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Back to reality 
The nervous calm of the past week or so was shattered overnight as financial markets lurched onto the backfoot. 
A string of gloomy news saw global equity markets dip back into the red, risk aversion indicators like the VIX jump 
up, and safe-haven flows into the USD and CHF resume. The latter has pushed the NZD/USD down about 0.5% to 
0.6230, a similar performance to the AUD. 

The S&P500 is currently down 1.2% following 0.3-0.9% declines in European bourses. Walmart’s profit warning 
after the bell yesterday hasn’t helped, with Morgan Stanley flagging it as a “potential warning signal” for Amazon. 
Tech stocks underperformed (NASDAQ -2%) ahead of earnings reports from Microsoft and Alphabet.  

It shouldn’t have surprised anyone, but the IMF’s slashing of its global growth forecasts brought recession worries 
back into the frame. The Fund shaved 0.4 percentage points off its 2022 estimate (to 3.2%). That’s still reasonable of 
course, but represents a sharp deceleration from global growth rates roughly double that last year. The 2023 growth 
forecast was trimmed to 2.9% from 3.6% even as global inflation forecasts were pumped up even further.  

US economic data released overnight hardly inspired confidence either. The Conference Board measure of 
confidence slipped to 95.7 from 98.7. That's still above the long-run average but noticeably weaker than the 97 
analysts expected and a 17-month low. Coupled with Walmart’s warning about less US discretionary spending amid 
the cost of living surge, the warning lights for US consumer spending are flashing. June new home sales were also 
revealed to have plunged 8.1% (-5.9% expected) overnight, another sign US housing market momentum is flagging. 

Finally, the dark cloud of a looming energy crisis continues to hang over Europe. European energy ministers (ex-
Hungary) overnight agreed to cut gas consumption 15% from August-March to help cushion the blow from Russia’s 
moves to restrict gas supply through Nordstream (which is about to be cut to 20% of capacity). Natural gas futures 
jumped around 9% to be up 25% for the week. A recession in Europe beckons.  

FX update: FX markets followed the ‘risk-off’ playbook to the letter, with the safe-haven currencies of USD, JPY and 
CHF occupying the top three spots in the overnight FX performance rankings. NZD and AUD experience modest 
declines with the EUR/USD a noticeable underperformer (-1%) thanks to the looming energy crisis and attendant 
growth risks.  

Day ahead: With nothing on the NZ calendar, the Q2 Aussie CPI inflation print at 1:30pm (NZT) will set the tone in 
antipodean markets. The Aussie consensus is plumping for an increase in annual inflation to 6.3% (from 5.1%) with 
core measures around the 4.5% mark. A result along these lines would likely ratify widespread expectations for 
another 50bps rate hike from the RBA next week.  

Tonight, there’s a scattering of second tier US data (durable goods orders, pending home sales) to keep the market 
warm ahead of the FOMC announcement tomorrow morning (6am NZT). The Fed is widely expected to lift the Fed 
Funds rate another 75bps, with a supersized 100bps increase an outside chance (priced at around a 10% probability). 

Whichever option the Fed selects, we suspect the lasting reaction in FX markets will be more about how Fed chair 
Powell couches the outlook for future meetings, now that the US economy is losing momentum.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6229 -0.6% NZD/SEK 6.432 0.8% NZX WMP 3695.0 -0.1% Dow 31762 -0.7%

NZD/AUD 0.8982 -0.2% NZD/DKK 4.583 0.5% Gold $/o 1717.7 -0.1% S&P 500 3926 -1.1%

NZD/EUR 0.6157 0.5% NZD/THB 22.9 -0.5% WTI Oil $/b 95.0 -4.6% NASDAQ 11563 -1.9%

NZD/JPY 85.25 -0.4% AUD/USD 0.6935 -0.3% Money Market (%) FTSE 7306 0.0%

NZD/GBP 0.5181 -0.3% EUR/USD 1.012 -1.0% 90 Day BB 3.14 0.01 CAC-40 6211 -0.4%

NZD/CAD 0.8026 -0.2% USD/JPY 136.9 0.2% OCR 2.50 0.00 DAX 13097 -0.9%

NZD/CHF 0.5998 -0.7% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20906 1.7%

NZD/HKD 4.890 -1.0% NZ 3.61 0.02 1yr 3.89 -0.03 Nikkei 27655 -0.2%

NZD/SGD 0.8659 -0.3% US 2.80 0.01 2yr 3.99 -0.01 ASX200 6807 0.3%

NZD/CNH 4.217 0.5% Aust 3.35 -0.01 5yr 3.80 -0.03 NZX50 11167 0.0%
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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.  
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