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Stand by for (monetary policy) action 

Machinations by the Federal Reserve dominated markets last week, remaining in the driver’s seat overnight. Last 
Thursday morning NZT, the Fed’s Open Markets Committee refrained from hiking the Federal Funds Rate (as expected) 
but announced it would further taper monthly asset purchases in February and thus paving the way for a hike in March. 
In honour of the RBNZ’s attempts to expand monetary policy’s avian vocabulary (think he Kōtuku), we’d like to suggest a 
term for central banks who have begun withdrawing support and signalling a tightening bias but haven’t pulled the 
trigger on a rate hike just yet: an eyas, which is a young hawk that hasn’t quite got its flight feathers. 
 
US Treasury yields moved up modestly in the aftermath of the FOMC, and have held onto a fair chunk of those gains in 
the days since. Shifts were largest in the front end of the curve as investors re-calibrated their expectations on the near-
term track, with the 2-year yield still up just over 15bps on where it was sitting before the FOMC meeting. Having lifted 
10bps on the result, the 10-year yield has pared back to trade around 8bps above its pre-Fed level as of the time of 
writing. 
 
Moves in NZ yields were more modest last week, despite the release of a slightly stronger than expected local CPI 
print. OIS market pricing is little changed since the beginning of last week, shifting from around six-and-a-half 25bp OCR 
hikes over 2022 up to around seven. That in large part reflects how richly things have already been priced. Moves in 
broader swap yields weren’t any more spectacular, with the 10-year yield broadly unchanged from where it opened last 
Monday.  
 
Global sharemarkets bounced back a little last week and have continued that trend as we begin the week.  All three 
major Wall Street indices lifted by a similar magnitude over the week, with the Dow, S&P500 and Nasdaq all up by circa 
2%. Overnight, they’ve lifted a further 0.5%, 1.1% and 2.5%, respectively. Analysts have struggled to pin a narrative on 
the shift in mood, though tentative progress on the Ukraine crisis plus a spot of bargain hunting after last week’s tumbles 
have been mooted as factors.  

 
USD strength was the theme last week, boosted by the Fed announcement and the associated shift in interest rate 
differentials in the US’s favour. All-up, the DXY dollar index (a measure of USD strength) lifted around 2% over the week. 
Overnight, the more positive tone in risk sentiment has seen the traditional safe-havens (including USD) pare back a bit. 
All-up, NZD/USD is currently trading around 0.657 – still just over a cent below where it was last week ahead of the Fed. 
 
Local Recap: Quiet stuff locally yesterday with Aucklanders off enjoying the sun. There was no data on the cards locally, 
and not much happening offshore to direct sentiment.  
 
Day Ahead: There’s little out locally this week, save for the monthly trade balance breakdown. The real highlight is across 
the Tasman, with the RBA expected to announce an end to its bond buying programme. Our friends at CBA also expect 
the Bank to significantly revise up its inflation profile in line with the tenor of recent data. Expect a result consistent with 
a rate hike in August at the latest, and perhaps even in June or July.  
 
On the local front this week: Wednesday’s Household Labour Force Survey is the only thing worth watching locally. 
Despite the hit from lockdown, we’re expecting the result to show the labour market tightened further over Q4, down to 
just 3.2% at a circa 40-year low (mkt: 3.5%). We reckon there will also be an associated tick up in wage growth, with the 
Labour Cost Index up 0.9%. Confirmation the labour market held up well will give the RBNZ further impetus to get a 
wriggle on with OCR hikes, though as we noted above, given how heavy market pricing has become over recent weeks 
and months, market reaction may not be all that dramatic. 
 
Further afield: Beyond the RBA, the central bank meetings are coming thick and fast this week. The BoE and ECB are both 
coming out of the traps overnight on Thursday, though it’ll be a case of monetary policy chiaroscuro with two very 
different statements. In Blighty, the BoE is likely to announce a 25bp rate hike to 0.5% amid strong inflation data. Over on 
the Continent, the ECB will leave settings unchanged and shrug off the risk of a sustained lift in inflation – rate hikes are 
unlikely to be on the cards there before 2023. You can find the full rundown of everything else on the wires this week 
in this morning’s edition of ASB Economics Weekly. nathaniel.keall@asb.co.nz  
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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.  

 

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.6577 0.5% NZD/SEK 6.129 -0.7% NZX WMP #N/A N/A #VALUE! Dow 34925 0.6%

NZD/AUD 0.9306 -0.5% NZD/DKK 4.357 -0.4% Gold $/o 1797.5 0.3% S&P 500 4487 1.2%

NZD/EUR 0.5855 -0.5% NZD/THB 21.9 -0.1% WTI Oil $/b 87.4 0.7% NASDAQ 14103 2.4%

NZD/JPY 75.65 0.2% AUD/USD 0.7067 1.0% Money Market (%) FTSE 7464 0.0%

NZD/GBP 0.4890 0.1% EUR/USD 1.123 0.8% 90 Day BB 1.10 0.00 CAC-40 6999 0.5%

NZD/CAD 0.8353 -0.1% USD/JPY 115.0 -0.2% OCR 0.75 0.00 DAX 15471 1.0%

NZD/CHF 0.6099 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 23802 1.1%

NZD/HKD 5.127 #VALUE! NZ 2.60 -0.07 1yr 1.99 0.00 Nikkei 27002 1.1%

NZD/SGD 0.8886 0.1% US 1.78 0.01 2yr 2.45 -0.01 ASX200 6972 -0.2%

NZD/CNH 4.191 -0.4% Aust 1.90 -0.05 5yr 2.76 -0.01 NZX50 11889 0.0%
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