
FOMC hikes the Fed Fund 
range 25bps to 5.00% - 5.25%!
Which was as expected, although there 
was a subtle change in the statements 
language omitting “some additional 
policy firming” may be warranted, to “in 
determining the extent to which additional 
policy firming may be appropriate,” 
implying that the Fed could pause at its 
next meeting. It should be noted that the 
forward-looking language is very similar 
to that used in June 2006, when the Fed 
mounted one last rate hike during that 
hiking cycle, although the statement 
warned inflation remains elevated and 
the FOMC “remains highly attentive to 
inflation risks.”

In the Q&A Chairman Powell emphasised, 
“a decision on a pause was not made today, 
we will decide on June in June” adding 
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“that some additional policy firming may 
be appropriate.” In terms of what would 
prompt the Fed to hike again, the 
statement said the FOMC “will take 
into account the cumulative tightening 
of monetary policy, the lags with which 
monetary policy affects economic activity 
and inflation economic, and financial 
developments.”

Once again, this statement reiterated 
that economic growth has been “modest” 
while “job gains have been robust” and 
inflation is “elevated.” The Chair also 
added, “It is a meaningful change to no 
longer say we anticipate more firming of 
policy. We won’t have to raise rates quite as 
high due to banking stresses. Nominal wage 
growth has shown some signs of easing and 
job ads are down, but overall, demand far 
outweighs supply of labour.”

Jerome Powell probably summed it 
up best when he said, “Inflation has 
moderated somewhat since the middle of 
last year, nonetheless inflation pressures 
continue to run high and the process of 
getting inflation back down to 2% has a long 
way to go. It would not be appropriate to cut 
rates, given our view that inflation will take 
some time to come down.”

Job data and the financial 
stability report supports the 
case for more RBNZ hikes …

… given, “New Zealand’s financial system is 
well placed to handle the higher interest-
rate environment and international financial 
disruptions (although) the full extent of the 

impact of previous tightening is still to be 
seen. To date there have been limited signs of 
distress in bank lending portfolios (although) 
cash flow pressures among households, and 
in some business sectors, are growing. We 
intend to ease the LVR settings reflecting 
current lending activity presents low risks to 
the financial system.”

Local data also backed this up with the 
labour market remaining extremely 
tight after employment jumped 0.8% 
on the quarter and 2.5% on the year to 
generate an unemployment rate at 3.4%. 
Incredibly, the participation rate is now 
at 72.0%! Furthermore, private wages 
gained 0.9% on the quarter while average 
hourly earnings jumped 2.1% over the 
same timeframe, and an incredible 7.6% 
on the year!

Following from Australia’s poor Judo 
Bank manufacturing PMI report, the 
services report exploded to 53.7 from 
48.6, which saw the composite increase 
to 53.0. Australians are also continuing 
to spend at pace after March retail sales 
jumped to 0.4%. 

So, what does it all mean?
With the Fed ‘having- a-fiver-each-way,’ 
US equity markets fell into negative 
territory easing -0.5%, while treasury 
yields also contracted with the 2-yrs and 
10-yrs easing -11bps and -7bps to yield 
3.87% and 3.36% respectfully. The USD-
index also eased off, which saw the EUR 
rally 1.0%, although the NZD and AUD 
are flat from last nights close.
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