
Wake me up before you go-go
Don’t leave me hanging on like a yo-yo! 

Which pretty well sums up yesterday’s 
RBNZ MPR meeting. While they hiked the 
OCR 50bps to 2.50%, it was fully expected, 
and with no change in the Committee’s 
outlook from the May MPC meeting, 
there was little for financial markets to get 
excited about. 

After the announcement, the NZD/USD 
sold-off a mere 10-20 pips, although the 
local swap market particularly liked the 
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line, “The pace of global economic growth is 
slowing. The broad-based tightening in global 
monetary and financial conditions is acting 
to reduce spending growth” which saw swap 
pricing close the session a touch lower. And, 
New Zealand food price inflation remains 
rampant, rising 1.2% in June.

The RBNZ was a non-event, as was the 
Bank of Korea with their 50bps hike to 
2.25%, but the Bank of Canada shocked 
everyone raising their overnight rate  
by 1.00% to 2.5% surprising analysts and 
traders who had expected a 75bps hike. 
The BoC also signalled that further rate 
hikes are in the pipeline.

Amazingly, that wasn’t the biggest shock 
last night, with the award going to the  
US inflation print that reach 9.1% in  
June! That is not a typo! It was the highest 
annual inflation print in the US since  
Ronald Reagan was President, or Novem-
ber 1981 to be exact, and way above 
market expectations of 8.8%! 

Unsurprisingly, the main contributors were 
energy costs, which have risen 41.6%, and 
food prices which jumped 10.4%. After this 
headline print, along with the University 
of Michigan 1-year inflation expectations 
reaching a record high, lock in 75bps hikes 
at the next couple of Fed meetings, but 
shouldn’t they be following the BoC’s lead?   

In other news, the Beige Book showed US 
economic activity expanded at a modest 

pace, however, several Districts reported 
growing signs of a slowdown in demand 
with increasing concerns over the risk of 
a recession. Most Districts also reported 
that consumer spending moderated as 
higher food and gas prices diminished 
households’ discretionary income. In 
the Euro-zone industrial production 
increased 0.8% in May, German inflation 
increased 7.6%yoy in June, while in France 
it reached 5.8% on the year. In the UK, 
GDP surprisingly surged higher to 0.5% on 
the month and 0.4% on a 3-month rolling  
basis. Finally, China’s lockdowns aren’t 
impacting the country’s ability to export 
after China’s June trade surplus surged 
to a record high of USD97.94 billion in 
June, easily beating market forecasts of a 
surplus of USD75.7 billion, as exports grew  
17.9% on the year.  

The IMF has taken a knife to their US 2022 
GDP outlook cutting their forecast to 2.3% 
from 2.9%, with the 2023 outlook cut to 
1.0% from 1.7%. The IMF also expects US 
consumer spending to fall to zero by early 
2023 and expects the jobless rate to rise to 
5.0% by 2023 year end.

Given the interest rate hikes by the RBNZ, 
BoK, and BoC, and the US CPI print, 
markets were surprisingly quiet. Equity 
and commodity markets are a touch lower, 
as is the T-bond yield at 2.90%. The EUR 
reached at 0.9998 low against the USD, 
while the NZD and AUD are unchanged. 
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