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US banking stocks supported by latest results 
In US economic data, retail sales rose by 1.0% in June (survey: +0.9%). Industrial production fell by 0.2% in June 
(survey: +0.1%). Export prices rose by 0.7% in June (survey: +1.2%) with import prices up 0.2% (survey: +0.7%). The 
preliminary University of Michigan consumer sentiment index remained low at 51.1 in July (survey: 50).  

US sharemarkets posted firm gains on Friday. Shares in Citigroup rose 13.2% after its profit beat expectations and 
shares in Wells Fargo rose 6.2% after its earnings result. The S&P Banking index jumped 5.8% - its biggest one-day 
gain since January 2020. The Dow Jones index rose 2.2%, the S&P 500 index lifted 1.9%, and the Nasdaq index added 
1.8%. Over the week, the Dow lost 0.2%; the S&P 500 lost 0.9%; and the Nasdaq fell by 1.6%.  US treasuries were 
firmer on Friday (yields lower). US policymakers downplayed rate expectations while economic data encouraged. 
Two of the US Federal Reserve policymakers said they favoured a 75 basis point hike at the next meeting rather than 
100bp as some analysts expect. US 10-year yields fell by 3 points to near 2.93% and US 2-year yields fell by 1.5 points 
to near 3.13%. Over the week US 10-year bond yields fell by 15 points while US 2-year yields rose by 3 points.   

The pan-European STOXX 600 index of European shares rose by 1.8% on Friday. The German Dax index gained 2.8% 
and the UK FTSE index rose by 1.7%. Italian shares rose 1.8% as investors watched developments in a political crisis. 

Global oil prices lifted on Friday after a US official told Reuters that an immediate Saudi oil output boost was not 
expected. Brent crude rose by US$2.06 or 2.1% to US$101.16 a barrel. Over the week Brent crude fell by 5.5%. 

Chinese GDP fell 2.6% over Q2 (consensus: 2.0%) because of Covid lockdowns during April and May. But the monthly 
economic data for June (released Friday) confirmed a recovery in consumer spending and industrial production is 
underway. However, if China sticks to its Covid zero goal, further domestic economic disruptions are likely. Last week 
China reported its highest daily Covid 19 case tally since 25 May. 

New Zealand's sharemarket benchmark index fell 0.6% on Friday. Long term NZ interest rates dipped on Friday. The 
10-year government bond yield is trading around 3.65% now, having spent the past week in a 3.60-3.70% range.  

FX: Major currencies were firmer against the US dollar in European and US trade. The NZD starts the week trading 
near 0.6160 against the USD, and near 0.9075 against the AUD. Today’s CPI release is the main local event that could 
impact the NZD and local interest rates this week. Last week EUR/USD dipped below parity.  Italian political 
uncertainty is weighing on Italy’s bond market with Italian German bond yield spreads near a one month high. 
Encouragingly, the ECB is expected to introduce new measures to deal with fragmentation risk in the Eurozone 
sovereign bond markets at this week’s meeting. 

Day ahead: The Q2 Consumer Price Index is due at 10.45 today. We expect a 1.5% increase over the quarter, which 
would take the annual rate to 7.1%.  Though there is still a high level of uncertainty around the inflation outlook, we 
expect that the rate of inflation is peaking now and will ease over the year ahead (albeit to levels that are 
uncomfortably high). No major economic data is due in Australia. In the US, the NAHB housing market index is 
issued. 

Week ahead local: The June Trade Balance is due on Thursday.  Week ahead international: In Australia, the July RBA 
Board meeting minutes will be released on Tuesday.  The minutes could provide more colour on the size and 
sequencing of rate hikes considered by the Board. Our colleagues at CBA now expect the RBA to increase the cash 
rate by 50bps in August and September followed by a 25bps hike in November to a terminal rate of 2.60% (50bps 
above the previous forecast peak of 2.10%).  RBA Gov. Lowe and RBA Deputy Gov. Bullock both deliver speeches this 
week. Inflation prints are due in Canada, the UK and Japan on Tuesday, Wednesday and Friday, respectively.  In the 
cases of UK and Canada, we expect data to show a broadening of price pressures, with inflation rates still yet to peak 
in those economies.  In contrast, the already released Tokyo CPI suggests the national CPI eased slightly in June.  
Japan’s inflation impulse is much weaker than in most other economies.  In the UK, data on the labour market 
(Monday) and retail sales (Friday) are also due.  High job vacancies suggest that the UK labour market tightness 
should continue in the near term.  UK retail sales values have increased off the back of high inflation, but the 
decrease in consumer purchasing power has meant spending in volume terms has fallen since its October 21 peak.  
Flash estimates of the July Purchasing Managers’ Index (PMI) will also be released for the large, advanced economies 
on Friday.  These will provide a timely reading on how these economies are tracking.  So far, the PMIs have remained 
above the 50 mark that indicates economic expansion.  The risk is the PMIs dip below 50 and into contractionary 
territory.   
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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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and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant that any of these 
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Currencies Currencies Commodities Equities

NZD/USD 0.6165 0.2% NZD/SEK 6.457 0.2% NZX WMP 3640.0 -2.7% Dow 31288 2.1%

NZD/AUD 0.9074 0.2% NZD/DKK 4.548 0.1% Gold $/o 1708.2 -0.1% S&P 500 3863 1.9%

NZD/EUR 0.6108 0.0% NZD/THB 22.6 0.1% WTI Oil $/b 97.6 1.9% NASDAQ 11452 1.8%

NZD/JPY 85.44 0.2% AUD/USD 0.6793 0.0% Money Market (%) FTSE 7159 1.7%

NZD/GBP 0.5200 0.3% EUR/USD 1.008 0.0% 90 Day BB 3.10 0.04 CAC-40 6036 2.0%

NZD/CAD 0.8029 0.2% USD/JPY 138.6 0.0% OCR 2.50 0.00 DAX 12865 2.8%

NZD/CHF 0.6022 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20298 -2.2%

NZD/HKD 4.836 -2.1% NZ 3.65 -0.03 1yr 3.96 -0.01 Nikkei 26788 0.5%

NZD/SGD 0.8627 0.2% US 2.92 -0.04 2yr 4.05 -0.03 ASX200 6606 -0.7%

NZD/CNH 4.164 0.1% Aust 3.41 0.00 5yr 3.85 -0.02 NZX50 11123 -0.6%
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