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NZD recovers over the long weekend 

USD slumped on Friday after US Non-farm Payrolls for May showed employment expanded by less than expected.  That 
reversed the weakness we had seen in NZD/USD last Thursday, and the exchange rate is consolidating above 0.7200. 

US Non-farm Payrolls (employment) rose by 559,000 in May (survey: +675,000). However, the unemployment rate still fell 
from 6.1% to 5.8% (survey 5.9%), and average hourly earnings lifted by 0.5% to be up 2% on a year ago (survey: +1.6%). 

US sharemarkets climbed to near all-time highs on Friday, pushed higher by gains in technology shares. Over the week the 
Dow Jones rose by 0.7%, the S&P 500 gained 0.6% and the Nasdaq was 0.5% higher. In overnight trade US shares have 
been directionless, and the three major indices are modestly in the red at the time of writing. Over the past week US 10-
year yields lost 4 points to  trade around 1.58%.  

US Treasury Secretary Janet Yellen’s comments on interest rates over the weekend were not a prediction or 
recommendation about the Fed Funds rate trajectory but a reference to a level of interest rate consistent with an 
economy at equilibrium.  Yellen stated “if we ended up with a slightly higher interest rate environment it would actually be 
a plus for society’s point of view and the Fed’s point of view”. 

Meanwhile, the local sharemarket gained 0.8% last week, but remains 8% off its peak set back in January. The local 10-
year yield was little changed on week-ago levels. 

S&P affirmed Australia’s credit rating yesterday and have returned Australia to AAA (Stable).  S&P are confident that the 
iron ore price will be much higher than the Government estimates. 

Day ahead:  In Australia The NAB business survey is released today while UK’s Q1 GDP data are due tonight.   

Week ahead local: ANZ’s latest business confidence report is due tomorrow.  Business sentiment has continued to lift 
throughout April and May, with ANZ own activity expectations climbing in May to be at above average levels (10-year 
historical average). Electronic Card Transactions (retail spending) data for May are due Thursday.  We expect a modest 
pullback from the strong April spend that was boosted by the school holiday’s, still resurgent housing market and the 
boost provided by the reopening of the trans-Tasman travel bubble on April 19.  

Week ahead offshore: In Australia the Westpac/MI consumer sentiment report is scheduled for Wednesday, and RBA 
Assistant Governor Kent will give a speech and be on a panel at the KangaNews Debt Capital Markets Summit. Both the 
European and Canadian central banks will meet this week to discuss monetary policy.  The ECB is widely expected to make 
no policy or forward guidance changes on Thursday. Improving Eurozone economic and inflation dynamics suggest the ECB 
will announce a scale down in the pace of asset purchases under the pandemic emergency purchase programme (PEPP) 
over Q3.  The BOC (Wednesday) is expected to make no policy changes and emphasise again it expects to keep the 
overnight rate at 0.25% until “some time in the second half of 2022”. This risk is the BOC further trims the pace of bond 
purchases from the current clip of C$3bn/week. In the UK the April GDP figures are scheduled for release.  The composite 
Markit PMI points to solid GDP growth in April. The main economic release to note in the US is the CPI for May (Thursday).  
Inflation readings are being watched extra closely at present for signs of stronger inflationary pressures.  We estimate 
annual headline CPI continued to accelerate in May.  We forecast Chinese CPI inflation (Wednesday) to accelerate to 
1.5%/yr in May because of a comparison with the weakness in 2020 and recovering domestic demand. Chinese PPI 
inflation may lift to 8.5%/yr because of the strength in commodity prices. Author: chris.tennent-brown@asb.co.nz  

 
 

Currencies Currencies Commodities Equities

NZD/USD 0.7235 0.5% NZD/SEK 5.976 0.2% NZX WMP 4000.0 -1.6% Dow 34627 -0.4%

NZD/AUD 0.9322 0.2% NZD/DKK 4.412 0.3% Gold $/o 1899.7 0.4% S&P 500 4225 -0.1%

NZD/EUR 0.5932 0.3% NZD/THB 22.6 0.6% WTI Oil $/b 69.4 -0.4% NASDAQ 13883 0.5%

NZD/JPY 79.03 0.3% AUD/USD 0.7761 0.3% Money Market (%) FTSE 7077 0.1%

NZD/GBP 0.5101 0.3% EUR/USD 1.220 0.3% 90 Day BB 0.32 0.00 CAC-40 6544 0.4%

NZD/CAD 0.8734 0.3% USD/JPY 109.2 -0.3% OCR 0.25 0.00 DAX 15677 -0.1%

NZD/CHF 0.6491 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28787 -0.5%

NZD/HKD 5.614 -0.6% NZ 1.84 0.00 1yr 0.36 0.00 Nikkei 29019 0.3%

NZD/SGD 0.9567 0.4% US 1.57 0.01 2yr 0.58 0.00 ASX200 7282 -0.2%

NZD/CNH 4.620 0.3% Aust 1.64 -0.05 5yr 1.30 0.00 NZX50 12496 0.5%
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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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