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Put your hands in the air and step away from the 100bps hike 
It’s been a relatively volatile session overnight, with the S&P500 down as much as 2% at one point as markets 
have continued to digest the implications of yesterday’s US CPI print, though a late recovery means things haven’t 
ended up quite as red. Markets have mostly shifted their expectations away from a historic full percentage point 
hike by the Fed at the next meeting and back towards another 75er. That follows on from comments from the Fed’s 
Christopher Waller and James Bullard, who more or less confirmed they still backed 75bps hikes. 

All-up, it’s been a relatively rocky night for equities. The S&P500 is now down about 0.3% after that previous deep 
fall, while the Dow is 0.6% lower and the Nasdaq is flattish at 0.1% lower. European sharemarkets have 
underperformed – after seeing how well things are going in the UK, Italy has decided to have another political crisis 
of its own, with PM Mario Draghi announcing his resignation after seemingly losing the backing of a key coalition 
partner. The pan-European Stoxx index is down about 1.7%, with the Italian FTSE MIB suffering a 3.5% fall. 

Those Fed comments have undone some of the shift in the Treasury yields in the aftermath of yesterday’s CPI 
print. The 2-year Treasury yield has eased about 3bps, while the 5-10 years are about 1-3bps. That still leaves the 
closely watched 2s10s curve in pretty substantial inverted territory, as markets keep dinging the recession bell. Over 
in Europe, there have been some pretty dramatic lifts in bond yields, with Italian yields up as much as 20bps in the 
front end off the back of speculation Draghi’s resignation will pose some stability problems for the Eurozone. 

Dollar strength remains the big theme in currency markets, with the DXY USD index hitting a new circa 20-year 
high overnight. Two very different currencies, JPY and CAD, have been the losers among the G10 overnight while 
NZD and AUD have both gained ground against their non-USD peers. All-up, NZD/USD has edged down to around 
0.6120, after dipping as low as 0.6060 in the night’s earlier bear market. Meanwhile, the trans-Tasman tussle has 
finished up a tie, with NZD/AUD unchanged around 0.9070. 

Surging inflationary pressures elsewhere and some aggressive shifts in interest rates offshore, are posing a 
dilemma for China. Beijing’s got an ambitious growth target of circa +5.5% this year, but aggressive anti-COVID 
restrictions have dented momentum and the massive monetary policy gap that has opened up between China and 
the US (or indeed most other major economies) has made injecting further stimulus into the economy a tricky 
subject. According to Bloomberg, capital outflows are reportedly enough of a worry that regulators have asked local 
industry leaders to proceed much more cautiously with any overseas investment or spending plans. 

Local recap: NZ yields were substantially higher and steeper yesterday in the aftermath of the strong US CPI print, 
with swaps 8-10bps higher in the front end, and up 1-5bps in the back. Despite the ‘no change’ message from the 
RBNZ on Wed, that CPI print has added a bit of starch to thicken the OIS gravy, with the market now pricing an 
endpoint of circa 4.6% in mid-2023 (compared with sub-4% after the powwow).  

International data recap: The Aussie Labour force survey for June was much stronger than anticipated. The 
unemployment rate fell 0.4 ppt to just 3.5% (CBA on consensus at 3.8%), the lowest since before Gough Whitlam got 
the sack. Employment rose by a massive 88.4k (CBA estimated +25k and consensus was +30k), while the 
participation rate nudged up again to a record high at 66.8%. The next NZ print will for sure be an interesting watch.  

Day ahead: BusinessNZ manufacturing PMI data for June is due today. The offshore highlight is the regular Chinese 
data dump, which includes Q2 GDP along with several other data releases including retail sales, new home prices, 
surveyed jobless rates, fixed assets, and property investment data for the month of June. The US PPI Final Demand 
data for June is also expected to be out later in the day, though it’s already been overshadowed by the CPI print 
earlier in the week 
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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.   
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Currencies Currencies Commodities Equities

NZD/USD 0.6122 -0.1% NZD/SEK 6.477 0.1% NZX WMP 3740.0 -0.9% Dow 30630 -0.3%

NZD/AUD 0.9076 0.0% NZD/DKK 4.549 0.3% Gold $/o 1709.8 -1.5% S&P 500 3789 -0.4%

NZD/EUR 0.6112 0.3% NZD/THB 22.4 0.8% WTI Oil $/b 95.8 -0.5% NASDAQ 11251 0.1%

NZD/JPY 85.04 1.0% AUD/USD 0.6746 -0.1% Money Market (%) FTSE 7040 -1.6%

NZD/GBP 0.5176 0.4% EUR/USD 1.002 -0.4% 90 Day BB 3.06 0.06 CAC-40 5915 -1.4%

NZD/CAD 0.8023 0.9% USD/JPY 138.9 1.1% OCR 2.50 0.00 DAX 12520 -1.9%

NZD/CHF 0.6022 0.4% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20751 -0.2%

NZD/HKD 4.806 -0.1% NZ 3.68 0.04 1yr 3.96 0.11 Nikkei 26643 0.6%

NZD/SGD 0.8592 -0.3% US 2.96 0.03 2yr 4.06 0.11 ASX200 6651 0.4%

NZD/CNH 4.137 0.3% Aust 3.42 0.02 5yr 3.85 0.03 NZX50 11188 0.0%
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