
It’s getting tough out there
With relatively dour sentiment already 
plaguing markets, the NZD was bogged 
down again in the local session yesterday 
as yet another consumer confidence 
release showed what we already know. 
The latest Westpac McDermott Miller 
survey showed households believe there 
has never been a worse time to buy a 
major household item (or at least it’s the 
worst time since 1988, when the survey 
began and the Holidaymakers’ ‘Sweet 
Lovers’ topped the local singles chart). 

The headline Consumer Confidence Index 
fell 13 points in the June quarter, to a level 
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of 78.7. “Confidence has only come close to 
these sorts of lows twice before – first during 
the recession in the early-1990s, and then 
again during the Global Financial Crisis in 
2008/09” the report said. A net 24.8% of 
households said it’s not a good time to buy 
a major household item, a fall of 17.9% 
from March and way below the long run 
average of +23.8%

ECB vice president and big talker, Luis 
de Guindos, gave us nothing concrete 
in saying that the size of the September 
rate hike will be dependent on inflation 
expectations. The ECB has already 
committed to begin its hiking cycle in July, 
being somewhat late to the party. 

Brian Cornell, The CEO of US retail 
giant Target (known for a 25% drop 
in its share price last month following 
earnings warnings), hit the wires with 
some comments giving insight into US 
consumer behaviour. He said there was 
a “tremendous amount of uncertainty in 
consumers” and supply chains are not 
getting any better. He predicted high fuel 
costs were likely to linger and food sales 
and miles driven metrics will be critical for 
4th July, to gauge the economic outlook.

And the latest from the problematic 
Chinese property sector — Shanghai 
based and state backed property 
developer, Greenland Holdings, has 
been downgraded to ‘selective default’ 
by S&P Global Ratings after it failed to 
repay a USD488 million bond. The screws 
continue to tighten.

Could it get any worse?
For UK consumers suffering from record 
inflation, the answer is ‘yes.’ Unfortunately. 
UK CPI in May reached 9.1% year on  
year, up from 9.0% in April. However, the 
silver lining is that core CPI dipped from 
6.2% to 5.9%.

Canada, much like the UK and the rest of 
the global economy, is also experiencing 
record inflation. Their CPI came in at 
7.7% for May — the highest since 1983 
and above market expectations. The main 
driver was the cost of transportation, 
which surged 14.6%, underpinned by 
rising petrol prices. 

It’s not much better in the EU either. 
Consumer confidence for June was down 
significantly, to -23.6, its lowest level 
since April 2020 and well below market 
expectations of -20.5. 

In an attempt to reassure markets at a 
Senate hearing yesterday, Jerome Powell 
remarked, “Inflation has obviously surprised 
to the upside over the past year, and further 
surprises could be in store. We, therefore, will 
need to be nimble in responding to incoming 
data and the evolving outlook.” 

This is likely to be an approach and 
view shared by global central banks, 
as economies continue to experience 
persistently high and accelerating 
inflation. Market pricing has a follow-up 
0.75% July hike by the Fed almost fully 
priced in. 
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