
A Hawk!
On the back of what seems like a slew of 
strong data releases out of the US, Fed 
Chair, Jerome Powell, acknowledged the 
implications to inflation, stating, “The 
recent data have clearly not given us greater 
confidence and instead indicate that it’s 
likely to take longer than expected to achieve 
that confidence.” Trying not to sound like a 
broken record, but once again, this strong 
statement that indicates that rates are 
likely going to be … yes you guessed it, 
higher for longer, pushed US-treasury 
yields higher, with the 10-year up 6bp 
overnight to be at 4.66%, while the two 
year edged closer to 5.00%, currently at 
4.97%, up 5 bp overnight. This also saw 
the US dollar index cement its gains and 
edge slightly higher overnight, with the 
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AUD/USD sitting currently at 0.6405, 
while the NZD/USD is at 0.5882. 

Also Stateside, US industrial output rose 
0.4% in March, in line with expectations 
and matched February’s reading of 0.4%. 
Housing starts in the US dramatically 
plunged 14.7% in March, being the lowest 
reading since August and the biggest one 

-month decline since April 2020!

And a dove
ECB President, Christine Lagarde, was 
the Yin to Powell’s Yang, and confirmed 
overnight that rate cuts are coming soon. 
She told CNBC, “If it moves according to 
expectations, if we don’t have a major shock 
in development, we are heading towards 
a moment where we have to moderate the 
restrictive monetary policy. Subject to no 
development of additional shock, it will be 
time to moderate the restrictive monetary 
policy in reasonably short order,” However, 
I would take her words with a grain of salt 
as it seems the chance of “no additional 
shocks” grows less and less likely every 
week as a counterattack from Israel 
seems imminent.

The eurozone trade surplus widened 
significantly in February to hit its highest 
level in more than three years. It sits at 
EUR23.6b, up from just EUR3.6b this 
time last year! German investor morale 
also hit a big high this month at 42.9, a 
level not seen since February 2022. This 
reading handily beat forecasts of 35.9 
and the previous reading of 31.7. 

CPI Day
Today will be a key day for shaping market 
expectations for interest rate cuts. First 
up is our Local CPI result, this is likely to 
come in above the RBNZ forecast of 3.8%, 
however, to be fair, that forecast was 
done a while ago, and in its April MPR it 
did note that an upside surprise to the 
forecast would be the likely result. We 
will also get CPI from the UK, which is in a 
similar boat to us of high inflation and low 
(read negative) growth. Euro area CPI is 
out tonight and will be the key decider 
in whether the June rate cut, that many 
are beginning to expect, will materialise, 
with markets currently pricing in a ~90% 
chance of a cut.  

Last night’s GDT auction saw the index 
increase by 0.1%. Key product WMP 
had a relatively strong result, with a 
0.4% increase, while skim milk was flat, 
the largest loser was cheddar, falling by 

-8.5%.
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