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NZD/EUR back on the march; RBNZ decision to bring volatility 

• Market feathers were ruffled overnight by a rare event – a downside surprise on inflation. US headline inflation 
quickened largely as expected to another 40-year high of 8.5% y/y. But the more important ‘core’ measure (ex food 
and energy) printed two tenths weaker than expected (0.3% m/m, 6.5% y/y). It was enough to see 10-year US bond 
yields pulled down around 11bps to 2.71% and 2022 Fed tightening expectations shaved back very slightly.  
 

• Market reaction was probably overstated by the fact yields were overdue a near-term correction given their surge 
higher of recent weeks (and as covered in our weekly). US markets still favour consecutive 50bps Fed rate hikes in 
May and June. Comments early this morning from Fed Governor Brainard that policy is going to be returned to 
neutral “expeditiously” reinforced the idea the Fed is behind the curve and will front-load hikes.   
 

• Global commodity prices have been the other big mover of the night. Putin said overnight that peace talks with 
Ukraine have “stalled” and that Russia would continue its “military operation”, even while bizarrely referring to the 
whole thing as a “tragedy”. Oil prices have jumped 6.5% as a consequence, with Brent crude back above 
US$104/barrel. The effect on soft commodities has been more limited with wheat and corn futures both up around 
1.5%.  

 

• General risk appetite has been a little softer (S&P500 -0.6%, VIX index +1%), but the backdrop of commodity 
prices strength has seen the NZD and AUD outperform. The NZD/USD pressed up to 0.6885 (+0.5%) before finding 
resistance. The AUD/USD topped the overnight FX leaderboard with a similar performance while the EUR has tended 
to bring up the rear, thanks to the stalling of Ukrainian peace talks mentioned above. EUR/USD slumped to a 2-year 
low around 1.0830 which has lifted NZD/EUR around ½ cent higher to 0.6330.  
 

• Yesterday’s QSBO business confidence index from the NZIER didn’t throw up any major surprises. It confirmed the 
leads from the more-timely ANZ business confidence of: slowing economic momentum, intense capacity pressures, 
soaring prices, and squeezed profitability amid soaring costs. That will already all be baked into the RBNZ’s cake and 
hence doesn’t materially change the calculus of today’s decision (previewed briefly below).  
 

• Day ahead: Volatility is virtually guaranteed today given the finely-balanced nature of the (2pm) RBNZ decision. The 
economist consensus favours a 25bps increase while, in contrast, market pricing is consistent with an 85% chance of 
a 50bps hike. The RBNZ’s delivery is via just the shorter paragraph, with no accompanying Monetary Policy 
Statement or press conference. After the knee-jerk response to the decision itself, we suspect the lasting NZD 
reaction will be determined by the strength of the RBNZ’s hawkish bias and OCR guidance. Aggressive market pricing 
implies a high hurdle to a hawkish surprise, but we certainly wouldn’t rule this out given recent form.  
 

• Outside of the RBNZ, we expect another strong NZ food price number this morning - annual food price inflation is 
expected to press above 7% y/y. Tonight, UK inflation is expected to jump from 6.2% y/y to 6.7% (March data) 
thanks in part to the effects of the Russian invasion on energy prices. The Bank of Canada is widely expected to hike 
its cash rate 50bps to 1.0%.  Author: mike.jones@asb.co.nz 

 

  

 

Currencies Currencies Commodities Equities

NZD/USD 0.6855 0.5% NZD/SEK 6.5237 0.6% CRB Index 302.868 2.6% Dow 34220 -0.3%

NZD/AUD 0.9195 -0.1% NZD/NOK 6.0138 -0.1% NZX WMP #N/A N/A #VALUE! S&P 500 4392 -0.5%

NZD/EUR 0.6329 0.9% NZD/THB 23.00 0.2% Gold $/o 1968.05 0.7% NASDAQ 13372 -0.3%

NZD/JPY 85.90 0.4% AUD/USD 0.7454 0.5% WTI Oil $/b 100.6 6.7% FTSE 7577 -0.5%

NZD/GBP 0.5273 0.7% EUR/USD 1.0829 -0.5%  NZD Swap Rates (%) DAX 14125 -0.5%

NZD/CAD 0.8666 0.5% USD/JPY 125.31 0.0% OCR 1.00 0.00 CAC-40 6537 -0.3%

NZD/CHF 0.6391 0.6% 10 Yr Bond Yields (%) 3mth 1.71 0.01 H.Seng 21319 0.5%

NZD/HKD 5.3729 0.5% NZ 3.55 0.04 1yr 2.97 -0.03 Nikkei 26335 -1.8%

NZD/SGD 0.9352 0.4% US 2.72 -0.06 2yr 3.58 -0.04 ASX200 7454 -0.4%

NZD/DKK 4.7065 0.9% Aust 3.09 0.07 5yr 3.72 -0.01 NZX50 11889 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-weekly/economicweekly_11042022.pdf
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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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