
Inflation remains everywhere!
US consumer inflation expectations 
for the year ahead jumped to 4.7% in 
March, rebounding from an almost two 
year low of 4.2% in February, as inflation 
expectations increased for the first time 
in five months. The Atlanta Fed GDPNow 
estimate for 1Q US growth jumped from 
1.4% to 2.2%, while February wholesale 
inventories rose 0.1% versus the 0.2% 
expected.

There wasn’t much to report from the 
Euro-zone, although one ECB member 
announced, “Core inflation in the euro zone 
is expected to remain elevated.”

The overnight price action saw the JPY 
come under selling pressure after new 
BoJ governor, Kazuo Ueda, signalled 
there would be no significant changes 
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to Japan’s monetary policy, announcing 
“A small rate hike would not be a big issue 

for the financial system, but Japan is not 
in a situation where rates can be raised 
significantly. It is appropriate to continue 
negative interest rates for now (as they) 
provide the basis for current monetary 
stimulus. Yield target, ETF purchases have 
had side effects but that does not mean 
it was a mistake to adopt them. (We are) 
aiming to achieve our price target together 
with wage hikes.”

Looking backwards
Heading into last weekend, which 
seems a long time ago now, the US 
non-farm payrolls data was in line with 
expectations, with 236k jobs added 
although it suggested the US jobs outlook 
is in the early stages of a slowdown as 
it was the lowest monthly gain since 
December 2020. The unemployment 
rate eased to 3.5% while average hourly 
earnings increased 0.3%, pushing the 
12-month rate to 4.2%, its lowest level 
since June 2021.

Looking forwards
This week, the spotlight will be on US 
inflation and retail sales data, followed 
by the FOMC minutes, industrial 
production, PPI, and Michigan consumer 
sentiment. Elsewhere, China will update 
its inflation and trade data, and the BoC 
and the Bank of Korea will be deciding 
on the course of monetary policy. The 
Euro-zone releases its retail sales 

and industrial production numbers, 
Australia releases its employment data 
and business confidence, while New 
Zealand has card spending and migration 
numbers. 

Following on from last week’s RBNZ 
rate hike, the NZD and longer-end NZ 
interest rates remain under pressure. 
To some extent, China’s posturing 
around Taiwan contributed to a ‘risk-off’ 
environment for the NZD and AUD, while 
market positioning suggested most long 
positions have been cut. Also, the subtle 
suggestion in the RBNZ statement that it 
may be nearing the end of its tightening 
cycle has increased the perception 5.50% 
will likely be the top of the current hiking 
cycle. 

The US Dollar Index was also firmer 
overnight, trading above 102 and close 
to its highest level this month, as Friday’s 
payrolls report will have renewed calls 
for another FOMC 25bps hike in May. 
International equity markets have 
started the week mixed, with European 
bourses posting modest gains although 
the US inflation expectations release has 
weighed on US exchanges. Commodity 
markets were mixed with oil prices 
down -1.0% although US natural gas 
prices surged 7.0% amid expectations 
of stronger demand, while the 10-year 
US treasury yield has firmed back from 
last Thursday’s 3.30% and is currently at 
3.41%.   
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