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Interest rates spike higher again as central bankers disappoint 

Regular service resumed in local interest rate markets yesterday, with the NZ yield curve rising and steepening again. This 
followed several sessions of central bankers globally coming out to hose down the steep lift in longer-dated interest rates. 
NZ 2- and 10-year swap yields were up 4bps and 10bps, respectively. The 2s-10s measure of yield curve steepness rose to 
1.48%, closing back in on last week’s 1.60% highs. Rather than anything NZ-specific, the gains largely reflected a tracing of 
similar moves across the Tasman after the RBA “only” bought A$2b in bonds under its A$200b QE programme yesterday.  

It’s likely the sell-off in local yields will continue today following a late surge in US yields early this morning. US 10-year 
Treasury yields rose around 6bps to fresh 1-year highs a shade below 1.55% in the wake of a Wall Street Journal interview 
with Fed chair Powell. Powell said he would be “concerned” if (bond) markets became disorderly but markets were 
seemingly disappointed there wasn’t any more forceful push-back against the recent surge in yields. The implication is that 
Powell is comfortable with the current pace of Fed bond buying (US$120b/month) and has no immediate plans to lift it.  

The late-session lift in US yields turned market sentiment on a dime, with risk aversion indicators (like the VIX index) back 
rising, equity markets turning lower, and the US dollar bouncing. US equity indices are down 1.5-2.3% as we type with tech 
stocks and hence the NASDAQ underperforming. In currencies, the firmer USD has squashed down all major FX pairs with 
the Canadian dollar managing to outperform thanks to the jump in oil prices (see below). The NZD/USD has shed around ¾ 
cent overnight and currently trades around 0.7180. 

Oil prices have leapt nearly 5%, in a development likely to reinforce worries about the return of inflation. More support 
for the reflation trade in other words. Brent crude is up around US$67.50/barrel – a 1-year high. OPEC+ decided against 
increasing oil production in April. Saudi Arabia said producers should instead “keep our powder dry” as a precaution 
against possible future market deterioration.  

A RBNZ speech yesterday didn’t contain any particularly new information, but Governor Orr did expand a little more on 
how Bank might respond to its new directive to support government housing policy. Orr noted they would be looking at 
their existing financial stability tools – LVRs, stress tests, and bank capital requirements, and potential new ones – debt-to-
income ratios and interest-only loan restrictions – with a view toward “moderating housing demand, particularly from 
investors”. It’s early days and we’ll be hearing more on the topic in coming months. There was no market reaction.   

Day ahead: Cabinet will make a decision today on whether NZ will shift back down COVID alert levels on Sunday morning. 
There have been no community cases for four days, raising hopes the current lockdown will not be extended. Q4 
construction is forecast to lift a further 1.6% qoq (10:45am), extending the belter of a recovery since lockdown (that’s 
lockdown 1.0). Finally, there will be more attention than usual on the RBNZ’s bond-buying announcement at 2pm given 
recent volatility in bond yields.  

Tonight, markets are braced for a second consecutive month of strong job gains in US jobs as government stimulus flows 
into the labour market. A 195k increase in expected in Non-farm Payrolls (CBA +180k), with the unemployment rate 
expected to remain steady at 6.3%. 
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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 0.7182 -0.9% NZD/SEK 6.096 -0.1% NZX WMP 4200.0 -2.3% Dow 30703 -1.9%

NZD/AUD 0.9302 -0.1% NZD/DKK 4.461 -0.1% Gold $/o 1695.2 -0.9% S&P 500 3727 -2.2%

NZD/EUR 0.5999 3.2% NZD/THB 21.8 -0.7% WTI Oil $/b 64.1 4.6% NASDAQ 12627 -2.9%

NZD/JPY 77.45 7.6% AUD/USD 0.7721 -0.9% Money Market (%) FTSE 6651 -0.4%

NZD/GBP 0.5169 -1.0% EUR/USD 1.197 -0.8% 90 Day BB 0.31 0.00 CAC-40 5831 0.0%

NZD/CAD 0.9104 1.0% USD/JPY 107.8 0.8% OCR 0.25 0.00 DAX 14056 -0.2%

NZD/CHF 0.6676 12.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 29237 -2.2%

NZD/HKD 5.573 -0.9% NZ 1.85 0.11 1yr 0.36 0.01 Nikkei 28930 -2.1%

NZD/SGD 0.9602 -0.6% US 1.54 0.06 2yr 0.56 -0.01 ASX200 6761 -0.8%

NZD/CNH 4.679 -0.1% Aust 1.78 0.10 5yr 1.29 0.01 NZX50 12225 -1.1%
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