
Ahead of tonight’s ECB 
meeting …
     it was a pretty quiet session.

Positive earnings have continued to aid 
the rebound in equity markets, with the 
Dow Jones and S&P500 currently at 
levels not seen in more than a month. 
Asian markets performed strongly 
overnight up between 1-3% while 
European markets were down across the 
board. Commodities were mixed with oil 
continuing its trend downwards. The NZD 
and AUD were relatively flat overnight 
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while the EUR eased back as the markets 
focused on parity. The US 10-year yield 
firmed above the 3.00% level to 3.03%.   

The data was second tier overnight, but 
let’s get it out of the way! US existing  
home sales fell 5.4% to a seasonally 
adjusted annualised rate of 5.12 million 
in June, which was well below market 
forecasts of 5.38 million, with sales 
declining for a fifth consecutive month. 
Euro-zone consumer confidence fell 
3.2 points to -27 in July, below market 
expectations at -24.9. Canadian inflation 
followed the global trend rising to 8.1% 
in June in what was the index’s highest 
reading since January 1983.

Most of the excitement was in the UK, 
which appears to be going up in flames 
both figuratively and literally, as inflation 
hit a new 40-year high at 9.4%, which 
exceeded forecasts at 9.3%. The real 
flame is under the race to become the next 
UK Prime Minister, although I’m not sure 
which is the lesser evil given the final two 
are Liz Truss and Rishi Sunak. 

Yesterday the RBA Governor, Philip Lowe, 
announced that Australia has caught up 
with the rest of the world and he expects 
inflation will head as high as 7%, which 
means he’s going to have to increase 
rates further announcing, “CPI for the 
June quarter will show a further step-up in 
the inflation rate, and another step-up is 
expected later this year. Stronger productivity 

growth is also likely to mean a higher neutral 
real interest rate. The neutral nominal rate 
is at least 2.5%, (although) it would be 
higher than this if medium-term inflation 
expectations were to shift higher. We don’t 
need to return inflation to target immediately 
although we do need to chart a credible path 
back to 2.0%–3.0%.” Simply put, “The Board 
expects that further increases will be required 
over the months ahead.”

German June PPI increased 0.6% on the 
month, against expectations of a 1.3% 
increase, although the IMF has lowered 
their GDP forecasts and increased their 
inflation call. 

In China, with COVID-19 cases surging 
past the 1,000 level per day, the PBoC 
left their 1 and 5-year loan prime 
rates (LPR) unchanged, but what is  
rapidly growing from a minor headline 
into a major headline, is the escalating 
boycotts on mortgage payments spread 
across at least 301 projects in about  
91 cities with estimates suggesting up  
to USD297 billion of mortgages could  
be affected. 

And with growth and confidence plum-
meting, Chinese Premier, Li Keqiang, has 
signalled that the Politburo is prepared 
to be flexible on growth as, “Slightly higher 
or lower growth rates are acceptable as 
long as employment is relatively sufficient, 
household income grows, and prices are 
stable.”

BANCORP  CORPORATE  FINANCE  LIMITED

Market Alert

Thursday 21 July 2022

…

1



This document has been prepared by Bancorp Treasury Services Limited (“BTSL”). Whilst all reasonable care has been taken to ensure the facts stated 
are accurate and the opinions given are fair and reasonable, neither BTSL nor any of its directors, officers or employees shall in any way be responsible 
for the contents. No liability is assumed by BTSL, its directors, officers or employees for action taken or not taken on the basis of this document.

Spot
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GBP/USD 1.1974 0.0009 0.0026 0.0060 0.0097 ASX200 6,759
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RATES Mid Mid DAX 30 13,282

 Nikkei 27,680

30 day bank bills 2.73% 1.65%

90 day bank bills 3.15% 2.27% COMMODITIES

1 year swap 4.08% 3.44% USD

2 year swap 4.15% 3.61% Brent Crude 106.90

3 year swap 4.08% 3.66% Gold 1,696.54

5 year swap 3.99% 3.68% Silver 18.65

10 year swap 4.01% 3.88% Iron Ore 104.76

3 year Govt bond 3.79% 3.20% CRB Index 306.53

5 year Govt bond 3.78% 3.39% NZD

10 year Govt bond 3.85% 3.62% NZ Carbon 73.15
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