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GBP outperforms as Britons return to the pub 

It’s been a fairly slow start to the week, with financial markets mostly continuing the consolidatory trend of last week. The 
stock market rally paused (S&P500 -0.2%, Eurostoxx50 -0.4%), while both bond yields and currencies were flattish. 

Things should start to liven up from here as the data flow picks up (starting with US CPI tonight, preview below) and the 
US corporate earnings season boots off. According to Refinitiv, analysts are expecting a 25% yoy lift in earnings from 
S&P500 companies in Q1 which, if realised, would be the strongest quarterly gain since the 2018 corporate tax cuts. Aside 
from the numbers, analysts will be scouring profit reports for signs of the impact of supply chain difficulties and rising 
inflation.  

The limited news released overnight generally came out on the positive side of the ledger. European retail sales figures 
for February impressed (3.0% mom vs. 1.7% expected) and the Fed’s Rosengren once again talked up the chances of an 
“unusually strong post-recession recovery” bringing about a “tight labour market down the road”. It was all stuff we’ve 
heard before so there was no reaction. 

Meanwhile, in the UK, the clinking of pint glasses could be heard for the first time in three months. “Non-essential” 
businesses including shopping centres, retail parks, gyms, and hairdressers reopened after three months of lockdown. Pubs 
and restaurants are now allowed to serve patrons outdoors. The FT estimates £180b (around 10% of UK GDP) has been 
amassed in savings through various UK lockdowns and the hope now is that the cash is splashed around the retail sector. 
The GBP outperformed overnight, causing NZD/GBP to slip from 0.5140 to around 0.5110.  

Our Australian colleagues upgraded their Australian inflation and wage forecasts yesterday (see here). Consequently, 
they expect the RBA will need to bring forward their 2024 calendar based forward guidance for a lift in the cash rate later 
this year or early next. This would support the AUD. With respect to the RBA’s yield curve control, the base case remains 
for the RBA to keep the April 2024 bond as the target 3-year government bond yield until maturity.  

FX comment: The NZD/USD continued to bump around inside a 0.7020-0.7050 range overnight. We continue to highlight 
the fact that fundamentals are supportive of a higher NZD/USD in time, and our estimated fundamental ‘fair-value’ range 
for the NZD/USD remains at 0.7100-0.7500. However, for this week we suspect rallies in NZD/USD will continue to be 
capped at around 0.7100. 

Day ahead: We’re looking for a second consecutive monthly fall in retail card spending figures, when March data is 
released this morning (10:45am). Hospitality and accommodation spending are expected to be particularly weak given this 
time of year is usually the peak for overseas tourism spending.  

Offshore, we expect to see China’s monthly trade surplus expand in today’s data for March (to US$50b), and Australia has 
the NAB business confidence survey also for March. Tonight, US CPI inflation is expected to jump up to 2.5% thanks to base 
effects and rising gas prices. The Federal Reserve has said it expects the inflation uptick to be temporary and, indeed, core 
inflation should print a much lower 1.5%. 
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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 0.7025 -0.2% NZD/SEK 6.0268 0.2% CRB Index 186.411 -0.2% Dow 33772 -0.1%

NZD/AUD 0.9220 -0.1% NZD/NOK 5.9623 -0.4% NZX WMP 4070 0.5% S&P 500 4123 -0.1%

NZD/EUR 0.5899 NA NZD/THB 22.12 0.0% Gold $/o 1731.81 -0.7% NASDAQ 13863 -0.3%

NZD/JPY 76.87 NA AUD/USD 0.7619 -0.1% WTI Oil $/b 59.7 0.6% FTSE 6889 -0.4%

NZD/GBP 0.5112 NA EUR/USD 1.1908 0.1%  NZD Swap Rates (%) DAX 15215 -0.1%

NZD/CAD 0.8825 NA USD/JPY 109.42 -0.3% OCR 0.25 0.00 CAC-40 6162 -0.1%

NZD/CHF 0.6483 8.8% 10 Yr Bond Yields (%) 3mth 0.32 -0.01 H.Seng 28453 -0.9%

NZD/HKD 5.4602 #VALUE! NZ 1.73 0.02 1yr 0.35 0.00 Nikkei 29539 -0.8%

NZD/SGD 0.9422 -0.2% US 1.67 0.01 2yr 0.46 0.01 ASX200 6974 -0.3%

NZD/DKK 4.3879 -0.3% Aust 1.78 0.02 5yr 1.07 0.02 NZX50 12519 -0.4%
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