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Fickle global scene keeps markets wary 
Today, we released the August edition of our Trade Disruptions Report. Slowing global growth, widespread 
capacity constraints, elevated prices and costs and ructions from the Ukraine conflict have added to the challenges 
facing NZ exporters and the NZ economy in general. Shipping costs have eased but are still considerably above pre-
COVID-19 levels with shipping and supply chains far from returning to pre-COVID norms. We expect NZ merchandise 
export volumes to remain subpar heading into 2023 and slowing domestic demand should act to cool import 
demand. Still, some exporters (e.g. meat & dairy) should continue to do very, very well given our low NZD and 
elevated terms of trade view. 

The global scene remained fickle, with the US July Manufacturing ISM easing to a 2-year low (52.8). New orders (48) 
and employment (49.9) were on the wrong side of the expansion/contraction divide, with easing production (53.5) 
and surging inventories (57.3) symptomatic of continuing supply chain frictions. Encouragingly, prices paid dropped 
sharply to 60, a 2-year low, although the underlying concern for markets is that high inflation rates will stick around 
for a while yet, with central bankers having to tap the policy brakes. The July Caixin manufacturing Chinese PMI (50.4 
versus mkt: 51.5) fared slightly better than the 49 reading from the official manufacturing PMI, but was on a 
downward trajectory, pointing to slowing Chinese growth. 

Global yields were also weighed by simmering geopolitical tensions. With White House Speaker Pelosi heading to 
Taiwan, the US has urged China not to escalate tensions. This has weighed on longer-term Treasury yields, with 
those for the 10-year tenor (2.60%) at a 4-month low and with 2-year yields drifting up (2.90%) the US yield curve 
has further inverted. European yields are lower despite nudging higher upon the market open (UK 10Y 1.80%, Ger 
10Y 0.78%). With the Australian rates market shut, NZ swap yields generally ground higher on thin volumes (2y 
3.75%, 10Y 3.60%), with NZ 10-year government bond yields slightly lower (3.39%). 

Global equities have struggled for direction after the strong July. The Dow, SD&P500 and Nasdaq were little 
changed from the previous close. European equities finished the session slightly down despite making initial gains 
after stronger than expected corporate earnings from banks. Equities were generally higher in the Asia Pacific 
session, with gains for the ASX 200 (+0.7%) and the NZX50 (+0.3%). 

Despite USD weakness, commodity prices were generally weighed by more pessimism over global demand. This 
was most acutely felt in the energy sector, with near-term contract prices for Brent (USD99.70 per barrel) and WTI 
(USD93.60) down 4-5%. Gold prices rose (0.3%).    

Data wrap: The US July manufacturing PMI eased to 52.2, with construction spending down 1.1% in June. The final 
July reading of the Australian Manufacturing PMI was steady at 55.7. Manufacturing PMIs remained in contraction in 
Germany (49.2) and the Eurozone (49.8) and came in at 52.1 for the UK. The Eurozone unemployment rate was 
stable at 6.6%. German retail sales plummeted 1.6% in June (mkt: 0.3% mom), to be 9.8% lower than last June. 

NZ residential consent numbers fell 2.3% s.a in June, but this resulted in 50,736 being lodged in the June year a 
shade below May 2022 highs. The outlook is for falls in consent issuance over 2022 and much of 2023 given soaring 
building costs, acute labour shortages, higher mortgage interest rates, a less favourable housing backdrop and 
anaemic population growth. 

FX Update: Broad-based USD weakness remained with the greenback and CAD at the bottom of the G10 standings, 
with the yen and the kiwi (the new safe haven currency?) at the top of the charts.  The AUD also notched gains 
ahead of today’s RBA decision. The NZD popped above 63 US cents last night and had traded in a 0.6295 to 0.6360 
USD overnight range.  The NZD dipped below 90 Australian cents last night but has recovered this morning to 
currently sit at 90.1 Australian cents. 

Day ahead: Sparse on the local events and data calendar, aside from the ASB Trade Disruptions Report. Falls are 
likely in tonight’s GDT auction, but the shortage of supply should keep dairy prices elevated and we are sticking with 
our $10 kgMS Fonterra Milk Price forecast for 2022/23. Focus this afternoon crosses the ditch, with our CBA cobbers 
expecting a 50bp RBA cash rate hike (to 1.85%), with a cash rate peak of 2.6%. Australian cash rate futures have 
44bps of RBA hikes priced in today with the cash rate moving above 3% at the end of this year. Jolts job openings in 
the US will be scrutinised ahead of payrolls data this weekend. Comments from the Fed’s Evans (2022 non-voter) 
and Mester (2022 voter) could be on the wires.    
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      Important Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or needs. 
Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard to your 
objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the 
information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, 
reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this document are subject 
to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by ASB Bank Limited. We are 
under no obligation to, and do not, update or keep current the information contained in this document. Neither ASB nor any person involved in the 
preparation of this document accepts any liability for any loss or damage arising out of the use of all or any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to contingencies 
and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant that any of these 
valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.  

 

 

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.6329 0.9% NZD/SEK 6.408 0.2% NZX WMP 3625.0 0.7% Dow 32833 -0.1%

NZD/AUD 0.9014 0.2% NZD/DKK 4.595 0.5% Gold $/o 1771.0 0.3% S&P 500 4128 -0.1%

NZD/EUR 0.6171 0.3% NZD/THB 22.8 0.3% WTI Oil $/b 93.7 -5.0% NASDAQ 12367 -0.2%

NZD/JPY 83.32 -0.3% AUD/USD 0.7022 0.7% Money Market (%) FTSE 7413 -0.1%

NZD/GBP 0.5165 0.2% EUR/USD 1.026 0.5% 90 Day BB 3.18 0.03 CAC-40 6437 -0.2%

NZD/CAD 0.8133 1.2% USD/JPY 131.6 -1.2% OCR 2.50 0.00 DAX 13480 0.0%

NZD/CHF 0.6015 0.6% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20166 0.0%

NZD/HKD 4.968 0.6% NZ 3.41 -0.01 1yr 3.75 0.02 Nikkei 27993 0.7%

NZD/SGD 0.8716 0.6% US 2.59 -0.06 2yr 3.75 0.01 ASX200 6993 0.7%

NZD/CNH 4.292 0.5% Aust 3.06 -0.15 5yr 3.57 0.01 NZX50 11526 0.0%
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