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Powell signals ‘pain’ ahead 
It’s been a relatively quiet week for financial markets, and things haven’t got much livelier overnight. Most 
notably, markets have been digesting a bunch of comments from various Central Bank officials, but there hasn’t 
really been any new information forthcoming and some of the statements have been pretty vague and sending some 
mixed signals.  

Things might get a smidgen more interesting on the local front today. First up we’ve got a speech by new RBNZ 
Chief Economist Paul Conway at 11.30am, summing up a couple of research papers on the Housing market. We’re 
not expecting any major policy announcements, but given the topic is a perennial hot potato there is a chance of a 
few headlines and if there’s a Q&A we might get a few questions about the RBNZ’s view on current market pricing. 
After lunch at 1pm we’ve got the latest ANZBO, which will be worth watching for whether sentiment makes a 
tentative lift post-Omicron spike and (for RBNZ watchers) whether pricing intentions are peaking or continuing to 
worsen. 

Treasury yields have edged lower overnight. Jerome Powell has been on the wires talking up the strength of the US 
economy but also acknowledging that the Fed’s efforts at bringing down inflation will result in some ‘pain.’ Analysts 
haven’t really known what to make of that (is it a signal the Fed will look through that pain and get on with hiking or 
is it a suggestion it wants to proceed cautiously?), but yields have eased 6-8bps fairly uniformly across the curve. 
European yields have edged more aggressively lower (down 7-18 bps) as speculation mounts that the ECB is likely to 
kick off its hiking cycle with only a regulation 25bps hike, rather than a 50bps-er. 

Equities have had a mixed session. Wall Street indices have oscillated between modest losses and tiny gains, with 
the Dow currently up 0.1%, the S&P500 down 0.1% and the Nasdaq 0.2% lower. Major indices are still in the green 
over the week thus far, though that’s not saying much after the last couple of months. 

In other news, US GDP has printed more or less in line with expectations, contracting 1.6% over Q1 (survey: -1.5%). 

NZD/USD continues to trade in an ultra-narrow band, having been crawling in a 0.6220-0.6330 range for the 
entirety of the last seven days. It’s currently towards the bottom of that range, with the modestly risk averse tone 
overnight supporting USD (and the Swiss Franc). With AUD/USD moving lower by a larger magnitude, NZD/AUD has 
eked a modest gain around the 0.9050 mark. 

Local Recap: Australasian yields took their cues from the soggier risk sentiment the night before, with NZ swaps 
pretty uniformly down 5-7bps (2-year: 4.14%, 10-year: 4.18%) and some slightly smaller dips in Aussie (down 1-
5bps). Equities were in the red across the Asia-Pacific despite earlier positive news about easing Chinese COVID 
restrictions (Shanghai Composite: -1.4%, NZX: -0.5%, ASX: -0.9%) On a more positive front, Aussie retail sales 
managed a surprisingly decent lift during May, up 0.9% versus expectations of a +0.4% rise.   

Day ahead: Here in Godzone, we’ve got the aforementioned ANZBO drop and the speech by Mr Conway. There are a 
couple of lower tier May data releases over in Aussie with job vacancy expected to show the labour market still very 
tight (CBA: +6%/mth), and private sector credit growth lifting tentatively (CBA: +0.5%/mth). Overnight, the big 
highlight is the US PCE deflator – the Fed’s favoured inflation indicator – which is likely to remain high according to 
already released data (Headline: +5%/yr, Core: +4.9%/yr). There is also Canadian GDP data, which is expected to 
have decelerated to +0.3% back in April.  
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 Currencies Currencies Commodities Equities

NZD/USD 0.6223 -0.3% NZD/SEK 6.370 0.5% NZX WMP 4170.0 0.7% Dow 31029 0.3%

NZD/AUD 0.9043 0.1% NZD/DKK 4.434 0.5% Gold $/o 1818.6 -0.1% S&P 500 3819 -0.1%

NZD/EUR 0.5959 0.5% NZD/THB 21.9 -0.1% WTI Oil $/b 109.8 -1.8% NASDAQ 11178 0.0%

NZD/JPY 85.03 0.0% AUD/USD 0.6882 -0.4% Money Market (%) FTSE 7312 -0.2%

NZD/GBP 0.5135 0.2% EUR/USD 1.044 -0.8% 90 Day BB 2.83 0.01 CAC-40 6031 -0.9%

NZD/CAD 0.8023 -0.2% USD/JPY 136.7 0.3% OCR 2.00 0.00 DAX 13003 -1.7%

NZD/CHF 0.5942 NA 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21997 -1.9%

NZD/HKD 4.883 -1.2% NZ 3.97 0.03 1yr 3.90 -0.02 Nikkei 26805 -0.9%

NZD/SGD 0.8674 0.1% US 3.10 -0.07 2yr 4.14 -0.07 ASX200 6700 -0.9%

NZD/CNH 4.175 0.5% Aust 3.70 -0.05 5yr 4.15 -0.07 NZX50 10959 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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