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Delta spreads in NZ but markets in more positive mindset overnight 

The delta variant outbreak continues to spread in NZ, with 29 new community cases reported yesterday (5 in the Waikato) 
as well as one last night in Northland. This raises the risk of more prolonged and more geographically widespread 
restrictions (this is already happening in the Waikato), which in turn is expected to weigh on the post lockdown bounce in 
economic activity.  Hopes of a V shaped recovery are fading and the case for more gradual OCR tightening is growing. 

Markets traded with a positive vibe last night, boosted by an alleviation of US debt ceiling concerns. This followed the 
olive branch being provided by Republican Senate Minority leader McConnell offered Democrats a temporary debt limit 
extension (till early December) to buy more time for negotiations. Senate Democrats are hoping for a Senate vote on the 
short-term debt cap deal over the next day or two. However, both parties are at loggerheads beyond this short-term fix. 
There is some reluctance by the Democrats to unilaterally raise the limit beyond that via reconciliation given the pending 
congressional elections. 

Increasing optimism over global demand helped push up commodity prices. Concerns over an energy crunch in Europe 
look to have subsided, for now at least.  Earlier signals by Russia that it will provide additional gas supply helped drive gas 
prices lower overnight. However, oil prices rose after the US Energy Department said it had no plans “at this time” to tap 
into US oil reserves.   

Soothing tones on the inflation outlook by FOMC member Mester (2022 voter) were also supportive, with comments 
expecting that much of the uplift in inflation will subside over time. Earlier FOMC 2021 voter Tom Barkin also noted that 
factors boosting wages and prices - were likely to prove temporary, with the FOMC taking a wait and see approach.  This 
contrasts with the more pre-emptive RBNZ approach (the OCR is now moving up) despite the NZ economy facing similar 
challenges. 

Global equities were general firmer.  US equities sprang higher upon their opening and have sustained those earlier 
increases. The major US indices are currently up 1-1.5% upon their open. European bourses were up around 2% overnight. 
Asian stocks were buoyed by the detente on the debt ceiling, with Chinese technology and property stocks rebounding 
from earlier lows, with solid gains in the Hang Seng, and Korean indices. The lower NZSX 50 (-0.5%) bucked the climbing 
trend (ASX 200 +0.70%).   

The Global yields ratcheted higher, with yield curves steepening. US 10-year Treasury yields (1.57%) have continued to 
grind higher and are approaching 4-month highs.  NZ yields were little changed and were little different from pre-OCR 
announcement levels. Australasian government bond yields retraced their previous climb. Yesterday’s $500m NZDM 
tender of the 2024, 2032 and 2041 bond attracted strong demand, with a bid-to-cover ratio of just under 3.  

Data wrap: Weekly US initial jobless claims came in stronger than expected at 326k (mkt: 348k), the lowest in a month. 
Continuing claims dropped to 2714k, back to around post-pandemic lows. German industrial production slumped 4% in 
August (mkt: -1.0% mom) following the weaker factory orders data and pointing to slowing momentum in the European 
manufacturing powerhouse. Australian payroll jobs fell by 0.7% in the two weeks to 11 September 2021 with further falls 
in the locked down jurisdictions of NSW, Victoria and the ACT.  The upcoming September labour force survey will likely 
show another large fall in employment and hours worked in the month.  

FX Update: Given the improved tone to global markets, the AUD and NZD) were amongst the strongest currency 
performers in the G10 overnight, although the magnitude of moves was generally modest. The kiwi traded in a 0.691 – 
0.695 USD range overnight and is currently below pre-OCR announcement levels. The NZD had continued to grind lower 
against the AUD and is sitting at 94.8 Australian cents. Nevertheless, we remain constructive on the NZD outlook, with 
positive NZ yields differentials and strong export commodity prices acting as key supports. 

Day ahead: Quiet here and abroad, with the 1pm NZ COVID-19 briefing the major event. The Services PMI is out today for 
China (mkt: 49.2, prior 46.7), with the September US labour market report the focus tonight. Market expectations are for a 
500k payrolls print, with the unemployment rate ticking down to 5.1 % (from 5.2%). Have a safe and enjoyable weekend 
everyone. Author: mark.smith4@asb.co.nz     
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Currencies Currencies Commodities Equities

NZD/USD 0.6934 0.3% NZD/SEK 6.093 0.1% NZX WMP 3780.0 0.1% Dow 34812 1.2%

NZD/AUD 0.9485 -0.2% NZD/DKK 4.466 0.3% Gold $/o 1755.9 -0.4% S&P 500 4406 1.0%

NZD/EUR 0.6002 0.2% NZD/THB 23.4 0.2% WTI Oil $/b 78.4 1.2% NASDAQ 14691 1.3%

NZD/JPY 77.40 0.1% AUD/USD 0.7310 0.5% Money Market (%) FTSE 7078 1.2%

NZD/GBP 0.5092 0.1% EUR/USD 1.155 0.0% 90 Day BB 0.66 -0.02 CAC-40 6600 1.6%

NZD/CAD 0.8705 -1.1% USD/JPY 111.6 0.2% OCR 0.50 0.00 DAX 15251 1.9%

NZD/CHF 0.6442 0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24702 3.1%

NZD/HKD 5.399 0.3% NZ 2.09 -0.02 1yr 1.09 0.00 Nikkei 27678 0.5%

NZD/SGD 0.9422 0.3% US 1.57 0.05 2yr 1.42 0.01 ASX200 7257 0.7%

NZD/CNH 4.477 0.3% Aust 1.59 -0.03 5yr 1.85 -0.01 NZX50 13105 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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