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NZ cuts fuel excise while global oil prices fall anyway 

In response to mounting headlines on the rocketing cost of living the NZ Government announced that from midnight last 
night it will be reducing fuel excise on petrol by 25 cents per litre for a 3-month period. From April, public transport fares 
will also be halved for 3 months with income support payments also increased.  Assuming the cut to fuel excise is fully 
passed through to the retail level it would mean households and firms would pay around $350m less in excise over the 
next 3 months, equating to roughly $15 per household per week (less than $10 per week directly to households on 
average). This is only a temporary respite and retail fuel prices are only likely to be back to where they were a month 
or so ago. Still, it would dampen NZ CPI inflation with an annual peak of around 7% in Q1 this year. Domestic spending 
may well hold up better in the interim, but it could leave a larger void after the supports end. 

Overnight saw a choppy session for markets, with contrasting headlines seeing a tick-up in volatility ahead of the key 
FOMC policy decision on Thursday morning. There were hopeful signs on the Ukraine conflict. Diplomatic efforts are on 
overdrive with Russian and Ukrainian officials continuing talks and hopes that a peaceful resolution to the conflict can be 
found.  However, concerns over a growing COVID-19 outbreak in China (including lockdowns in the Shenzen province) 
and increased scrutiny by US regulators in China. There was no major data overnight, with German annual wholesale 
price inflation accelerated to a record 16.6%. 

Oil prices were down sharply. Near-term contract prices for WTI and Brent were both down around 7%, with WTI 
hovering above $100 USD per barrel, a close to 30% fall on a week ago. Hopeful signs on negotiations over the Ukraine 
and concerns over the impact of Chinese lockdowns on demand were key catalysts. There were large falls in European 
natural gas futures, with wider commodity prices (including gold) generally lower. 

Government bond yields surged.  US Treasury yields moved higher across the curve, with those for the 5-year tenor 
(2.07%) breaking through 2%, and 10-year yields (2.12%) hitting fresh post-pandemic highs. UK (10Y 1.59%) and German 
(0.36%) 10-year yields were also at post-pandemic highs, with similarly sized lifts for most European government bonds. 
NZ swap and bond yields were 3-5bps higher, with the 2-year swap and 10-year bond moving above 3%. Australian yields 
were also on the up. 

Global stocks were mixed. US stocks unwound gains earlier in the session, with energy stocks lower and rising Treasury 
yields weighing on the Nasdaq. Market volatility ticked up, with the VIX hitting 33.  European stocks were bolstered by 
continuing negotiations between Russia and the Ukraine, with broad-based gains in the Dax (+2.2%), Euro Stoxx 50 
(+1.5%), and lower energy stocks weighing on the rebound in the FTSE 100 (+0.5%). Chinese technology stocks were 
dumped on fears that China’s close relationship with Russia could prompt a western backlash on Chinese firms.  

NZ REINZ housing market data showed the market cooling in February, with sales volumes (-4.4% mom, -32.8% yoy) and 
house prices falling (-0.5% mom, 14.3% yoy) and the days to sell (37.1) at its highest since mid-2020.  We remain 
comfortable with our view of circa 6% house price falls over 2022, with prices weighed by rising mortgage interest rates, 
tight credit conditions and the rising supply of dwellings for sale. We’d also mention net immigration flows, with the net 
loss of 7,500 immigrants in the 12 months to January. 

FX Update: European currencies were bolstered by hope of a diplomatic resolution on the Ukraine, with the euro and 
Swedish krone the strongest currencies overnight. Commodity currencies (the AUD, CAD and NZD), the Chinese renminbi 
and safe haven currencies including the yen and Swiss franc were generally lower. The NZD is currently towards the 
bottom of its 0.6750 to 0.6805 USD range overnight but is approaching 94 Australian cents.  Developments in commodity 
prices and risk sentiment should determine NZD direction leading up to Thursday’s FOMC decision and NZ GDP release.   

Day ahead: Another sub-par readings is expected from the NZ February Performance of Services Index (prior: 46.7) given 
Omicron headwinds. The RBA Minutes should attract limited reaction given subsequent comments by RBA Governor 
Lowe highlighting the risk of 2022 rate hikes. The monthly Chinese data dump – retail sales, industrial production, fixed 
asset investment – is expected to flag easing growth. European data tonight includes the ZEW survey for 
Germany/Eurozone and UK labour market data. There are no Fed speeches overnight, with annual US producer price 
inflation expected to climb to 10%. High inflation is not just a NZ-specific problem. Author: mark.smith@asb.co.nz 

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/reinz-feb-2022.pdf
mailto:mark.smith@asb.co.nz
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Currencies Currencies Commodities Equities

NZD/USD 0.6751 -0.9% NZD/SEK 6.491 -2.4% NZX WMP 4850.0 0.0% Dow 32873 -0.2%

NZD/AUD 0.9385 0.5% NZD/DKK 4.581 -1.2% Gold $/o 1954.8 -1.7% S&P 500 4167 -0.9%

NZD/EUR 0.6157 -1.3% NZD/THB 22.6 -0.5% WTI Oil $/b 102.3 -6.4% NASDAQ 12595 -1.9%

NZD/JPY 79.71 -0.7% AUD/USD 0.7193 -1.4% Money Market (%) FTSE 7193 0.5%

NZD/GBP 0.5186 -0.7% EUR/USD 1.096 0.2% 90 Day BB 1.49 0.01 CAC-40 6370 1.8%

NZD/CAD 0.8653 -0.2% USD/JPY 118.1 0.6% OCR 1.00 0.00 DAX 13929 2.2%

NZD/CHF 0.6327 -0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 19532 -5.0%

NZD/HKD 5.286 -0.9% NZ 3.03 0.04 1yr 2.56 0.03 Nikkei 25308 0.6%

NZD/SGD 0.9224 -0.8% US 2.13 0.14 2yr 3.02 0.04 ASX200 7149 1.2%

NZD/CNH 4.317 -1.2% Aust 2.46 0.06 5yr 3.22 0.04 NZX50 11805 0.0%
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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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