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Eurotrip 
Market sentiment has been pretty woeful overnight. There’ve been some chunky falls in equities, while investors 
have piled into the perennial safe haven assets like USD, JPY and the Swiss Franc. Yields have lifted across in the US 
and (especially) Europe. 

The highlight on the events calendar has been the latest ECB meeting. As all and sundry expected, the Bank opted 
to keep its policy rate on hold and cease asset purchases at the end of the month, paving the way for a hike in July. 
But the Bank also provided a bit more clarity on the path ahead than markets had been expecting, signalling a 
willingness to move in increments larger than 0.25% “if the medium-term outlook persists or deteriorates.” With the 
Bank also raising its medium-term inflation forecasts above its 2% target and Christine Lagarde describing inflation 
risks as “primarily on the upside” a larger hike in September looks like a very real possibility. 

Markets have interpreted those ECB signals as hawkish. European government bond yields have lifted across the 
board, with the sharpest lifts in the belly of the curve. Riskier Italian bonds are 16-20bps higher, but there have been 
some solid lifts in German yields too (up 3-14bps). Shifts in US Treasury yields overnight have been less marked after 
having already lifted sharply over recent weeks, up around 2-5bps. 

It’s been a soggy session for equities. Major sharemarkets are a sea of red across both North America and Europe. 
Wall Street indices have slid about 1-2%, with the growth-sensitive Nasdaq experiencing its usual underperformance. 
European shares have fallen by a similar magnitude, with the pan-European STOXX index down 1.7%. The culprit 
cited by analysts is investor angst around the speed and degree of tightening global central banks are embarking on, 
and the implications for growth. The ECB’s shift overnight is one of the most dramatic signals of that dynamic yet, 
given its long been the dovish laggard among major monetary policymakers. 

The Euro spiked to near a one-month high around the 1.0780 mark on the announcement, but investors seem to be 
focusing more on the growth implications of rapid tightening rather than the favourable shift in European yield 
differentials. The upshot saw the Euro quickly fall back to about 1.0610, completing a round trip. With NZD also 
falling on the weak risk sentiment, NZD/EUR has ended up little changed near 0.6010 after a trip down to around 
0.5980. 

Consequently, it’s been the safe haven currencies that have overperformed more broadly, with USD, JPY and the 
Swiss Franc topping the G10 currency rankings overnight. NZD/USD has shed a little over ¾ of a cent to trade near 
0.6380. In the great NZD/AUD declining-risk-sentiment-tussle, it’s the Kiwi that has won out overnight, eking out a 
slender gain of less than a third of a cent to near 0.8990 

Data Wrap: Strong Chinese trade data in May thanks to a massive lift in exports (+16.9% yoy vs a surveyed +8%, 
compared with a 4.1% yoy lift in imports), but there is likely to have been a degree of pent-up demand as the 
Shanghai lockdown eased. US jobless claims were marginally higher than forecast (229k vs a surveyed 206k). 

Day ahead: Here in NZ, we get the last chunk of partial data that we’ll use to firm up our GDP forecast for Q1 
(currently +0.4% after some better-than-expected construction figures). Local card spending data out at the same 
time should show a retracement from its May rebound (perhaps -3%/mth) as the household sector headwinds 
escalate. Over the weekend we get US CPI data that should show a strong +0.7%/mth headline lift and +0.5%/mth 
core bounce, while syrup-guzzlers can watch out for some tightish Canadian labour market data. 
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Currencies Currencies Commodities Equities

NZD/USD 0.6381 -1.0% NZD/SEK 6.330 0.0% NZX WMP 4180.0 0.0% Dow 32273 -1.9%

NZD/AUD 0.8995 0.3% NZD/DKK 4.473 0.0% Gold $/o 1847.1 -0.3% S&P 500 4029 -2.0%

NZD/EUR 0.6013 0.0% NZD/THB 22.1 -0.9% WTI Oil $/b 121.5 -0.5% NASDAQ 11754 -2.7%

NZD/JPY 85.77 -0.9% AUD/USD 0.7094 -1.3% Money Market (%) FTSE 7476 -1.5%

NZD/GBP 0.5109 -0.6% EUR/USD 1.061 -1.0% 90 Day BB 2.52 0.00 CAC-40 6358 -1.4%

NZD/CAD 0.8106 0.1% USD/JPY 134.4 0.1% OCR 2.00 0.00 DAX 14199 -1.7%

NZD/CHF 0.6263 -0.7% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21869 -0.7%

NZD/HKD 5.008 -1.0% NZ 3.86 0.09 1yr 3.62 0.00 Nikkei 28247 0.0%

NZD/SGD 0.8829 -0.5% US 3.05 0.03 2yr 3.97 0.01 ASX200 7020 -1.4%

NZD/CNH 4.276 0.0% Aust 3.61 0.06 5yr 4.05 -0.01 NZX50 11211 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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