
What? No change? Really! 

Today, in perhaps the most telegraphed 
announcement known to mankind, the 
Federal Reserve left US rates unchanged, 
although the Chair did acknowledge 
that they are seeing faster growth and 
higher inflation. Fed Chairman, Jerome 
Powell, said the recovery is “uneven and 
far from complete” and while he noted 
that inflation pressures could rise in the 
coming months, these “one-time increases 
in prices are likely to only have transitory 
effects on inflation. Indicators of economic 
activity and employment have strengthened, 
(although) the sectors most adversely affected 
by the pandemic remain weak. It’s unlikely 
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we would see a persistent rise in inflation with 
significant slack in the labour market.”

To conclude, the Fed offered no hints that 
it was considering slowing the pace of its 
asset purchases, let alone thinking about 
raising interest rates.

With ‘no new news’ being perceived 
as ‘good news’ and the Fed remaining 
accommodative, the equities were flat,  
the US 10 year yield firmed to 1.61%, and  
the US dollar weakened forcing the NZD 
and AUD higher.

The Reserve Bank of New Zealand 
(“RBNZ”) announced “We will be provid-
ing advice on policy options for responding 
to the Government’s section 68B direction 
on housing-related matters late next month,” 
and so we suspect they will provide the 
Finance Minister with advice on debt-
to-income and interest-only mortgage 
restrictions. RBNZ are projected to 
engage with the government in late  
May, a few weeks after publishing their 
Financial Stability Report, on 5 May. 
RBNZ policymaker, Peter Harris also 
announced, “the central bank (is) still 
not meeting its employment objective as 
unemployment remains relatively high. 
(We are) not seeing material signs of wage 
inflation, no need to remove monetary 
stimulus right now.”

One of the local banks is forecasting 
the RBA will extend its QE with a third 
AUD100 billion programme, which will 
begin in the first week of September, 
and that it will extend its YCC Policy to 

purchase the November 2024 bond at 
the cash rate of 0.1%. Meanwhile, Fitch 
ratings say that any potential withdrawal 
of stimulus creates a risk for Australian 
credit markets. After yesterday’s poor CPI 
print, there would seem limited near-term 
risk of this as Australian Q1 CPI headlined 
at 0.6% on the quarter and 1.1% on the 
year, against an expected 0.9% and 1.4%, 
with the trim and weighted means in-line 
with expectations.

Germany May GfK consumer confidence 
fell to -8.8 against the -4.2 expected, 
although it wasn’t enough to stop the 
10-year Bund yield lifting to -0.215%, its 
highest since February 2020, although it 
has since eased to -0.23%.

The Asian Development Bank is fore-
casting ‘developing Asia,’ which is 45 
countries in the Asia-Pacific will grow 
7.3% in 2021 and 5.3% in 2022, with 
China expected to grow 8.1% this year 
and 5.5% in 2022.

I love you, man … no, I love 
you, more!

In what could be perceived as the biggest 
love-in since the 1960s, the US, UK NZ, 
and Australian finance ministers held a 
call yesterday exchanging views on their 
policy responses to COVID-19 and 
discussed their respective fiscal positions 
and strategies to support a robust 
economic recovery. 
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