
The worst of both worlds!
Last night was all about one thing, US Q1 
GDP, but for every Yin, there is also a Yang! 

Simply put, the US economy undershot 
expectations ‘only’ growing 1.6% in Q1 
on an annualized basis, which was way 
below expectations at 2.4% and Q4’s 
3.4%. Mind you, we’d sell a grandparent 
for that sort of growth in New Zealand! 
This poor result immediately had 
everyone assuming this print would 
provide the Fed with room to accelerate 
their cutting cycle, but digging into 
the detail, the closely watched core 
personal consumption input advanced 
at a greater-than-expected 3.7%, 
compared with 2.0% in Q4! Ultimately, 
this report was the worst of both worlds 
with economic growth slowing and 
inflationary pressures rising … so expect 
to see and hear a lot more discussion 
on stagflation ahead of tonight’s PCE 
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release, with most forecasters revising 
their PCE projections higher! And in a 
further point, to highlight the impact of 

‘Bidenomics’, Goldmans highlighted that 
government spending slowed more than 
they expected, with federal spending 
contributing negatively to GDP.

In the other US releases, initial jobless 
claims fell by 5k to 207k, while continuing 
claims fell from last weeks revised 
1,796k to 1,781k. But at least everyone 
in Germany is feeling more positive, after 
GfK consumer confidence firmed to a 
2-year high to -24.2, which was above 
market forecasts at -25.9. 

The other big focal point over the last 
24-48 hours has been the weakening 
JPY, which has plummeted to new lows, 
trading at 155.55 with markets on high 
alert for possible BoJ FX intervention! 
But apart from the JPY, the USD-index 
was predominately weaker across the 
board, falling against the EUR, CHF, and 
GBP, while the NZD and AUD have posted 
modest gains. Against this, US yields are 
firmer on the ‘stagflation jitters’ with the 
2 and 10-years 6bps higher at 5.00% and 
4.71%, respectively, while equity markets 
are trading -0.25% to -0.75% lower, and 
to make it worse, US fund managers with 
ESG mandates suffered their worst-
ever outflows in Q1, losing USD8.8bn as 
investors turn their backs on the strategy. 
Interestingly, commodities are trading 
higher with oil pricing their systematic 
1.25% gain, while gold and copper prices 
also firmed. In in a slightly unusual move, 
Chinese refiners are paying USD14 per 
barrel less for Venezuelan oil after the 
US reimposed sanctions.

Is the dream over? Don’t say it’s 
so …
Fed ‘insider’, WSJ reporter Nic Timiraos, 
has just published an article titled, “The 
Dream of Fed rate cuts is slipping away” 
highlighting that the recent economic 
releases have consistently shown 
inflation being more persistent than 
initially expected. 

ECB member, Fabio Panetta, continued 
the central bank’s preparation strategy 
for a June cut, stating, “We must weigh the 
risk of monetary policy becoming too tight. 
Timely and small rate cuts would counter 
weak demand and could be paused at no 
cost. The ECB is likely to remain restrictive 
well into 2025. Large rate cuts could create 
a credibility issue.” 

Forget about the ‘Wah’s’ lets 
concentrate on the cricket!
In a remarkably low key T20 series, the 
Black Caps are leading Pakistan 2-1 with 
1 match to play!

Finally, US births declined in 2023 to 
their lowest level in more than 40 years, 
prompting the article, “Having kids right 
now doesn’t make you a moron.” I’ll reserve 
judgement on this one!
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