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RBA joins the club 

• The most eye-catching markets development of the past 24 hours has been yet another lurch higher in interest 
rates, as central bank rhetoric turns ever-more hawkish in response to spiking inflation and tight labour markets. 
Higher offshore rates are likely to feed through to fresh highs for the NZ swap curve on the open this morning.  
 

• As well flagged in yesterday’s missive, the RBA duly ditched the word “patience” from its Statement, effectively 
signalling the inflation and labour market outlook is now conducive to lifting the cash rate and thus ending a long 
stand-off with the market about when it would do so. The cash rate was left at 0.1% as expected by all and sundry. 
Markets and economists are now split on whether the first hike will come in May or June (our CBA colleagues favour 
the latter) with the CPI inflation figures on 27 April likely to be an important swing factor. 

 

• The RBA’s hawkish shift had a big impact on antipodean markets, despite the fact it’s been widely anticipated for 
some time. Two-year Aussie swap yields finished the day 28bps higher, dragging the NZ equivalent up to fresh cycle 
highs around 3.42%. The AUD/USD also got in on the action, posting gains of almost a cent (overnight 0.7650 high), 
before a stronger USD squeezed it nearly all the way back down again.  

 

• The NZD/USD joined the AUD/USD on its round trip – lifting to an overnight high of around 0.7030 before 
succumbing to the stronger USD and sharply reversing course. For chart-watchers, this amounts to a strongly bearish 
reversal pattern. In the least it will go down as another (the 6th on our numbers) failed attempt to break through 
0.6980/90 resistance.  

 

• Overnight, the USD and US bond yields drew support from a hawkish speech from Fed Governor Brainard. She said 
the Fed would start reducing its balance sheet (selling bonds) as soon as next month, and will occur rapidly given 
“the recovery has been considerably stronger and faster than in the previous cycle”. The key US 10-year treasury 
yield hit a fresh cycle high of 2.56% (+17bps for the night) in the wake of the comments and some strong increases in 
European bond yields (10-year German bund +11bps, UK Gilt +11bps).  

 

• Outside of the Fed speech, the overnight newsflow has been light. The US ISM services index underwhelmed 
expectations slightly but remains at strong levels (58.3 vs. 58.5 expected) thanks to the fading impact of Omicron. 
The EU signalled fresh sanctions against Russia are on the way, including a ban on new investments in the country 
and a phasing out of Russian coal imports. Sentiment in equity markets flipped back to ‘glass half empty’ mode, with 
the surge in interest rates no doubt an unsettling force. The S&P is currently down 1.3%. 

 

• Dairy prices at the overnight GDT auction posted a second consecutive (small) fall. The overall index fell 1.0% with 
WMP prices down 1.5%. There’s no impact on our Milk Price forecasts.  

 

• Day Ahead: The quiet data week continues with tomorrow morning’s FOMC minutes (6am NZT) the only release of 
any note. The Minutes promise to shed a bit more light on the Fed’s plans for QT (quantitative tightening, or bond 
sales). But it’s interest rates that spin markets’ wheels and we’re already well across the Fed’s views on that side of 
things. A 50bps hike in May has been well signalled and is now close to fully priced.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6943 -0.2% NZD/SEK 6.5446 -0.1% CRB Index 298.2 0.2% Dow 34641 -0.8%

NZD/AUD 0.9162 -0.6% NZD/NOK 6.0806 0.3% NZX WMP NA NA S&P 500 4522 -1.3%

NZD/EUR 0.6367 0.5% NZD/THB 23.29 0.1% Gold $/o 1921 -0.6% NASDAQ 14204 -2.3%

NZD/JPY 85.83 0.6% AUD/USD 0.7578 0.5% WTI Oil $/b 102.0 -1.3% FTSE 7614 0.7%

NZD/GBP 0.5310 0.2% EUR/USD 1.0904 -0.6%  NZD Swap Rates (%) DAX 14424 -0.6%

NZD/CAD 0.8670 -0.1% USD/JPY 123.62 0.7% OCR 1.00 0.00 CAC-40 6646 -1.3%

NZD/CHF 0.6453 0.2% 10 Yr Bond Yields (%) 3mth 1.66 -0.01 H.Seng 22502 2.1%

NZD/HKD 5.4397 -0.1% NZ 3.25 -0.04 1yr 2.89 0.02 Nikkei 27788 0.2%

NZD/SGD 0.9438 0.0% US 2.55 0.16 2yr 3.42 0.04 ASX200 7528 0.2%

NZD/DKK 4.7351 0.4% Aust 2.86 0.02 5yr 3.57 0.08 NZX50 12121 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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