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Another quiet night ahead of ECB, US inflation data 

After becoming the first major central bank to edge towards a tightening bias last month, there were few surprises at the 
Bank of Canada statement overnight. The Bank maintained its key policy rate and its current scale of asset purchases but 
re-iterated the pace would slow as the recovery continues – tapering is expected at the next meeting in July.  

Overnight the spotlight in the world of central banking shifts from Banque du Canada’s neoclassical granite fortress to 
the ECB’s giant glass tower. Its fair to say the two bank’s meetings will prove similarly contrasting too. With the European 
recovery proving more sluggish than that in North America, and inflationary pressures less of a concern, the ECB will feel 
less pressure to back further away from its dovish tone. While the ECB is likely to scale back the pace of its asset purchase 
programme, we expect it to maintain its forward guidance and stress its willingness to be ready and willing with the 
stimulus. Of course, from a kiwi perspective, the shape of our recovery bears more of a resemblance to the North 
American recovery than that in Europe. 

The tone has been relatively muted overnight as global markets await the ECB and the latest US inflation data. Equities 
have been mixed (though bear in mind many indices are oscillating not far off record highs) – with the Dow easing 0.29%, 
the Nasdaq up 0.03% and the S&P500 unchanged. It’s been similarly mixed in the European session. Government bond 
yields have mostly edged lower with a bit of curve flattening (US 10-year Treasury: 1.49%). 

A few local headlines peppered the day yesterday. We had the last bits of pieces of data to incorporate into our Q1 GDP 
forecast, pointing to a bit of upside to our previous +0.4% qoq pick – we’ll be out with a revised forecast and a full preview 
on Friday. There was relatively little new in the latest ANZBO survey, serving up an extra helping of ‘lofty business 
confidence,’ with a side of ‘strengthening pricing intentions.’  

Yesterday also saw the release of the Climate Change Commission’s final report. There are various revisions following on 
from February’s draft, but most crucially, the commission has revised up its estimations of historic carbon emissions, 
implying a tougher starting point for emissions reduction. The Commission also lowered its estimates of dairy herd 
reduction, to account for farm management changes (meaning a forecast reduction in milk solids production of circa 4%). 

There were few notable headlines abroad. Comments from RBA Assistant Governor Chris Kent generated few headlines, 
but he did reiterate the line that the RBA expects inflation won’t ‘sustainably’ meet the 2-3% target range until 2024. 
Chinese inflation data was a mixed bag with consumer prices falling short of expectations (+1.3% yoy vs mkt: +1.6%), but 
upward pressure evident in producer prices (+9% yoy vs mkt: +8.5%). 

FX comment: In line with the relatively quiet night, there have been few dramatic moves in currency markets. Another 
relatively soft performance for commodity currencies with both AUD and NZD underperforming (the former happening 
despite broad gains for metal prices). NZD in particular fell against all of its G10 peers – as of the time of writing, NZD/USD 
is trading towards the bottom of its 0.717-0.722 overnight range. NZD/AUD sits around 0.928. Tonight’s US CPI release will 
be the week’s marquee event for currencies. 

Day ahead: Nothing major out locally today or across the Tasman, with the exception of NZ May electronic cards data. We 
expect a wee bit of a pullback from the strong April data, which was boosted by the trans-Tasman bubble euphoria and the 
desperate need for parents to keep kids occupied over the school hols. Overnight we’ve got the aforementioned ECB 
meeting, as well as the usual US weekly jobless claims and the May US CPI data (recall US inflation data is monthly, unlike 
its antipodean cousins). The latter is expected to show pricing pressures easing back a bit to +0.4% mom. Author: 
nathaniel.keall@asb.co.nz  

 

Currencies Currencies Commodities Equities

NZD/USD 0.7169 -0.4% NZD/SEK 5.926 -0.4% NZX WMP 4080.0 0.6% Dow 34468 -0.4%

NZD/AUD 0.9279 -0.2% NZD/DKK 4.379 -0.4% Gold $/o 1889.0 -0.2% S&P 500 4223 -0.1%

NZD/EUR 0.5889 -0.4% NZD/THB 22.3 -0.6% WTI Oil $/b 69.7 -0.4% NASDAQ 13911 -0.1%

NZD/JPY 78.62 -0.1% AUD/USD 0.7727 -0.1% Money Market (%) FTSE 7081 -0.2%

NZD/GBP 0.5081 -0.1% EUR/USD 1.218 0.0% 90 Day BB 0.32 0.00 CAC-40 6563 0.2%

NZD/CAD 0.8685 -0.4% USD/JPY 109.7 0.2% OCR 0.25 0.00 DAX 15581 -0.4%

NZD/CHF 0.6424 -0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28743 -0.1%

NZD/HKD 5.564 -0.4% NZ 1.76 -0.05 1yr 0.36 0.00 Nikkei 28861 -0.4%

NZD/SGD 0.9499 -0.3% US 1.49 -0.05 2yr 0.56 0.00 ASX200 7270 -0.3%

NZD/CNH 4.580 -0.4% Aust 1.58 -0.04 5yr 1.24 -0.02 NZX50 12567 0.4%
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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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