
Jerome Powell … job done!
Overnight the Feds key PCE deflator 
measure of inflation printed bang-in-
line with expectations … which was a 
bonus as the word on the street was that 
it would surprise to the top side! With 
the headline number printing at 0.3% on 
the month and 2.4% on the year, and the 
core at 0.4% and 2.8%, the increase in the 
core was the smallest rise since March 
2021. Fed Chair Jerome Powell can now 
put his feet up and smoke that big fat 
cigar … because there is now nothing 
for him to do for the next few months! 
And the good news did not stop there … 
initial claims increased by a modest 13k 
to 215k, with continuing claims nudging 
45k higher to 1,905k, while Chicago PMIs 
unexpectedly fell to 44, pending home 
sales fell -4.9%, while personal spending 
increased 0.2% in January to show a 
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significant slowdown from December’s 
0.7%. Simply put, everything is moving in 
the right direction!

We also had a gaggle of Fed speakers 
out with Rapheal Bostic announcing that 
while, “The last few inflation readings have 
shown it is going to be a bumpy path to get 
back to 2.0%, over the long arc inflation is 
coming down. It will probably be appropriate 
to reduce policy rates in the summer.” Mary 
Daly then added, “We have policy in a good 
place, and we can cut if need be. We want 
to avoid holding rates all the way to 2.0% 
inflation. The risks of persistent inflation 
or an economic downturn are even,” while 
Austan Goolsbee added, “We’ve had very 
substantial progress over a long-term basis 
on inflation.” Take another puff Mr Powell!   

Yen up, production down.
The yen spiked yesterday after BoJ board 
member, Hajime Takata, suggested the 
bank should start discussing details 
for a possible exit from its ultra-loose 
monetary policies, including an exit from 
negative interest rates and bond yield 
control, stating “It’s necessary to consider 
taking a nimble and flexible response, 
including on how to exit, or shift gear, from 
the current extremely accommodative 
monetary policy settings,” while Japan’s 
top currency diplomat, Masato Kanda, 
confirmed the government is watching 
the yen’s moves “with a strong sense of 
urgency.” Unfortunately, the economy 
may not be in such a strong position to 
support a move in interest rate after 
industrial production declined -7.5% 

on the month and -1.5% on the year, 
although retail sales were a touch firmer 
at 2.3% following this week 2.0% inflation 
print.

There was also good news from 
the world’s third largest economy, 
Germany, after inflation dropped to 
2.5% in February, which was below 
forecasts at 2.6% and last month’s 2.9%, 
while Canadian GDP expanded at an 
annualized 1.0% in Q4 after Q3’s -0.5% 
contraction. Australian retail sales were 
also up 1.1% in January, which was below 
expectations at 1.5%, while private 
capital spending firmed 0.8% on the 
quarter with firms lifting their spending 
plans for FY 2024. In NZ, the business 
outlook fell to 34.7 in February, although 
this was not unexpected given it was 
previously sitting at a 9-year high at 36.6.

Despite the Yen’s strength, the USD-
index had a positive session breaking 
back above the 104.00 level, while the 
NZD and AUD ‘tread-water’, as did equity 
markets. Bond yields were broadly lower 
as optimism built ahead of potential 
northern hemisphere cutting cycles, 
which saw the US 2 and 10-year yields 
ease back -2bps and -4bps to 4.62% and 
4.24% respectfully. Commodity markets 
were broadly higher, although oil and gas 
prices slipped back a touch.
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