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Nerves inflating 
It’s been a skittish time for markets over the past day.  Australian data showed a loss of momentum, leading to 
some softness in Australian interest rates during the day.  Overnight, US markets got twitchier as tonight’s US 
inflation print looms closer: persistent inflation pressure will likely keep the US Fed on an aggressive tightening cycle 
and keep recession fears stoked.  In response to those fears, US equities have eased back at least 0.5%, with ‘big 
tech’ driving the NADAQ down closer to 1%.  The recession worries are also reflected in interest rates.  US long-term 
yields edged down by more than short-term yields, and the 2s-10s yield curve inversion has deepened further to 
levels seen in 2007.  Oil prices also dropped sharply, back below USD100/bbl.  The USD, meanwhile, remains strong 
on safe-haven flows and is bouncing around near parity with the euro.  Overnight, Richmond Fed President Barkin 
said he is keeping his options open over a 50bp or 75bp move at the next Fed meeting, noting the Fed will 
“importantly get CPI” before the meeting.  Within all this mix, the NZD has remained largely unchanged over the 
past 24 hours, getting some propping up from the expected 50bp OCR increase today. 

The NZ international travel and migration data released yesterday showed a net annual loss of 8,400 non-New 
Zealand citizens and 2,300 New Zealand citizens for the year ending May 2022, taking the net migration loss to 
10,700. Both migrant arrivals and departures observed a fall of 6% and 9%, respectively, in May 2022 compared to 
the same time last year.  The net annual loss has appeared to stabilise in recent months, although there has been a 
flip around in the last year from a strong net gain in NZ citizens to a net outflow.  With both MIQ and isolation 
requirements dropping in March this year for travellers, NZ observed an influx of 73k short-term overseas visitors in 
May compared to a mere 5k visitors in February. Similarly, there was a massive 111k of NZ-resident travellers going 
overseas on short trips, again much higher than February’s number and for the time being outstripping the lift in 
visitor arrivals. Australian visitors were the most frequent to make short-term trips to New Zealand out of the total 
overseas visitor arrivals. These trips were mainly for visiting friends and relatives, followed by business trips, with 
low numbers for holiday or vacation plans.  

The Australian NAB Business Conditions survey showed both business confidence and conditions eased in June (as 
expected) owing to inflationary pressures and high interest rates. Business confidence fell from a recent high of +16 
in March 2022 to +1 in June.  The retail industry was hit the hardest, registering more than a 20pt drop in confidence 
for the month. The business conditions result fell too but remain elevated at +13 with strong activity in trading, 
profitability, and employment. Westpac/Melbourne Institute Consumer Sentiment survey for July fell by 3% to 
83.8, 30% below its peak in April 2021 and to similar levels as during the major 2020 lockdowns. Nevertheless, the 
survey showed continued confidence in the labour market, with job security fears below their long-run average 
levels. CBA has observed a clear decline in the pace of spending growth in its (more recent) internal credit & debit 
card spending data, and spending volumes will be even weaker given continued price increases. The CommBank 
Household Spending Intentions (HSI) Index for June was also released yesterday. The HSI index rose by a decent 
0.9%/mth and lifted the index by 11.9% on an annual basis relative to June 2021. Big gains were observed for 
transport, education, and household sectors in contrast to the decline in entertainment, retail, and home buying 
sectors, which potentially showed the after-effects of the RBA’s monetary policy tightening cycle. Our CBA 
colleagues expect the interest rate sensitive components of the HSI index to weaken in the coming months.  

Day ahead (Local): RBNZ’s next interest rate hike is to be delivered today. We expect a 50bps hike, taking the Official 
Cash Rate to 2.50%. The priority for the RBNZ is to curb inflation and take it to generally acceptable levels, i.e. the 1-
3% range. We expect the OCR to peak at 3.50% by this year end with cuts from early 2024 onwards. June food prices 
come out today as well, the last piece of the CPI inflation puzzle.  We will recheck our CPI forecast after the food 
price release and publish our preview shortly.  REINZ housing data are also due today for the month of June. We 
expect the housing market to continue softening over this year.  

Day ahead (International): China is all about trade for the day with the imports, exports and trade balance data for 
June released today.  Overnight, the big one to watch will be the June US CPI, with an annual rate around 8.8-8.9% 
expected and markets clearly nervous about the outcome. UK’s monthly GDP for May will be out. 
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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 0.6128 0.2% NZD/SEK 6.481 -0.3% NZX WMP 3790.0 -0.1% Dow 31007 -0.5%

NZD/AUD 0.9070 -0.1% NZD/DKK 4.540 0.2% Gold $/o 1726.8 -0.4% S&P 500 3826 -0.8%

NZD/EUR 0.6101 0.3% NZD/THB 22.2 0.1% WTI Oil $/b 96.4 -7.4% NASDAQ 11257 -1.0%

NZD/JPY 83.83 -0.2% AUD/USD 0.6757 0.3% Money Market (%) FTSE 7210 0.2%

NZD/GBP 0.5154 0.3% EUR/USD 1.004 0.0% 90 Day BB 2.97 0.03 CAC-40 6044 0.8%

NZD/CAD 0.7980 0.4% USD/JPY 136.8 -0.5% OCR 2.00 0.00 DAX 12905 0.6%

NZD/CHF 0.6017 0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20845 -1.3%

NZD/HKD 4.811 0.2% NZ 3.69 -0.04 1yr 3.80 -0.03 Nikkei 26337 -1.8%

NZD/SGD 0.8627 0.3% US 2.95 -0.04 2yr 3.93 0.02 ASX200 6606 0.1%

NZD/CNH 4.128 0.2% Aust 3.42 -0.10 5yr 3.81 0.00 NZX50 11103 0.0%
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