
All eyes on the Federal Reserve
Ahead of the Federal Reserve meeting 
overnight, US CPI was released, showing 
an unexpected slow down to 3.3% in 
May, against forecasts of 3.4%. Markets 
reacted by pricing in three central bank 
rate cuts over the remainder of the year 
following the release, with the odds of a 
September cut jumping briefly to 70%, 
from 52% a day ago. Next up was the Fed 
policy meeting, where Jerome Powell and 
his committee unsurprisingly decided to 
keep the Fed Funds Rate unchanged at 
the 5.25%-5.50% range. 

Fed watchers would have told you this 
was the only real outcome ahead of 
the meeting, with the focus of analysis 
being on the new dot plot projections 
and Powell’s reaction to the CPI report 
earlier in the day. As to the former, the 
dot plot projections showed a further 
delay in the cutting cycle, compared to 
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the previous March release. The Fed is 
now looking at delivering one or two 
cuts in 2024, instead of three, but four 
cuts in 2025, instead of three. Officials 
also raised their projections for where 
the central bank rate should lie without 
heating up or cooling down the economy: 
now 2.80%, up from 2.60%. 

Speaking to the recent data releases, 
Powell said “… There’s an argument that 
they may be a bit overstated, but still, 
they’re strong,” referring to the US payroll 
reports, while, about today’s CPI report 
he stated “We’ll need to see more good data 
to bolster our confidence that inflation is 
moving sustainably toward 2%.”

All in all, markets didn’t buy into the Fed’s 
hawkish rhetoric and dot-plots too much, 
the US 10-year Treasury yield down 8bps 
currently to 4.32%, while the NZD/USD 
jumped from around 0.6140 to 0.6220 
initially following the CPI data, before 
settling down at a more modest 0.6180 
level post the Fed announcement. It was 
a similar story for the AUD/USD, which 
spiked above 0.6700 briefly before 
easing back to 0.6660. The NZD/AUD 
was relatively stable. 

So, significant market moves but still 
within recent ranges … 

Kiwis leaving NZ
Provisional estimates for migration were 
released by Stats NZ yesterday, with 
New Zealand migrant arrivals up 25% to 
229,100 in the year ended April, while 
departures were up 34% to 130,600 to 
reach the highest level on record for an 
annual period. There was an overall net 

migration gain of 98,500, although New 
Zealand citizens had a net loss of -56,500. 

International travel data also came out 
yesterday, with monthly overseas visitor 
arrivals up by 3,800 from the April 2023 
month, to 225,000 in April 2024. This is 
lower than the pre-COVID number of 
307,400 in April 2019, although it was 
noted that Easter falling in March this 
year contributed to the lower April figure. 
45% of overseas visitors were from 
Australia, followed by 10% from China 
and 9% from the United States. Monthly 
arrivals of New Zealand-resident 
travellers were up 31,700 from the April 
2023 month to 242,100 in the April 2024 
month, similar to the pre-COVID level of 
243,300 in April 2019. 

World Bank raises global growth 
forecast
The World Bank has raised its global 
growth forecast from 2.4% to 2.6% 
for 2024. The forecast for 2025 was 
unchanged at 2.7%. The stronger 
growth forecast was mostly carried 
by the boosted US growth outlook for 
2024, now up from 1.6% to 2.5%, while 
estimates for developing markets in 
Africa and the Middle East declined. The 
World Bank expects global inflation to 
drop to 3.5% for 2024 and go down to 
2.9% for 2025.

China’s CPI came in lower than expected 
at -0.1% for the May month and 0.3% for 
the May year, against forecasts of 0.0% 
and 0.4%, respectively. PPI dropped 
by -1.4% for the May year, against 
expectations of a -1.5% decline.
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