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Initial claims … spanked 
again

Unsurprisingly, the number of Americans 
filing for unemployment continues to 
increase, with another 4.427 million 
initial claims this week. This brings the 
total reported over the past 5 weeks to 
26.453 million, the equivalent of 16% of 
the workforce. The total jobs created in 
the employment boom from September 
2010 until January 2020 was 22 million, 
and all these jobs, and more, have been 
eradicated in the last 5 weeks.  

The PMI numbers didn’t paint a pretty 
picture either highlighting further 
contraction in the US economy, with the 
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composite number for April decreasing to 
27.4 from the prior month’s 40.9. Both 
sectors were substantially lower than the 
previous month, as manufacturing fell to 
36.9 verse 48.5, and services were down 
to 27.0 from 39.8 (50 is neutral).

Overnight, the markets whipsawed in a 
volatile session after the Gilead Sciences 
antiviral drug, remdesivir, flopped in 
its first clinical trial. It’s interesting to 
note that investors are currently looking 
beyond the bad data prints, and even 
the poor performance of a ‘saviour’ drug 
in the battle against COVID-19, as they 
look through 2020 and towards 2021 
when the world, hopefully, will be in a 
better place. 

In fact, even oil was up, as tensions 
continued to increase between the US 
and Iran. Buzz Lightyear, sorry, US 
Space Command, is tracking two objects 
in orbit that were launched from within 
Iran, according to officials. One is a 
rocket body and the other is assessed 
to be the satellite. If this is correct it 
highlights that Iran’s space program 
utilizes the same technology that would 
be needed to launch an intercontinental 
ballistic missile.

It’s been a choppy day for bonds and 
equities as they erase their gains from 
earlier in the period. Meanwhile it’s 
an old-fashioned risk on trade in the 
FX market as the NZD and AUD rally 
despite a flat USD. NZD/USD breaks 
above the 0.6000 trading around 0.6020 
and the AUD/USD hovers at the 0.6380 
mark.

Global PMIs paint a 
depressing story 

Globally, PMI readings were poor across 
the board. Eurozone PMIs reached new 
lows with the composite index falling 
to 13.5 versus 25.0 expected. This was 
driven predominately by weakness in 
the services sector, down to 11.7 from 
26.4, while manufacturing also slumped 
to 33.6 from 44.5, far worse than market 
expectations. This, combined with no 
agreements on the EU leaders talk, put 
downward pressure on the EUR.  

Yesterday, the Australia PMIs painted a 
similar story with the headline down to 
22.4 from last month’s 39.4. Interestingly, 
Australian manufacturing held up quite 
well at 45.6 (prior 49.7) but the services 
sector felt real pain at 19.6 (from 38.5). 
The COVID-19 outbreak led to new 
orders falling at a steep pace, with 
employment scaled back markedly  
as a result. 

In a similar vein, Japanese PMI for 
manufacturing printed at 43.7 (prior 
44.8), while services were 22.8 (33.8). 
Speaking of Japan, with the BOJ meeting 
next week, leaked reports to the Japanese 
media have indicated that the BOJ 
is considering further, more negative, 
easing. The current benchmark BOJ rate 
is -0.10%.

All up, the global PMI prints paint a 
depressingly similar story… weakness 
with the services sector hit particularly 
hard.
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KRW 741.34 786.03
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 DAX 30 10,514
30 day bank bills 0.32% 0.29% 0.12% 0.10% Nikkei 19,429
90 day bank bills 0.35% 0.32% 0.14% 0.10%
FRA 90d in 3mths 0.33% 0.30% 0.20% 0.15% COMMODITIES
FRA 180d in 6mths 0.33% 0.30% 0.30% 0.26% USD
1 year swap* 0.33% 0.30% 0.20% 0.19% Dubai light 20.31
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* Semi-annual rate resets except AUD 1,2,3 year quarterly SOURCE: Bloomberg
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