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Gimme shelter 

It’s been a case of ‘more of the same’ for markets overnight, as the week’s familiar themes have continued to make 
headlines. The ongoing tussle over Ukraine is still dominating international news and, this time, developments overnight 
have been less than positive. President Joe Biden has again emphasised the risk of a Russian invasion remains ‘very high’ 
and raising the prospect the Kremlin may use a false flag operation as a pretext for an invasion. That’s sent investors 
flocking to safe assets (Treasuries, the Japanese Yen and the Swiss Franc being the big beneficiaries) and away from those 
assets perceived as risker (stocks, commodities, bitcoin and pro-cyclical currencies). Elsewhere, the St Louis Fed’s James 
Bullard trotted out some of the same hawkish comments he’s been known for over the past fortnight, though market 
reaction this time around was fairly muted. 

US Treasuries are set to end their most volatile week since March 2020, when the pandemic’s first spread sent 
shockwaves through the market. The ICE BofA MOVE Index – a measure of expected volatility in the Treasury market – 
hit a two-year high earlier in the week and remains elevated as of overnight (albeit still far, far short of its peak back in 
2020). Heightened volatility (and on a related note, thin liquidity) reflect the plethora of anxieties plaguing markets, with 
geopolitical risk and uncertainty around the first Fed hikes of the cycle being the two most notable. Overnight, Treasury 
yields have tumbled as risk sentiment has deteriorated again, down 3-7bps across the curve. European bond yields have 
also moved lower. 

That soggy risk sentiment has also tipped every major US and European sharemarket index into the red. Among the 
Wall Street majors, the Dow is down 1.06%, the S&P500 is 1.36% lower and the Nasdaq is underperforming with a 1.99% 
fall, in line with its usual sensitivity to growth fears. 

It’s been a mixed run for the USD overnight, but the other safe-haven currencies have generally benefitted from the 
anxiety in markets. JPY has topped the performance rankings among the G10, with the Swiss Franc also enjoying a good 
run. Despite its usual pro-cyclical nature, NZD hasn’t done too badly, lifting ever so slightly against the USD to trade near 
0.670. NZD/AUD is also a little higher, just shy of 0.931. 

Despite the likelihood a Russian invasion into Ukraine will disrupt global energy markets, energy commodities have 
actually dropped overnight. Both Brent and WTI crude are down a bit over 2%, with the usual tendency of commodity 
prices to underperform when risk sentiment sours taking precedent over supply fears. 

Local Recap: Relatively quiet trading on the domestic front, earmarked by a modest lift in the local share market 
(+0.91%), some paring back in local bond yields (down 2-4bps across the curve) and little to no shift in swap yields. 

The day saw the release of the crown accounts, which were notable for showing the NZ tax take far $1.5bn above the 
forecast in the last Half-Year Economic and Fiscal Update (or HYEFU – catchily acronymised to sound like somebody 
sneezing). Expenditures were also $0.7bn below that forecast in the HYEFU, which is partly down to lower uptake of the 
COVID support schemes than feared, but probably also reflects capacity constraints limiting the government’s ability to 
get cash out the door. There are plenty of headwinds facing NZ over 2022, but the resilience of the economy and 
competent fiscal management means the state of the public finances isn’t one of them. 

Data Recap: Aussie employment data was more or less in line with expectations, confirming the labour market across the 
Tasman remains very tight (participation rate: 66.2%, unemployment rate: 4.2%, employment change: +12.9k). US 
housing starts +1638k over January (mkt: 1695k), US initial jobless claims +248k (mkt: 218k). 

Day Ahead NZ: There’s little major data out as we end the week, with US existing home sales (mkt: -1.3% mom) being 
just about the only thing out on Saturday. Author: nathaniel.keall@asb.co.nz  
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Currencies Currencies Commodities Equities

NZD/USD 0.6674 0.6% NZD/SEK 6.189 0.5% NZX WMP 4400.0 0.0% Dow 34693 -0.8%

NZD/AUD 0.9290 0.1% NZD/DKK 4.364 0.3% Gold $/o 1868.7 0.8% S&P 500 4439 -0.7%

NZD/EUR 0.5865 0.4% NZD/THB 21.6 0.4% WTI Oil $/b 94.2 2.3% NASDAQ 13966 -1.2%

NZD/JPY 77.09 0.2% AUD/USD 0.7184 0.5% Money Market (%) FTSE 7604 -0.1%

NZD/GBP 0.4914 0.2% EUR/USD 1.138 0.2% 90 Day BB 1.23 0.00 CAC-40 6965 -0.2%

NZD/CAD 0.8468 -0.4% USD/JPY 115.5 -0.1% OCR 0.75 0.00 DAX 15370 -0.3%

NZD/CHF 0.6153 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24719 1.5%

NZD/HKD 5.207 0.7% NZ 2.84 0.02 1yr 2.11 -0.01 Nikkei 27460 2.2%

NZD/SGD 0.8967 0.5% US 2.04 0.00 2yr 2.57 -0.03 ASX200 7285 1.1%

NZD/CNH 4.227 0.3% Aust 2.24 0.04 5yr 2.92 -0.02 NZX50 12122 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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