
The overnight bounce
Overnight, international bourses 
returned to positive territory after 
investors sought comfort about a 
debt ceiling deal following positive 
negotiations over the weekend. This saw 
equity markets gain 0.25%-0.75%, while 
commodity markets had a stellar session, 
with oil gaining 1.5%, while gas surged 
4.6%. Bond markets were steady, with 
the 2-year US treasury yield flat at 4.00%, 
while the 10-years firmed 3bps to 3.50%. 
The AUD and NZD both had strong 
sessions, rallying 0.75% against the USD.  

Total consumer debt in the US surpassed 
the magical USD17trn mark for the first 
time, with mortgage, student, and auto 
loans rising, while credit card balances 
remained at record highs. However, total 
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delinquency rates rose to 3.0%, their 
highest since Q3 2020, with the biggest 
increases reported for credit cards and 
auto debt. In its lowest print in 4-months, 
the NY Empire State manufacturing 
index unexpectedly collapsed to -31.8 in 
May, from April’s 10.8 (and forecasts at 

-3.75).

Atlanta Fed President Raphael Bostic 
pushed back against bets the central 
bank will cut interest rates this year, 
cautioning “My baseline case is we won’t 
really be thinking about cutting until well 
into 2024. If you look at most measures of 
inflation, they’re still two times where our 
target is. I’m personally inclined to pause 
but the FOMC is still considering what to 
do” while the BoE’s Pill announced, “I 
see a risk of inflation getting stuck at 4.0%-
5.0%, we need to avoid this. We do recognise 
that we live in ‘challenging times’ which are 
more acute for the most vulnerable parts of 
society.”  

In other headlines, the European 
Commission has revised up its European 
growth forecasts, lifting their 2023 call 
from 0.8% to 1.0% while, for 2024, the 
revised forecast increases from 1.6% to 
1.7%. Industrial production in the Euro-
zone fell -4.1% in March, which was a 
lot worse than the anticipated -2.5% 
contraction. 

In NZ, one of the major banks has advised, 
”We now see the economy avoiding recession 
due to an historic reversal in net migration. 
The bottom of the housing market seems 
in, but it will take longer to bring inflation 

down. We now see the OCR peaking at 
6.0%.” Meanwhile, an Infometrics’ report 
suggests that while the NZ economy will 
definitely slow, it may escape a recession 
after they projected a “small quarterly 
increase in economic activity after a weaker 
end to 2022”. They see Q1 growth at 
0.1% and an annual growth rate of 2.7%. 
Finally, NZ services PMI’s fell to 49.8 in 
April, from 53.8.

Fitch confirmed Australia’s AAA rating, 
while we also had another of the ‘big 
4’ Australian banks suggest Australia 
could see further hikes given, “The key 
uncertainty for our rate expectations has 
been the RBA’s mixed signals in 2023. It is 
clear that the near-term balance of risks on 
inflation remain to the upside. At least one 
additional rate rise is likely to be necessary 
to limit the risk this timeline slips any further 
and we wouldn’t rule out the prospect of an 
additional rise to 4.35% if the data stays 
stronger for longer.”

Ouch!
The Argentine central bank hiked their 
benchmark interest rate 600bps to 
97%, while Michael Burry, of ‘The Big 
Short’ fame, didn’t sell his portfolio in 
Q1, instead he loaded up on US regional 
banks!
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