
Inflation is in the air …
… everywhere I look around!

Ahead of Thursday’s big announcement, 
a Federal Reserve Bank of New York 
study found US consumer expectations 
for inflation have hit an 8-year high as 
respondents project the inflation rate 
will hit 3.6% in 3 years, up from 3.1% in 
April. 

Meanwhile, a Wall Street Journal 
opinion piece ahead of Thursday’s FOMC 
meeting suggests the Fed may be closer 
to hitting its full employment target than 
originally thought as, “2.6 million people 
have retired since February 2020,” and, as 
Cleveland Fed President Loretta Mester 
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stated, “when people retire, they don’t come 
back into the labour force,” as was also 
emphasised by Treasury Secretary Janet 
Yellen when she stated, “we don’t need to 
regain quite that many (jobs) to get back to 
full employment.”

Cracks are beginning to appear at the 
ECB … again! First up, ECB President 
Christine Lagarde announced, “We need 
to really anchor the recovery. Our projection, 
and the design of the PEPP as we have it, 
seems to be heading in the right direction” 
but “it is far too early to debate these 
issues.”  Yet, within the hour, Austrian 
CB Governor Robert Holzmann said 
the program would end in March unless 
there was another severe wave of Covid 
infections. 

In overnight data releases, Eurozone 
industrial production rose by +0.8% in 
April, following on from March’s revised 
+0.4% gain, while NZ services PMI for 
May eased to 56.1 from April’s 61.2 
as the domestic economy, “continues 
to follow global trends with strong new 
orders, business, activity and sales. However, 
supplier deliveries remain solidly in 
contraction.”

A survey of UK manufacturers 
highlighted that they have accelerated 
their plans for hiring and investment 
as, “Manufacturing growth is now firmly 
accelerating as restrictions have been eased 
and economies around the globe have 
started to open up”. 

European equities edged higher to  
record 7 days of gains, although US 

stocks dropped from record levels while 
oil eased from its two year high. The rally 
in bond markets lost some steam as the 
10 year yield firmed to 1.495% in the US 
and -0.25% in Germany. The NZD and 
AUD flatlined.

Ouch!
Top European wine exporter, J. García 
Carrión, is demanding compensation of 
EUR75m from BNP over lossmaking forex 
trades from alleged illicit transactions. 
And if that wasn’t bad enough, an ex-
HSBC client has stated “rotten” FX 
traders used confidential information to 

‘front run’ customer orders on the first 
day of a trial.

Bitcoin popped 10% after Elon Musk 
suggested Tesla could accept the 
crypto again if it was mined in an 
environmentally friendly manner. And if 
combustible engines didn’t pollute the 
atmosphere, we wouldn’t need electric 
cars either! Mind you, billionaire fund 
manager Paul Tudor Jones said he’s 
nervous that the Fed isn’t moving quickly 
enough to address inflation and advising 
investors to invest in more defensive 
investments like cash, commodities and, 
yep, you guessed it … bitcoin!

Following the conclusion to the G7, the 
leaders agreed to continue economic 
stimulus and support programmes “for 
as long as is necessary,” while they also 
singled out China and Russia for being 
naughty.
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