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Shares mixed on Friday, but slide 5% over the week 
The US Federal Reserve issued its twice-yearly monetary policy report to Congress, saying that "The Committee's 
commitment to restoring price stability - which is necessary for sustaining a strong labor market - is unconditional." 
Separately, US manufacturing output unexpectedly fell 0.1% in May. Minneapolis Fed President Neel Kashkari said 
on Friday that the Fed should be "cautious" about raising rates too much too fast.  

US sharemarkets were mixed on Friday. The energy sector fell 5.6% but the communication services sector rose 
1.3% and consumer discretionary rose by 1.2%. The Dow Jones index fell 0.1%, but the S&P 500 index rose by 0.2% 
and the Nasdaq index lifted by 1.4%. Over the week the Dow fell by 4.8% - the biggest weekly fall since October 
2020. The S&P 500 fell by 5.8% - the biggest fall since March 2020. The Nasdaq fell by 4.8% over the week. US long-
term treasuries rose on Friday (yields lower). US 10-year yields fell by 8 points to near 3.23%, ending Friday about 6 
points higher than week-ago levels. 

European sharemarkets were mixed on Friday. Oil & gas shares fell by 4% but technology rose by 1.3% and retail 
rose by 0.9%. The pan-European STOXX 600 index rose by 0.1% but fell by 4.6% over the week. But while the German 
Dax index lifted 0.7% on Friday, the UK FTSE index fell by 0.4%.  

The S&P/NZX 50 Index of NZ shares fell 0.5% on Friday and 4.9% over the week, to be circa 22% below the record 
high set at the start of last year. Meanwhile NZ Government bond yields pressed significantly higher last week, with 
the 5- and 10-year bond yields both now above 4%, over 0.25% higher than at the start of last week and over 3.5% 
higher than the lows set during the pandemic. 

The Bank of Japan (BoJ) made no monetary policy changes on Friday, holding the overnight interest rate at -0.1% 
and the target for the 10-year bond at 0% with a +/ 25bp tolerance.  Some commentators expected the BoJ would 
abandon the 10-year bond yield target, although this was not our expectation. The BoJ acknowledged recent market 
activity saying, “it is necessary to pay due attention to developments in financial and foreign exchange markets and 
their impact on Japan's economic activity and prices”.  The BoJ also reiterated it is committed to see the inflation 
rate remain at its 2% target and said, “it will not hesitate to take additional easing measures if necessary”.  Policy 
tightening is simply not being considered by the BoJ.  Japanese bond yields and swap rates unwound some of the 
recent increases, and more unwinding seems likely. 

The latest BNZ BusinessNZ Performance of Manufacturing Index (PMI) remains in expansionary territory, but below 
average. The seasonally adjusted PMI for May was 52.9 (a PMI reading above 50.0 indicates manufacturing is 
generally expanding; below 50.0 that it is declining).  The May reading was 1.7 points higher than April, but below 
the long-term average of 53.1 for the survey. 

FX comment: Major currencies were weaker against the US dollar in European and US trade. The NZD starts the 
week trading near 0.6300 against the USD, and 0.9100 against the AUD. 

Global oil prices fell on Friday on fears that interest rate hikes would slow global economies and therefore reduce 
demand for oil. The Brent crude price fell US$6.69 or 5.6% to US$113.12 per barrel. Over the week Brent fell 7.3%. 

Day ahead: The latest BNZ BusinessNZ Performance of Services Index (PSI) data are due this morning. No major 
economic data is scheduled in Australia. Chinese loan prime rates are announced. US financial markets are closed in 
observance of the Juneteenth National Independence Day holiday. Week ahead local: Overseas merchandise trade 
data for May 2022 are due Wednesday. Week ahead international: The RBA Governor will have a chance to respond 
to the recent labour market data, the minimum wage decision and offshore central bank moves in a speech on 
Tuesday titled “Economic Outlook and Monetary Policy”. The Governor’s comments will be closely scrutinised for 
hints on the size of upcoming rate moves and around how high the RBA thinks rates need to go to control inflation. 
Elsewhere, there is a steady flow of data, but no more central bank meetings after a busy week.  Inflation data in 
Canada and the UK are due Wednesday, and in Japan on Friday.  In Canada we expect headline CPI of 7.0%/yr for 
May with basket changes and used car vehicles included this month. In the UK we expect the headline CPI to post 
another solid monthly increase in May of 0.6%/mth.  The Bank of England expect CPI inflation to lift to over 11%/yr 
by October. The already released Tokyo CPI suggests the national Japanese CPI decelerated slightly to 2.2%/yr. Also 
worth watching with be the flash PMIs on how the UK and EZ economies fared in June (due Thursday).  The PMI 
readings remain above the 50 mark in recent months despite the energy supply shock, indicating that activity has 
continued to expand. Author: chris.tennent-brown@asb.co.nz  
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      Important Disclaimer 

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 0.6301 -0.1% NZD/SEK 6.423 0.0% NZX WMP 4145.0 0.0% Dow 29889 -0.1%

NZD/AUD 0.9103 0.1% NZD/DKK 4.474 0.1% Gold $/o 1839.4 -1.0% S&P 500 3675 0.2%

NZD/EUR 0.6011 0.0% NZD/THB 22.2 -0.3% WTI Oil $/b 109.6 -6.8% NASDAQ 10798 1.4%

NZD/JPY 85.04 -0.1% AUD/USD 0.6922 -0.2% Money Market (%) FTSE 7016 -0.4%

NZD/GBP 0.5154 -0.1% EUR/USD 1.048 -0.2% 90 Day BB 2.80 0.00 CAC-40 5883 -0.1%

NZD/CAD 0.8225 0.1% USD/JPY 134.9 0.0% OCR 2.00 0.00 DAX 13126 0.7%

NZD/CHF 0.6122 0.0% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21075 1.1%

NZD/HKD 4.946 0.1% NZ 4.26 -0.02 1yr 4.06 -0.08 Nikkei 25963 -1.8%

NZD/SGD 0.8760 0.0% US 3.23 0.03 2yr 4.52 0.05 ASX200 6475 -1.8%

NZD/CNH 4.237 0.1% Aust 4.14 0.14 5yr 4.53 0.04 NZX50 10589 0.0%
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