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Markets shrug off Taiwan tensions, grim BoE forecasts 
Market sentiment has been fairly resilient overnight despite a bit of diverse headwinds. The Bank of England has 
been out with some grim forecasts, Fed speakers have been on the wires re-enforcing a hawkish line, and the latest 
earnings data has disappointed (notably from Apple). Most seriously of all, China has launched a series of military 
drills in the Taiwan Strait in response to a recent visit by US House Speaker Nancy Pelosi to Taiwan, which China 
regards as part of its territory. 

Equities have been a mixture of red and green. The S&P500 has oscillated between modest gains and losses and the 
Dow has eased 0.2%, but the Nasdaq has lifted 0.4%. European sharemarkets are mostly higher. 

The Bank of England has opted for another 50bps hike at its latest meeting (as was widely expected). It’s the grim 
economic forecasts from the Bank that have attracted the most attention though. The Old Lady of Threadneedle 
Street expects annual CPI inflation to peak at a whopping 13.3% in October this year, with the British economy set to 
enter a recession that will last from late 2022 until the end of 2023. It’s a pretty awful hand of cards the new British 
Prime Minister will be handed by their predecessor when they take over some time next month. 

Fed officials have also been out this week re-iterating a hawkish line, though they’ve been much more optimistic 
than the BoE about the prospects for avoiding a hard landing. The Cleveland Fed’s Loretta Mester is the latest to 
exercise the vocal chords, suggesting another 75bps hike at the next Fed meeting (as opposed to the nearer 50bps 
markets have priced at present) is ‘not unreasonable’ and she did not believe the US economy is in recession.  

Treasury yields have actually eased overnight despite that hawkish Fed signalling, albeit very modestly. Yields 
have dipped 2-5bps across the curve, with the largest decline in the belly of the curve. The yield curve remains pretty 
deeply inverted (2Y: 3.03%, 10Y: 2.68%).  Despite efforts by Fed speakers to dissuade markets from getting ahead of 
themselves, market pricing still sees rate cuts on the horizon from the latter part of 2023. Over in the UK, gilt yields 
are also down 0-2bps, with markets presumably focused on the BoE’s grim forecasts than its half-a-percentage-point 
hike. Kiwi swap yields were up 4-6bps across the curve yesterday, taking their cues from offshore peers the night 
before. 

A bit of a retreat in USD has been the theme in currency markets, with NZD/USD advancing to near the top of a 
0.6270-0.6310 overnight range. NZD has also won the relative tug of war with AUD, trading around 0.9040 as at the 
time of writing. 

Data Wrap: Strong Aussie export growth (+5% versus an expected 0%) and weaker than anticipated imports (+1% 
versus a surveyed +3%). US jobless claims in line with expectations at 260k. 

Day ahead: Not much to speak of locally, with the end of the week dominated by US non-farm payroll data released 
in the small hours of tomorrow morning. More timely US job data suggests the pace of employment growth is 
slowing, but for now, the labour market remains ultra-tight. A 200k employment lift and a 3.5% unemployment rate 
(from a prior 3.6%) are CBA’s picks. A print like that won’t offer the Fed a lot of comfort. Author: 
nathaniel.keall@asb.co.nz  

 

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.6305 0.5% NZD/SEK 6.374 -0.4% NZX WMP 3460.0 -0.4% Dow 32727 -0.3%

NZD/AUD 0.9042 0.2% NZD/DKK 4.578 -0.3% Gold $/o 1793.5 1.6% S&P 500 4149 -0.1%

NZD/EUR 0.6152 -0.3% NZD/THB 22.6 -0.5% WTI Oil $/b 88.5 -2.3% NASDAQ 12721 0.4%

NZD/JPY 83.76 -0.2% AUD/USD 0.6973 0.3% Money Market (%) FTSE 7448 0.0%

NZD/GBP 0.5180 0.3% EUR/USD 1.025 0.8% 90 Day BB 3.22 0.02 CAC-40 6513 0.6%

NZD/CAD 0.8107 0.6% USD/JPY 132.9 -0.8% OCR 2.50 0.00 DAX 13663 0.6%

NZD/CHF 0.6020 0.0% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20174 2.1%

NZD/HKD 4.950 0.5% NZ 3.40 0.10 1yr 3.82 0.06 Nikkei 27932 0.7%

NZD/SGD 0.8673 0.2% US 2.66 -0.04 2yr 3.77 0.06 ASX200 6975 0.0%

NZD/CNH 4.256 -0.3% Aust 3.15 0.07 5yr 3.54 0.06 NZX50 11735 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.  

 

 

 

 

mailto:nick.tuffley@asb.co.nz
mailto:chris.tennent-brown@asb.co.nz
mailto:nathaniel.keall@asb.co.nz
mailto:caro.phillips@asb.co.nz
https://reports.asb.co.nz/index.html
https://twitter.com/ASBMarkets
https://www.asb.co.nz/documents/economic-research.html

