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In a tight spot 
Yesterday’s Q2 NZ labour market print saw the unemployment tick north from multi-decade lows (to 3.3%), but 
wage growth accelerate. The private sector labour cost index expanded 1.3% over the quarter, a shade north of 
market and RBNZ expectations. Unhelpfully, wage increases show signs of broadening quite substantially too. 
Employment data is perennially volatile and unreliable, but there’s little doubt the NZ labour market is extremely 
tight, and the threat of a wage-price spiral is very real.  

Market pricing pared back a shade off the back of the result, with broader swap yields down 1-12bps off a 
flattening curve. In our view, it’s a mistake to focus too much on the modest quarter-to-quarter move in the 
headline unemployment figure and pay more attention to the details of the survey, particularly with respect to wage 
inflation. In short, there is more work for monetary policy to do here, and another 50bps hike by the RBNZ in a 
fortnight’s time looms. Market pricing still currently has around 125bps of extra hikes priced this year, still in line 
with ASB’s own view.  

Overnight, sentiment has tilted towards the positive. Decent earnings data for Moderna and PayPal has fuelled a 
Tech-driven bounce in equities. The Nasdaq has lifted a whopping 2.6%, with the Dow up 1.4% and the S&P500 up 
1.8%. In a further boon to moods, the ISM services PMI also lifted to a three-month high in the latest print overnight, 
suggesting activity remains pretty robust. European equities are also higher. 

Treasury yields have notched up some chunky lifts in the front end on some relatively hawkish comments from 
Fed members (more on that below) but eased in the back end. The 2Y has lifted 4bps overnight to 3.09%, while the 
10Y has dipped 2bps to 2.73%. European yields are mostly higher. 

The latest comments from Fed Officials have tended towards the hawkish, with Richmond’s Thomas Barkin 
emphasising the Bank’s resolve in getting inflation back on target, San Francisco’s Mary Daly counselling markets 
against pricing cuts further down the track and St Louis’ James Bullard endorsing the front-loading of hikes and 
taking a ‘higher for longer’ view on interest rates. Markets have got about 61bps of hikes priced for the next 
meeting. Daly largely endorsed that view by suggesting she favoured a 50bps hike for now, but upcoming data prints 
could sway that. 

In currency markets, the more risk-on tone in markets saw the safe haven USD, JPY and CHF ease back. NOK and 
AUD were the winners, despite some downward pressure on energy prices overnight. NZD has been in the middle of 
the pack among the G10, with NZD/USD up near 0.6280 and NZD/AUD easing near 0.9030. 

Data: Aussie retail sales expanded by more than expected at +1.4% qoq in Q2 vs a surveyed 1.2%. European 
producer price inflation was also a shade stronger, lifting 1.1% vs a surveyed 1%. 

Day ahead: Nothing much locally or across the Tasman today. Overnight, the Bank of England’s monetary policy 
decision is the highlight. A 50bps hike is in the offing, with the UK labour market very tight and CPI inflation very high 
(sound familiar?). 
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Currencies Currencies Commodities Equities

NZD/USD 0.6277 0.4% NZD/SEK 6.404 0.0% NZX WMP 3475.0 -3.7% Dow 32889 1.5%

NZD/AUD 0.9028 -0.1% NZD/DKK 4.594 0.3% Gold $/o 1765.9 0.3% S&P 500 4161 1.8%

NZD/EUR 0.6171 0.3% NZD/THB 22.7 0.4% WTI Oil $/b 90.7 -4.0% NASDAQ 12693 2.8%

NZD/JPY 84.06 1.0% AUD/USD 0.6953 0.5% Money Market (%) FTSE 7446 0.5%

NZD/GBP 0.5165 0.5% EUR/USD 1.017 0.1% 90 Day BB 3.19 0.00 CAC-40 6472 1.0%

NZD/CAD 0.8059 0.1% USD/JPY 134.0 0.6% OCR 2.50 0.00 DAX 13588 1.0%

NZD/CHF 0.6030 0.7% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 19767 0.4%

NZD/HKD 4.927 0.4% NZ 3.31 0.00 1yr 3.77 0.00 Nikkei 27742 0.5%

NZD/SGD 0.8664 0.2% US 2.72 -0.03 2yr 3.69 -0.11 ASX200 6976 -0.3%

NZD/CNH 4.242 0.3% Aust 3.08 0.10 5yr 3.46 -0.12 NZX50 11705 0.0%
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      Important Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or needs. 
Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard to your 
objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the 
information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, 
reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this document are subject 
to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by ASB Bank Limited. We are 
under no obligation to, and do not, update or keep current the information contained in this document. Neither ASB nor any person involved in the 
preparation of this document accepts any liability for any loss or damage arising out of the use of all or any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to contingencies 
and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant that any of these 
valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.  
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