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Markets in holding pattern ahead of key inflation data 

Markets were generally quiet overnight and were largely in a holding pattern ahead of key US inflation data later this 
week, and with no major data or events to set direction. After a flurry in recent weeks there was little central bank 
chatter to stir markets up. The resumption of the Iran nuclear talks and a hopeful de-escalation of tensions in the Ukraine 
helped lighten the mood.  

Still, global yields have continued to grind higher. US Treasury 10-year yields (currently 1.95%) touched 1.97%, their 
highest since mid-2019, with 2-year yields (1.33%) at a post-pandemic high. Current market pricing has well over 5 full 
FOMC hikes priced in for 2022, with the growing possibility of a near-term 50bp hike.  Gains in US yields were generally 
outpaced by European counterparts, as the repercussions of last week’s hawkish ECB pivot continued to sink in. 
However, German bund yields were still in negative territory out to the 5-year tenor, with 10-year yields just 0.26%. 

The big-3 US equity indices - S&P 500, Dow and Nasdaq – were up around 1% overnight, with increases in big tech 
stocks, cyclicals and small caps. The Vix ‘fear index’ for US equities eased a notch to 21.7, well below late January peaks 
(39). However, with interest rates on the move up, 2022 so far has not been great for stocks, with the S&P500 and 
Nasdaq around 5% and 9% lower since the start of 2022. There were modest and mixed moves in the major European 
bourses. The NZX 50 (+0.5%, -5.5% since the start of 2022) and ASX 200 were higher (+1.1%, -3.5%).  

Yesterday, NZ yields ground higher with a curve steepening bias and outsized gains in NZ bond yields that briefly hit 
late 2018 highs (10Y 2.71%). Australian yields were boosted by speculation that the RBA could bring forward rate hikes as 
soon as June, with Australian 10-year bond yields (2.12%) hitting post-pandemic highs. Former RBA board member 
Edwards was also out suggesting the RBA could look at four rate hikes in 2022 (the market is pricing five). 

There was a pullback in oil and energy prices more generally, with geopolitical tensions on the wane and investors 
concerned the recent run-up in prices may have been overdone. Near-term contract prices for Brent and WTI were down 
around 2%, with the IEA calling for oil price drops in March as global production ramps up.  Oil prices have gained close 
to 20% in NZD terms since the start of the year, which is now being felt at the petrol pump and should further weigh on 
NZ household discretionary spending. 

RBNZ Governor Orr’s speech - “the future of money and innovation” – provided a heads up that the RBNZ was 
commencing Central Bank Digital Currency (CBDC) proof-of-concept design work. Orr noted no decision has yet been 
made if a CBDC would be adopted and what form it might take, with the timeframe looking to be multi-year. There was 
little market rection to the speech. 

Data wrap: The January NAB Business survey was mixed with business conditions falling 5 pts to +3 (trading conditions 
and employment lower), but confidence up 15pts to +3. Respondents were reportedly more confident Omicron 
disruptions will prove short-lived, with a household recovery expected to unfold.  

FX Update:  Higher yielding currencies were more in favour overnight, with the NZD, AUD, GBP and USD at the top of the 
G10 currency ladder, with the yen towards the bottom of the table and lower energy prices weighing on NOK.   The NZD 
traded in a tight 0.6625 – 0.6650 USD range overnight and is just over 93 Australian cents. The NZD is expected to range 
trade and remain sensitive to wider risk sentiment, with equity market direction a key barometer. 

Day Ahead: A quiet session ahead after the RBNZ delayed the release of its Q1 Business Survey of Expectations till Friday. 
Australian consumer confidence (Feb) is out today.  There is a scattering of 2nd tier out tonight (German trade balance, 
US wholesale trade) with speeches by the FOMC’s Mester and Bowman (both 2022 voters), BOE Chief Economist Pill and 
Bank of Canada Governor Macklem. Markets are looking ahead to the Friday morning US CPI print (mkt: 7.3% yoy, core 
CPI 5.9% yoy). The RBNZ Q1 survey of Expectations is out at 3pm on Friday. We are expecting short-term inflation 
expectations from the RBNZ survey to nudge higher (from 1Y 3.70%, 2Y 2.96% in the Q4 survey). If longer-term 
expectations move (5Y 2.17%, 10Y 197% in Q4) concertedly higher, its game on. Author: mark.smith4@asb.co.nz 
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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.  

 

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.6638 0.1% NZD/SEK 6.077 0.3% NZX WMP 4400.0 0.9% Dow 35436 0.9%

NZD/AUD 0.9308 0.0% NZD/DKK 4.331 0.3% Gold $/o 1827.1 0.4% S&P 500 4515 0.7%

NZD/EUR 0.5819 0.4% NZD/THB 21.8 -0.1% WTI Oil $/b 89.1 -2.5% NASDAQ 14155 0.9%

NZD/JPY 76.71 0.0% AUD/USD 0.7132 0.1% Money Market (%) FTSE 7567 -0.1%

NZD/GBP 0.4901 0.0% EUR/USD 1.141 -0.2% 90 Day BB 1.18 0.01 CAC-40 7028 0.3%

NZD/CAD 0.8438 -0.4% USD/JPY 115.6 0.4% OCR 0.75 0.00 DAX 15242 0.2%

NZD/CHF 0.6141 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24329 -1.0%

NZD/HKD 5.173 0.1% NZ 2.71 0.11 1yr 2.04 0.03 Nikkei 27285 0.1%

NZD/SGD 0.8931 0.3% US 1.96 0.04 2yr 2.52 0.04 ASX200 7187 1.1%

NZD/CNH 4.227 0.3% Aust 2.13 0.13 5yr 2.87 0.07 NZX50 12319 0.0%
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