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NZD/AUD susceptible to larger RBA move  

Those turning on their work phones this morning after the long weekend won’t notice too much of a change from 
Friday. Global asset markets have been fairly calm through Friday night and yesterday’s holiday. 

Sharemarkets have drifted a little lower (S&P500 down 1.5% from Thursday’s close), commodity prices are up 
slightly (oil US$118/barrel), and bond yields have continued their uptrend (US 10-year treasury yield back above 3%). 
Movements in FX markets have been small, but a mild lift in the USD has won the day thanks to the sentiment 
wobble, pushing the NZD/USD back down to around 0.6500 from around 0.6560 Friday morning. We expect the 
NZD/USD recovery to resume this week (see below). 

Good US economic news remains bad news. Friday’s US employment figures were strong, but the read-across for 
markets was that the Fed needs to remain super-hawkish (hence the higher yields, lower stocks reaction noted 
above). Markets fully price two 50bps rate hikes from the next two Fed meetings. Jobs rose by 390k vs. 325k 
expected with a steady 3.6% unemployment rate (3.5% expected). The ISM services index was a touch disappointing 
(55.9 in May vs. 56.4 expected) but largely ignored.  

Yesterday’s Caixin Chinese PMIs provided more evidence the Chinese slowdown is stabilising, something that is 
important for NZD and AUD. The Caixin composite PMI rose to 42.2 in May from 37.2 in April. Still, the lift in the 
services PMI (to 41.4 from 36.2) was well below expectations of 46.0.  

FX wrap: Last week was all about consolidation for the NZD/USD, following the prior week’s heroics. The currency 
held a tight 0.6450—0.6600 range, with easing interest rate differentials and a weaker USD tended to cancel each 
other out as drivers.  

In the background, we suspect the slow improvement in the China COVID situation is helping to steady NZD and 
AUD sentiment. Assuming this remains in play, we expect the NZD/USD to remain on a rocky road higher. The next 
key resistance level is eyed around 0.6600. There’s little in the way of event risk to trip the NZD up this week (see 
below).   

Week ahead: Locally, we get the final few pieces of the Q1 GDP data puzzle, following which we will finalise our GDP 
pick (currently 0.2% q/q). May card spending figures on Friday are expected to show a 3% m/m fall, highlighting what 
we expect to be one of this year’s economic weak spots – discretionary spending. Offshore, it’s a pretty sparce week 
for data-watchers. Chinese May trade figures, Eurozone first quarter GDP growth (widely expected to hold at 5.1% 
y/y), Aussie employment, and May US CPI will be the highlights. Confirmation the peak in US inflation is behind us is 
expected from the latter, albeit with a May’s expected 8.1% print not far from the March 8.5% high. 

Central bank meetings present the biggest market-moving potential. Our CBA colleagues expect a second 25bps 
hike from the RBA this afternoon, taking the cash rate to 0.6%. There’s a strong chance of a larger 40bps lift though 
which, if delivered, would see NZD/AUD pushed back below 0.9000.  

The ECB policy meeting will be the week’s main event. No change in policy is expected. Despite headline inflation 
over 8% and core inflation north of 3.5%, the ECB Governing Council have been talking up the July meeting as the 
lift-off date for its main policy rate (which is still -0.5% let’s not forget). Market pricing is already consistent with a 
positive policy rate by September, so the hurdle for a hawkish (EUR positive, NZD/EUR negative) surprise looks high.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6491 -0.3% NZD/SEK 6.357 0.1% NZX WMP 4150.0 0.0% Dow 32916 0.0%

NZD/AUD 0.9023 0.0% NZD/DKK 4.515 0.0% Gold $/o 1842.0 -0.5% S&P 500 4121 0.3%

NZD/EUR 0.6068 -0.1% NZD/THB 22.3 -0.1% WTI Oil $/b 118.5 -0.3% NASDAQ 12061 0.4%

NZD/JPY 85.59 0.4% AUD/USD 0.7195 -0.3% Money Market (%) FTSE 7608 1.0%

NZD/GBP 0.5180 -0.6% EUR/USD 1.070 -0.2% 90 Day BB 2.49 0.00 CAC-40 6549 1.0%

NZD/CAD 0.8164 -0.4% USD/JPY 131.9 0.7% OCR 2.00 0.00 DAX 14654 1.3%

NZD/CHF 0.6301 0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21654 2.7%

NZD/HKD 5.092 -0.3% NZ 3.68 0.00 1yr 3.56 0.00 Nikkei 27916 0.6%

NZD/SGD 0.8935 -0.1% US 3.04 0.11 2yr 3.86 -0.02 ASX200 7206 -0.4%

NZD/CNH 4.321 0.0% Aust 3.49 0.00 5yr 3.92 -0.02 NZX50 11417 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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