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NZD outperforms, Europe underperforms, Russian economy in trouble 

Financial markets are no longer characterised by risk aversion and indiscriminate selling, but Russia’s invasion of 
Ukraine remains the clear focus. The war rumbles on with the Ukrainian port of Mariupol subject to bombardment 
overnight and the southern city of Kherson apparently overrun.  

At the same time, sanctions and restrictions designed to cripple the Russian economy have continued. The EU said it 
was looking into removing Russia’s MFN (most favoured nation) status from the World Trade Organisation, a move 
estimated to hit a further US$105b of Russian exports with tariffs. Ratings agencies Fitch and Moody’s slashed Russia’s 
sovereign rating to “junk”.  

The Ruble collapsed to a fresh record low (108 to the USD) to be down around 30% since the war began. Meanwhile, 
credit default swaps on Russia’s sovereign bonds now imply a strong chance of default, trading up around 2500bps for 
two-year contracts. Western moves to deny the Russian central bank access to 60% of its FX reserves (thus preventing it 
from shoring up the value of the Ruble and providing liquidity to Russian banks) are particularly debilitating.  

European assets remain under pressure given both proximity and trade exposures to Russia. European stocks slumped 
another 1.5-2.5% overnight (Eurostoxx 50 -2.1%), and the EUR/USD fell to a fresh 10-month low around 1.1050. That’s 
lifted NZD/EUR to a 3-month high close to 0.6150. US stocks have fared a little better (S&P500 +0.1%). Oil and gas prices 
reached fresh highs overnight but have tended to reverse these gains over the session. There’s been more lasting 
increase in corn (+4.8%), wheat (+7.1%), and some metals prices (notably iron ore and nickel).  

By contrast, global bond yields have mostly shuffled sideways. Fed chair Powell’s reiteration overnight that the Fed’s 
hiking cycle is still all go helped shore up yields. Powell again said he’ll vote for a 25bps hike later this month and warned 
the Fed could raise “by more than that” later on if inflation doesn’t come back down to Earth. Uncertainty due to Russia’s 
war in Ukraine was duly acknowledged. The US ISM services index back-peddled sharply in February data released 
overnight (56.5 vs. 61.1 expected), a result that seems to have been influenced by worsening supply chain issues.  

FX update: As with broader European assets (noted above), European currencies continue to underperform at the 
expense of those linked to higher commodity prices like the AUD, NZD, and CAD. The SEK, NOK, DKK, and GBP were all 
dragged lower on the euro’s coat-tails overnight. By contrast, the NZD/USD managed to hold up in a 0.6760-0.6800 range 
against a generally appreciating USD. The kiwi continues to run the gauntlet between deteriorating risk appetite on one 
hand and higher commodity prices on the other.  

Day ahead: Tonight’s US non-farm payrolls employment report will wrap the week at least in a data sense. Our cobbers 
at CBA expect a 400k lift in employment (market +415k) and a dip in the unemployment rate to 3.9% as further evidence 
of the crazy-tight US labour market. In our time zone, kiwi consumer confidence will draw more attention than usual (and 
hence may even be market-sensitive) given recent weakness and the building headwinds for retail spending this year 
(higher interest rates, border re-opening, retail price inflation, the flagging housing market).  
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Currencies Currencies Commodities Equities

NZD/USD 0.6799 0.1% NZD/SEK 6.628 0.9% NZX WMP NA NA Dow 33965 0.3%

NZD/AUD 0.9280 -0.3% NZD/DKK 4.573 0.7% Gold $/o 1934.0 0.3% S&P 500 4387 0.1%

NZD/EUR 0.6147 0.7% NZD/THB 22.2 0.3% WTI Oil $/b 109.5 -1.0% NASDAQ 13622 -0.9%

NZD/JPY 78.50 0.0% AUD/USD 0.7327 0.4% Money Market (%) FTSE 7239 -2.6%

NZD/GBP 0.5093 0.3% EUR/USD 1.106 -0.6% 90 Day BB 1.34 0.00 CAC-40 6378 -1.8%

NZD/CAD 0.8619 0.3% USD/JPY 115.5 -0.1% OCR 1.00 0.00 DAX 13698 -2.2%

NZD/CHF 0.6251 -0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 22467 0.6%

NZD/HKD 5.314 0.1% NZ 2.80 0.06 1yr 2.24 -0.02 Nikkei 26577 0.7%

NZD/SGD 0.9226 0.2% US 1.85 -0.02 2yr 2.77 -0.03 ASX200 7151 0.5%

NZD/CNH 4.299 0.7% Aust 2.17 0.09 5yr 3.03 -0.03 NZX50 12211 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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