
The USD-index … 
was the big beneficiary overnight rallying 
0.8%! Whether this was a delayed 
reaction to the hawkishness of Jerome 
Powell yesterday, a break of technical 
resistance at 99.80, the US-UK trade deal, 
or the possibility of a Chinese trade deal, 
remains to be seen but the USD is higher 
at the expense of the JPY, CHF and EUR. 
The NZD was also hit hard, falling 0.6%, 
while the AUD fell 0.4%. 

The treasury market supported the 
stronger USD with the 2 and 10-year 
yields firming 11bps to yield 3.90% and 
4.38%, following on from Jerome Powell 
pushing back against the idea of a pre-
emptive rate cut to offset the potential 
economic fallout from Trump’s proposed 
tariffs.

Equity markets were 0.75%-1.75% 
higher, while commodity markets remain 
under pressure with copper prices falling 
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1.0% to a 1-month low, although oil prices 
firmed 3.0% back above the USD60.00 
level.  

The BoE decided to ignore the impending 
tariff war cutting the Bank Rate by 25bps 
to 4.25%. This was anticipated, although 
there would have been a vocal discussion 
given the members’ vote was split 5–4. 
Interestingly, two policymakers favoured 
a deeper 50bps cut, while two members 
wanted to hold at 4.50%. The central 
bank thought the trade war would knock 
0.3% off UK output over the next 3-years 
and slightly reduce inflation.

The BoJ’s minutes from its March 
meeting highlighted policymakers were 
divided on when to raise rates again as 
escalating tariff tensions potentially risk 
Japan’s economic recovery. 

 US consumer inflation expectations for 
the year ahead were unchanged at 3.6% 
in April, the same as in March. The 3-year 
forecast rose to its highest level since 
July 2022 at 3.2%, while the 5-year ahead 
horizon decreased by 0.2% pips to 2.7%. 
Initial jobless claims fell by 13k to 228k, 
while US nonfarm labour productivity fell 
by 0.8% in Q1, exceeding expectations 
for a 0.7% decline.

NZ PM Chris Luxon suggested, “While the 
international environment clearly matters a 
lot, I remain confident about our recovery,” 
while RBNZ Governor Christian 
Hawkesby added, “The labour market data 
highlighted the subdued nature of the NZ 
economy.”

The tariff corner!
The US-UK reached a framework for a 
trade deal that will see the UK fast-track 

American goods through its customs 
process. although there is an element of 
smoke-and-mirrors as the final details 
are still being worked out. This follows 
on from the UK-India trade deal that was 
announced earlier in the week.

Ahead of tariff talks in Switzerland this 
weekend, the Chinese Embassy in the 
US announced, “The US has reached out 
via multiple channels for tariff talks (and) 
China has agreed after evaluating the US 
request. China condemns the US-initiated 
tariff war and demands equal and respectful 
dialogue. China refuses to compromise 
on its principles.” Conversely, President 
Trump announced that if talks go well 
with China over the weekend, levies may 
be lowered.

The EU plans to hit US exports with 
USD108bn of additional tariffs if trade 
negotiations fail. 

Citadel’s Ken Griffin stated, “Tariffs are 
a painfully regressive sales tax, fuelling the 
risk of stagflation.”

US officials are discussing the possibility 
granting the UAE, Saudi Arabia and 
Qatar special fast-track status for trade 
deals that would allow for billions to be 
invested into the US.

A big shout out …
… to Comrade Craig who takes off on a 
sailing adventure tomorrow … attempting 
to make it all the way to Tonga no less! It 
will be a great adventure, but with some 
serious consequences if things go wrong, 
so stay safe and we’re all looking forward 
to welcoming you back in a week or 5!

Oh yes … there’s also a new pope!
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