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Stocks hit, but other markets carry on 

Risk sentiment took a decent hit overnight but, interestingly, there hasn’t been any fallout for currencies. The NZD/USD 
tracked a narrow 0.7255-0.7285 range as the USD weakened a little and the EUR and GBP outperformed. Bond yields too 
have barely budged with the US 10-year yield actually up a couple of bps to 1.62%. 

US stocks notched up a second day of losses with the S&P500 down 0.8% as we write and the VIX so-called ‘fear gauge’ 
spiking to 22% from 17.5% yesterday. This follows an even more dour European session with the Eurostoxx50 posting the 
largest fall of the year at 1.9%.  As noted above, unlike a normal episode of risk aversion, financial markets outside of 
equities – bonds, commodities, and currencies – have largely carried on their merry way.  

Inflation fears largely square the circle. Investors are increasingly worried that rising inflation pressures will force central 
banks to capitulate on their ‘patience’ mantra and start reducing stimulus earlier than forward guidance. So falling 
equities, but increases in bond yields and commodity prices (oil +0.7% overnight). US 10-year “breakeven” inflation rates – 
a measure of markets’ inflation expectations – have soared over the past month to an 8-year high around 2.54%.  

Last night’s US JOLTS labour market data highlighted one of the drivers of global inflation – stretched supply. Job openings 
jumped to a record high in March of 8.1m (7.5m expected). The report noted the difficulties US firms are having filling 
vacancies, with this labour shortage also a feature of Friday’s payrolls figures.   

Last night’s Australian Federal Budget showed an improved economic and fiscal outlook. The 2020/21 deficit is now 
estimated at $A161bn (7.8% of GDP), down from the MYEFO estimate of $A198bn (9.9% of GDP). The government 
announced a raft of spending programmes at the same time, essentially spending all the extra revenue that the strong 
economic recovery has provided. The Budget economic forecasts are roughly similar to those of our CBA colleagues. GDP 
growth is forecast at 4¼% in 2021/22, before settling to around 2¼%-2½% out to 2024/25.  

The 4% mom lift in NZ April retail card spending reported yesterday was much stronger than expectations. A decent 
spending boost from school holidays and the re-opening of the Trans-Tasman bubble showed up as some extra hospitality 
spending, although there were gains in most categories. This continues NZ’s impressive run of economic data. As we noted 
in Monday’s Weekly, the upside risks are starting to pile up.  

There was no real market reaction to the data but the trend higher in NZ interest rates remains very much intact. NZ 2- and 
10-year swap yields are both around 7bps higher than this time last week as the market consolidates after last week’s 
HLFS-inspired bringing forward of OCR expectations. OIS markets now have the first RBNZ 25bps rate hike fully priced by 
November 2022, with a better than even chance of a hike priced around May. Our forecast remains for August.    

Day ahead: Crickets in our time-zone, but there’ll be some interest in UK GDP figures tonight. The market expects a 1.6% 
Q1 contraction thanks to COVID restrictions that are only now being wound back. Later on, US CPI figures have potential to 
be more market-moving given investors’ current inflation fears. CBA and the market expect a sharp pick-up in headline 
inflation to 3.6% from 2.6%, with base effects a major contributor to the jump. Core (ex-food & energy) inflation should 
print a more palatable 2.6% yoy. Author:  mike.jones@asb.co.nz  

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.7268 0.0% NZD/SEK 6.045 -0.2% NZX WMP 4320.0 0.0% Dow 34269 -1.4%

NZD/AUD 0.9272 0.0% NZD/DKK 4.449 -0.1% Gold $/o 1838.0 0.1% S&P 500 4153 -0.9%

NZD/EUR 0.5983 -0.1% NZD/THB 22.7 0.2% WTI Oil $/b 65.3 0.6% NASDAQ 13389 -0.1%

NZD/JPY 78.99 -0.1% AUD/USD 0.7839 0.0% Money Market (%) FTSE 6948 -2.5%

NZD/GBP 0.5140 -0.1% EUR/USD 1.215 0.1% 90 Day BB 0.38 0.01 CAC-40 6267 -1.9%

NZD/CAD 0.8793 0.0% USD/JPY 108.7 -0.1% OCR 0.25 0.00 DAX 15120 -1.8%

NZD/CHF 0.6568 0.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28014 -2.0%

NZD/HKD 5.647 0.0% NZ 1.78 0.01 1yr 0.39 0.00 Nikkei 28609 -3.1%

NZD/SGD 0.9636 -0.1% US 1.62 0.02 2yr 0.53 0.00 ASX200 7097 -1.1%

NZD/CNH 4.673 -0.1% Aust 1.73 0.01 5yr 1.19 -0.01 NZX50 12639 -0.2%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-weekly/economicweekly_100521.pdf
mailto:chris.tennent-brown@asb.co.nz
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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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