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Biden brings the good oil  

• A faint risk-off mood prevailed in financial markets overnight, on relatively little news. Asset markets followed the 

usual risk-off script with equity markets slightly weaker (S&P500 -0.5%), the VIX index a little higher, bond yields off 

4-10bps (larger falls in Europe) and, in FX markets, ‘safe-haven’ currencies like the JPY and CHF outperforming. The 

NZD/USD is around ½ cent lower around 0.6930, meaning stubborn resistance in the 0.6980/90 window held for the 

fifth time. 
 

• Yesterday’s lacklustre read on Chinese services production is being touted as part of the reason for the droop in 

market sentiment. Both the manufacturing and services PMIs crept in below expectations in March, but the clear 

weakness in the latter (48.4 vs. 50.3 expected – a level above 50.0 denotes expansion) was particularly concerning 

and likely a reflection of the increasing use of COVID lockdowns. Indeed, authorities have just extended strict 

lockdowns for Shanghai that were to be lifted today. In other data, the US PCE deflator (the Fed’s favourite core 

inflation measure) printed bang on expectations in February. The 0.6% monthly increase pulled annual inflation up 

to 6.4%, with the more important ‘core’ measure at 5.4%. 
 

• The key news for the night was the announcement the US will release 180m barrels from its large strategic oil 

reserves. A million barrels a day will be released for six months as part of a transition plan towards independence 

from foreign suppliers. President Biden called on domestic operators to boost production of both oil and critical 

minerals required for batteries. There’s been the expected response in commodity markets, with Brent crude prices 

off about 6% (to US$104.70/barrel).   
 

• Local wholesale interest rates took a breather yesterday, very much going against the grain of the rest of the 

month. On our numbers, the 2-year swap yield finished the month of March 55bps higher than where it began (at 

3.29%). We make this the 10th largest monthly gain in historical data dating back to 1993 (October’s 80bp lift was 

good enough for 4th). March’s gains are all the more dramatic given the steepness of the trend. Rates have risen in 

14 of the 17 months since COVID vaccine announcements began in November 2020. Based on forward pricing, 

markets don’t see the gains continuing, something we noted in our recent Corporate Hedging Toolbox. Indeed, in 

the US, attention is quickly turning to curve inversion and worries about monetary-policy induced hard-landings.  
 

• FX Update:  A quiet session is in prospect for the NZD today, ahead of the big data releases due tonight (see below). 

For now, the NZD/USD looks fairly well hemmed into its recent 0.6870-0.7000 range, with yesterday’s rejection of 

the 0.6990 level reinforcing resistance around here.  
 

• Day ahead: We expect little, if any, improvement in the March ANZ survey of consumer confidence due out at 

10am. Recall sentiment fell to a record low in February. We were surprised by the resilience of business confidence 

earlier in the week though…Tonight, the data week finishes with a bang with a top-tier feast of US employment, the 

US ISM manufacturing survey, and Eurozone inflation figures. The US data will be super-strong. Markets are 

plumping for a 490k jobs gain and a slight fall in the unemployment rate to 3.7% from March payrolls. Eurozone 

inflation is expected to hit 6.3%, with plenty of upside to come in future months.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6938 -0.4% NZD/SEK 6.5086 0.8% CRB Index 301.3 2.2% Dow 35049 -0.5%

NZD/AUD 0.9260 -0.3% NZD/NOK 6.0948 2.0% NZX WMP #N/A N/A#VALUE! S&P 500 4577 -0.6%

NZD/EUR 0.6265 0.2% NZD/THB 23.07 -0.7% Gold $/o 1942 0.5% NASDAQ 14410 -0.2%

NZD/JPY 84.36 -0.7% AUD/USD 0.7492 -0.1% WTI Oil $/b 103.6 -3.9% FTSE 7516 -0.8%

NZD/GBP 0.5279 -0.5% EUR/USD 1.1074 -0.7%  NZD Swap Rates (%) DAX 14415 -1.3%

NZD/CAD 0.8657 -0.5% USD/JPY 121.59 -0.2% OCR 1.00 0.00 CAC-40 6660 -1.2%

NZD/CHF 0.6401 -0.5% 10 Yr Bond Yields (%) 3mth 1.61 0.00 H.Seng 21997 -1.1%

NZD/HKD 5.4346 -0.4% NZ 3.22 -0.04 1yr 2.76 -0.03 Nikkei 27821 -0.7%

NZD/SGD 0.9398 -0.3% US 2.33 -0.02 2yr 3.28 -0.06 ASX200 7500 -0.2%

NZD/DKK 4.6594 0.3% Aust 2.85 0.05 5yr 3.38 -0.08 NZX50 12110 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/corporate-hedging-toolbox/Corporate%20Hedging%20Toolbox_Q12022.pdf
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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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