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Rates up, dairy prices down 
Dairy prices were weaker than expected at the Global Dairy Trade event overnight. The key Whole Milk Powder 
index was down 6.1% and Skim Milk Powder was down 5.3%. Butter was down 6.1% and Butter Milk Powder was 
down 9.2%. Although it's the middle of winter, and the key production months are a way off, it's another weak 
auction, and another slightly bearish dairy signal.  Nevertheless, we still expect the overall season will be another 
strong one for the overall farmgate return. 

The Reserve Bank of Australia hiked its cash rate target by 50 basis points to 1.85%. It was the fourth consecutive 
monthly increase in the cash rate and was widely expected. The Governor’s comment that, “the Board places a high 
priority on the return of inflation to the 2–3 per cent range over time, while keeping the economy on an even keel. 
The path to achieve this balance is a narrow one and clouded in uncertainty, not least because of global 
developments” is new.  These remarks imply a pragmatism in how the RBA will make policy decisions over the period 
ahead.  Our CBA colleagues do not believe the RBA is in a rush to take the policy rate much above its estimate of 
neutral (around 2.5%). Accordingly, our CBA colleagues continue to expect a cash rate peak of 2.60% by the end of 
2022 (around the RBA’s estimate of neutral, but a level CBA economists consider to be contractionary for the 
Australian economy). 

Monthly US JOLT job openings fell by 605k to 10.7 million at the end of June.  This is the biggest monthly fall since 
the peak pandemic impacts in 2020, and slightly weaker than what was expected.  Job openings have been declining 
since March, a sign that weak activity levels are filtering through to job creation.  Nevertheless, the labour market 
remains tight, with the ratio of job openings to the number of unemployed still extremely elevated compared to pre-
pandemic levels.  Friday night’s Non-farm Payrolls figures are expected to show slower jobs growth more around 
200k after June’s 372k increase.   

Fed officials overnight sounded a hawkish tone relative to the market’s recent pullback in interest rates.  San 
Francisco Fed President Mary Daly expressed puzzlement that markets were moving to price in interest rate cuts for 
the first half of 2023.  In contrast, she said the Fed is “nowhere near” finished, and expected that the Fed would keep 
hiking for the time being and hold interest rates for a “while”.  Cleveland Fed President Loretta Mester noted the Fed 
has more work to do, with inflation yet to peak and show clear evidence it is on the way down.  Chicago Fed 
President Charles Evans said he thinks the Fed will need to lift the Fed Funds rate to around 3.75%-4%. 

Interest rate markets finished the daytime on a dovish note, before hawkish Fed officials jolted markets sharply 
up. Downunder interest rates edged down ahead of the NZ close, given that the RBA didn’t sound like it was a pre-
set path of large cash rate increases and that “the size and timing of future interest rate increases will be guided by 
the incoming data and the Board's assessment of the outlook for inflation and the labour market”.  Overnight, the 
run of Fed comments was a stark contrast to recent market fears over US recession.  The comments triggered sharp 
lifts in US interest rates (up circa 15-20bp) and will set the early morning trading tone.   

The AUD eased after the RBA announcement, filtering through to the NZD.  The Fed comments spurred the USD 
roughly 1% firmer across the main currencies.  The NZD/AUD lifted marginally as the RBA comments saw the AUD 
underperform over the 24-hour period.  US equities softened in response to the Fed comments, while oil prices lifted 
a touch. 

Day ahead: New Zealand Q2 labour market data are due at 10.45am today. The latest figures are expected to show 
an extremely tight labour market and the unemployment rate reaching a fresh record low of 3%.  Wage growth is 
expected to accelerate to its highest annual rate since 2008 (circa 3.4% for the annual lift in the private sector labour 
cost index).  We expect wage growth to continue to accelerate over the second half of 2022. The tight labour market 
is one of the biggest challenges for the New Zealand economy and a key influence on the RBNZ’s policy decisions 
over the year ahead. Offshore, Australian Q2 retail sales data and the July Australian composite Purchasing Manager 
Index (PMI) are due. For the Eurozone, Producer Price Indices and retail sales data for June are due tonight, along 
with the composite Eurozone PMI for July.  
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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 0.6255 -1.2% NZD/SEK 6.405 -0.1% NZX WMP 3610.0 -0.4% Dow 32396 -1.2%

NZD/AUD 0.9037 0.3% NZD/DKK 4.579 -0.4% Gold $/o 1761.5 -0.6% S&P 500 4100 -0.5%

NZD/EUR 0.6151 -0.4% NZD/THB 22.6 -1.0% WTI Oil $/b 94.4 0.6% NASDAQ 12349 -0.2%

NZD/JPY 83.25 -0.1% AUD/USD 0.6922 -1.5% Money Market (%) FTSE 7409 -0.1%

NZD/GBP 0.5141 -0.5% EUR/USD 1.017 -0.9% 90 Day BB 3.20 0.02 CAC-40 6410 -0.4%

NZD/CAD 0.8052 -1.0% USD/JPY 133.1 1.1% OCR 2.50 0.00 DAX 13449 -0.2%

NZD/CHF 0.5987 0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 19689 -2.4%

NZD/HKD 4.911 -0.6% NZ 3.31 -0.10 1yr 3.77 0.02 Nikkei 27595 -1.4%

NZD/SGD 0.8651 -0.8% US 2.76 0.18 2yr 3.71 -0.01 ASX200 6998 0.1%

NZD/CNH 4.235 -0.4% Aust 2.98 -0.08 5yr 3.49 -0.04 NZX50 11532 0.0%
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