
Demand drags
The data releases out overnight showed 
a contrasting story. In the US, it appears 
that the US consumer has run out of 
steam and printed softer than expected 
for the month of May. Core retail sales 
were down 0.3% on the month, while 
retail sales fell 0.9%, further both figures 
had their previous releases downwardly 
revised. Although unsurprisingly this had 
little effect on the market’s expectations 
of tomorrow morning (local time) US Fed 
meeting with another pause, deemed 
most likely. US industrial production 
was also down over May, with a -0.2% 
decrease over the month, but a 0.6% 
increase over the May year.

On the other side of the Atlantic, 
sentiment is improving with both the 
German and Eurozone ZEW economic 
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sentiment index showing an uptick 
as both bet market expectations by a 
substantial amount. 

The BoJ held its benchmark interest 
rate unchanged at 0.50%, although BoJ 
Governor Kazuo Ueda stated that rising 
oil prices, if persistent, could affect 
underlying inflation in a way that could 
warrant action. Although there are larger 
downside risks to Japan’s economic and 
price outlook from the uncertainty over 
US trade policy. The BoJ made no changes 
to its existing bond tapering plan to 
reduce the amount of government bond 
purchases by JPY400bn per quarter, 
with monthly buying slowing to around 
JPY3trn by March 2026, however the 
BoJ will halve the quarterly reduction 
starting in fiscal year 2026 so that 
monthly purchases fall to about JPY2trn 
by March 2027.

The dollar back in favour?
As tensions continue to rise in the Middle 
East, as world leaders continue to send 
each other threatening messages over 
various social media platforms, it appears 
that this pressure is starting to wain 
on markets. Despite the weaker than 
expected data, markets had US assets 
(bonds) back in favour overnight, likely 
due to safe haven flows. The US 10-
year Treasury eased 6bps to 4.39% and 
continues to be held below the key 4.50% 
level, despite rising US deficit concerns.  

The NZD/USD is back at 0.6015 this 
morning after having attempted to 
break above 0.6080 on three occasions 

now with global factors namely the 
USD continuing to dominate moves, as 
the USD index at this stage fails to hold 
below 98.00. The EUR has continued 
to strengthen with the EUR/USD now 
threatening the 1.1600 level.  

Middle eastern tensions also saw oil 
prices soar once more, with West Texas 
crude back at $73.25 bbl. This is a near 
30% increase since the early May lows 
and will clearly put the focus back onto 
inflation.

Butter brilliance
The GDT price index has fallen again 
following the latest trading event. The 
index fell 1.0%, its third consecutive 
decrease. The last GDT price index 
increase was in early May. Butter prices 
increased 6.1% while Whole Milk Powder 
fell 2.8%.

Hopefully, the recent falls in the GDT 
index will help cool food price inflation 
on stressed households as yesterday’s 
selected price index figures showed that 
food prices were up 4.4% on the year, 
the largest increase since 2023. On the 
contrary rent prices increased by 2.8% 
on the year, the smallest increase in 
10-years. While the recent increase in oil 
prices will only add further uncertainty 
to the inflation outlook. This uncertainty 
leaves a lot of room for opinions and 
views and as such, with BNZ now 
predicting that inflation will move above 
3.0%, the top of the RBNZ’s target range, 
later this year.
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