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Shocker US CPI roils markets 
It’s been a busy 24 hours in the world of financial markets. We’ve had the RBNZ meeting here in NZ yesterday 
afternoon, but the real highlight for international markets has been the release of the June US CPI print, which has 
been a source of anticipatory jitters all week.  

That print was a pretty massive upside surprise on already-lofty market expectations, showing inflationary 
pressures are still very strong in the US. Annual CPI inflation came in at +9.1% (mkt: +8.8%), with core inflation also 
looking pretty strong at +5.9% (mkt: 5.7%). It’s not a great look for the Fed given its Beige Book was also released 
this morning suggesting inflation was showing signs of moderating – clearly there is still plenty more work to do. 

The print has spurred speculation the Fed will opt for a full percentage point hike at its next meeting. At the time 
of writing, swap markets were pegging that possibility at about 50-50. The Atlanta Fed’s Raphael Bostic appeared to 
give coded support to that kind of move saying “everything is in play.” The net effect of those comments and the 
result itself has seen Treasury yields substantially higher in the front end but falling away in the back end (with the 2-
year up 8bps to 3.13% and the 10-year down 6bps to 2.91%). The calculus among markets is that more aggressive 
hiking by the Fed in the near term will mean a harder landing and necessitate stronger easing further down the 
track. That’s an outcome that definitely feels like a live prospect. 

Equities have had a poor night. Those same fears about a hard landing have seen sharemarkets across Europe and 
North America in the red, with the Nasdaq down a modest 0.11%, the S&P 500 down 0.25% and the Dow down 
0.63%. 

Safe haven currencies haven’t particularly benefited from the risk-off tone, with the Swiss Franc near the top of 
the G10, but USD muted and JPY underperforming. CAD and NOK have topped the rankings even as moves in oil 
prices have been pretty modest overnight, stretching from small falls to modest upticks. NZD has been somewhere 
in the middle of the pack, largely flattish against the USD around the 0.6130 mark and sideways against the AUD 
around 0.9070. 

RBNZ recap: Yesterday’s local highlight was the latest RBNZ meet-up, though it was all a bit BAU with the Bank 
delivering an ‘as expected’ 50bp hike and largely copying and pasting the text from the May MPS (see our note 
here). While the growth outlook has certainly slowed over the past six weeks, given the tight starting position of the 
labour market and the persistence of inflationary pressures, continuing to tighten up monetary policy is still the 
Bank’s big priority, a message it was keen to re-enforce. Market pricing had largely come to share the bank’s view 
ahead of the meeting, meaning there were only modest moves in swaps on the result (down 2-6bps over the curve). 

Other local data: REINZ house price index for June fell by 1.1% (s.a), bringing the cumulative fall in NZ house prices 
to 6.5% (s.a) since the peak in November 2021. National house sales experienced a 7.3% (s.a) fall for June with sales 
down in almost all regions across the country (see our note here). We also finalized our CPI f/c yesterday to +1.5% 
qoq in Q2 with annual CPI inflation to rise to 7.1%, the highest rate in over 30 years (see our note here).  

International data recap: A bulging Chinese trade balance, with exports up way ahead of expectations at +17.9% yoy 
(mkt: 12.5%), vs more modest import growth of +1% (mkt: 4%). UK real GDP rose ahead of the consensus by 0.5% in 
May (mkt: +0.1%) driven largely by services. 

Day ahead: No news for New Zealand today. The Australian Labour force data for June will be out later in the day. 
Our CBA colleagues expect employment growth of 25k for June, following a rather strong result in May (+60.6k). The 
unemployment rate is expected to drift lower to 3.8% as well as a slight fall in the participation rate to 66.6% (was 
66.7%). Overall, the forward-looking indicators of labour demand, especially job vacancies remain at elevated levels.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6135 0.1% NZD/SEK 6.471 -0.2% NZX WMP 3775.0 -0.4% Dow 30836 -0.5%

NZD/AUD 0.9072 0.1% NZD/DKK 4.539 -0.1% Gold $/o 1733.2 0.4% S&P 500 3808 -0.3%

NZD/EUR 0.6098 -0.1% NZD/THB 22.2 0.1% WTI Oil $/b 96.4 0.6% NASDAQ 11269 0.1%

NZD/JPY 84.23 0.5% AUD/USD 0.6764 0.1% Money Market (%) FTSE 7156 -0.7%

NZD/GBP 0.5158 0.1% EUR/USD 1.006 0.3% 90 Day BB 3.00 0.03 CAC-40 6000 -0.7%

NZD/CAD 0.7958 -0.2% USD/JPY 137.3 0.4% OCR 2.00 0.00 DAX 12756 -1.2%

NZD/CHF 0.6005 -0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20798 -0.2%

NZD/HKD 4.816 0.1% NZ 3.63 -0.05 1yr 3.80 -0.03 Nikkei 26479 0.5%

NZD/SGD 0.8622 -0.1% US 2.90 -0.06 2yr 3.88 -0.02 ASX200 6622 0.2%

NZD/CNH 4.125 -0.1% Aust 3.39 -0.03 5yr 3.76 -0.03 NZX50 11110 0.0%
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