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Fallout  

Russia’s invasion of Ukraine appears to be escalating in intensity, with military experts warning it is now entering a new 
phase. Having run into fierce Ukrainian resistance, Russia appears poised to step up hostilities with an estimated 60km 
military convoy headed towards Ukraine and rocket attacks on Kharkiv. The rest of the world continues to place 
sanctions, bans, and restrictions on various Russian products, people, and financial transactions.  

Writing on market impacts appears trivial next to the humanitarian costs of the war. But markets are increasingly 
rattled. Equity markets have notched up falls of 1.5% (US NASDAQ) to 4% (Euro Stoxx 50). There’s also been huge falls in, 
particularly European, bond yields overnight as the negative implications for the European economy from Russian 
exposures are priced in. German 10-year bond yields have fallen around 20bps back into negative territory (-0.07%) with 
the UK and France recording slightly larger falls.  

This has fed through to US yields with the 10-year treasury yield off 15bps overnight. The big global central banks are 
still generally expected to start/continue tightening monetary policy but the moves are no longer seen as the certainty 
they once were. For example, pricing for the March Fed meeting has changed from a strong chance of +50bps to around 
a 90% chance of +25bps.  

Commodity prices have been the other stand-out mover. Crude oil prices have blasted back through $100/barrel with 
prices for the various grades surging 7.5-8.5% overnight. There’s been further strong grains in the other prices Russia 
and/or Ukraine are important players in. UK natural gas futures have bounced back up 21%, having fallen a similar 
amount late last week. Corn (+5%) and wheat (+5.5%) prices have lead a round of more modest increases for agricultural 
commodity prices.  

The latter may ultimately see some follow through onto dairy prices given the importance of grains as an input into 
global dairy production. Speaking of, this morning’s GDT auction was another strong one with the headline price index 
up 5.1%, key wholemilk powder prices up 5.7% and cheese prices jumping 10.9%. Fonterra upgraded its current season 
Milk Price forecasts last week and we note there is now strong upside risk on our already lofty $9.25 kg/ms forecast. 

The RBA stuck to its ‘patience’ mantra at yesterday’s policy update. The cash rate was again left at 0.1%. There was a 
subtle language shift towards focusing on more general “labour costs” rather than just wages but, for the most part, the 
RBA continues to run a more dovish line than the market and forecasters, and certainly the rest of the developed world’s 
central banks. There was little reaction in antipodean interest rate markets. But we are likely to see rates open lower this 
morning following the sharp falls in global yields overnight.  

Data wrap: Economic data remains firmly off markets’ radar. The usually closely-followed US ISM manufacturing index 
posted another encouraging read, lifting to 58.6 from 57.6 (58.0 expected). There was some relief on the inflation front 
with the prices paid index unexpectedly falling to 75.6 (77.5 expected).  

Day ahead: Fourth quarter NZ terms of trade figures will be one for the economist train-spotters only, with market focus 
elsewhere. We expect the terms of trade fell 1.3% q/q, easing off the record high reached in Q3. January building permits 
will be released at the same time. Across the ditch, CBA and the market are braced for a big bounce-back in Q4 Aussie 
GDP figures (3.0% q/q, 3.6% y/y). Tonight brings ADP employment data in the US (+375k jobs expected), the usual 
curtain-raiser for Friday’s payrolls.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6748 -0.1% NZD/SEK 6.5155 1.8% CRB Index 269.1 1.8% Dow 33174 -2.1%

NZD/AUD 0.9317 0.0% NZD/NOK 6.0093 0.6% NZX WMP #N/A N/A#VALUE! S&P 500 4299 -1.7%

NZD/EUR 0.6070 0.7% NZD/THB 22.09 0.0% Gold $/o 1940 1.6% NASDAQ 13522 -1.7%

NZD/JPY 77.47 -0.2% AUD/USD 0.7244 -0.1% WTI Oil $/b 103.8 8.4% FTSE 7330 -1.7%

NZD/GBP 0.5069 0.6% EUR/USD 1.1117 -0.8%  NZD Swap Rates (%) DAX 13905 -3.8%

NZD/CAD 0.8603 0.3% USD/JPY 114.81 -0.1% OCR 1.00 0.00 CAC-40 6396 -3.9%

NZD/CHF 0.6202 0.1% 10 Yr Bond Yields (%) 3mth 1.26 0.02 H.Seng 22762 0.2%

NZD/HKD 5.2750 -0.1% NZ 2.77 0.02 1yr 2.20 -0.03 Nikkei 26845 1.2%

NZD/SGD 0.9167 0.1% US 1.71 -0.12 2yr 2.70 -0.04 ASX200 7097 0.7%

NZD/DKK 4.5154 0.7% Aust 2.19 0.05 5yr 2.96 -0.02 NZX50 12198 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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