
Dairy weakness
It’s been a while since we’ve seen a 
headline like that! 

Last night’s GDT auction surprised … to the 
downside easing 0.9% against forecasts 
of a 3.0% to 4.0% jump, with WMP and 
butter the biggest movers easing 2.1% 
and 1.8% respectively. In other New 
Zealand news, services PMIs for February 
remain in contractionary territory at 46.5, 
they’re just not as depressed as they were 
in January when it was at 45.9

The RBA minutes basically told us what 
we already knew, “The board will not 
increase the cash rate until actual inflation 
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is sustainably within the 2 to 3 per cent 
target band, and while inflation has picked 
up, the members agreed it was too early to 
conclude that it was sustainably within the 
target band. The board is prepared to be 
patient (although) the war in Ukraine and 
the associated increase in energy prices had 
created additional uncertainty about the 
inflation outlook. There were uncertainties 
about how persistent the pick-up in inflation 
would be given recent developments in global 
energy markets and ongoing supply-side 
problems.”

Producer price inflation in the US 
increased 0.8% in February, slightly below 
market forecasts of 0.9% and less than 

January’s revised 1.2%. Prices for goods 
jumped 2.4%, mainly due to an 14.8% 
rise in gasoline costs. Meanwhile the 
New York Empire State Manufacturing 
Index fell from 3.1 in February to -11.8 
in March, below forecasts of 7.0. New 
orders and shipments declined, unfilled 
orders increased, delivery times lengthen 
substantially, while inventories expanded. 
Prices paid also remained elevated.

In the UK, average weekly earnings 
bounced 4.8% in the 3 months to January 
while the unemployment rate eased to 
3.9%, setting the groundwork for the 
BoE to probably hike their cash rate 
from 0.75% to 1.00% on Friday morning. 
In completing the third hike as part of 
this cycle, the  feeling is that the BoE will 
then pause to ascertain the impact of the 
recent hikes and start gilt sales. 

The German ZEW economic sentiment 
indicator plummeted to -39.3 in March 
from February’s 54.3. It was the index’s 
largest drop since the survey began in 
December 1991 and the lowest headline 
number since the onset of the COVID-19 
pandemic in March 2020.

The PBoC left its MLF rate unchanged 
when the consensus was for a 5 to 10bp 
cut. The data was positive with industrial 
production and retail sales numbers on 
the year-to-date doubling expectations at 
7.5% and 6.7% respectively. In saying this, 
these numbers are until February month-
end and don’t consider recent lockdowns.   

Amid general commodity 
weakness
The weaker then expect GDT auction 
was a precursor to the general theme 
of commodity weakness overnight. Iron 
ore was crushed falling 8.5%, heating 
oil was off 7.0%, while oil and gasoline 
fell 5.75%. Metals were also a touch 
weaker although wheat surged 5.5%.  US 
stocks rallied on the oil weakness while 
the NY manufacturing data eased fears 
about a more aggressive Federal Reserve 
tightening. European and Asian bourses 
were slightly lower. The US 10-year yield 
firmed to 2.15%, the bund was 4 pips 
lower at 0.33%, while EUR, AUD and  
NZD were little changed although the 
NZD/AUD firmed to 0.9400.  
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