
Last night was data-light!
Despite the data-light session, markets 
saw some significant moves. While 
equity bourses were mixed, energy 
based commodities came under selling 
pressure with oil, heating oil and gasoline 
falling between -3.5% and -4.5%. Bonds 
yields were also significantly lower, with 
the US 2 and 10-yrs off -14 and -8bps to 
yield 4.46% and 3.69% respectively. The 
USD-index maintained its momentum 
holding above the 104.00 level as the 
NZD and AUD made new lows overnight.  

The only significant US releases were 
consumer confidence, which eased 
to 102.3 in May, down from April’s 
upwardly revised 103.7, while house 
prices rose for a second straight month in 
March, by 0.4%. Meanwhile Fed member 
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Tom Barkin admitted that while he is, 
“looking for signs that demand is falling,” he 
acknowledged, “inflation going to be more 
stubborn than many people would hope for. 
Even in the Volcker era, it took years (to fall.)”

And if you thought the ECB 
was about to pause … think 
again!
While economic sentiment indicator in 
the Eurozone declined to 96.5, which was 
below forecasts at 98.9, ECB member 
Pablo Hernández de Cos plunged the 
knife announcing, “interest rates will 
have to remain in restrictive territory for 
an extended period of time to achieve our 
objective in a sustained manner over time,” 
while colleague Pierre Wunsch added, 

“if fiscal policy remains supportive, then 
monetary policy would have to do more 
to get inflation under control. This implies 
higher interest rates and, over the medium 
term, higher deficits because of the debt 
burden and a higher risk of fiscal dominance. 
We have hiked 400bps and we might have 
to do more. Rates are still ‘quite low’ in real 
terms.” Finally, an ECB report suggested 
markets may see “stressed liquidity” due 
to heightened economic uncertainty 
amid monetary policy normalization and 
tighter financial conditions.

The Japanese Finance Minister Suzuki 
came out swinging in support of the JPY 
stating, “economic fundamentals that have 
(previously) backed the yen’s credibility are 
no longer considered absolute. Policymakers 
must strive to maintain credibility in the 

currency.” BoJ Governor Ueda then added, 
“The BoJ will patiently maintain easy 

monetary policy as there is still distance to 
go to stable 2% inflation and the BoJ will 
continue with bond buying operations.”

The NZ housing shortage …
… appears to be re-establishing itself after 

building permits fell -2.6% as “April 2023 
marks the third consecutive month that 
the number of homes consented has been 
down by more than 25% when compared 
with the same month of the previous year.” 
Meanwhile, Countdown has announced 
it will freeze prices on 300 products at, 
I suspect, the peak of the inflationary 
cycle! 

Hot on the heels of the RBA Governor’s 
warning on wage inflation, Australian 
treasury secretary, Steven Kennedy, 
stated he expects nominal wage growth 
to accelerate. Meanwhile, Australian 
weekly consumer confidence continues 
to ebb away falling from 77.9 to 76.8 
as “May was the weakest calendar-month 
average since December 1990 as cost-
of-living pressures continues to impact 
households” while building permits 
plummeted -8.1% in April following on 
from March’s 2.0% gain.

This is what we need in New Zealand 
… Not! In Dubai scientists are using 

drones that fly towards the clouds and 
discharge electrical charges to create 
rain! Meanwhile, rainfall damage to 
wheat crops in China will likely impact 
international prices.
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