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Back on the good foot 

Global risk sentiment was back on the good foot overnight, as geopolitical tensions eased. Russian President Putin met 
with German Chancellor Scholz overnight and said he wanted a peaceful resolution. He also promised a (partial) pullback 
of troops amassed at the Ukrainian border. Western officials remain a tad cautious, and want to see evidence of said 
withdrawal, but the reduced threat of war has been welcomed across financial markets. 

Global equity indices have bounced 1.2-2.00% with tech shares tending to outperform (NASDAQ +2.01%), appropriate 
given their underperformance on the way down. Stocks have had a remarkably choppy start to the year, with the S&P500 
still about 7% below the (record) level where it started the year. Elsewhere, markets have followed the ‘risk-on’ playbook 
fairly closely with bond yields rising 2-5bps, the VIX down 2-3 percentage points, and safe-haven currencies slipping to 
the bottom of the FX leaderboard.  

Movements in currencies have been fairly limited. The NZD/USD has managed to grind up 20 points or so on the back of 
the less risk averse mood, but still looks a little heavy. Some big falls in global commodity prices likely limited the gains in 
the likes of NZD and AUD. Prices for both oil and gas have fallen 3.5-4.0% overnight (WTI US$91.75/barrel) as war fears 
eased. Overall, NZD/USD still looks fairly secure for now in its recent 0.6590-0.6700 range. Next week’s RBNZ meeting 
looms as the next big piece of event risk that could see the range threatened.  

If December’s figures confirmed the NZ housing boom had ended, yesterday’s REINZ housing data for January showed 
the downtrend gathering pace (full write up here). House prices recorded their second consecutive (small) monthly fall. 
We’ve long been expecting a marked slowdown in house price inflation in this year. But it seems the wind is coming out 
of the housing market’s sails earlier than we’d been expecting. We now see small falls in house prices over the first three 
quarters of the year, leaving them down 6% yoy by end 2022 (-2.9% previously).  

Our associates at CBA yesterday shifted their view on the RBA’s first cash rate hike, to June 2022 (from August). The 
cash rate is now forecast to end 2022 at 1.0% (from 0.1% currently). For reference, our forecast for the RBNZ’s cash rate 
is 2.50% by end 2022 (0.75% currently). The driver for the view change is CBA’s stronger read on inflation pressure 
relative to the RBA’s benign view. CBA sees core inflation hitting 3.5% in the first quarter, enough to satisfy any lingering 
RBA doubts about wage inflation finally coming to the party. 

The overnight GDT dairy auction was another cracker. The overall price index and key WMP prices were both up a solid 
4.2%. This is supportive of our recently upgraded $9.20 kg/ms Fonterra Milk Price forecast (Fonterra’s range is $8.90-
$9.50).  

Day Ahead: Nothing of interest amongst the antipodean economies, but markets will have some passing interest in 
Chinese CPI at 2:30pm (NZT). Unlike nearly everywhere else in the world, CPI inflation is expected to print at a low-
sounding 1.5% yoy in January (market: 1.0%).  

In the US tonight, we’re looking for a bumper January for retail spending (+1.9% mom) as the US Consumer Strikes Back, 
ahead of the FOMC Minutes this time tomorrow morning (8am). The Minutes may cast a bit more light on the 25bps vs. 
50bps debate for the expected March start to the tightening cycle, as well as views on how fast to shrink the Fed’s 
balance sheet (so-called “quantitative tightening”). 
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Currencies Currencies Commodities Equities

NZD/USD 0.6636 0.4% NZD/SEK 6.160 -0.9% NZX WMP NA NA Dow 34926 1.0%

NZD/AUD 0.9281 0.0% NZD/DKK 4.348 -0.2% Gold $/o 1855.2 -0.9% S&P 500 4466 1.4%

NZD/EUR 0.5841 -0.2% NZD/THB 21.5 0.1% WTI Oil $/b 92.0 -3.7% NASDAQ 14063 1.9%

NZD/JPY 76.71 0.5% AUD/USD 0.7149 0.4% Money Market (%) FTSE 7609 1.0%

NZD/GBP 0.4902 0.3% EUR/USD 1.136 0.6% 90 Day BB 1.22 0.00 CAC-40 6980 1.9%

NZD/CAD 0.8455 0.4% USD/JPY 115.6 0.1% OCR 0.75 0.00 DAX 15413 2.0%

NZD/CHF 0.6142 0.4% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24356 -0.8%

NZD/HKD 5.177 0.4% NZ 2.83 0.05 1yr 2.10 0.01 Nikkei 26865 -0.8%

NZD/SGD 0.8923 0.2% US 2.04 0.05 2yr 2.56 -0.02 ASX200 7207 -0.5%

NZD/CNH 4.205 -0.2% Aust 2.19 0.05 5yr 2.93 0.00 NZX50 11938 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/reinz-jan-2022.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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