
It isn’t pretty out there!
Perhaps we shouldn’t be surprised given  
last week’s PMI print, but the business 
outlook has deteriorated!

In the US, a couple of Fed business indic-
ators highlighted the contracting operating 
environment after the Dallas Fed’s July 
business activity index decreased to -22.6 
from June’s -17.7, hitting its lowest level 
since May 2020, while the Chicago Fed’s 
national activity index reached its lowest 
level since February 2021 at -0.19!

In Germany, the Ifo business climate 
indicator fell to 88.6, which was below 
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market expectations of 90.2 and the index’s 
lowest headline number in over 2 years. 
One of the biggest contributors to the 
pessimistic outlook has been the threat of a 
gas shortage, and last night’s warning from 
the German gas network regulator that if 
the Nord Stream 1 gas pipeline continued 
to pump at 40% capacity, Germany would 
need to take additional measures to reach 
90% of storage capacity to avert winter 
rationing. But with a further twist of the 
knife, Gazprom said it would reduce pipe-
line flows to 20% of capacity as another 
turbine would be ‘halted for maintenance’. 
This saw EU gas futures jump 10% while  
US prices surged 6.4%.  

The UK business outlook produced a 
slight positive as the CBI’s quarterly 
manufacturing sentiment index increased 
to -21, which was an improvement on the 
prior -34, although it remained in negative 
territory for the third consecutive quarter. 
Manufacturing output and orders eased 
while costs and prices continued to rise 
sharply, but on a positive note, investment 
intentions generally improved and employ-
ment continued to grow at a robust pace,

ECB board member, Robert Holzmann, 
announced, “The economy will grow less 
strongly. We will see in the autumn what the 
economic situation is, then we can probably 
decide if we do another 0.5% or less. The ECB 
is keen to prevent higher inflation expectations 
becoming entrenched amongst the public 
(although) we may have to accept a moderate 

recession to fight inflation.” ECB policymaker, 
Martins Kazaks, then added, “I would not say 
that this was the only front-loading. I would say 
that the rate increase in September also needs to 
be quite significant.”

In a cutting article, former RBNZ Governor, 
Graeme Wheeler, stated the central 
bank made serious errors in the wake of 
the COVID-19 pandemic stating “(while) 
confident in their ability to maintain low 
inflation, central banks in recent years began 
diverting resources to other topics. Such issues 
bear little if any relationship to the reasons why 
central banks exist- ensuring price stability and 
financial stability.” In other words, stick to 
your knitting, Mr Orr!

International equity bourses were broadly 
flat as investors awaited a slew of corporate 
earnings reports, although the spike in gas 
prices supported the broader commodity 
sector. Bond yields also recovered, with the 
T-bond up 5pips to 2.801%, while the NZD, 
AUD and EUR all made modest gains against 
a weaker USD.

Please note, this is not a joke
A UK newspaper article has reported Boris 
Johnson is preparing to fight his way back to 
the Conservative leadership and remain as 
PM as he “does not want to resign” and wishes 
he could “wipe away” his departure!
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