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Central bankers keep foot on the gas pedal 

As was widely expected, the Bank of England held current policy settings, with the bank rate at a historic low 0.1%. 
While eight of the nine committee members voted to maintain the current rate of asset purchases at £150bn this year (to 
£895bn by year end), BOE Chief Economist Haldane dissented, preferring to trim them to £100bn. The Bank’s forecasts for 
GDP were revised up to 7.25% for 2021 (versus 5% back in February), the highest in more than 70 years, with the 
unemployment rate expected to peak at just 5.5% in late 2021 (vs. 7.75%). Although the BOE expected inflation to fall back 
towards its 2% target after spiking above it, Governor Bailey said the bank would need to stay alert to ensure this 
overshoot did not stay persistent. Time will tell. 

There were a number of other comments by global central bankers – including RBA Deputy Governor Debelle – which 
highlighted that policy makers were closely watching domestic and global developments, that the global outlook has 
turned out to be better than expected but that medium-term inflationary pressures had been contained and that 
continued policy accommodation was needed. 

Markets traded in sideways fashion last night, with increasing positivity over the global outlook and generally upbeat 
corporate earnings supporting stocks, despite a modest pullback in some technology stocks in the US and Europe. Equities 
were mixed in the Asian session with both the ASX 200 (-0.5%) and the NZX50 (-0.75%) lower. The shift to more speculative 
assets continued with soaring trading volumes for Crypto assets and rising prices. However, concerns that COVID-19 will 
slow demand in developing economies triggered a modest pullback in oil and energy prices. 

US Treasury yields were little changed overnight, with US 10-year yields (1.57%) trading in tight ranges. Local yields 
continued to grind higher, with 90-day bank bills (0.37%) hitting post-pandemic highs. The 2-year swap yield continued to 
trade above its pre-HLFS range and is currently 0.51%. There was solid demand for yesterday’s $300m NZDM tender with 
yields on the 2024,2028 and 2027 bonds trading slightly below mid-market levels. Australian bond yields were lower with a 
curve flattening bias.  

Geopolitical tensions continue to simmer with China warning the G7 to stay out of its affairs after G7 foreign ministers 
criticised China for human rights abuses and urged China to “participate constructively” in a ruled-based international 
system.  The AUD dipped and Australian government bond yields eased after China announced that it had indefinitely 
suspended its regular economic dialogue with Australia. The move is largely symbolic and followed a toughening on the 
Australian stance on China. The G7 summit is next month. 

The dataflow overnight was generally stronger than expected. US labour market data pointed to further improvement in 
labour market conditions with initial jobless claims (498k versus mkt:538k) at their lowest level since March 2020. 
Continuing claims ticked up to 3690k. Eurozone retail sales for March (+2.7% mom versus mkt: 1.6% mom) were stronger 
than expected as were German factory orders (3.0% mom). 

NZ data were robust and pointed to an intensification of inflationary pressure. Firms’ own activity expectations from the 
May ANZ NZ Business Outlook (+32) hit a four-year high, with strengthening employment (+22) and investment intentions 
(+21) and climbing profit expectations (+10). Cost expectations (+80) and pricing intentions (+58) hit record highs with 
inflation expectations (2.17%) at a 2½ year high.  March NZ residential consent issuance rebounded 17.9% mom (-19.3% 
mom in Feb), taking annual consent issuance above 41,000 dwellings, the highest level on record. Annual dwelling 
issuance hit a record high in Auckland (around 17,500) and the trend remains upward. Around 45% of issuance was for 
non-standalone housing, showing the continuing evolution of the circa $1.5 trillion NZ private housing stock.  We expect 
residential activity to remain at elevated levels over the next few years, significantly eroding dwelling supply shortfalls. 

FX comment: Commodity currencies were the strongest performers of the G10 overnight, with sterling, the USD and yen 
amongst the currency laggards. The NZD traded in a 0.7180 to 0.7240 USD range and is currently a shade under 93 
Australian cents.  Improving prospects for OECD economies and commodity prices should maintain solid NZD support. 

Day ahead: The RBNZ NZ Survey of Expectations (3pm) will likely show a firming in one- and two-year ahead inflation 
expectations towards (or slightly above) 2%, but we anticipate that longer-term inflation expectations will stay anchored 
close to 2%. At 1:30pm is the RBA Statement of Monetary Policy which is unlikely to attract much market reaction as the 
positive revisions to the growth and labour market outlook were already mentioned at Tuesday’s RBA cash rate decision.  
The data focal point this weekend will be April US Non-farm Payrolls, with market expectations of a 998k climb in jobs, 
with the unemployment rate ticking down to 5.8%. This should still leave the level of employment close to 7.5 million jobs 
below pre-pandemic levels. Author:  mark.smith4@asb.co.nx 
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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 0.7234 0.3% NZD/SEK 6.097 -0.4% NZX WMP 4260.0 0.5% Dow 34424 0.6%

NZD/AUD 0.9295 -0.2% NZD/DKK 4.460 -0.2% Gold $/o 1814.9 1.6% S&P 500 4177 0.3%

NZD/EUR 0.5997 -0.1% NZD/THB 22.6 0.7% WTI Oil $/b 64.7 -1.4% NASDAQ 13552 -0.3%

NZD/JPY 78.88 0.4% AUD/USD 0.7782 0.5% Money Market (%) FTSE 7076 0.5%

NZD/GBP 0.5206 0.4% EUR/USD 1.206 0.5% 90 Day BB 0.37 0.01 CAC-40 6357 0.3%

NZD/CAD 0.8810 -0.4% USD/JPY 109.1 -0.1% OCR 0.25 0.00 DAX 15197 0.2%

NZD/CHF 0.6571 -0.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28637 0.8%

NZD/HKD 5.619 0.3% NZ 1.71 -0.01 1yr 0.38 0.01 Nikkei 29331 1.8%

NZD/SGD 0.9644 0.1% US 1.56 0.00 2yr 0.51 0.00 ASX200 7062 -0.5%

NZD/CNH 4.675 -0.2% Aust 1.71 -0.04 5yr 1.15 0.01 NZX50 12752 -0.8%
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