
Life, like markets, remains 
mixed!
While the European equity markets had 
posted modest gains, and US regional 
banks posted their second successive 
day of gains, it wasn’t enough to spike 
US bourses higher. It was a similar story 
in the commodity market with most 
products ‘mixed’ although the energy 
sector made solid gains with oil 1.5%-
2.5% higher while natural gas surged 
4.2%. 2-yr and 10-yr treasuries posted 
gains of 8bps and 7bps, reaching 4.01% 
and 3.51%, while the USD index popped 
back above the 101.00 level as the EUR 
weakened. The NZD and AUD made 
strong gains overnight.     

Ahead of Thursday’s CPI release, US 
consumer inflation expectations for 
the next 12 months fell to 4.4% in April 
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from March’s 4.7%, although inflation 
expectations for 3 and 5-years increased 
by 0.1% to 2.9% and 2.6% respectively. 
US inventories also dipped down, easing 
from 0.1% to 0.0%, while trade sales 
also fell, from 0.4% to -2.1%. Finally, the 
Fed’s Q1 Senior Loan Officer Survey 
highlighted “banks expect tighter lending 
standards and weaker demand for business, 
and most consumer, credit through Q1 
versus prior quarter.” In a further warning, 
Chicago Fed President Austan Goolsbee 
said a protracted showdown over the 
debt ceiling will make the Fed’s job more 
difficult as it tries to assess the impact of 
bank sector turmoil and tighter credit 
conditions.

Economic data out of Germany continues 
to deteriorate after industrial production 
output fell to its lowest level in a year 
falling -3.4% in March against forecasts 
for a -1.5% decline. ECB member Klaas 
Knot announced he doesn’t expect 
the central bank to reach its inflation 
target until 2025, even though the 
largest impact of the hikes has yet to be 
felt! It’s no wonder Euro-zone investor 
confidence fell to -13.1 in May from -8.7!

Australia Business confidence improved 
to 0.0 from -1.0 although, conditions 
eased to 14 from 16. Overall, the survey 
referenced, “demand is still very strong, and 
employment is also holding up, reflecting the 
strength of the labour market. Overall, the 
survey shows the economy remains resilient.” 
The survey also referenced that inflation 
issues continue to be underpinned with 
labour costs steady at a 1.9% on the 

quarter while purchase costs picked up 
to 2.3% from March’s 1.9%. Australia 
building permits fell in March by -0.1% 
against a forecast 3.0% increase.

Yesterday saw the release of the minutes 
from the BoJ’s March meeting, but even 
though we’ve already had the April 
meeting, which highlighted, “several 
members stated the bank should be vigilant 
to the risk inflation may accelerate more 
than expected. Several members said cost-
push price pressure might last longer than 
expected should global commodity prices 
rise more than projected.”

There was also a bit of news out of China 
overnight, which was mixed at best! 
China’s total debt-to-GDP ratio rose to 
280% in Q1, 7.7% higher than in Q4, as 
company loans surged during the Covid-
reopening. Meanwhile, Chinese bank 
shares surged with some posting their 
biggest one-day gains since the 2015 
equity bubble adding almost USD166 
billion in market value with the Bank 
index poised to hit its highest level since 
April 2022.

This could be fun …
An ABC/Washington Post poll showed 
incumbent Joe Biden’s approval rating 
fall to a career low of 36%, and below 
Donald Trump rating, with almost 70% 
saying he’s too old for another term 
compared with 44% who thought Donald 
was too old!
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