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Powell throws markets a bone 

The situation in Ukraine remains as grim as ever overnight, with Russian forces laying siege to key cities. The capital 
Kyiv, and the large eastern city of Kharkiv remain key flashpoints, with the mayors of both insisting they will not 
surrender. Humanitarian catastrophe looms. 

Despite those grim headlines, market sentiment has managed a bit of a bounce after getting pulled through the 
wringer earlier in the week. Comments by Fed Chair Jerome Powell are partly the culprit – he’s been on the wires 
emphasizing that US growth is growing swiftly enough to withstand rate hikes and pledging to be cautious in removing 
stimulus (we’ve yet to hear a Central Bank boss pledge to be frivolous with rate hikes). It’s all a bit much of a muchness 
though. Major share indices across Europe and the US are in the green, but most remain well south of their levels in mid-
February when the conflict first made headlines. Lifts have been larger in the US than in Europe as you’d expect, with the 
S&P500 up just over 2% versus a more modest 0.70% lift in the German DAX for example. 

On similar themes, bond yields have reversed some of the declines they’ve seen over the past week or so. Once again, 
that bounce hasn’t been enough to take yields back to where they were pre-conflict. Still, some of the shifts have been 
fairly sizable. US Treasury yields are up 10-15bps with the curve steepening. Given they fell further over the past week or 
so, the bounce in European yields has been even larger, with lifts of 6-15bps in Germany, 9-18bps in France and 11-25bps 
(!) in the UK. That still leaves most European yields shy of their peaks in mid-Feb. 

By contrast commodity prices haven’t reversed themselves at all, giving up none of their gains from earlier in the 
week. Both Brent and WTI Crude have jumped another 5.8-6.2% each, both oscillating around the lofty US$110 mark. 
Wheat, the key soft commodity impacted by the Ukraine crisis, is up an even more substantial 7.6% yet again.  

On the currency front, the rally in market sentiment has seen the safe havens (particularly JPY and CHF) underperform, 
while commodity currencies have enjoyed a moment in the sun. CAD, AUD and NZD have been the big winners. 
NZD/USD is up nearly half a cent, trading just shy of 0.680. The Aussie has outperformed the kiwi though, taking 
NZD/AUD a smidgen lower to near 0.930. 

Local Recap: Anxious risk sentiment offshore flowed into the Asia-Pacific yesterday, with most share indices in the red 
(though our Aussie mates escaped the angst). The NZX50 saw a 0.89% drop over the day. The repricing in rate hike 
expectations offshore didn’t seem to affect NZ all that much. RBNZ pricing only shed around 6-7bps of 2022 hikes over 
the day, in contrast to the bigger moves offshore. We think that’s wise – if anything, the greatest impact of the Ukraine 
crisis on New Zealand may will be higher energy prices.  

Terms of Trade wrap: Over Q4, NZ’s terms of trade fell 1% over Q4 roughly in line with expectations (ASB: -1.3%). 
Unsurprisingly, both export and import prices rose at a reasonable clip over the quarter, up 2.7% and 3.8% respectively. 
There are further increases on the way, but we expect export price gains to outpace those for imports over the quarters 
ahead, with many gains in agri commodity prices yet to flow through. As we’ve long predicted, export volumes continue 
to look unimpressive (unchanged over the quarter) in line with weak primary production data and widespread reports of 
constrained supply chains. Still, those high commodity prices look set to continue offsetting the impact, supporting farm 
incomes and ultimately growth more indirectly. 

Other data: Aussie GDP growth experienced a stronger bounce back than our CBA friends expected, lifting 3.4% QoQ 
over Q4 (CBA: +3%). US ADP employment data bested expectations by adding 375k jobs over Feb (mkt: +375k) – a good 
sign ahead of payrolls data at the end of the week. 

Day ahead: A few bits and pieces round the traps today, but nothing all that earth shattering. In Aussie, building 
approvals are expected to fall 3%, while we think the Aussie trade surplus will widen to A$8.5bn. Overnight the US ISM 
Manufacturing Index is expected to moderate, but remain in a strong position. On the monetary policy front, the Bank of 
Canada looks likely to raise its policy rate by 25bps to 0.5% largely shrugging off (or “looking through” in economist 
parlance) Omicron woes and the recent trucker protests in Ottawa. Author: nathaniel.keall@asb.co.nz  
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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 0.6797 0.6% NZD/SEK 6.562 0.7% NZX WMP #N/A N/A #VALUE! Dow 33963 2.2%

NZD/AUD 0.9304 -0.1% NZD/DKK 4.542 0.5% Gold $/o 1925.0 -1.0% S&P 500 4398 2.1%

NZD/EUR 0.6106 0.7% NZD/THB 22.1 -0.1% WTI Oil $/b 109.8 6.2% NASDAQ 13777 1.8%

NZD/JPY 78.53 1.2% AUD/USD 0.7305 0.7% Money Market (%) FTSE 7430 1.4%

NZD/GBP 0.5079 0.1% EUR/USD 1.113 0.1% 90 Day BB 1.32 0.00 CAC-40 6498 1.6%

NZD/CAD 0.8592 -0.2% USD/JPY 115.5 0.6% OCR 1.00 0.00 DAX 14000 0.7%

NZD/CHF 0.6254 0.8% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 22344 -1.8%

NZD/HKD 5.311 0.6% NZ 2.74 -0.03 1yr 2.23 0.03 Nikkei 26393 -1.7%

NZD/SGD 0.9204 0.3% US 1.86 0.13 2yr 2.73 0.03 ASX200 7117 0.3%

NZD/CNH 4.295 0.5% Aust 2.08 -0.11 5yr 2.98 0.04 NZX50 12089 0.0%
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