
US CPI slightly below expectations
US CPI inflation was out overnight, with 
annual CPI meeting market expectations, 
up 2.4% for the May year, although on 
the month it was slightly lower than 
expected at 0.1% against forecasts of 
0.2%. Core inflation was up 2.8% against 
forecasts of 2.9% for the year, and up 
0.1% against forecasts of 0.3% for the 
month. Goods prices were unchanged 
over the year, while services prices had 
risen 0.2%. 

The immediate market response was 
mixed, with Treasury yields falling, the 
USD dropping and the S&P 500 broadly 
sideways after the report. Currently, 
the 2-year US Treasury is at 3.94%, 
while the 10-year is at 4.41%. The                                             
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USD-Index is currently sitting at 98.67, 
with the NZD/USD near 0.6030 and the             
AUD/USD at 0.6500. There will be plenty 
of focus on US inflation pressures over 
the coming months, with tariff costs yet 
to fully be recognised and presenting a 
strong case for the Fed to remain on hold. 

The US Budget Statement for May 
revealed a monthly deficit of USD316bn, 
less than the deficit of USD346bn from 
May 2024, although slightly higher than 
expectations of USD314bn. This was 
credited to higher tariff collections at the 
border, with USD23bn coming in through 
May – although a drop in the ocean 
compared to all the US government 
spending. The US fiscal deficit is on course 
to exceed USD2 trillion, an unsustainable 
path given the rising servicing costs.  

We have a deal, maybe
Donald Trump has announced that the 
US and China have agreed to a trade 
deal, subject to final approval by both 
himself and Xi Jinping, where Beijing will 
supply magnets and rare earths “up front” 
to Washington, while in return the US 
will provide “what was agreed to”, which 
includes Chinese students once again 
being admitted to American colleges and 
universities. Alongside this, the US will 
impose a total of 55% tariffs on Chinese 
imports, including a 10% baseline tariff, a 
20% levy related to fentanyl trafficking, 
and 25% from pre-existing tariffs. 
China will maintain its 10% tariff on all 
American imports. Hard to see how this 

can be framed as a win for either party. 

Meanwhile, US Treasury Secretary Scott 
Bessent testified on Capitol Hill, stating 
that it was “highly likely” that the Trump 
administration would extend the tariff 
deadline beyond the original 90-day 
pause for trading partners to “continue 
good-faith negotiations”, although he also 
stated that “If someone is not negotiating, 
then we will not.”

More Kiwis leaving
New Zealand’s migration numbers came 
out yesterday, revealing the number of 
Kiwi citizens leaving the country was a 
near match to the number of migrants 
coming into the country. Migrant arrivals 
were up 27% over the year, while 
departures increased 15%, with a net 
gain of 21,300 over the April year. Over 
the April month, migrant arrivals were 
down 9%, and departures were down 3%, 
with a net migration gain of just 100.
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