
Asian markets were a buzz of 
activity yesterday …
with all of the action in currency markets! 

First up, China strengthened its yuan 
mid-point to its highest level since May 
2023 with its 6.9458 USD/CNY daily 
fixing. Then, the JPY strengthened after 
Finance Minister Katayama signalled an 
accelerated timetable to pass the budget 
and tax reforms, with the proposed food 
tax cuts and funding options now under 
discussion. This proactive approach gave 
the JPY a bump, with NZD/JPY initially 
falling through the 94.00 level, while 
AUD/JPY plummeted below 110.00. 
The overnight session added to the 
momentum following the weaker-than-
expected US data with the USD/JPY 
falling to 154.50, the AUD/JPY dropping 
to 109.20, while the NZD/JPY has 
plummeted to 93.30. US Treasury yields 
also eased lower on the poor retail sales 
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release, with the 2-year yield falling 3bp 
to 3.47%, while the 10-year eased 6bp 
to 4.15%. Equity markets were mixed, 
ranging between -0.2% and +0.2%, while 
commodities were broadly lower with 
silver dropping 3.3%, gold easing 1.0%, 
and oil prices softening 0.5%.   

Looking at the US releases …
•	 Retail sales were unchanged in 

December, missing expectations for a 
0.4% gain following November’s 0.6% 
surge. 

•	 Consumer delinquency rates rose to 
4.8% in Q4, their highest level since 
2017. 

•	 Employment costs firmed 0.7% in Q4, 
the least since Q2 2021. 

•	 Import prices remained at 0.1%.

•	 In Australia, consumer sentiment 
Index dropped further into negative 
territory on inflationary concerns, 
falling from -1.7% to -2.6% in February 
to record its 3rd consecutive monthly 
decline.

•	 Conversely, Australian business 
confidence inched up from 2 to 3 
in January, its highest reading since 
October, although business conditions 
weakened from 9 to 7 on weaker sales.

Word on the street is that the Trump 
administration is set to repeal the 
2009 “endangerment finding,” a landmark 
scientific determination that provided 
the legal framework for US climate 
regulations. A ‘roll-back’ of these 
regulations would amount to the most 
significant reversal of climate regulation 
on record, and reshape the economic 

outlook for energy, autos and clean-tech 
markets.

President Trump continued his attack on 
Fed Chair Jerome Powell, stating, “Powell 
is incompetent, but I’d question whether 
he’s corrupt.” Now I wouldn’t say it was 
staged, but Trump was then asked if the 
probe into Powell was worth holding 
up the Warsh nomination, to which he 
replied, “I don’t know …” Could we be 
about to experience a TACO moment. 

In the Fed Speak Corner
Stephen Miran announced, “we’ve seen 
no significant tariff-driven inflation so far,” 
before adding, “Interest rates should be 
much lower than current levels.” 

Colleague Beth Hammack added, 
“Inflation is still too high, and tariff issues 

remain in play. There’s a risk inflation could 
stick at 3.0% this year. The jobs market has 
stabilised into a low hire, low fire landscape. 
I expect inflation to ease as the year moves 
forward, but that’s just a forecast. The 
current Fed target rate is in the vicinity of 
neutral. Rate policy could be on hold for 
quite some time.” 

Finally, Lorrie Logan added, “In the coming 
months, if inflation falls, and the labour 
market stays stable, no further rate cuts will 
be needed. I’m more worried about inflation 
remaining stubbornly high. The current 
policy stance may be very close to neutral. 
Last year’s rate cuts were insurance against 
a cooling labour market but adds to the risk 
of inflation. Inflation has been above its 
2.0% target for nearly 5-years; I’m not fully 
confident inflation is heading all the way 
back to 2.0%.
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