
The slide continues …
as fading hopes for a soft landing 
punishes markets, last week equity 
markets recorded a sixth-consecutive 
week of losses as investors appeared to 
become sceptical that the Fed will be 
able to achieve its soft landing by raising 
rates enough to tame inflation, without 
causing a recession.  

Goldman Sachs have said that they now 
expect the economy to grow by 2.4% 
this year, and 1.65% in 2023, down from 
2.6% and 2.32% previously. In the report 
issued on Sunday, Goldman stated “While 
this slowdown in growth should help lower 
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job openings, it is also likely to raise the 
unemployment rate a bit, particularly since 
the job openings rate typically only falls 
when unemployment spikes in recessions.” 
The economists said “We remain optimistic 
that a sharp rise in the unemployment rate 
can be avoided, especially since typically 
the job openings rate declines more and the 
unemployment rate increases less when the 
job openings rate is very elevated, like it is 
today.”

They have also projected that the 
unemployment rate will rise 3.7% by 
the end of 2023 after falling to 3.45%  
in coming months.

The University of Michigan’s survey of 
consumer sentiment in May is indicative 
of the toll that inflation is taking on 
Americans as the sentiment gauge 
declined more than expected to 59.1 
versus estimates of 64. This result is 
the lowest level recorded in 13 years. 
Adding to the never ending inflationary 
narrative was the 0.7% monthly increase 
in consumer prices (less energy services) 
suggesting that inflationary pressures 
are now moving beyond manufacturing 
and energy and becoming embedded. 

WTI crude futures rose nearly 4.1% to 
settle at $110.5 per barrel on Friday, the 
highest since 25 March, and extending 
gains for the third straight session amid 
concerns of further supply disruptions 
from Russia. The prospect of an EU ban 
on Russian oil continues to buoy prices. 

Over in Europe, Finland and Sweden 
are set to apply for a membership in 
the NATO defence bloc after Russia’s 
invasion of Ukraine is ending an era 
of the two Nordic nations shunning 
military alliances. Finland’s parliament 
is expected in coming days to approve  
a formal decision to seek entry into 
NATO.

The week ahead
It can be expected that the trouble 
in equity markets may not be over as 
investors look for further clues on the 
course of Fed Monetary policy. Retail 
sales, housing data and speeches from 
several Fed officials including Fed Chair, 
Jerome Powell, will take centre stage in 
the US. Elsewhere, the inflation rates for 
the UK, Canada and Japan will be closely 
watched. 

In New Zealand, we have the BusinessNZ 
PSI (Performance of Services Index) and 
Dairy trade auction, with expectations 
at -2.0% for the event as China’s Omicron 
outbreak continues to weigh on prices. 
The week ends with an update on the 
April trade balance. 

In Australia, the jobless rate likely 
declined to a fresh record low of 3.9%  
in April. Additionally, the nation holds  
the federal election, where Australia’s 
Labour Party could take a majority, 
according to the most recent opinion 
polls. 
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