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Commodity prices show no sign of taking a breather 

Markets have largely picked up where they left off as we begin the week, with risk sentiment on the back foot. 
Ceasefire talks between Russia and Ukraine have yet to yield any serious progress according to Bloomberg. With no end 
to the invasion just yet, the European Commission has signalled its intention to cut its dependence on Russian oil and gas 
by more than 80% over the course of the year.  

The upshot has seen equities continue to tumble. The D&P 500, Dow and Nasdaq are down 1.97%, 1.90% and 2.48% 
respectively. European indices are down more modestly by 0.5-2.0%, but it’s all much of a muchness. Given they suffered 
bigger declines last week they’ve still underperformed their North American peers significantly since the conflict began. 

Commodity prices have continued to build on last week’s gains. Among energy commodities, oil prices are up another 
5-7%, while gasoil prices are up as much as 10%. Speculation that the Biden administration may move to ban imports of 
Russian oil will have helped fuel the moves (no pun intended). For now, the biggest and most notable impact of the 
Ukraine conflict on Kiwis is likely to be a bit more pain at the petrol pump. On the agri side of the fence, wheat prices 
have jumped another 7% as markets anticipate supply disruptions stemming from the occupation. 

Treasury yields and their peers are mostly higher overnight. While the conflict in Ukraine is broadly a negative for global 
growth, given the biggest (economic) impacts seem to be on energy prices thus far, the more immediate risk is a higher 
and more sustained lift in inflationary pressure around the world (to complicate matters further, higher energy prices are 
a negative for the growth outlook too given many firms globally are running up against serious capacity pressures). The 
upshot has seen Treasury yields 3-6 bps higher across the curve. Once again, the more dramatic moves are coming in 
Europe, particularly the UK, where bond yields are up 9-11bps. 

On the currency front, the USD is back to playing its safe haven role, though that might also be the greenback clawing 
back some ground against commodity currencies after its losses last week. Key commodity currencies like CAD and AUD 
are mixed, though the latter is still well up on where it was pre-invasion. Notably the Swiss Franc, another typical safe 
haven asset, has moved lower against much of the rest of the G10. NZD/USD is a smidge lower around 0.683, but the 
Kiwi lifted to 0.932 against the Aussie. 

Local Recap: A soggy day for market sentiment across the Pacific, which saw equities uniformly in the red (including a 
1.9% fall for the NZX). Sentiment took its cues from the ongoing crisis in Ukraine and its implications for global energy 
prices, with little in the way of data prints or local event risk round the traps. NZ government bond yields pared back a 
smidgen (down 3-5½ bps), with swap yields also edging lower (down 2½-3½ bps). Despite those falls, markets still expect 
the RBNZ to keep soldiering on with the tightening cycle regardless, with OIS pricing relatively little changed. That’s 
probably the correct view, given for now, the conflict seems likely to further exacerbate supply chain woes and energy 
costs than materially weaken the NZ labour market via softer global growth (a point Governor Orr alluded to at the RBNZ 
press conference a fortnight ago). 

China Data Dump: Chinese export growth slightly underperformed our CBA colleagues’ forecast, lifting 16.3% year-on-
year YTD (CBA: +18%), which is still fairly solid. Year-to-date imports lifted 15.5% yoy (CBA: +15%), taking the trade 
balance to just shy of US$116bn. 

Day ahead: Locally, we’ll get the building work data for Q4 – one of the final inputs into our broader GDP forecast. We’re 
expecting a 13% lift as the construction sector bounces back from Q3’s fall, though activity is likely to soften from here 
on out. Offshore, CBA’ Household Spending Intentions Index is released, as is NAB’s business survey. Recent data has 
shown the Omicron wave hitting headline readings, with inflationary expectations continuing to mount. Japanese 
Balance of Payments data is also out, though it’s hard to see that attracting much attention from Kiwis. Things are quiet 
on the data front overnight – with the risk of stating the obvious, geopolitics are likely to remain the big focus for 
markets. Author: nathaniel.keall@asb.co.nz 
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Currencies Currencies Commodities Equities

NZD/USD 0.6828 -0.3% NZD/SEK 6.823 1.1% NZX WMP 4800.0 0.0% Dow 33021 -1.8%

NZD/AUD 0.9326 0.2% NZD/DKK 4.667 0.1% Gold $/o 1994.2 1.2% S&P 500 4233 -2.2%

NZD/EUR 0.6271 0.1% NZD/THB 22.5 0.7% WTI Oil $/b 120.7 4.3% NASDAQ 12983 -2.6%

NZD/JPY 78.78 0.4% AUD/USD 0.7322 -0.5% Money Market (%) FTSE 6959 -0.4%

NZD/GBP 0.5202 0.4% EUR/USD 1.089 -0.3% 90 Day BB 1.34 0.01 CAC-40 5982 -1.3%

NZD/CAD 0.8737 0.2% USD/JPY 115.4 0.4% OCR 1.00 0.00 DAX 12835 -2.0%

NZD/CHF 0.6319 0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21058 -3.9%

NZD/HKD 5.339 3.3% NZ 2.74 -0.05 1yr 2.31 0.04 Nikkei 25221 -2.9%

NZD/SGD 0.9296 -0.3% US 1.74 0.01 2yr 2.80 -0.01 ASX200 7039 -1.0%

NZD/CNH 4.319 0.1% Aust 2.14 -0.01 5yr 3.04 0.00 NZX50 11913 0.0%
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