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Caution abounds 
Caution remained evident in global markets, with investors fretful of the march higher in oil prices, the inflation 
outlook (we expect annual NZ CPI inflation to crack 7% this year), and the resilience of global consumers to the 
soaring cost of living. There are nerves over what central banks will do to try and combat elevated inflation (more 
rather than less judging by recent policy actions and hawkish rhetoric) and the impact on the global economy which 
is already slowing after the sugar pill rush of policy stimulus fades.  

Global equities were generally down.  The big 3 US indices – DOW, S&P 500 and Nasdaq – were down 0.6% to 1.0% 
on generally lighter volumes, with implied volatility (VIX 24.6) at its lowest for around a month. Stocks were down 
for most segments in the S&P500. 

European bourses fell on their open and closed slightly down ahead of tonight’s ECB decision (FTSE100 -0.1%, Euro 
Stoxx 50 -0.5%, Dax -0.80%). The stronger than expected final reading of Q1 Eurozone GDP (0.6% qoq, 5.4% yoy) 
provided a brief boost. Chinese technology stocks and Asian stocks more generally rallied on hopes of recovery given 
recent announced policies to ease transport bottlenecks and ease supply chain frictions and the levelling off in 
COVID-19 flare-ups in Shanghai and Beijing. The NZX 50 ended yesterday flat with the ASX 200 (+0.4%) paring back 
some of its post-RBA Tuesday losses. 

Bond yields were up. US treasury yields nudged 4-6bps higher across the curve (2Y 2.77%, 10Y 3.02%) with most 
segments yielding above 3%. Rises were also evident in European government bond yields (UK 10Y 2.24%, Ger 10Y 
1.35%), given the stronger Eurozone data and with markets wary of a hawkish ECB message tonight. Australian bond 
yields partly unwound their post RBA-hike jump. Market pricing has roughly 100bps of RBA hikes over the next 
couple of meetings with the cash rate hitting 3% in early 2023. 

Commodity prices were generally higher. Tight supplies and rebounding demand from China have provided support 
to oil prices which were up over 2-3% for near-term contract prices for WTI (USD122 per barrel) and Brent (USD124) 
overnight. They took year to date gains to 60% and if sustained the recent rises spell more pain at the pump for 
beleaguered NZ consumers. 

NZ Crown financial statements for April showed the public finances close to Treasury forecasts with stronger than 
expected revenues due to timing differences. Capacity constraints look to have delayed some spending programmes, 
but we expect Government spending to move higher, providing a boost to demand and inflation. Yesterday Finance 
Minister Robertson remained ‘confident about the resilience of the NZ economy’ in spite of the likely lasting impacts 
of supply chain disruptions and reaffirmed the commitment to return to an Obegal surplus by 2024/25. 

Local update: NZ yields have ground higher after the RBA’s hawkish surprise with swap yields moving above 4% for 
most tenors. The bellwether NZ 2-year yield peaked at 3.96%, a 4-week high and with 10-year NZ Government bond 
yields at around 3.75% the highest in close to a month. OIS market pricing has close to 200bps of hikes until February 
2023 (circa 4% OCR peak). We expect 150bp of hikes by then (3.5% OCR) but then cuts from early 2024. 

FX Update: Oscillating risk aversion has seen some modest volatility in currency markets overnight, with the USD 
index retracing earlier losses, with the greenback along with the euro at the top of the G10 currency standing. 
Generally higher global yields have weighed on the yen which has fallen to fresh 20-year lows against the USD. The 
NZD (0.645 USD) and AUD (0.720) were also on the outer with the kiwi trading in a 0.643 – 0.648 USD range 
overnight. The recent compression of interest rate differentials has kept the kiwi sub 90 Australian cents (0.896 
AUD), with the NZD trading in a tight range against the AUD since Tuesday’s RBA 50bp hike. 

Day ahead: Little domestically both here and Australia, with NZDM tendering $230m of the 2025, 2032 and 2040 
lines. Stronger growth in exports is expected to lift the May Chinese trade surplus (mkt: USD57.7bn). US jobless 
claims data should show a still-tight US labour market. Having earlier signalled rates lift-off will start in July the ECB 
are widely expected to hold policy interest rates tonight and signal the cessation of asset purchases at the end of this 
month. Risks are tiled to a more hawkish statement. 
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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 0.6448 -0.7% NZD/SEK 6.333 -0.3% NZX WMP 4180.0 -0.4% Dow 32896 -0.7%

NZD/AUD 0.8965 -0.1% NZD/DKK 4.476 -0.8% Gold $/o 1853.1 0.0% S&P 500 4123 -0.9%

NZD/EUR 0.6017 -0.8% NZD/THB 22.3 -0.4% WTI Oil $/b 122.1 2.3% NASDAQ 12084 -0.6%

NZD/JPY 86.55 0.5% AUD/USD 0.7192 -0.5% Money Market (%) FTSE 7593 -0.1%

NZD/GBP 0.5142 -0.3% EUR/USD 1.072 0.1% 90 Day BB 2.52 0.00 CAC-40 6449 -0.8%

NZD/CAD 0.8097 -0.5% USD/JPY 134.2 1.2% OCR 2.00 0.00 DAX 14446 -0.8%

NZD/CHF 0.6309 -0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 22015 2.2%

NZD/HKD 5.060 -0.7% NZ 3.77 0.03 1yr 3.62 0.03 Nikkei 28234 1.0%

NZD/SGD 0.8874 -0.5% US 3.03 0.05 2yr 3.97 0.04 ASX200 7121 0.4%

NZD/CNH 4.316 -0.8% Aust 3.55 -0.01 5yr 4.04 0.04 NZX50 11266 0.0%
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