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The Final Countdown 

Taliban fighters have rapidly taken control of much of Afghanistan, and over the weekend entered Kabul and sought the 
unconditional surrender of the central government. Afghan officials say President Ashraf Ghani has fled the country. 
(Source NZ Herald, Associated Press). 

Canadian Prime Minister Justin Trudeau called a snap federal election in a bid to regain a majority in the House of 
Commons. The election was called over the weekend and will be held on September 20 (Source Stuff, Washington Post). 

In US economic data, import prices rose by 0.3% in July to be up 10.2% on a year ago (survey: +10.6%). Export prices lifted 
1.3% in July to be up 17.2% on a year ago (survey: +16.7%). The University of Michigan preliminary consumer sentiment 
index slumped from 81.2 to a decade low of 70.2 in August (survey: 81.5). There have only be two larger declines in the 
index in the past 50 years. 

US sharemarkets edged higher on Friday as a lift in the value of shares in Walt Disney outweighed news of a slump in 
consumer sentiment. Shares in Walt Disney rose 1% on favourable reaction to its latest earnings news. The Dow Jones 
index rose less than 0.1% to remain trading at record highs. The S&P 500 index lifted 0.2%, also at record highs. And the 
Nasdaq index was also flat, gaining less than 0.1%, and is around 0.5% off its peak. Over the week, the Dow rose by 0.9%; 
the S&P 500 rose by 0.7%; but the Nasdaq fell by 0.1%.  

US Treasuries were higher on Friday (yields lower) in response to a slump in consumer sentiment to decade lows. US 10-
year yields fell by 8 points to 1.28%. And US 2-year yields fell by 2 points to near 0.21%. For the week, US 10-year yields fell 
by 2 points while US 2-year yields were largely flat.    

The local sharemarket was up 0.6% on Friday, but flat for the week, and 6% off the January high. NZ 10-year yields rose 11 
basis points over the week. 

European sharemarkets were firmer on Friday.  The pan-European STOXX 600 index rose by 0.2%, hitting record highs for 
a 10th consecutive session - the longest winning streak since December 2006. Shares in Adidas rose 2.3% after it said it was 
selling Reebok to Authentic Brands Group for up to 2.1 billion euros (US$2.5 billion). The German Dax index also scaled 
new peaks, up by 0.3%, while the UK FTSE index rose by 0.4%.  

FX Comment: Major currencies were firmer against the US dollar in European and US trade. All eyes will be on the RBNZ 
this week, and there is potential for volatility and a wide range of scenarios that could send the NZD away from recent 
ranges centred around 0.7000 against the USD and 0.9500 against the AUD.  

Day ahead: The Performance of Services index is due in NZ today.  In China, retail sales, industrial production and fixed 
asset investment data are scheduled.  In the US, the New York Empire State manufacturing index is issued. Week ahead 
local:  The week’s main event is Wednesday’s RBNZ announcement.  We expect the RBNZ to lift the OCR by 25bp to 0.50%. 
Recent data have shown the labour market rapidly heading back towards full employment and sharp lifts in inflationary 
pressures. We expect the RBNZ will judge there is a greater risk of inflation exceeding the target band for a prolonged 
period than of snuffing out the recovery with premature tightening, paving the way for the next tightening cycle. The 
RBNZ’s decision to wind up the Large Scale Asset Purchase programme at its last meeting was a precursor. We expect the 
OCR to reach 1.00% by the end of the year. There is some risk of a faster pace of hikes, and a 50bps hike to 0.75% can’t be 
entirely ruled out (though is not our base case). The latest Global Dairy Trade event takes place on Tuesday night. Week 
ahead international: In Australia, wage growth data are due Wednesday, and July’s labour report is due Thursday. We 
expect employment to post a modest rise of 10k in July and for the unemployment rate to remain at 4.9%. In the US, the 
FOMC meeting minutes (Thursday), retail sales and industrial production (both Tuesday) are all scheduled for the week 
ahead. UK employment data are due Tuesday, and retail sales data on Friday. Author: chris.tennent-brown@asb.co.nz   

 

Currencies Currencies Commodities Equities

NZD/USD 0.7043 0.1% NZD/SEK 6.087 0.2% NZX WMP 3505.0 -0.3% Dow 35515 0.0%

NZD/AUD 0.9554 0.1% NZD/DKK 4.440 0.1% Gold $/o 1779.7 1.5% S&P 500 4468 0.2%

NZD/EUR 0.5971 0.0% NZD/THB 23.5 0.2% WTI Oil $/b 68.4 -0.9% NASDAQ 14823 0.0%

NZD/JPY 77.23 0.2% AUD/USD 0.7371 0.0% Money Market (%) FTSE 7219 0.4%

NZD/GBP 0.5085 0.2% EUR/USD 1.180 0.0% 90 Day BB 0.67 -0.01 CAC-40 6896 0.2%

NZD/CAD 0.8815 0.2% USD/JPY 109.7 0.1% OCR 0.25 0.00 DAX 15977 0.3%

NZD/CHF 0.6460 0.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 26392 -0.5%

NZD/HKD 5.478 0.0% NZ 1.84 0.03 1yr 1.08 0.01 Nikkei 27977 -0.1%

NZD/SGD 0.9540 0.0% US 1.28 -0.08 2yr 1.33 0.01 ASX200 7629 0.5%

NZD/CNH 4.562 0.1% Aust 1.22 0.03 5yr 1.66 0.02 NZX50 12764 0.0%

https://www.nzherald.co.nz/world/fall-of-kabul-afghan-president-ashraf-ghani-flees-taliban-declares-islamic-emirate/URS74WHMNB3WMVHUXULQUBFAEU/
https://www.stuff.co.nz/world/300383450/canadas-trudeau-calls-snap-election-in-bid-to-regain-parliamentary-majority
mailto:chris.tennent-brown@asb.co.nz
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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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