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US & European sharemarkets close the week on a strong note 

European and US sharemarkets climbed on Friday. The pan-European STOXX 600 index rose by 2.1% with travel and 
leisure stocks up by 4.8%. The STOXX 600 snapped a four-week losing streak, lifting 0.8%. On Friday, the German Dax 
index added 2.1% and the UK FTSE index jumped 2.6%.  

US sharemarkets surged higher, supported by US Federal Reserve Chair Jerome Powell’s reassurance on Thursday 
that bigger interest rate hikes would be off the table for now.  Shares of Nike and Salesforce closed 4.7% and 4.1% 
higher, leading the Dow Jones index higher. Meta Platforms (+3.9%), Alphabet (+2.8%), Apple (+3.2%) and Tesla 
(+5.7%) shares all finished higher. But Twitter shares plunged 9.7% after Elon Musk claimed his takeover offer was 
"temporarily on hold." The Dow Jones index lifted 1.5%. The S&P 500 index gained 2.4% and the Nasdaq index added 
3.8%. Over the week, the Dow fell 2.1%, the S&P 500 dropped 2.4% and the Nasdaq slipped 2.8%.  

US treasuries fell on Friday (yields higher). US 10-year yields rose by 11 points to near 2.93%. And US 2-year yields 
lifted by 7 points to near 2.59%. For the week, 10-year yields dipped 21 points and 2-year yields dropped 15 points.   

In New Zealand, the S&P/NZX 50 sharemarket index fell 0.08 on Friday. Local bond yields were lower, with the 10-
year Govt yield down 9bps on Friday, and around 20 bps lower over the week. Swap yields have rallied lower too, 
back towards the levels seen after the RBNZ’s rate hike in April. 

In US economic data, import prices were flat in April (survey: +0.6%), but were up 12% on a year ago (survey: 
+12.3%). Export prices rose by 0.6% in April to be up by 18% on a year ago (survey: +19.2%). The University of 
Michigan consumer sentiment index fell from 65.2 to a near 11-year low of 59.1 in May (survey: 64).  Global oil 
prices jumped 4% on Friday. US gasoline prices surged to a record high, China appeared ready to ease pandemic 
restrictions and investors worried supplies will tighten if the EU bans Russian oil. The Brent crude price rose by 
US$4.10 or 3.8% to US$111.55 a barrel on Friday but were down 0.7% over the week.  

FX Comment: Major currencies were mostly weaker against the US dollar in European and US trade. NZD/USD ended 
last week trading below 0.6300. 

Day ahead: No local data due today. In China, retail sales, production and investment data are all scheduled. The 
tight virus control measures put in place have no doubt had a heavy economic toll.  We estimate retail sales 
contracted sharply and industrial production and investment growth slowed.  In the US, the Empire State 
manufacturing index is due tonight.   

Week ahead local: On Thursday, Budget 2022 should highlight the pressures on the public finances, with capacity 
constraints, challenges posed by elevated inflation and the weaker global economic outlook expected to weigh on 
NZ economic activity and delay the return to budget surplus and to marginally increase the debt profile.  An OBEGAL 
surplus is unlikely until 2024/25 and net public debt is expected to peak at well under 30% of GDP (under the new 
net public debt ceiling) before easing thereafter. This, and Government purchases of RBNZ asset holdings, should 
produce a gross bond tender up to $25-30bn higher through to 2025/26.  

Week ahead offshore: RBA Board minutes are due tomorrow. Australian labour market data are also due this week: 
the Q1 22 Wage Price Index (WPI) is scheduled for Wednesday.  We expect the WPI to confirm our view that wages 
growth has continued to accelerate.   The other piece of labour market data is the April labour force survey, due on 
Thursday.  We expect employment rose by 30k in the month, the unemployment rate declined from 4.0% to 3.9%. In 
Japan, consumer price inflation for April (Friday) is expected to show a pick-up, driven by higher energy and food 
prices.  We anticipate headline inflation to come in above the Bank of Japan’s (BoJ) 2% target for the first time in a 
while but expect the BoJ will maintain its ultra-accommodative monetary policy stance. Further afield, retail sales 
figures for the US and UK will be released Tuesday and Friday, respectively.  They will be closely looked at for any 
signs of an impact from changing consumer spending patterns, high inflation, and rising interest rates.  Employment 
figures for the euro area and the UK are also due Tuesday, where forward indicators suggest a further tightening in 
the labour market occurred.  And inflation data for the UK on Wednesday is expected to show continued strong price 
increases.   
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We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the 
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