
More of a grind than a boom!
In what has been a roller coaster of 
economic data releases, the US ended last 
week with a ‘lower-for-longer’ bias after 
retail sales unexpectedly stalled in April 
at 0.0% on the month, which was way 
below the expected 1.0% rise! And while 
this followed an upwardly revised 10.7% 
surge in March, when the first round of 
stimulus checks were sent to households, 
with the ex-auto number coming in even 
weaker, at -0.8%, it highlights the ‘stop-
start’ nature of the US recovery. 

To add to the mix, the balance of US 
data releases was also broadly below 
expectations after the University of 
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Michigan survey saw the sentiment and 
current conditions indexes fall almost 10 
pips to 82.8 and 90.8, while their 1 and 
5-year inflation forecasts came out at 
+4.6% and +3.1%. Industrial production 
was also slightly weaker at +0.7% on the 
month, while capacity utilisation eased 
back to 74.9%.

On the ‘other-side-of-the-coin’ China’s 
robust economic momentum looks 
set to continue and their factory-led 
recovery appears to have broadened out 
to the consumer with initial estimates 
suggesting industrial output may have 
risen by as much as 10% on the year, 
while retail sales are forecast to have 
expanded by 25% over the same period. 
While the proof will be in the numbers 
later today, a continuation of the recent 
export boom, even amid a slower credit 
expansion, would suggest that China 
remains one of the main driving forces 
for global growth this year.

Friday evenings price action saw 
European and US bourses close in 
positive territory as dovish remarks from 
several Fed officials soothed concerns 
that rising inflation will prompt the US 
central bank to tighten policy sooner 
than expected. Still, the indexes suffered 
their biggest weekly declines since late 
February as sentiment continuously 
flipped and turned. Commodities were 
mixed, although some of the ‘heat’ was 
taken out of steel, lumber, and iron ore as 
they ended the session down 3.9%, 4.3% 
and 5.35%, while yields gave up some of 

their gains with the US 10-year at 1.63% 
and the bund at -0.13%. Against this, the 
NZD and AUD recovered some of their 
sparkle.  

Fed member, James Bullard, announced 
the US economy will grow beyond the 
pre-pandemic level of output by the 
end of June to essentially move from 

“recovery” to “expansion” as fiscal policy 
to sustain households has worked “well 
beyond initial hopes. It’s a judgement call 
on whether inflation is transitory. Monetary 
policy is in a good position (and we) do not 
want to shift policy in a crisis.”

The NZ manufacturing PMI number 
for April, at 58.4, was another positive 
outcome despite falling from March’s 
63.6.

Wage inflation?
We may be about to see the start of  
wage inflation in the US after McDonald’s, 
who require an additional 10,000 staff, 
announced plans to increase starting 
wages by 10%, while Amazon, who 
are after 75,000 staff, are planning to 
start workers at USD17 per hour with a 
USD1,000 sign-on bonus in some cases. 
Time will tell if anyone is still keen to 
work for a living… 
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