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Equities tumble, yields jump on market flip-flop 

• Markets have had a shocker overnight. Sharemarkets have suffered deep declines across the board, with the 

growth-sensitive Nasdaq tumbling 5% (its largest intraday fall since September 2020) and the S&P500 down 3.4% 

(which is pretty large for the blue-chip index). Both indices have now more than erased the gains they made in 

their rally after the FOMC announcement yesterday, when the Fed’s decision to raise rates by ‘only’ 50bps was 

perceived as dovish by the market. Similarly, the VIX – the usual benchmark of market volatility – has shot right 

back up. 

• Yields are also back on the march. Treasury yields have lifted substantially and the curve steepening, stretching 

from a 6bps lift in the 2-year to a 12bps jump in the 10-year. That lift in the 10-year has been more than enough 

to offset its fall in the aftermath of the FOMC announcement, while the 2-year is still as much as 10bps below its 

pre-Fed level. While Treasuries have experienced the sharpest moves overnight, rising yields and curve 

steepening have followed elsewhere in Europe and North America in the usual fashion.  

• In typically grand fashion, analysts have described the overnight moves as a ‘capitulation’ trade per the 

Financial Times. While markets interpreted Jerome Powell’s comments as dovish yesterday given he appeared to 

rule out hiking in 75bps increments, the reality that yesterday’s 50bps hike will be just one in potentially quite a 

lengthy tightening cycle has sunk in over the last 24 hours. Markets have thus been reinterpreting the Fed’s 

signals as a bit more hawkish (look sometimes birdwatching is hard). To add to that, there’s the usual ‘take your 

pick’ smorgasbord of anxieties around surging energy prices, the ongoing lockdowns in China and the broader 

global recession risks.  

• Comments by the Bank of England overnight probably added further fuel to the fire. Threadneedle Street raised 

its policy rate by a mere 25bps to 1%, but the emphasis was on its forecasts rather than headlines moves. The 

Bank now sees inflation lifting north of 10% (!) this year and warned of the risk of recession – revising its GDP 

forecast to show a contraction over 2023. 

• In the currency market, the risk-off tone has supported the usual safe-haven suspects. USD has led the pack, 

gaining 0.5-2.5% against all of its G10 peers. On the other end of the spectrum, GBP sold-off in the aftermath of 

the Bank of England’s statement. NZD has also been a soft performer, trending down to near 0.6430 against the 

USD, but managing a small bounce against the similarly-underperforming AUD to circa 0.9040. 

• Data wrap: No surprised from the March Aussie trade data – exports flat (survey: +3%) and imports dropping 5% 

(as surveyed). March Aussie building approval dropped 18.5% (a bit worse than a surveyed -12%).  

• Chinese PMI data yesterday also underperformed expectations in another sign local activity is being hit by 

prolonged regional lockdowns. The composite and services PMIs came in at 37.2 and 36.2 respectively in April, 

having both been above 40 last month, underperforming market expectations of a smaller contraction. 

• Day ahead: After the excitement of this week’s monetary policy statements, markets will get a bit of a breather 

over the next 24 hours. There’s no major data round the traps locally or offshore during the daylight. Overnight, 

economic trainspotters will have to make do with Canadian employment data and US non-farm payrolls. Expect 

both to be very strong (we expect unemployment rates of 5.2% and 3.5% respectively).  
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Currencies Currencies Commodities Equities

NZD/USD 0.6428 -1.8% NZD/SEK 6.392 0.1% NZX WMP 3750.0 1.1% Dow 32926 -3.3%

NZD/AUD 0.9041 0.3% NZD/DKK 4.534 -1.1% Gold $/o 1878.1 -0.2% S&P 500 4132 -3.9%

NZD/EUR 0.6093 -1.1% NZD/THB 22.1 -0.8% WTI Oil $/b 108.3 0.4% NASDAQ 12281 -5.2%

NZD/JPY 83.60 0.4% AUD/USD 0.7110 -2.0% Money Market (%) FTSE 7503 0.1%

NZD/GBP 0.5200 0.4% EUR/USD 1.055 -0.7% 90 Day BB 2.13 0.02 CAC-40 6368 -0.4%

NZD/CAD 0.8251 -1.0% USD/JPY 130.1 0.8% OCR 1.50 0.00 DAX 13903 -0.5%

NZD/CHF 0.6332 -0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20793 -0.4%

NZD/HKD 5.046 -1.7% NZ 3.75 -0.06 1yr 3.39 -0.05 Nikkei 26819 -0.1%

NZD/SGD 0.8889 -1.1% US 3.05 0.11 2yr 3.89 -0.03 ASX200 7365 0.8%

NZD/CNH 4.299 -1.1% Aust 3.39 -0.15 5yr 4.04 -0.03 NZX50 11748 0.0%
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