
There’s a lot of data this 
morning…

… So let’s get straight into it!

US consumer prices climbed its fastest 
pace since 2008 after the headline prints 
showed prices rose 0.6% on the month 
and +5.0% on the year against forecasts 
of +0.5% and +4.7%. The core, which 
excludes food and energy, also spiked 
against expectations to print at +0.7% 
and +3.8% for its sharpest increases in 
nearly three decades! 

Interestingly, in stark contrast to the CPI 
gains over the last 2-months, bond yields 
have continued to ease with the US 10-
year currently yielding 1.45%, while the 
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bund has fallen to -0.24%. The biggest 
adjustment has been in inflation linked 
bonds, with the 10-year BEI yield falling 
24 basis points, implying that investors 
have ‘bought’ into the Fed’s transitory 
inflation narrative. 

In other US releases, initial jobless claims 
dropped to 376,000, the government 
posted a budget deficit of USD132 
billion in May, and US hourly and weekly 
earnings decreased -2.8% and -2.2% on 
the year. 

In Europe, the ECB left its key interest 
rates unchanged, although policy makers 
differed over how much bond-buying 
would be needed across the northern 
hemisphere summer when liquidity is at 
a premium. President Christine Lagarde 
emphasised this point in the Q&A session 
stating “there was a debate on the pace 
of purchases, on some of the analytical 
aspects on the use of our instruments. So, I 
use the words broadly agreed. There was 
here and there a couple of diverging views 
and not unanimous consent.” In saying this, 
the Governors committed the PEPP to 
continue at a “significantly higher pace” 
than the current EUR14 billion per week. 

PBoC Governor, Yi Gang, thought it 
was about time he got his name in the  
spotlight so he came out with a few 
headlines stating that “Chinese interest 
rates are at appropriate levels,” before he 
hinted that China may loosen its controls 
over the yuan exchange rate by improving 
the floating exchange rate mechanism. 
Deputy Governor, Pan Gongsheng, then 

stated that “2-way fluctuation of the yuan 
will become the new normal.”

In Australia, one of the local banks 
has brought forward its RBA rate hike 
call to H2 2023 … wait a minute that’s 
still 2-years away! Meanwhile, in NZ 
credit card spending rose +2.3% in May 
following on from April’s +4.0% gain, 
while retail card spending increased 
+1.7%, which is also down from the 
previous months +4.0%.

So, what did it all mean? Apart from the 
movement in yields, not a lot really! 
Equity bourses are up 0.5-1.0%, as are 
commodities, while the NZD and AUD 
are holding in the middle of their recent 
ranges. 

Japanese spanner in the works
Word on the street, or the Nikkei 
newspaper to be precise, is that the 
Japanese PM, Yoshihide Suga, will 
dissolve the lower house of Parliament 
and call a snap election in September, 
which would be sensational news except 
that the election is currently scheduled 
for October! Oh yes, the Nikkei also 
added the government is weighing up a 

“major economic stimulus package as early as 
this summer.” Just add, ‘yet another’ into 
that last sentence!
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