
Stocks start the week in the red
International pricing pressures, a wave 
of monetary tightening by central banks, 
and a slowing global economy saw equity 
markets start the week in negative 
territory, with most bourses -0.50%  
to -1.05% lower. Twitter fell almost 10% 
after Elon Musk said he planned to cancel 
his USD44 billion takeover because the 
social media company had “violated several 
merger agreement provisions.” Ouch!

There was a similar performance in 
commodity markets, with a broad 
weakening trend in place. Crude fell 
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another -1.0%, but, as with the equity 
markets, there was a standout performer 
with US natural gas futures jumping 
10% — buoyed by strong domestic and 
international demand.

The US Dollar Index topped the 108 level 
for the first time since October 2002 as 
investors increased their bets that the 
Federal Reserve will move even more 
aggressively to tame inflation, even if it 
hampers growth. This saw the EUR/USD 
target parity as the pair depreciated 
below 1.0100 to reach its lowest level in 
20 years on concerns the energy crisis 
would send Europe into a deep recession 
and make it more difficult for the ECB to 
tighten monetary policy. 

The NZD/USD also dipped lower, 
bottoming out at 0.6097. The AUD/USD 
is currently sitting just above its intra-day 
low of 0.6714. 

Billionaire investor, Leon Cooperman, said 
it best when he reminded everyone that a 
stronger dollar is “negative for corporate 
profits” and while Microsoft has already 
issued a profit warning due to the stronger 
USD, there is an interesting conversation 
developing whereby analysts are betting 
corporate America will be able to pass on 
higher costs to consumers, while market 
strategists aren’t convinced that’s the 
case. 

And here is a perfect piece of advice from 
former PIMCO bond king, Bill Goss, for 
those people looking to buy dips in bonds, 

stocks, and commodities … “just don’t!” 
Despite the old Wall Street adage that 
there’s always a bull market somewhere, 
Bill is “straining to find one now.” Mr Gross 
predicts that the Fed will “create a mild 
recession that will gradually lower inflation” 
and that, “12-month Treasuries at 2.7% are 
better than your money market fund and 
almost all other alternatives.”

Geopolitics at play
China’s Foreign Minister, Wang Yi, and 
US Secretary of State, Antony Blinken, 
met yesterday in what was described as 

“candid discussions” during which, “neither 
side held back”. 

Ahead of President Biden’s trip to Saudi 
Arabia, the ‘oil whisperer’ announced, 

“The market should not worry about Saudi 
Arabia’s ability to hike output to meet 
growing demand. There should be no doubt 
that Saudi Arabia can fulfil its quota and go 
beyond, if called upon.”

Concerns are mounting over the risk of a 
full scale bank run in China after 6 banks 
across the Henan and Anhui provinces 
have effectively frozen deposits while 
protestors outside PBoC branches across 
the region have been taken away by 
security forces.

New Zealand credit card spending rose  
just 0.1% in June as consumption “effecti-
vely stalled in the face of continued price  
rises and growing pressure on household 
budgets”.
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