
Free beer?
Last week was a decisive week as central 
bankers turned more hawkish amid the 
global scramble to tackle inflation. The 
RBA hiked 50bps and the ECB flagged 
rate increases at their July and September 
meetings, while the BoE curve is now 
pricing in a 25bps hike this week followed 
by a further 50 in August. 

This was before we’d even had Friday 
night’s US CPI, which highlighted a further 
acceleration of inflationary pressures with 
all key inputs exceeding forecasts with the 
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headline number reaching 1.0% on the 
month and 8.6% on the year, as energy 
prices rose 34.6% and food costs surged 
10.1%. This was the highest US inflation 
print since December 1981 as demand 
continues to outpace supply capacity. 

Core inflation slowed for a second month 
hitting 0.60% and 6.00%, compared to 
expectations of 5.90%. Among this, US 
consumer confidence is plummeting after 
the Michigan consumer sentiment index 
fell sharply to a record low of 50.2 in June, 
well below market forecasts of 58, while 
the current economic conditions sub-
index sank to an all-time low of 55.4, from  
May’s 63.3, and the expectations gauge 
plunged to its lowest level since May 1980 
at 46.8.

Once again, the poor data was a cata- 
lyst for further equity weakness with 
European and US bourses -2.00 to -5.00% 
lower. Commodity markets were also 
slightly lower, falling -0.50% to -2.00%, 
while bond selling saw yields gap higher 
with the 10-year US treasury yield closing 
the Friday session at 3.165%, while the bund 
broke the 1.50% level. As a comparison,  
the Australian 10-year government bond 
yield jumped 7.5pips to 3.67% while the 
NZ yield under-performed closing 4 points 
higher at 3.90%. Sentiment also weighed 
on the NZD and the AUD, which both  
fell -0.50% against the USD, although the 
EUR/USD is holding above the 1.0500  
level.     

Over the weekend we saw a deterioration 
in the Chinese COVID-19 situation after 
Beijing warned of the risk of further 
infections from a bar cluster while 
officials were dismissed in Shanghai due 
to quarantine failures. Unsurprisingly, 
Friday’s Chinese CPI release under-shot 
expectations reaching 2.10% on the year 
against expectation of a 2.20% print, while 
the PPI was on target at 6.40%, which was 
a lot better than the Japan PPI print, which 
reached an incredible 9.10% in the year to 
May when 10.00% had been expected. 

New Zealand Finance Minister, Grant 
Robertson, impressively announced he is 
a “firm believer in targeting inflation, and the 
RBNZ will continue as an inflation-fighting 
bank.” We also had a couple of second 
tier releases with Q1 manufacturing 
sales falling -3.50% on the quarter while 
electronic card retail sales eased 0.70% in 
the year to May from a 2.10% jump in April.

Or a vino if you prefer! 
With last week ending on a pessimistic 
note, this week also has some important 
releases with the Federal Reserve and BoE 
expected to raise interest rates. 

We have the UK monthly GDP and 
unemployment releases, US retail sales 
and industrial production numbers, and 
the trade balance and the CPI prints from 
Europe. In NZ we have food inflation and 
Q1 GDP releases while Australia will be 
confirming their employment data.    
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