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Aussie yields go walkabout 

Cabinet has made an in-principle decision to move Auckland down to Alert Level 3-Step 2 from 11.59pm next Tuesday. 
Parts of the mighty Waikato will make that shift a week earlier, at 11.59pm tonight. Those moves will open the way for an 
expansion in the level of permitted economic activity, with retailers able to open their doors with facemasks and physical 
distancing. Auckland is now within a gnat’s crotchet of having 90% with at least their first dose.  

The most notable market development during local time yesterday was a huge correction in Aussie yields. After their 
massive lifts in the aftermath of the RBA’s decision not to defend the yield curve target (YCT) yesterday, Aussie yields have 
rallied back about 20bps – though that’s still only part of last week’s large sell-off. There were a few bits and pieces of data 
out from our Antipodean cousins (Manufacturing PMI: 58.2, Melbourne Institute Inflation: +3.1% yoy, Home Loan Values: -
1.4% mom) but the catalyst was really just a bit of a reality check after last week’s excitement. While the RBA seems 
virtually guaranteed to end the YCT at its meeting later today (more on that below), markets were arguably getting a bit 
ahead of themselves pricing rate hikes a full two years ahead of the RBA’s much-emphasised timeline. 

On the other hand, NZ yields took a breather yesterday ahead of the big central bank announcements later in the week. 
NZ equities edged down 0.53% after a mixed session in the Asia-Pacific. The biggest news in the region was the headline 
that new Japanese Prime Minister Fumio Kishida won a comfortable majority in the latest elections (unsurprising given his 
party have won 19 of the last 21 elections). The Nikkei rallied a solid 2.61% in the aftermath. Chinese Manufacturing PMI 
data was almost exactly in line with expectations (50.6 vs a surveyed 50.0). 

Sharemarkets have been mixed overnight. All the major Wall Street indices have been oscillating between small gains and 
miniscule gains and tiny dips. By contrast, equities are higher across the board in Europe. 

Moves in Treasury yields have also been very modest as we crack into the week, with the curve little changed. As at the 
time of writing, the 10-year yield is up a solitary basis point around 1.564%. 

On the currency front, NZD was a middle-of-the-pack performer overnight. USD and JPY were a shade on the soft side, 
while the Swiss Franc and the Nordic currencies were at the top of the G10. NZD/USD has gained a little ground, trading in 
a 0.716-0.720 overnight range. NZD/AUD has been trading in a 0.954-0.957 range. 

Overnight Data Wrap: US PMI data were broadly in line with expectations at 58.4 (vs a surveyed 59.2). ISM indices showed 
employment expanding ahead of expectations (52.0 vs a surveyed 51.0), but new factory orders underperformed (falling to 
59.8 vs a surveyed 64.2). 

Day ahead: First up this morning, we’ve got RBNZ Governor Orr speaking at 9.30am at the Property Council of New 
Zealand Retail Conference on the topic of the ‘unsustainable level of house prices’ and ‘the concentration of risk associated 
with housing.’ It’s interesting timing coming only a day before the Bank’s next Financial Stability Report is due, and the 
topic seems to have been changed late in the day from ‘the retail economy.’ The chance is that the Governor uses the 
opportunity to signal the introduction of debt-to-income ratios or some other macroprudential measure designed to cool 
the housing market.  

In the afternoon we’ve got the RBA out at 4.30pm. As we noted above, last week the RBA opted not to defend the 0.1% 
yield target on the April 2024 bond, and now looks practically certain to abandon it. Our friends at CBA expect the Bank 
will adjust its forward guidance to acknowledge inflationary pressures look to be proving more resilient than anticipated, 
acknowledging its likely to hike earlier than its previous signal of 2024 (though not quite as early as market pricing was 
indicating last week). Overnight there isn’t much data out in the US, with the September unemployment rate released in 
the Eurozone (survey: 7.4%) and a dairy auction (we expect prices to gain further ground). nathaniel.keall@asb.co.nz  

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.7187 0.3% NZD/SEK 6.124 -0.5% NZX WMP 3925.0 0.0% Dow 35884 0.2%

NZD/AUD 0.9554 0.1% NZD/DKK 4.606 -0.1% Gold $/o 1793.7 0.6% S&P 500 4600 -0.1%

NZD/EUR 0.6192 -0.1% NZD/THB 23.9 0.3% WTI Oil $/b 84.2 0.8% NASDAQ 15521 0.2%

NZD/JPY 81.93 0.6% AUD/USD 0.7522 0.2% Money Market (%) FTSE 7289 0.7%

NZD/GBP 0.5263 0.6% EUR/USD 1.161 0.4% 90 Day BB 0.82 0.01 CAC-40 6893 0.9%

NZD/CAD 0.8890 1.0% USD/JPY 114.0 -0.1% OCR 0.50 0.00 DAX 15806 0.7%

NZD/CHF 0.6538 -0.4% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 25154 -0.9%

NZD/HKD 5.594 0.4% NZ 2.58 -0.06 1yr 1.54 -0.05 Nikkei 29647 2.6%

NZD/SGD 0.9687 0.2% US 1.56 0.01 2yr 2.22 -0.01 ASX200 7371 0.6%

NZD/CNH 4.597 -0.1% Aust 1.91 -0.18 5yr 2.60 -0.02 NZX50 13030 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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