
Dead cat bounce!
Regardless of the fact that the Federal 
Reserve raised US rates 75bps last week, 
and that there is another 100pips of hikes 
priced in by the end of the year; and that 
US consumer confidence hit an all-time 
low in June, and that inflation is at a 
40-year high, and that the PPIs are at a 
45-year high … US equity markets last 
week marked their best performances in 
2022! Now, according to Investopedia, “A 
dead cat bounce is a temporary, short-lived 
recovery of asset prices from a prolonged 
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decline or a bear market that is followed 
by the continuation of the downtrend.” I’m 
no equity expert but there does feel like 
there may be a little pent-up optimism 
when markets start to rally on the ‘bad 
news is good news’ rationale!    

Friday night saw a continuation of mixed 
economic releases as indicators improved 
slightly from their lows. First up was the 
Fed’s preferred inflation measure, the 
PCE Deflator, which reached 1.0% on 
the month and 6.8% on the year, slightly  
ahead of forecasts. The University of 
Michigan consumer sentiment index 
improved slightly to 51.5, while the 1-year 
and 5 to 10-year inflation expectations 
reached 5.2% and 2.9% respectively. 
Finally, the Chicago ‘business’ PMIs fell to 
52.1 when 55 had been expected, while 
personal spending jumped 1.1% in June.

In China, the official NBS manufacturing 
PMIs fell unexpectedly to 49.0 in 
July from June’s 50.2, and against 
forecasts of 50.4, with all of the key 
inputs such as new orders, new export 
orders and employment, all falling into 
contractionary territory. Fortunately, 
there was some mildly positive news in 
that the NBS non-manufacturing PMIs 
remained in positive territory with the 
July headline number declining to 53.8  
in July, from June’s 13-month high of 54.7.

At least there was also some positive news 
from the Eurozone after the Q2 GDP 

release highlighted that the Eurozone 
avoided a nasty Q2 downturn that the  
US and China encountered, after GDP in 
the Eurozone economy expanded 0.7%  
on the quarter and 4.0% on the year.

All up, the positive equity news merely 
brought the NZD and AUD to the top of  
their ranges, although the US 10-year  
T-bond yield plummeted to 2.65% to be 
80bps off its highs. 

The key drivers
With two non-farm payroll releases and 
two inflation updates ahead of the next 
FOMC meeting, the markets will be overly 
focused on the data releases as we enter 
the northern hemisphere summer season. 

In the US this week, the focus will be on 
Friday’s July labour report, while we also 
have speeches by several Fed officials, 
ISM PMIs, and the last of the earnings 
reports. In the UK we have the BoE’s MPC 
meeting, with the market split between a 
25bps and a 50bps hike. 

In China, the spotlight will be on July PMI 
readings with the Q2 current account 
update. In Australia, the focus will be on 
the RBA’s interest rate decision following 
a slightly softer increase in the headline 
inflation rate last quarter, which has 
strengthened bets for a 50bps rate hike, 
while in NZ the Q2 job data is expected to 
show a tightening in the labour market. 
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