
Central bank chit-chat
In today’s testimony before the Senate 
Banking Committee, the Fed Chair, 
Jerome Powell, harked back to the tough 
old days of his predecessor, Chairman 
Volcker. In the early 1980’s, he would “do 
what it takes” to maintain stable prices and 
rein in inflation. 

He then noted the war is likely to 
aggravate supply chain disruptions, which 
could keep prices elevated longer. He also 
reiterated the Fed needs to take a “careful” 
approach to policy although he thought a 
quarter-point interest rate increase would 
be appropriate at the March meeting and 
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that he expects the Fed to make a “series” 
of increases, this year.

The ECB minutes confirmed the increasing 
hawkishness that we have heard from 
individual members, with an increasing 
unease about ultra-loose monetary 
policy and a growing willingness to start 
normalising. 

Risks to the inflation outlook were tilted 
to the upside due to higher energy prices, 
a stronger than expected pass-through 
of higher producer prices to consumer 
prices, the continued overshooting of 
actual inflation developments compared 
with forecasts, and the notion that “longer-
term inflation expectations had continued to 
converge to the 2% target.” Some officials 
argued that asset purchases and negative 
rates were no longer appropriate with the 
data. The risk being the members would 
be tightening monetary policy too late 
rather than too early. On a positive note, 
unemployment dipped under 7.0% for the 
first time ever falling to 6.8% in January, 
down from 7.0% in December.

With US overnight data releases — initial 
claims eased to 215k from 232k while 
continuing claims were steady at 1,476k. 
The ISM services index fell to 56.5 when 
61.1 was expected, durable goods orders 
were in line with expectations at 1.6%, 
and factory orders exceeded the expected 
0.7% to hit 1.6%. Finally, the Markit 
services PMIs came in at 56.5 which saw 
the composite weaken slightly to 55.9.   

Speaking of PMIs, the Markit services 
print in China hit 50.2, against a forecast 
of 50.7, as activity expanded at its slowest 
rate in 6 months, while the composite 
index was flat at 50.1.

Finally, in the Antipodes, the Australian 
trade balance smashed expectations at 
AUD12.89 billion in January as exports 
grew 8.0% while imports fell 2.0%, 
although Australian building approvals 
collapsed in January falling 27.9%. 
February services PMIs expanded to 57.4 
from 56.4 while the composite touched 
56.6 from 55.9 In New Zealand, the 
February commodity price index grew 
3.9% on the month as, “Prices lifted across 
most commodity groups with dairy and 
aluminium leading the charge.” 

The great pause
Considering the recent price action, last 
night was, in comparison, a quiet night! 
I suspect it was a case of exhaustion as 
traders paused to review the recent 
price-action and take stock, excuse the 
pun, ahead of tonight’s non-farm payroll 
numbers. Yes, European equities were in 
a state of flux once again, down another 
2.0%, but the US bourses are broadly flat, 
as is the T-bond yield at 1.855%. 

It was a similar story in commodity 
markets with oil modestly lower, although 
there were some interesting moves in  
the currency markets where the EUR  
was hit hard which saw AUD/EUR explode 
to a 3 year high. 
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