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Markets remain skittish  

• Markets have remained skittish and volatile, with concerns over central bank actions, the persistence 

of extremely high levels of inflation and the global growth outlook weighing. Tightening pandemic 

restrictions in Shanghai and in Beijing as the Chinese government attempt to eliminate COVID-19 and 

the continuing Ukraine conflict were added concerns. 
 

• Fedspeak: Cleveland head honcho and noted hawk Mester (2022 voter) backed Powell’s 50bps moves 

in June and July, and ruffled markets by noting a 75bp hike could be warranted later this year “if we 

don’t have inflation moving down”. FOMC Vice Chair Williams reiterated that the Fed will move 

expeditiously in hiking the Fed funds rate back to more normal levels in 2022 so as to bring inflation 

down. He added that a soft landing could be achieved despite more restrictive settings. Fed Governor 

Waller (2022 voter) also felt that the strong US economy could withstand rate hikes. Richmond head 

Barkin (2024 voter) reaffirmed the Fed’s commitment to lower inflation. 
 

• Equities have been volatile, with the VIX index oscillating at high levels (currently 33.1).  The big 3 

US equity gauges – Dow (-0.3%), S&P500 (+0.3%) and Nasdaq (1.0%) – are currently little changed on 

their open. European bourses were generally modestly up that followed a mixed Asian session. The 

year so far has been one to forget for equity investors with value falls for the major equity indices 

ranging from 11% to 25% in the US, 2% to 17% in Europe and 5% to 25% in Asia. The major NZ equity 

indices are down 14-15% so far this year. Ouch. 
 

• Declining risk appetite have pushed Treasury yields longer-term yields lower (10Y 3.0%) flattening 

the yield curve, with UK (1.85%) and German (1.0%) 10-year yields lower. NZ yields fell sharply on 

yesterday’s open but subsequently clawed back some of the falls with a steepening bias and the 2-

year swap yield about 20bps lower than a week ago. Australian government bonds were generally 

lower with the curve steepening. 
 

• Commodity prices have been weighed by global growth concerns and the stronger USD.  Oil prices 

have continued their retreat, with near-term contract prices for WTI below USD100 a barrel and with 

a similarly sized 3% fall for Brent (USD102). Metals prices were generally lower. Concerns over supply 

squeezes boosted price for natural gas on both sides of the Atlantic.   
 

• NZ Card spending notched a sizeable April jump, with retail and total spend up 7.0% and with core 

retail card spending up 7.4% over the month. This leaves values just shy of July 2021 records.  Higher 

retail prices look to be partly responsible, and a post-Omicron rebound in hospitality, apparel and 

services led the gains. We don’t expect this strong momentum to be sustained given the challenges 

facing retail and the household sector overall. 
 

• Q1 Australian retail volumes advanced at a 1.2% Q1 clip (+4.9% yoy), but CBA’s household spending 

intentions showed a 3.8% fall in April after a strong March, led by falls in interest rate sensitive 

pockets. Going forward the impact of RBA rate hikes on spending intentions will be a key metric to 

monitor.  Business conditions firmed to +20 from the April NAB survey, the highest in 10 months, led 

by rising trading conditions and profitability and highlighting the resilience of the business sector. 
 

 

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/apr-22-card-spend.pdf
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• FX Update:  Declining risk appetite and strong signals the FOMC have much more to do on the rate 

hike front have bolstered the USD, which along with SEK, was the strongest G10 currency overnight. 

The NZD and NOK were the major underperformers. That, after toughing yesterday afternoon, 

improved risk appetite which provided a bit of a respite to beleaguered risk currencies. The NZD 

slipped back below 63 US cents this morning and has traded in a 0.625 to 0.635 USD range over the 

last 24 hours.  
 

• Day ahead: Light today on the domestic scene ahead of housing, food price and inflation expectations 

data and tomorrow’s pre-Budget speech by Finance Minister Robertson (we will send our Budget 

2022 preview tomorrow). Our CBA colleagues expect a fall to May Australian consumer sentiment 

given the RBA rate hike earlier this month. Higher energy prices are expected to lift annual Chinese 

headline inflation to 1.8%, with producer price inflation to ease to 8%. Annual headline German 

inflation should remain an elevated 7.8% in April. US annual headline (8.2% yoy) and core inflation 

(6.2% yoy) are expected to ease from 40-year highs. The FOMC’s Bostic and a raft of ECB speakers are 

due to comment.   

 

Author: mark.smith4@asb.co.nz 

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.6284 -0.6% NZD/SEK 6.331 -0.8% NZX WMP 3715.0 -0.4% Dow 32098 -0.4%

NZD/AUD 0.9064 -0.4% NZD/DKK 4.439 -0.4% Gold $/o 1839.3 -0.8% S&P 500 4006 0.4%

NZD/EUR 0.5967 -0.4% NZD/THB 21.8 -0.5% WTI Oil $/b 99.8 -3.2% NASDAQ 11719 0.9%

NZD/JPY 81.95 -0.4% AUD/USD 0.6933 -0.2% Money Market (%) FTSE 7243 0.4%

NZD/GBP 0.5107 -0.4% EUR/USD 1.053 -0.3% 90 Day BB 2.15 0.03 CAC-40 6117 0.5%

NZD/CAD 0.8192 -0.4% USD/JPY 130.4 0.1% OCR 1.50 0.00 DAX 13535 1.2%

NZD/CHF 0.6258 -0.4% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 19634 -1.8%

NZD/HKD 4.933 -0.6% NZ 3.81 -0.02 1yr 3.33 0.00 Nikkei 26167 -0.6%

NZD/SGD 0.8745 -0.6% US 2.98 -0.05 2yr 3.83 0.02 ASX200 7051 -1.0%

NZD/CNH 4.242 -0.4% Aust 3.57 0.00 5yr 4.01 0.02 NZX50 11229 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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