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Comm prices recover a little ground as Fed readies another 75 
We’ve had another night where the tone in markets has been tentatively positive, earmarked by rising equities 
and a good night for the pro-cyclical currencies (like NZD). Analysts have cited the recent pullback in commodity 
prices this week as one reason for the loosening up in risk aversion – markets are punting that lower fuel costs down 
the track will help Central Bankers tame the inflation beast (though oil prices have actually tipped back up a bit 
overnight). US jobless claims have also come in a bit soft, which might hint the labour market is starting to moderate 
in what’s also a positive inflation signal. It’s way, way, way to early to tell though. 

Certainly, Central Bank hawks aren’t blinking, with the Fed’s James Bullard reiterating his resolve in raising rates, 
while the Fed’s Christopher Waller endorsed another 75bp-er. The upshot has seen Treasury yields advance a little, 
up 2-8bps off the back of a steepening curve – though the 2s10s curve is still inverted (2Y 3.028%, 10Y 3.006%). 
More dramatic, double-digit shifts have happened among European government bonds after the latest ECB minutes 
showed some council members wanted to start hiking more aggressively as the Bank belatedly starts tightening 
monetary policy. 

Equities have enjoyed another decent night. The Dow lifted 1%, the S&P500 rose 1.4%, while the growth-sensitive 
Nasdaq lifted 2%. That caps a four-day winning streak for US share markets, but it’s important to note indices are still 
a good 15% below where they were at the start of April. 

Both hard and soft commodities have regained some ground overnight after their falls earlier in the week. WTI 
and Brent Crude have both crawled back up north of USD$100 a barrel, though they remain 10-15% below where 
they were before they took their mid-week tumble. 

The combination of the more positive mood and some modest lifts in commodity prices has boosted the pro-
cyclical commodity currencies like NOK, AUD, CAD and NZD (albeit with the latter still unable to break through the 
62 US cents mark). Meanwhile, the safe-havens like USD, JPY and CHF have all lost ground. It’s also been a decent 
enough night for the GBP, which looks to have got a boost from Prime Minister Boris Johnson’s resignation 
announcement overnight, ending the UK government crisis. All-up, NZD/USD finished up around 0.6180, while 
NZD/AUD tracks a little lower to 0.9030. 

Data wrap: Aussie exports lifted 9% and imports lifted 6%, both bursting through expectations. US trade balance was 
a shade worse than forecast at -$85.5bn. US jobless claims lifted a little from 231k to 235k, accompanied by a lift in 
continuing claims to 1375k (versus a surveyed 1328k). German industrial production was weaker at +0.2% mom 
versus a surveyed +0.4% and down from +0.7% last month. 

Local recap: Slim pickings in terms of local data yesterday, with some very marginal firming in local yields from the 
night before. Swap yields nudged up 0-3½bps albeit with the curve flattening (2Y 3.81%, 10Y 3.80%), while 
government bond yields lifted 2-5bps (10Y: 3.65%). The NZX was one of the few Asia-Pacific equity indices to finish 
the day in the red (-0.16%), but that was after bucking the trend in the other direction yesterday, so it all comes out 
in the wash. 

Day ahead: Non-farm payroll data in the US tonight are the highlight as we close out the week. Our friends at CBA 
are relatively bullish on the outlook for job growth (+300k vs a surveyed +268k) and expect unemployment to remain 
steady at its current three-year low of 3.6%. In China, higher energy and food prices are likely to push up CPI and PPI 
inflation (+2.5%/yr and +6%/yr respectively), though those are still numbers most western policymakers would kill 
for. 
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Currencies Currencies Commodities Equities

NZD/USD 0.6173 0.4% NZD/SEK 6.506 0.4% NZX WMP 3880.0 -0.9% Dow 31385 1.1%

NZD/AUD 0.9028 -0.5% NZD/DKK 4.522 0.7% Gold $/o 1740.7 0.1% S&P 500 3903 1.5%

NZD/EUR 0.6077 0.6% NZD/THB 22.2 -0.1% WTI Oil $/b 102.7 4.3% NASDAQ 11621 2.3%

NZD/JPY 83.96 0.5% AUD/USD 0.6838 0.9% Money Market (%) FTSE 7189 1.1%

NZD/GBP 0.5134 -0.4% EUR/USD 1.016 -0.2% 90 Day BB 2.87 0.02 CAC-40 6007 1.6%

NZD/CAD 0.8010 -0.1% USD/JPY 136.0 0.1% OCR 2.00 0.00 DAX 12843 2.0%

NZD/CHF 0.6014 0.8% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21644 0.3%

NZD/HKD 4.844 -1.9% NZ 3.64 0.02 1yr 3.71 0.03 Nikkei 26491 1.5%

NZD/SGD 0.8647 0.1% US 3.00 0.07 2yr 3.81 0.04 ASX200 6648 0.8%

NZD/CNH 4.132 0.7% Aust 3.47 0.06 5yr 3.72 0.02 NZX50 11112 0.0%
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