
Wake up to “no-change” 

The BoJ announced no change to its 
monetary policy, keeping its short term 
interest target at -0.10%, the 10 year 
JGB yield target around 0.00%, and 
its ETF cap at JPY12 trillion. The BoJ 
also upgraded its GDP growth forecasts 
modestly but downgraded its CPI 
forecasts to 0.1% from the 0.5% that was 
projected in January. It kinda makes their 
2.0% target seem optimistic!

Overnight we saw the US CoreLogic 
Case-Shiller 20-city home price index 
jump 11.9% on the year to February, the 
price of copper and iron ore hit an all 
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time high, and UK retail sales jump to 
20.0 in April to record its highest print 
since June 2018. International equity 
bourses were quiet, the US 10 year 
popped to 1.62%, while the NZD and 
AUD eased 0.4% against the USD. 

An unnamed US bank estimates that 
the preliminary April month end FX 
rebalancing flows point to more USD 
selling than usual as the ‘average 
signal strength’ across all USD crosses 
measures 1.7 standard deviations, and 
that signals of this magnitude have only 
occurred 5% of the time since 2004. And 
speaking of the dollar, DoubleLine CEO, 
Jeff Gundlach, told Bloomberg “the US 
dollar is almost certain to decline in the 
medium-to-long term.”

Chinese media is reporting that “Beijing 
has ordered a halt to work on two high-  
speed rail projects with a total investment of 
130 billion yuan (USD20 billion) signalling 
concerns over growing local government 
debt.” Meanwhile, with Chinese retail 
sales lagging after the pandemic, it has 
been decided there will be a month long 
campaign to increase consumer spending 
as China enters its five day Labour Day 
holiday on 1 May. Don’t worry, Chinese 
manufacturers should be able to keep 
up with demand after industrial profits 
surged +92.3% on the corresponding 
COVID-19 infected period a year ago. 

Vale, the world’s largest producer of 
iron ore, pellets, and nickel, announced 
they are expecting to see an increase 

in supply, although demand will fall, 
driven by production cuts in China due 
to environmental restrictions. And if 
that wasn’t bad enough for Australia, 
Moody’s predicts that “over the coming 
months, delinquency rates will increase 
on average at varying rates because of the 
uneven economic recovery and the end of 
borrower support measures.”

The great re-balancing 

BlackRock has shifted its tactical view 
on inflation-protected Treasuries, or 
TIPS, to neutral from overweight, and 
cut its underweight position on nominal 
Treasuries, as the fund giant is confident 
that inflationary expectations are 
already priced in. And while the reasons 
behind the recent upswing in inflation 
expectations — supply constraints, pent-
up consumer demand and excess savings 

— are largely temporary,  “further increases 
seem unlikely in the near-term. We still see 
inflation pressures building over the medium 
term due to structural reasons.”

While executives from such diverse 
companies as Mexican Grill, Whirlpool 
and Procter & Gamble have outlined 
price hikes, largely in response to rising 
materials costs, one freight forwarder has 
announced that all trans-Pacific shipping 
space has been sold out for the month of 
May as “we had one client who was ready 
to pay USD15,000 per container and we 
couldn’t get it loaded.”
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