
Non-farm disappoints
With most economic forecasters 
calling for a headline non-farm payroll 
number around the 1 million mark, 
the actual +266,000 print was a major 
disappointment. The huge miss validates 
the Fed’s argument that the economy is 
nowhere close to full employment, with 
traders awaiting this week’s US CPI 
release for an insight as to whether there 
are any inflationary pressures in the 
pipeline. 

Following on from a 5 day holiday at the 
start of May, China reverted to BAU on 
Friday with the release of services and 
composite PMIs, with both exceeding 
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expectations at 56.3 and 54.7. We also 
had the release of the China April export 
numbers but given that April 2020 was 
essentially a lock-down month in China, 
it is a little difficult to be objective when 
exports rise 32.3%, and imports grow at 
43.1% in USD terms! 

Yawn, the RBA minutes stated … wait for 
it … they will not raise rates until actual 
inflation hits its target range, which is 
unlikely to be at least until 2024. Wow — 
I didn’t see that one coming! Interestingly, 
the RBA did raise their jobless and 
inflation forecasts to 4.5% and 2.0% in 
June of 2023. Friday also saw the release 
of the Australia services PMI for April 
which jumped to 61.0 from its previous 
print of 58.7.

Last week saw the NZ Treasury publish 
its 9 month interim financial statements 
of the Crown accounts, which showed  
the domestic economy’s performance 
and fiscal position continues to be 
stronger than originally forecast with 
tax revenues NZD4.0 billion above 
the half-year forecast, reflecting an 
improvement in economic conditions, 
higher profitability, a better labour 
market, and stronger domestic spending. 
The unemployment rate also declined 
to 4.7% in the March quarter, down 
from 4.9% previously, confirming a solid 
labour market. This ultimately saw the 
RBNZ raise its Q2 inflation expectations 
a touch, with the 1 year up to 1.87% 
from 1.73% and the 2 years increasing to 
2.05% from 1.89%.

The Fed, in their Financial Stability report, 
suggested a range of asset prices could  
be vulnerable to large and sudden 
declines if risk appetite falls. 

Furthermore, household debt is 
moderate relative to income, and 
delinquency rates remained unchanged 
for most types of loans. Ultimately, the 
Fed seems relaxed, despite some of 
those points being indicative of potential 
instabilities brewing.

To summarise 
All-up, the disappointing US data under-
scored the Fed’s position that the 
economic recovery has a long way to go 
and interest rate hikes remain some way 
off as “we are somewhere between 8-10 
million jobs below where we were before  
the pandemic” according to Fed member 
Neel Kashkari. 

This saw US and European equities rally, 
while the US dollar index broke support 
levels to drive the ‘risk’ currencies to 
short-term highs, as was reflected in the 
weekly forex futures positioning data 
which saw fresh longs added to the NZD, 
AUD, GBP, and EUR. 

Finally, a series of major cyber attacks in 
recent weeks in the US accumulated in 
an attack on the Colonial Pipeline, which 
threatened to up-end gasoline and diesel 
supplies on the East Coast. 
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