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Markets cautious as inflation lingers 

Markets adopted a more cautious tone, unnerved by concerns over inflation and signs of slowing global growth. 
This followed the earlier admission by Treasury Secretary Yellen that she was wrong in not predicting US inflation to 
be more persistent nor problematic for the US economy. This morning’s Fed Beige book reported continued growth 
in the US economy, but with four districts noting a slower pace of growth, with three citing growing risks of a 
recession.  Pricing pressures were also mixed. 

There were various comments by central bank officials overnight. The FOMC’s Bullard (2022 voter) urged 
aggressive rate hikes to cool inflation but then flagged the potential for subsequent rate cuts once inflation was 
bought under control.  The Fed’s Barkin (2022 non-voter) saw no evidence to date of the US economy sliding into 
recession. Moreover, ECB Hawk Holzmann moved against the signalled consensus and called for a 50bp ECB rate 
hike in July, with “decisive action” needed to ensure inflation expectations do not become unanchored. 

The Bank of Canada took the path of least resistance and hiked its policy rate by 50bps (to 1.50%). With inflation 
(currently 6.8% yet to peak), the policy assessment flagged the potential for a faster pace of future rate hikes, 
providing a boost to CAD and Canadian yields and adding to market pricing. 

Global equities were generally lower with US equities currently slightly down on their current open (see table). 
European equities rose upon their open but are currently down by close to 1%.  Asia Pacific equities were mixed. 
Government bond yields were higher on lingering inflation concerns. US Treasury yields were 8-11 points higher 
across the curve (10Y 2.93%).  European yields were 5-8bps higher for the 10-year tenor (UK 2.15%, Ger 1.18%). 
Local swap yields retraced earlier climbs with the curve steepening.  NZ government bond yields edged higher with 
the curve steepening, likely pressures higher by higher Australian counterparts. 

Commodity prices were generally firmer. Energy prices have held onto recent gains ahead of an OPEC+ meeting. Oil 
prices were steady with near-term contract prices for Brent and WTI at around USD115 per barrel, a circa 50% gain 
since the start of the year. 

The data generally showed resilience but softening signs in China. Despite fears of slowing the May manufacturing 
ISM ticked up to 56.1 (mkt: 54.5). Prices paid at 82.2 were firmer than expected. The US manufacturing PMI eased 
fractionally to a still robust 57. US job openings (11.4m in April) were slightly stronger than expected. May 
manufacturing PMIs were revised up for Australia (55.7) and remained well into the mid-50s zone for the UK (steady 
at 54.6) and the Eurozone PMI (up marginally to 54.6). The Eurozone unemployment rate was steady at 6 .8% in 
April. However, the May Chinese Caixin manufacturing PMI undershot expectations at 48.1 (mkt: 49) the third 
successive month in contraction.  

Q1 Australian GDP marginally bested expectations (+0.8% qoq, 3.3% yoy).  Household consumption, business 
investment and public demand rose strongly, and inventories lifted, and growth tempered by a negative net trade 
position. There are already signs that rising interest rates and the higher cost of living will cool the economy, with 
Core Logic house prices dipping 0.3% in May, its first fall in close to 2 years.  Our CBA colleagues have opted for a 
25bp RBA hike next week. Financial market reaction to the GDP print was muted. 

FX Update: The USD, CAD and AUD have been the strongest G10 currencies over the past 24 hours, with the USD 
index having rebounded from weakness earlier this morning. Yen, sterling, and NOK were the laggards. The NZD 
dipped below 65 US cents yesterday afternoon and traded in a 0.646 to 0.655 USD range overnight. The NZD has 
eased towards 90.3 Australian cents. 

Day Ahead: Back to the rear vision mirror with Q1 NZ Terms of Trade (ASB:  3.5% qoq, mkt: +1.5% qoq.  At just after 
2pm is the $200m NZGB tender of the 2027 and 2051 bonds. A $9bn April trade surplus is expected for Australia.  
Annual Eurozone producer price inflation is expected to push higher to a whopping 38.4%. The May ADP 
employment survey (mkt: 300k), jobless claims and durable goods are out for the US. The Fed’s Logan (2023 voter) 
and Mester (2022 voter) and comments from ECB members Villeroy and de Cos are out on the wires.  
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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 0.6485 -0.5% NZD/SEK 6.385 0.3% NZX WMP 4125.0 0.0% Dow 32813 -0.5%

NZD/AUD 0.9036 -0.5% NZD/DKK 4.529 0.3% Gold $/o 1846.8 0.5% S&P 500 4101 -0.7%

NZD/EUR 0.6087 0.3% NZD/THB 22.3 -0.4% WTI Oil $/b 115.3 0.5% NASDAQ 11994 -0.7%

NZD/JPY 84.40 0.6% AUD/USD 0.7177 0.0% Money Market (%) FTSE 7533 -1.0%

NZD/GBP 0.5195 0.5% EUR/USD 1.065 -0.8% 90 Day BB 2.46 0.00 CAC-40 6419 -0.8%

NZD/CAD 0.8209 -0.4% USD/JPY 130.2 1.1% OCR 2.00 0.00 DAX 14340 -0.3%

NZD/CHF 0.6246 -0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21295 -0.6%

NZD/HKD 5.088 -0.5% NZ 3.64 0.03 1yr 3.52 -0.06 Nikkei 27458 0.7%

NZD/SGD 0.8916 -0.1% US 2.91 0.07 2yr 3.87 -0.05 ASX200 7234 0.3%

NZD/CNH 4.343 0.3% Aust 3.42 0.07 5yr 3.90 -0.01 NZX50 11373 0.0%
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