
The trend is your friend
In a worryingly familiar trend the IMF 
has, yet again, lowered their 2022 growth 
forecasts for the global economy … this 
time to 3.2%, from April’s 3.6%. The US 
economy is now projected to grow 2.3% 
this year, down from 3.7%, China’s GDP is 
expected to expand 3.3%, compared to the 
prior 4.4% projection, while Eurozone GDP 
is expected at 2.6%. 

Global inflation has also been revised up 
due to higher food and energy prices and 
is expected to reach 6.6% in advanced 
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economies and 9.5% in emerging and 
developing economies, reflecting upgrades 
of 0.9% and 0.8% respectively. In 2023, it is 
expected the current round of monetary 
tightening will start to impact, with global 
growth dropping to just 2.9%.  

In other news, June US new home sales fell 
8.1% on the month to a seasonally adjusted 
annual rate of 590,000, but on the positive 
side, the S&P CoreLogic Case-Shiller home 
price index showed house prices jumped 
20.5% in the year to May. US July consumer 
confidence eased to 95.7, against the 
97.2 expected, while the Richmond Fed 
manufacturing index surprised, headlining 
at 0 against expectations of -13.

Gazprom has once again reduced flows 
through the Nord Stream pipeline due 
to ‘maintenance’, prompting EU countries 
to reach an agreement today to cut gas 
usage by 15% ahead of next winter. This 
saw European natural gas prices surge by 
almost 20% overnight, while the German 
Green party is said to be rethinking its 
nuclear energy strategy!

ECB council member, Pablo Hernández de 
Cos, won today’s understatement award 
with, “The risks to inflation remain on the 
upside and have intensified, particularly in the 
short term. Risks include lasting deterioration 
of the Eurozone economy and persistently 
high energy and food prices.” No wonder he 
gets paid the big bucks!

Financial markets were subdued ahead 
of tomorrow morning’s Federal Reserve 

decision. Markets are anticipating a 75bps 
increase, with future adjustments ‘data 
dependant.’ After this morning’s closing 
bell Microsoft and Alphabet earnings are 
due, which could add to the pessimistic 
tone that equity markets closed on. This 
equity weakness weighed on the NZD and 
AUD, while the EUR fell a full percentage 
point. Bond markets were also quiet while 
commodity markets were mixed.  

Don’t worry … Joe Public will 
cover that cheque!
Following on from former RBNZ head 
Graeme Wheeler’s cutting remarks on 
the performance of the RBNZ through the 
pandemic, the NZ Treasury Department 
has confirmed that they began making 
payments to the RBNZ to offset losses 
on bonds bought during their Covid QE 
programme. 

With monthly payments of NZD150-
NZD200 million having started in 
May, the public liability has climbed to 
approximately NZD8.8 billion and, under 
the terms of the indemnity, the Treasury 
is required to make the payments to offset 
the RBNZ’s declining net interest income. 
But the costs could be even higher as, “The 
amount required to be paid by the Treasury 
each month will be dependent on interest rates 
at the time of the transaction and the bonds 
the RBNZ will be selling. Further increases to 
interest rates, or a quicker LSAP unwind, will 
require larger payments to be made to cover 
the RBNZ’s losses.”
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