
It’s a black-out!
A huge power outage brought parts 
of Spain and Portugal to a standstill, 
with up to 50 million people impacted 
across the Iberian Peninsula. Naturally, 
getting information without any power 
is difficult, but one of the UK papers 
summed it up best with the headline, 

“No beer in Benidorm … as Brits caught in 
blackouts!” 

But let’s be honest … 
… there’s only one game in town, and 

that’s the US vs. China game! 

Starting with China, the VP of State 
Planning confirmed China remains 
confident in achieving its 2025 5.0% 
economic growth target, adding that 
authorities plan to introduce new policies 
in Q2 to strengthen the foundation 
of China’s economic recovery. Deputy 
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PBoC Governor Zou Lan also spoke and 
confirmed the central bank will focus its 
financial support on stabilising the jobs 
market and supporting economic growth. 
They will also ‘guide’ financial institutions 
to guarantee the financing demands of 
foreign trading firms (i.e. exporters from 
China). Zou emphasized that China’s 
foreign assets were minimally affected 
by the volatility in US bond markets, and 
that the PBoC would continue to actively 
manage market expectations for the 
yuan.

This wait-and-see approach saw the 
China Securities Daily predict the PBoC 
will cut the reserve requirement ratio 
and interest rates in Q2.

Overnight, US Treasury Secretary Scott 
Bessent suggested, “All aspects of our 
government are in contact with China,” 
adding “I believe that it’s up to China to 
de-escalate, because they sell 5X more to 
us than we sell to them, so these 120.0%, 
145.0% tariffs are unsustainable.” Bessent 
then claimed the European nations are 
likely “in a panic” over the strength of the 
euro given its 10.0% rally, stating, “You’re 
going to see the ECB start cutting rates to try 
to get the EUR back down. The Europeans 
don’t want a strong EUR, while we have a 
strong-dollar policy.”

ECB member Olli Rehn suggested, “If 
inflation is projected to fall below our 2.0% 
inflation target over the medium term, then 
the right reaction is to cut rates further. I 
think it is important that we do not let any 
thresholds, such as the estimated neutral 
rate, constrain us. This is a time for agile and 
active monetary policy (although) the EUR’s 
strength is adding complexity to the price 
outlook.”

The tariff war is having an impact, with the 
Port of Los Angeles expecting scheduled 
imports for the week starting 4 May to 
be a third lower than a year ago, while 
container bookings from China to the US 
were 45.0% lower than a year earlier in 
mid-April. Airfreight handlers have also 
reported sharp falls in bookings.

On the periphery, 

• The Dallas Fed’s general business 
activity index for manufacturing 
plummeted 19.5 pips to -35.8 in April, its 
lowest level since May 2020.

• UK retail sales rose to -8 in April, its 
highest level in 6-months, up from 
March’s -41.

Finally, the US Treasury upgraded its Q2 
borrowing requirement from USD123bn 
to USD514bn “primarily due to the lower 
beginning-of-quarter cash balance.” 

Equity markets had initially … 
… taken a positive approach to the 

possibility of a tariff solution, with the 
European exchanges up 0.25%-0.75%, 
although the recent price action from 
the US bourses has seen them revert into 
towards neutral territory. Bond markets, 
despite the funding announcement, were 
relatively quiet with the 2-years -5bps 
lower at 3.70%, while the 10-years eased 

-2bps to 4.22%. The USD-index fell -0.5%, 
with the AUD the strongest performer, 
while the NZD had a more modest 
session which saw NZD/AUD dip below 
the 0.9300 level. Crude oil continues to 
trade around the USD62 level, while gold 
rallied a further 1.0%.  
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