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Putin and Powell in the driver’s seat this week 

Market sentiment last week largely continued to trade off the flow of headlines in Ukraine and from the world’s 
Central Bank grandees, with lumpy intraday moves being the result. With the conflict ongoing and the Fed meeting 
later this week, expect that dynamic to continue. 

Major equity indices on Wall Street ended the week lower. The S&P500, Dow Jones and the Nasdaq fell 1.99%, 2.88% 
and 3.53% respectively over the course of the week after a slightly bumpy ride. Interestingly, European sharemarkets 
actually managed a few gains, with the German DAX rising just over 4% and the pan-European STOXX lifting just shy of 
3.7%, though as ever, context is key - European equities have still fallen by more than their peers over the course of the 
conflict. 

Treasury yields and their European cousins are on the up. Given their reputation as a safe haven asset Treasuries rallied 
(yields lower) in the initial aftermath of the invasion, but comments from Central Bank pooh-bahs over the past week 
have mostly suggested policymakers are more anxious about the upward pressure the conflict is placing on the inflation 
outlook (thanks to higher oil prices among other things), than the negative implications for global growth. That trend 
culminated with the ECB opting to accelerate its tapering programme last week, paving the way for a Q3 rate hike.  

All-up, US Treasury yields were up more than 30bps across the curve. European yields increased by a greater 
magnitude, with German bund yields up as much as 40bps over the week. 

Sky-high energy prices moved a bit closer to earth last week but remain above pre-conflict levels. In the middle of the 
week, Emirati officials announced their support for an increase in global oil production, in what analysts interpreted as a 
signal other OPEC members will follow suit. Brent and WTI crude each shot down around US$110 a barrel on the news, 
thought that’s still north of the circa US$90 per barrel they were trading at prior to the invasion. Softer commodities 
were mixed - wheat prices fell more than 19% over the week, but corn and soybeans held their ground. We’re expecting 
another lift in WMP prices at this week’s GlobalDairyTrade auction too. 

The protracted conflict continues to clip GBP and EUR’s wings, while NZD lost some of its post-invasion gains. GBP/USD 
and EUR/USD each slumped to the new 2021/2022 lows during the week. After starting the week near the 0.6900 mark, 
NZD/USD lost a cent over the course week to finish up just north of 0.6800, tugged between choppy risk sentiment on 
the one hand and the ongoing strength in commodity prices on the other. NZD/AUD finished the week higher around the 
0.9333 mark. 

Day ahead: Nothing of note. 

Happening locally: This week’s local data highlight is unquestionably the Q4 GDP print (Thu 10:45am). We expect a 3.6% 
lift in Q4 21, in the aftermath of lockdown number three. Rebounding activity in the goods sector (manufacturing and 
construction) and parts of the services sector (retail, wholesale trade and healthcare) should provide much of the Q4 21 
lift. However, the manufacturing and construction sectors look to be facing capacity constraints, while the bounce back 
in services and its adjacent sectors appears to have been softer than it was after previous lockdowns. 

Further afield: This week it’s all about Thursday morning’s Fed meeting (announcement at 7am), even though Chair 
Powell has heavily signalled 25bp increase in the Funds rate target range.  That means markets will be watching other 
signals, like any further comments from Powell on the Ukraine conflict, the ever-exciting ‘dot plot’ of projected interest 
rate increases in coming years, and any info on the Bank’s plans for shrinking the balance sheet. Remember, CBA expect 
more tightening by the FOMC than is currently priced. In other central bank news, CBA expect few headlines out of the 
release of the latest RBA minutes, given Governor Lowe has been holding forth on all things Economic at last week’s AFR 
Business Summit. 

As ever, for the full breakdown of the week’s events calendar, check out the ASB Economic Weekly released later this 
morning. Author: nathaniel.keall@asb.co.nz  
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Currencies Currencies Commodities Equities

NZD/USD 0.6815 0.0% NZD/SEK 6.627 -0.2% NZX WMP 4850.0 0.0% Dow 32944 -0.7%

NZD/AUD 0.9337 0.1% NZD/DKK 4.633 -0.3% Gold $/o 1988.5 -0.4% S&P 500 4204 -1.3%

NZD/EUR 0.6236 -0.2% NZD/THB 22.7 -0.2% WTI Oil $/b 109.3 3.1% NASDAQ 12844 -2.2%

NZD/JPY 79.94 -0.1% AUD/USD 0.7299 -0.1% Money Market (%) FTSE 7156 0.8%

NZD/GBP 0.5221 -0.1% EUR/USD 1.094 0.3% 90 Day BB 1.48 0.03 CAC-40 6260 0.9%

NZD/CAD 0.8679 0.1% USD/JPY 117.3 0.0% OCR 1.00 0.00 DAX 13628 1.4%

NZD/CHF 0.6348 -0.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20554 -1.6%

NZD/HKD 5.335 0.0% NZ 2.99 0.04 1yr 2.45 -0.08 Nikkei 25163 -2.1%

NZD/SGD 0.9296 0.1% US 1.99 0.01 2yr 2.97 -0.01 ASX200 7064 -0.9%

NZD/CNH 4.336 -0.3% Aust 2.40 0.03 5yr 3.17 -0.01 NZX50 11821 0.0%
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