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Skittish markets overnight  

Markets have remained skittish as the Ukrainian conflict has dragged on. Uncertainty is pronounced, with moves 
generally headline-driven. The US has continued to step up pressure on the Russian economy. Heavy shelling of 
Ukrainian cities has reportedly resumed, with a ceasefire proving short lived, fierce Ukrainian resistance and a mounting 
casualty count. Russian-Ukraine talks look to have made limited progress, although reports that Ukrainian President 
Zelensky is no longer pursuing NATO membership suggest a lot is happening behind the scenes.  

Moves have been particularly sharp in commodity markets.  Oil prices hit fresh 14-year highs after the US and UK 
announced bans on imports of Russian oil despite the earlier reluctance of Germany to support sanctions.  Nickel prices 
briefly doubled amid a short squeeze. Threats by Russian officials to cut natural gas supplies to Europe temporarily 
boosted European prices for natural gas, but prices have subsequently retraced. Wheat prices continue to set fresh 
record highs and concerns over food security and high food prices remain. 

Choppy trading ensued in global stocks. The major US equity indices are currently modestly higher upon their open on 
heavy trading volumes. The CBOE VIX measure of implied volatility has seesawed after touching late 2020 highs (37.5) 
early this morning. European stock indices were little changed, but most (excluding the FTSE 100) have declined by close 
to 20% since the start of this year. Equity indices were lower in Asia/Pacific markets. 

Government bond yields have moved higher. US Treasury yields were up 5 to 10bps across the curve, with largest gains 
around the 10-year tenor (1.87%).  Volumes traded were heavier than usual.  UK gilt (10Y 1.44%) and German bund (10Y 
0.11%) yields were up 10-15bps overnight. 

Local recap: NZ swap and government bond yields ground higher, with a widening in Bank Bill OIS spreads, the NZX 50 
down 1.4% and the NZD easing in afternoon trading. The change in OCR call by ANZ (50bp hikes in April and May and a 
3.50% OCR peak) provided a local push. Close to 80bps of OCR hikes are priced in by May, with the OCR expected to hit 
3.5% over 2023. NZ CPI inflation is on track to top 7% over the first half of 2022, but it is questionable how long the 
OCR can be above circa 2% neutral levels without driving the economy into the ground. 

It might be well in the rear vision mirror, but Q4 NZ work put in place showed an 8.9% qoq bounce after the 8.4% Q3 fall, 
with the level of activity just 0.2% shy of 2021 Q2 records. Residential building activity rose 5.2% qoq, with non-
residential building activity up 16% qoq. Maintaining this momentum will provide challenging over 2022. 

Other data: Both the Australian CBA survey of household spending intentions (+1.8% mom) and the NAB survey of 
business confidence (+13) and conditions (+9) showed a February recovery in demand and labour availability post the 
Omicron peak, but also signs of rising pricing pressures. German industrial production surprised to the upside (2.7% 
mom, mkt: +0.5% mom). The US January trade deficit rose to a record high USD89.7bn underpinned by surging imports 
of crude oil, capital equipment and consumer goods. 

FX Update:  The euro, NOK and SEK made modest gains overnight, with the USD index looking to have plateaued. The 
AUD and NZD were generally lower against most currency pairs. The NZD traded in a 0.6795 to 0.6850 USD range 
overnight and has firmed against the AUD (0.937). The NZD eased against the euro (to 0.625) but has gained roughly 5% 
since the start of the Ukrainian conflict.  

Day ahead: Locally, a plethora of inputs for Q4 GDP are released, including data for wholesale trade, manufacturing, the 
selected services survey data and business financial data. We will look to finalise our 3.1% qoq Q4 GDP pick later today, 
but the story is really about what will happen in 2022 and beyond. Westpac consumer confidence is out for Australia. 
With the overnight dataflow very light ahead of US inflation data and the ECB decision later this week, the Ukraine 
situation will dominate sentiment and market direction. Author: mark.smith4@asb.co,nz 
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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 0.6828 -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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