relatively stable.   
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Euro-zone inflation was also rather 
contradictory after German inflation 
fell to an 8-month low at 7.2%, although 
it accelerated in France and Spain. 
GDP data was a mixed bag as well. On 
a positive, growth across the region 
increased by 0.1% in Q1, which was 
below expectations at 0.2% but better 
than Q4’s 0.0%.  

Chinese manufacturing PMIs 
unexpectedly fell to a 4-month low 
of 49.2 missing market estimates of 
51.4 highlighting the first contraction 
in factory activity since December. 

Well, that isn’t going to help inflation, UK 
business confidence rose to an 11-month 
high in April with companies optimistic 
about their plans to raise prices over the 
next!

The new BoJ Governor played with a 
straight bat leaving the short-term cash 
rate target at -0.10% with the Board 
unanimously voting to maintain its 
YCC policy with the 10-year JGB yield 
target at 0% within its +/- 0.5% bands, 
although the BoJ scrapped its guidance 
on future rate levels and called for a long-
term policy review on monetary policy 
guidance.

Ahead of the BoJ update we also had a 
host of data releases with annual retail 
sales jumping from 6.6% to 7.2%, the 
unemployment rate increasing to 2.8% 
from 2.6%, industrial production surged 
to 0.8% from 0.5% while Tokyo headline 
CPI increased to 3.5% on the year from 
3.3% although the core gapped higher 
from 3.4% to 3.8%.  

Australian ‘wholesale’ inflation appears 
to be coming under the influence of 
higher electricity and gas prices after 
PPIs jumped 1.0% on the quarter 
although it eased on the year to 5.2%. 
The NZ Roy Morgan survey told us what 
we already knew, consumer confidence 
remains deeply pessimist at 79.3 while, 
unsurprisingly, inflation expectations 
eased from 5.4% to 5.2%.

Its going to be a busy week …
… with central bank decisions from the 

Federal Reserve, the ECB, RBA, and 
Norges Central Bank. In the US, we have 
their employment numbers, job opening, 
ISM Services, manufacturing PMIs, 
and trade data. We also have inflation 
releases for the Euro Area and Italy, 
the trade balance and retail sales from 
Australia, and Q1 data from New Zealand. 

Fitch says that banking system stress in 
the US will further tighten credit markets 

— you think!

Goldmans has raised its BoE terminal 
cash forecast to 5.0% citing stronger-
than-expected economic activity in 
Britain. Their current UK cash rate is 
4.25%. 

Starting the week, the NZD starts on the 
front foot higher against the USD and 
AUD, with the USD-index sitting around 
the 101.50 level. Treasury yields also 
closed the week lower, with the 2-year 
and 10-year both -9.5bps lower at 4.02% 
and 3.43%. International equity markets 
closed in positive territory.
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