
Americans are still working … 
which means one thing!
The JOLTS report highlighted a strong 
rebound in US job vacancies after the 
headline number increasing by 358,000 
to reach 10.1 million in April highlighting 
a solid rebound from the prior months 
near 2-year low at 9.745 million. The 
strong number reinforced expectations 
the Fed may raise rates further at their 
14-June meeting, which naturally saw 
equity markets weaken generating a ‘sea 
of red’ across international bourses with 
most exchanges -0.35% to -1.5% lower. 
Commodity markets also remained weak 
with oil and gasoline prices -0.5% to 

-2.0% lower, while gas prices fell -3.35%. 
Currency markets consolidated after 
yesterday’s sell-off with the AUD and 
EUR consolidating below the 0.6500 and 
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1.0700 levels, while the NZD firmed back 
above the 0.6000 level. 

The Fed’s beige book highlight noted 
a strong workforce after employment 
increased in most districts, although it 
was at a slower pace, while consumer 
prices continued to move up due to 
solid demand and rising costs. Overall, 
economic activity was little changed 
in April and early May. Chicago PMIs 
continued to contract falling to 40.4 
against forecasts at 47.1. 

Cleveland Fed president, Loretta Mester, 
announced there is, “no compelling reason 
to wait until more evidence to decide what 
to do. There is more of a compelling case for 
bringing rates up then holding for a while. 
The debt ceiling deal removes a ‘big piece of 
uncertainty’ (although) the decision could 
still be swayed by NFP and the next inflation 
report.” Against this, Fed colleague Harker 
said that while “we need to some slowing in 
the labour market, the Fed doesn’t have to 
hike at every meeting.”   

In the Eurozone, German inflation 
declined to 6.1% in the year to May, 
down from Aprils 7.2% and below market 
expectations of 6.5%. It was the lowest 
print since March 2022, due to slower 
increases in both energy and food prices.

RBA Governor Lowe testified 
before Parliament ...

… and stated, “the RBA is in data-
dependency mode. Monetary policy is in 
restrictive territory. There is not a single 
variable that drives RBA policy decisions. 

Inflation expectations are well anchored but 
can’t take this for granted. RBA is serious 
about its inflation target, but also wants 
to preserve its labour market gains. Wage 
growth has not been a source of inflation. 
If inflation gets entrenched, it would 
lead to higher interest rates and higher 
unemployment.”

The CPI print certainly implied a higher 
for longer rhetoric after it came in at 
6.8%, which was better than May’s 7.0% 
but a lot worse than forecasts at 6.4%. 
Significant inputs were housing (8.9%), 
food and non-alcoholic beverages (7.9%) 
and transport (7.1%).

PIMCO’s base case is for an Australian 
recession as the country approaches a 
fixed-rate mortgage cliff as “mortgages 
switch over with most loans having a 2.5% 
interest rate, likely moving into floating rate 
territory around a 5.50%-6.50% rate. The 
idea that interest rates will come down and 
we’ll miraculously get a soft landing, we 
think that’s a fool’s paradise. An Australian 
recession is now our base case.”

Great news, New Zealand business 
confidence improved in May, but to 

-31.1 from April’s -43.8 highlighting how 
weak it remains. The own activity also 
improved, to -4.5 from -7.6. 

China official May PMIs told us what we 
expected with manufacturing falling to 
48.8 verse the 51.04 expected 51.4 while 
services flatlined at 54.5 against the 54.9 
forecast.
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