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‘Evans above 

• It’s been an uncharacteristically lively start to the week, punctuated by some very hawkish comments from a key 
Fed official overnight. The Chicago Fed’s Charles Evans came out with some of the most explicit signalling the Bank 
is preparing to tighten monetary policy quickly, stating that a 50bps hike at the May meeting is highly likely and that 
the Bank could accelerate further hikes to get to neutral by December. It’s all pretty significant considering he’s 
typically regarded as one of the most dovish of his ilk. 
 

• Unsurprisingly given the flow of recent data and the signalling from the Fed, Treasury yields have mostly moved 
higher overnight, with the curve steepening. The US 10-year lifted circa 9bps to reach 2.79% as at the time of 
writing – its highest point since March 2019. That brings us to a 70bps lift over the last month alone. European yields 
have also lifted across the board, with the German 10-year bund up 8bps to 0.82% and the UK 10-year lifting 11bps 
to 1.85%, even as economic data in the latter printed on the soft side. 
 

• Meanwhile, it hasn’t been a great night for equities, which have notched up some largish falls. This time it’s Wall 
Street that’s underperformed, with the Dow falling 1%, the S&P500 1.3% lower and the Nasdaq down 2%. Global 
growth isn’t short of headwinds so take your pick of something to blame – worries about overtightening, supply 
chain woes, new lockdowns in China or the lack of progress in peace talks over Ukraine (despite the best efforts of 
Austrian Chancellor Karl Nehammer overnight).    
 

• Oil prices have also come off a bit, down close to 4% overnight. While global supply remains very tight, analysts are 
increasingly speculating about the demand-side dynamic, with strict lockdowns in China capping a chunk of 
economic activity. COVID cases in Shanghai have topped 26,000, while party chief Li Qiang has pledged the lockdown 
will remain. 
 

• The safe-haven Swiss Franc has been the top performer in the G10 overnight, while JPY has resumed its decline. 
NOK has had an even worse run amid the overnight fall in oil prices, down 0.5-2.5% on every G10 peer besides JPY. 
NZD has been somewhere in the middle of the pack, edging down to circa 0.6830. With AUD doing a bit worse, 
NZD/AUD has ticked up to near 0.9200. 
 

• The last 24 hours have seen the votes counted from the first round of the French Presidential election. President 
Emanuel Macron will face off against the far-right Marine Le Pen, in line with most predictions. Given France’s 
presence at the EU’s heart, the second round in a fortnight’s time looms as the next big major source of geopolitical 
risk with the potential to trouble markets – Le Pen is Eurosceptic who has flirted with a French exit from the 
Eurozone in the past and spoken favourably of Vladimir Putin. The latest batch of opinion polls have her behind in 
the runoff, but by 2-5% rather than the circa 30% margin she lost the last elections by five years ago. 
 

• Data Wrap: NZ electronic card transactions were uninspiring in March, with retail volumes flattish (-1.3% mom) amid 
the Omicron wave. The Chinese CPI accelerated over March, hitting +1.5% yoy (up from +0.9%), while the PPI slowed 
a bit to a still-high +8.3% yoy (down from +8.1%). UK GDP slowed by more than expected in February, from +0.8% 
mom to +0.1% mom, in a sign the economy was already losing momentum prior to the Ukraine invasion. 
 

• Day ahead: Locally, we have the (delayed) Q1 QSBO at 10am, which will be worth perusing even though it has 
already been largely superseded by more timely survey data. Expect activity metrics to continue cooling, capacity 
metrics to remain extremely stretched and cost/pricing pressures to emphasise inflation is likely to peak north of 7% 
mid-year. There is also a range of second-tier stuff internationally over the next 24 hours. Aussie business sentiment 
data may continue bouncing off its omicron lows, but with cost-of-living pressures taking their toll. UK 
unemployment is expected to tick down to 3.8%.  
 

• US CPI is probably the biggest highlight in the small hours – our CBA friends reckon US inflation may be reaching a 
peak given recent declines in shipping costs and used car prices, but the tight labour market and still-high inflation 
expectations are expected to push headline inflation up to 6.7%/yr in March. At any rate, expect it to be well outside 
the FOMC’s 2%/yr target. Author: nathaniel.keall@asb.co.nz 
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Currencies Currencies Commodities Equities

NZD/USD 0.6824 -0.3% NZD/SEK 6.486 0.7% NZX WMP 4310.0 -0.2% Dow 34308 -1.2%

NZD/AUD 0.9199 0.1% NZD/DKK 4.663 0.0% Gold $/o 1954.2 0.3% S&P 500 4413 -1.7%

NZD/EUR 0.6270 -0.2% NZD/THB 23.0 -0.2% WTI Oil $/b 94.3 -4.0% NASDAQ 13412 -2.2%

NZD/JPY 85.56 -0.3% AUD/USD 0.7418 -0.5% Money Market (%) FTSE 7618 -0.7%

NZD/GBP 0.5240 -0.3% EUR/USD 1.088 -0.3% 90 Day BB 1.70 0.02 CAC-40 6556 0.1%

NZD/CAD 0.8623 0.2% USD/JPY 125.4 1.1% OCR 1.00 0.00 DAX 14193 -0.6%

NZD/CHF 0.6357 -0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21208 -3.0%

NZD/HKD 5.349 -0.4% NZ 3.51 0.06 1yr 3.00 0.02 Nikkei 26822 -0.6%

NZD/SGD 0.9317 -0.1% US 2.78 0.08 2yr 3.62 0.03 ASX200 7485 0.1%

NZD/CNH 4.359 0.0% Aust 3.01 0.04 5yr 3.73 0.04 NZX50 11932 0.0%
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