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Markets pensive 
Markets remained in a pensive mood, with fears over pending global recession and potential stagflation amplified 
by weak sentiment data. News that China will be easing quarantine restrictions and loosening mobility restrictions 
in Shanghai and Beijing given declining reported COVID-19 infections had earlier added some cheer. Comments by 
the ECB’s Lagarde playing down recession risks also helped as did those by US Fed policymakers Williams and Daly 
who insisted a soft landing was still possible.  

Confidence data has continued to deteriorate. US consumer confidence from the conference board fell to a 16-
month low (98.7), with consumers generally upbeat about their current situation (147.1) but with the soaring cost of 
living substantially dampening expectations (at 66.1, a 9-year low). German GfK consumer sentiment also hit a 
record low (-27.4). Sentiment may be weak and financial markets skittish, but US house prices continued to nudge 
higher in April on both the FHFA (1.6% mom) and S&P500 Core logic 20 US city measures (1.8% mom, 20.4% yoy).  

There were a number of snippets from the ECB forum in Portugal, aptly titled ‘Challenges for monetary policy in a 
rapidly changing world’. ECB Chief Lagarde affirmed rate hikes from July with the “option to act decisively” (i.e. 
greater than 25bp hikes) to tackle “undesirably high” inflation, but also played down recession risks. The ECB’s 
Kazaks flagged 25bp and 50bp hikes in July and September but said a 50bp front-loaded July hike was worth looking 
at if high inflation rates were feeding into inflation expectations. Former ECB Chief Economist Praet was not so 
upbeat, warning of pending stagflation given the “particularly difficult financial and economic situation”.  

Equity markets have weakened overnight. The major US indices were down 1.5%-3%, with the heavier falls for the 
more growth sensitive Nasdaq, and with most segments in the S&P500 except energy posting falls. European 
bourses rose upon their market open and pared some of this back to end slightly up. The positive China news 
provided a boost to Asia-Pacific equities. 

Global yields reversed earlier climbs. Treasury yields were little changed across the curve (2Y 3.12%, 10Y 3.19%) 
paring back earlier rises. European yields closed 5-10bps higher (UK 10Y 2.46%, Ger 10Y 1.62%). Yesterday saw 
another quiet session with NZ swap yields initially edging higher across the curve, but then reversing to end the 
session lower (2Y 4.16%, 10Y 4.19%), with the curve very, very flat. NZ government bond yields nudged higher (10Y 
3.92%) while Australian bond yields eased (10Y 3.73%).  

Commodity prices were generally up despite the stronger USD. Supply constraints rather than strengthening 
demand appear to be the catalyst. Concerns over tight supply – this time driven by political crises in Libya and 
Ecuador – and expectations of strengthening Chinese demand provided an added leg of support to oil prices ahead 
of next week’s OPEC+ meetings. Near-term contract prices for Brent (USD118 per barrel) and WTI (USD112) are up 
around 2%. 

Economic activity in the NZ economy might have dipped in Q1, but the labour market looks to be tightening.  
Yesterday, Statistics NZ reported filled jobs rose a seasonally adjusted 0.3% in May (2.8% yoy) the second successive 
monthly gain led by employment increases in the goods and services sector. The tight labour market may help NZ 
avoid recession, but it could spell additional inflation headaches for the RBNZ going forward. Watch this space. 

FX update: The shift in sentiment to increased risk aversion provided a boost to the greenback and checked the 
earlier climb of commodity currencies, with the NZD at the bottom of the overnight G10 currency standings. The 
NZD popped above 0.63 USD yesterday afternoon, but this was short-lived with the kiwi steadily falling overnight 
and currently towards the bottom of its 0.6235 – 0.6310 USD range. Mounting global recession fears should keep 
NZD/USD capped in the near term and push the NZD towards its key 0.62 USD support levels. 

Day ahead: Nothing in NZ, with our CBA colleagues expecting a weaker than consensus 1.0% fall in May Australian 
retail sales given weak consumer sentiment and rising interest rates. Eurozone confidence gauges for June will be 
perused for signs of slippage, with the final reading for Q1 US GDP expected to confirm a small decline in activity. 
The central bank talkfest in Sintra, Portugal continues, with a number of speeches/comments by FOMC, ECB and BOE 
policymakers due.  
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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.   
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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 0.6244 -0.8% NZD/SEK 6.339 -0.2% NZX WMP 4140.0 -1.4% Dow 30970 -1.5%

NZD/AUD 0.9037 -0.7% NZD/DKK 4.413 -0.4% Gold $/o 1819.5 -0.2% S&P 500 3830 -1.8%

NZD/EUR 0.5932 -0.3% NZD/THB 22.0 -1.4% WTI Oil $/b 111.8 2.0% NASDAQ 11202 -2.8%

NZD/JPY 85.00 -0.4% AUD/USD 0.6910 -0.1% Money Market (%) FTSE 7323 0.9%

NZD/GBP 0.5124 -0.2% EUR/USD 1.053 -0.5% 90 Day BB 2.83 0.02 CAC-40 6086 0.6%

NZD/CAD 0.8040 -0.9% USD/JPY 136.1 0.5% OCR 2.00 0.00 DAX 13232 0.3%

NZD/CHF 0.5976 NA 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 22419 0.9%

NZD/HKD 4.901 -0.8% NZ 3.94 0.04 1yr 3.89 -0.03 Nikkei 27049 0.7%

NZD/SGD 0.8666 -0.7% US 3.20 0.00 2yr 4.16 -0.03 ASX200 6764 0.9%

NZD/CNH 4.187 -0.4% Aust 3.74 -0.04 5yr 4.17 -0.01 NZX50 11019 0.0%
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