
Numb
Sung by the old favourite band, Linkin 
Park, and Jay-Z, ‘Numb’ sums up how most 
economists felt this morning after the US 
economy contracted by an annualised  
1.5% in Q1 2022, worse than initial 
estimates with a 1.4% decline. The pullback 
produced the worst quarter since Q2 
2020, as downward revisions in private 
inventories, residential investment and 
a swelling trade deficit generated the  
decline. 

On a positive note, the US economy  
is projected to rebound in Q2 however 
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initial jobless claims have totalled  
210,000 — a decline of 8,000 from the 
previous week — highlighting the strong 
job market. Don’t mention housing yet, 
after pending home sales decreased 3.9% 
in April for the sixth straight consecutive 
month of declines.

Following Wednesday’s RBNZ meeting, 
RBNZ Governor, Adrian Orr, was on the 
news rounds fiddling like Nero while 
Wellington burned, stating, “The risk of an 
international recession has risen (although) 
the RBNZ does not expect a recession. While 
it’s not possible to rule out a recession you can’t 
anticipate one either. NZ household balance 
sheets can cope with higher rates (although) 
interest rates in NZ must stay above neutral 
for a long time. We want to move rates quickly 
(although the) economic outlook for China 
is a danger. Government spending is adding 
to aggregate demand, adding to inflation 
pressure in the short-term. Unemployment is 
expected to rise.” 

In terms of what the Governor is watching 
to pause the hiking cycle, or even reverse 
it, Mr Orr stated, “aggregate demand, the 
construction sector, and inflation expectations 
across the 2 year and 5 year horizons.” 

The Australian ‘Business Conditions and 
Sentiment’ survey showed “Over a third of 
all businesses (38%) expect to increase their 
prices by more than usual, with the majority 
stating the costs of products or services used 
by the business (92%), and rising fuel or energy 
prices (78%), were the main contributing 
factors. Nearly half (48%) of all businesses 

have no plans to increase their prices of goods 
or services over the next 3-months with the 
reason for not increasing prices being to 
retain customers (46%) and having fixed price 
contracts (46%). Almost one in five businesses 
(18%) have planned capital expenditure 
over the next 3 months.” With a slowdown 
coming, Q1 capex contracted 0.3% on the 
quarter against an expected 1.5% increase.

The PBoC has met with 24 financial 
institutions urging “lenders to ‘go all out to 
stabilise the fundamentals of the economy,’ 
and to keep steadily increasing property loans.” 
Meanwhile, Chinese state TV reports  
the Shanghai port is back to 95% capacity. 
Fonterra have set the 2022/23 season 
forecast payout to be between NZD8.25-
NZD9.75 per kg/MS, with a mid-point of 
NZD9.00.

The Russian central bank slashed its 
benchmark interest rate by 300bps  
to 11.0%.

In amongst all of this pessimistic news, 
equity markets rallied for a second 
successive day on strong earnings and 
the implication that the Federal Reserve’s 
hiking cycle may not be as aggressive as 
previously feared as per the minutes. This 
saw the US 10-year yield ease a touch,  
back to 2.74%, while the NZD and AUD 
flatlined.  

RIP
Ray Liotta … you gave us Goodfellas and 
held your own with heavyweights Robert 
De Niro and Joe “I’ll-whack-you” Pesci.
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