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RBA meeting looming large for Tuesday 

Data summary: In US economic data, personal income fell by 1.0% in September (survey: -0.3%). Spending rose by 0.6% as 
expected. The core PCE deflator (Federal Reserve preferred inflation measure) rose 0.2% in September to be up 3.6% on 
the year (survey: +3.7%).  In China, the 'official' manufacturing purchasing managers index (PMI) fell from 49.6 to 49.2 in 
October (survey: 49.7) with non-manufacturing down from 53.2 to 52.4 (survey: 53.0). Eurozone headline CPI increased 
more than expected in October by 0.8% (consensus: +0.5%) reflecting higher energy prices. On an annual basis, headline 
CPI inflation quickened to 4.1% in October (matching the July 2008 high) and core CPI inflation accelerated to 2.1% (the 
most since December 2002). 

European sharemarkets were mixed on Friday. Insurers and banks rose but mining, energy, utilities and real estate fell. 
The pan-European STOXX 600 index fell 0.1% but rose 4.6% on the month. The German Dax fell 0.1% and UK FTSE indexes 
lost 0.2%.  US sharemarkets advanced on Friday to new highs. The gains occurred despite falls in Apple (-1.8%) and 
Amazon (-2.2%) after the tech giants disappointed with earnings. The Dow Jones index rose 0.3%, the S&P 500 index 
gained 0.2%, and the Nasdaq index rose by 0.3%. On the week the Dow rose 0.4%, the S&P 500 rose 1.3%, and the Nasdaq 
rose 2.7%. In October the Dow rose 5.8%, the S&P 500 rose 6.9%, and the Nasdaq rose 7.3%.  The local sharemarket gained 
1% on Friday but was down 0.1% over the week and 1.3% over the month.    

US Treasuries were mixed on Friday. US 10-year yields fell 2 points to 1.56%, while US 2-year yields rose by 1 point to near 
0.50%. Over the week, US 10-year yields fell 8 points but US 2-year yields rose by 4 points.  It was a very volatile day in the 
NZ rates market on Friday, with large moves in swap rates in shorter-term rates, but the 10-year rate ending unchanged.  
Likewise, the 10-year Govt bond yield was unchanged Friday, at a whopping 2.64%, over 2% higher than the 2020 lows. 

FX comment: Major currencies fell against the US dollar in European and US trade, as the big dollar rallied into month end. 
NZD starts the week near 0.7150 against the USD and 0.9525 against the AUD. Tomorrow’s RBA meeting is a clear catalyst 
for movement in AUD and NZD.  

Global oil prices: The Brent crude price rose 0.1% to US$84.38 a barrel on Friday, but declined 1.3% over the week. 

Day ahead: No local releases. In Australia, data on home prices, manufacturing activity, lending indicators, job 
advertisements and inflation are all issued. The China Caixin manufacturing index is scheduled. In the US, construction 
spending data are released with factory activity gauges. 

Week ahead local: The focus of the RBNZ’s November Financial Stability Report (FSR) on Wednesday will remain on 
housing. Strong balance sheets have helped the financial system and the broader economic recovery, but the RBNZ will be 
wary given its assessment that house price gains are unsustainable. The RBNZ has been progressively tightening loan-to-
value ratio (LVR) restrictions on mortgage lending and the FSR will also likely discuss recent consultations on implementing 
Debt-to-Income (DTI) restrictions and/or interest rate floors to slow borrowing. Both could soon be formally added to the 
RBNZ’s toolkit.  The Q3 labour market figures will be mixed, but for the most part the outcomes will reflect how well the 
labour market was doing ahead of the NZ community outbreak of COVID-19 in August.  From that perspective, the labour 
market figures released on Wednesday are already somewhat dated.  

Week ahead international: Tomorrow’s Reserve Bank of Australia meeting will be a doozy. Last week the RBA opted not to 
defend the 0.1% yield target on the April 2024 bond, and as a result the yield got nearly 70bp above the RBA’s target.  This 
means we can only assume that at the Board meeting this target will be abandoned.  The difficulty for the RBA is that this 
will also require a change in its forward guidance on the expected timing of the first cash rate hike.  We doubt the RBA will 
be able to match current market pricing, which is priced for a rate hike in early 2022, but an indication from the RBA that 
inflation pressures may be building earlier than anticipated and that rate hikes are now likely before 2024 could be 
expected. The FOMC meeting on Wednesday (Thursday morning NZT) is another big event. We expect the FOMC to 
announce that it will start tapering its bond purchases at the meeting. Our longer-term outlook is the FOMC will stop 
tapering in April 2022 and start hiking the Funds target rate in June 2022.  The Bank of England also meet Thursday. Our 
central scenario is for no policy changes, but the risk is that the BoE begins to reduce monetary accommodation because of 
better UK economic growth prospects and more persistent inflation pressures.  
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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.  

 

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.7154 -0.1% NZD/SEK 6.158 0.1% NZX WMP 3925.0 -0.6% Dow 35820 0.2%

NZD/AUD 0.9524 0.0% NZD/DKK 4.604 -0.1% Gold $/o 1783.4 -0.9% S&P 500 4605 0.2%

NZD/EUR 0.6201 0.1% NZD/THB 23.9 0.0% WTI Oil $/b 83.6 0.9% NASDAQ 15498 0.3%

NZD/JPY 81.51 -0.2% AUD/USD 0.7511 -0.1% Money Market (%) FTSE 7238 -0.2%

NZD/GBP 0.5227 -0.2% EUR/USD 1.156 0.0% 90 Day BB 0.80 0.02 CAC-40 6830 0.4%

NZD/CAD 0.8881 0.9% USD/JPY 113.9 0.0% OCR 0.50 0.00 DAX 15689 0.0%

NZD/CHF 0.6554 -0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 25377 -0.7%

NZD/HKD 5.575 0.1% NZ 2.64 0.00 1yr 1.57 -0.06 Nikkei 28893 0.3%

NZD/SGD 0.9676 0.2% US 1.55 -0.03 2yr 2.26 -0.13 ASX200 7324 -1.4%

NZD/CNH 4.593 -0.1% Aust 2.10 0.25 5yr 2.63 -0.11 NZX50 13100 0.0%
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