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Kiwi flies despite GDP miss 

• The small miss on fourth quarter GDP growth (3.0% q/q vs. 3.3% market, 3.6% ASB) hasn’t produced any lasting 
market reaction. And rightly so. We broadly got the big post-delta bounce we were all expecting but…that was 
yesterday. Focus has moved on to the challenges of 2022. The Omicron outbreak has reduced mobility and crimped 
a fair degree of household spending in the current quarter. And widespread capacity constraints and cooling 
household spending look set to be thorns in the side of the growth outlook all year.  
 

• Despite this, inflation is set to peak at close to 7% and remain above the RBNZ target range until 2024. That is, the 
calculus for the RBNZ hasn’t changed. A rapid pace of OCR hikes are required to rein in inflation and 50bps hikes at 
either of the next two RBNZ meetings still can’t be ruled out (albeit with May the more likely of the two). The 
implied probability of a 50bps hike in April was reduced to around 50% yesterday, with May still up around 75%.  

 

• Aussie jobs bonanza. The February labour force survey was an incredibly strong set of numbers. So much so that 
CBA reckon there’s now a risk the RBA soon drops its constant references to being “patient” (with respect to policy 
tightening). It could become impatient as soon as April. Employment surged by 77.4k in February. The 
unemployment rate dropped to 4.0%, and would have been lower had the participation rate not spiked to a record 
high of 66.4%. CBA continue to expect the RBA to adopt an easing bias in May and to drop the first rate hike in June. 

 

• Overnight, investors have held their nerve. Sharemarkets managed to notch up a third straight gain, despite a 
Russian spokesman saying that reports of progress in peace talks were “wrong”, producing a knee-jerk rally in 
commodity prices (Brent oil price +8.5% to $106.60/barrel). Reports Russia had managed to make the interest on 
USD-denominated Russian bonds provided a prop for sentiment. The US President branded Putin a “war criminal” 
ahead of a meeting between Joe Biden and Xi Jinping tonight.   

 

• Indicators of risk aversion like the VIX index are generally lower, paving the way for gains of 0.8% or so across the 
major US stock indices. European bourses closed around flat. Bond yields were little changed but there was some 
attention on the 5s10s part of the US Treasury curve inverting for the first time since March 2020. Curve inversion 
(long-dated rates falling below short-dated equivalents) is a popular barometer of recession risk.  

 

• The Bank of England raised its cash rate 25bps for the third time in a row, taking it to 0.75%. However, the tone of 
the Statement was more cautious than expected, with the BoE saying additional tightening “might be” appropriate 
in the coming months, a change in tone from last month when they said it was “likely”. 10-year Gilt yields fell about 
10bps in the wake of the Statement and the GBP slumped to the bottom of the overnight FX performance rankings 
(NZD/GBP up 40 pips to 0.5230).  

 

• It’s been a strong 24 hours for the NZD and AUD thanks to a heady mix of recovering risk appetite and strong gains 
in commodity prices. The NZD/USD is up around 0.7%, just shy of 0.6900 – an area of key resistance. There’s gains on 
all the cross rates except NZD/AUD, the latter shedding about ½ cent in the wake of the Aussie employment data 
(above). A daily NZD/USD close to 0.6900 would be a bullish signal.  

 

• Day ahead: Nothing of any note. Have a great weekend folks, go the White Ferns/Warriors/Crusaders!  
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Currencies Currencies Commodities Equities

NZD/USD 0.6883 0.8% NZD/SEK 6.4757 0.5% CRB Index 280.575 -0.3% Dow 34280 0.6%

NZD/AUD 0.9337 -0.5% NZD/NOK 6.0560 -0.4% NZX WMP #N/A N/A #VALUE! S&P 500 4398 0.9%

NZD/EUR 0.6204 0.0% NZD/THB 22.86 0.2% Gold $/o 1940.32 0.7% NASDAQ 13525 0.7%

NZD/JPY 81.64 0.7% AUD/USD 0.7372 1.3% WTI Oil $/b 102.7 8.0% FTSE 7385 1.3%

NZD/GBP 0.5236 0.8% EUR/USD 1.1093 0.6%  NZD Swap Rates (%) DAX 14388 -0.4%

NZD/CAD 0.8702 0.2% USD/JPY 118.62 0.0% OCR 1.00 0.00 CAC-40 6613 0.4%

NZD/CHF 0.6448 0.4% 10 Yr Bond Yields (%) 3mth 1.56 0.00 H.Seng 21501 7.0%

NZD/HKD 5.3812 0.7% NZ 3.16 0.00 1yr 2.52 -0.05 Nikkei 26653 3.5%

NZD/SGD 0.9319 0.4% US 2.19 0.01 2yr 3.01 -0.07 ASX200 7251 1.1%

NZD/DKK 4.6192 0.2% Aust 2.51 0.01 5yr 3.26 -0.05 NZX50 11999 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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