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European assets underperform as Ukraine crisis rolls on 

Geopolitical rumblings remain the focus of international news, with the IMF warning of widespread supply disruptions 
and price shocks stemming from Russia’s invasion of Ukraine. In Ukraine, Russia has succeeded in taking control over 
swathes of southeastern Ukraine, but has failed to gain much ground elsewhere and there appears to be widespread civil 
resistance in Russian-occupied cities like Kherson. Oh and Russian shelling set the Zaporizhzhia nuclear plant on fire. 
We’re not geopolitical analysts, but those in the know see few easy paths towards de-escalation or negotiated 
settlement, and a risk of further escalation. Half a world away in the Pacific, North Korea has launched its second missile 
test in the space of a week, a warning shot ahead of this week’s Presidential election in South Korea. Not now Kim. 

The most dramatic impact of the crisis on international markets remains some eye-popping lifts in commodity prices. 
Both Brent and WTI crude advanced again on Friday, ultimately ending the week up 20-25% on where they began it. That 
leap was much more dramatic than the gains seen in the first week of the conflict, which is a reflection of the tightening 
in Western sanctions on Russia. While imports of Russian oil and gas haven’t been directly banned by most western 
countries (yet), financial restrictions on entities like energy giants Rosneft and the broader crippling of the Russian 
economy are likely to put global energy supply under further pressure. Broader agri commodities have been moving up 
too – unsurprisingly given Ukraine is a major grain producer, wheat prices ended the week up around 40%. Yikes. 

In equity markets, European securities have diverged from their peers across the Atlantic. The key Wall Street indices 
ended the week a bit lower following choppy, sentiment-driven trading. The S&P500 and Dow Jones each shed 2.9% or 
thereabouts, while the tech-heavy Nasdaq (typically the most sensitive to the growth outlook) fell 4.42%. Given their 
proximity and trade exposures to Russia, European shares indices fell more markedly, with the majors down 9-17% 
across the board. NZX was one of the week’s better performers, managing a 1.83% gain. 

Over in the bond market, traders have been juggling headlines out of Ukraine with Central Bank signalling. The upshot 
has been a bit of a rollercoaster for yields. The yield on the US 10-year Treasury fell circa 20bps over the first part of the 
week as investors continued to pile into safe-haven assets, before clawing back all those losses as Fed Chair Jerome 
Powell emphasised the tightening cycle is still in the offing, and then finally declining again to end the week 9bps lower 
as a fresh bout of risk aversion hit markets at the end of the week. European yields fell even more sharply, with the 
yield on 10-year government bonds down 9-21bps across the continent.  

Among currencies, the euro and the pound underperformed last week (sensing a theme here?). For now, the prospect 
of higher commodity prices seems to be winning out over choppier risk sentiment, which is a boon for the Kiwi. NZD/USD 
lifted a cent-and-a-half last week to near 0.686, while EUR/USD and GBP/USD each shed another 2-3 cents over the 
week. The upshot saw NZD/EUR hit a four-and-a-half year high around 0.628, and NZD/GBP hit a four-month high near 
0.518. With the Aussie also making gains over the week, NZD/AUD ended the week a bit lower around the 0.931 mark. 

China watch: The National People’s Congress (the collective noun for a gathering of bureaucratic big cheeses) has set an 
annual growth target of 5.5% - its lowest in nearly 30 years, albeit still a pretty swift clip compared with most developed 
countries. Premier Li Kequiang cited the Ukraine conflict and recurrent COVID outbreaks as two big challenges, though 
the slowdown in the Chinese real estate sector is likely to be a big factor. Elsewhere, President Biden is reportedly 
looking to review tariffs on more than US$300 billion of Chinese goods before they expire – the administration hasn’t 
signalled it wants to remove any just yet, but that’s been the subject of speculation given inflation is running high. 

Data Wrap: The NZ consumer confidence survey on Friday showed widespread falls in sentiment amid the Omicron 
wave, plunging to record lows. In the US, non-farm payroll data bested expectations - adding 678k vs a 423k forecast. 

Day ahead: As has been the theme of late, expect the headlines in Ukraine to supersede most upcoming data prints. It’s 
a quiet start to a quiet week on the data front, with nothing out in NZ or Aussie today, and things also quiet overnight.  

This week’s highlights: It’s mainly second tier data released this week. On the local front, the last bits and pieces of 
partial data ahead of our final Q4 GDP forecast will drop – building work, business survey data and the economic survey 
of manufacturing. We currently expect the NZ economy grew 3.3% over Q4, largely – but not entirely – clawing back its 
contraction over Q3. Offshore, the big data highlight is in the US, where annual CPI inflation (out early Friday morning) is 
expected to accelerate to +7.9%. Elsewhere, Eurozone GDP data for Q4 is expected to show another 0.3% qoq lift on 
Tuesday night. For a full breakdown of the week’s goings on, check out our Economic Weekly this morning. 
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https://www.businessinsider.com.au/video-kherson-in-ukraine-defiant-as-thousands-protest-russias-occupation-2022-3?r=US&IR=T
https://edition.cnn.com/2022/03/03/europe/zaporizhzhia-nuclear-power-plant-fire-ukraine-intl-hnk/index.html
https://www.theguardian.com/world/2022/mar/04/russia-appears-to-have-no-way-out-as-putin-goes-all-in-ukraine
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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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