
Can I have a fiver each way 
please!
The perception yesterday’s Federal 
Reserve rate hike was a dovish rate 
hike, I think needs some consideration. 
In raising the Fed funds rate by 25bps 
and signalling “some additional policy 
firming may be appropriate,” Mr Powell 
also signalled they “may” only hike once 
more. But against this, as “gratifying” as it 
is that inflation has begun to slow, “given 
our outlook, I just I don’t see us cutting rates 
this year.” Ultimately, what this all means 
is that the Federal Reserve is hedging 
its bets and is not committing itself 
either way … so any talk of dovish and 
hawkishness is just market waffle.   

But one thing that didn’t get a lot of 
traction yesterday but is getting a lot 
more focus now is US Treasury secretary 
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Janet Yellen’s comments ruling out an 
expansion of the Fed’s deposit insurance 
scheme to protect savers with balances 
above USD250k stating, “  

 
 

” This saw a further sell-off 
in shares of smaller US banks while 
Moody’s warned, “looking forward, the 
longer financial conditions remain tight, 
the greater is the risk that stresses spread 
beyond the banking sector.”

WSJ Fed whisperer, Nick Timiraos has 
warned, “Jerome Powell is dismissive of 
the financial conditions indexes which 
don’t necessarily capture lending conditions 
and are over-weight equities and rates. 
He indicates the credit contraction from 
regional and small bank stress could easily 
have a significant macroeconomic effect.”  

Data-wise, US initial claims fell by 1k 
to 191k against expectations of 197k 
while Euro-zone consumer confidence 
edged down 0.1 to -19.2 in March, below 
market expectations of -18.3.

In Europe, they’re sticking to 
their guns to shoot down 
inflation!
Despite the events related to Credit 
Suisse, the Swiss National Bank (SNB) 
has not flinched and raised their cash 
rate by 50bps to 1.50%, and signalled 
there are more hikes to come as they 
resume their inflation fight. The BoE also 
hiked 25bps and left the door open to 
further increases with Governor Baily 

stating, “I don’t know if 4.25% will be the 
peak in rates” while the Norges Bank, 
Norway’s central bank, raised their cash 
rate by 25bp to 3.00% but surprised the 
markets by pledging to hike again in May 
as policymakers moved to counter the 
inflationary impacts of a weaker kroner. 
Interestingly, hedge funds are buying 
Credit Suisse’s AT1 bonds betting the 
bonds will win a lucrative repayment, 
potentially through litigation.

The Japanese March Tankan survey 
showed a small improvement in the 
manufacturing and services indexes with 
manufacturing improving to -3 from -5 
while non-manufacturing soared to 21 
from 17.

RBNZ Chief Economist, Paul Conway, 
announced, “If inflation expectations 
don’t fall, we may have to do more (hikes). 
Inflation is high and widespread because 
strong demand is outstripping supply. The 
OCR is now comfortably above neutral and 
having the desired contractionary effect.”

Summing it all up, with banking stocks 
once again under selling pressure, 
international equity markets were a 
sea of red, off between -1.0% and -2.0%. 
Commodities were also under pressure, 
with crude oil back below USD70p/b, 
while US yields were lower, off -14bps in 
2-yrs at 3.84% and -8bps lower at 3.41% 
in the 10-yrs. The USD has been relatively 
stable in amongst the chaos with the 
NZD/USD and AUD/USD slightly higher. 
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