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And breathe 

Another wave of relief swept across financial markets overnight, reflected in higher equity markets, a lower USD, 
and a decent bounce in global bond yields. The 2%-odd gain in US sharemarkets means the S&P500 is now about 4% 
above its lows of a week ago. The VIX index of risk aversion is back down around 25% from close to 35% a week ago. 
European currencies have risen the most against the retreating USD, but NZD/USD is still up ½ cent from this time 
yesterday around 0.6355.  

The general recovery in risk sentiment reflects two factors: First, hopes the Chinese COVID situation has turned a 
corner. Shanghai reported its third straight day of zero community transmission yesterday, paving the way for an 
unwinding of lockdown restrictions. Industrial metals prices like aluminium and copper have lifted on the news (1.6% 
and 0.9% respectively) breaking the shackles of an otherwise dour day for commodities (oil prices -2%).  

Second, economic data released overnight have tended to impress, scuttling recession fears for the moment. April 
US retail sales didn’t quite match analysts’ growth expectations (0.6% ex-auto vs. 0.4% expected) but strong upward 
revisions to March data left the overall level much higher. First quarter Eurozone GDP was revised higher to 5.1% y/y 
(5.0% expected), and UK employment data were much stronger than street expectations.  

An 83k lift in UK employment numbers pushed the unemployment rate down to 3.7%, its lowest rate since 1974. 
And for the first time since records began, there are fewer unemployed people in the UK than job vacancies. The 
data helped GBP outperform with UK 10-year Gilt yields up around 10bps to 1.87%.  

An army of Fed speakers vied for the mic overnight (including Chair Powell), but the story largely remains the 
same: the Fed is very worried about inflation and if all goes to plan (i.e. growth doesn’t fall off a cliff) the Fed is going 
to keep going with 50bps hikes for at least the next few meetings. The next two are fully priced by markets.   

Dairy prices fell for the 5th consecutive GDT auction this morning. The overall price index was down 2.9% driven by 
a 4.9% fall in wholemilk powder prices. This was a touch weaker than we expected. Our dairy scribe Nat Keall will stir 
the latest outcome into his forecasting pot and assess the implications in a rural note later this morning (current 
season Fonterra MP forecast $9.50 kg/ms).  

The only real news from yesterday’s RBA Board minutes was that all three policy options were in play for the May 
decision (+15bps, +40bps, +25bps), in which +25bps was ultimately selected (fooling everyone). The key reasoning 
being the “signal that the Board was now returning to normal operating procedures.” The open discussion of 
+40bps, in addition to the RBA’s apparent concerns about a shift in “inflation psychology” (read: higher inflation 
expectations), raises the risk of a larger hike at the June meeting. Our CBA colleagues continue to expect +25bps 
interest rate hikes in June, July, August and November 2022.   

Day ahead: Aussie wages data will be the highlight of the antipodean session. The consensus is banking on a pick-up 
from 2.3% to 2.5% y/y, but a faster acceleration could be the smoking gun for the RBA to upgrade its weaponry in 
June (+40bps instead of +25bps). Expect heightened market-sensitivity as a result. Tonight, there’s a smattering of 
2nd tier US data and April UK inflation figures are expected to rocket from 7.0% to 9.1%(!) thanks to higher energy 
prices. 
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Currencies Currencies Commodities Equities

NZD/USD 0.6357 0.8% NZD/SEK 6.309 -0.5% NZX WMP 3900.0 2.8% Dow 32655 1.3%

NZD/AUD 0.9053 0.0% NZD/DKK 4.485 -0.3% Gold $/o 1816.0 -0.4% S&P 500 4082 1.8%

NZD/EUR 0.6026 -0.4% NZD/THB 22.0 0.3% WTI Oil $/b 112.4 -1.6% NASDAQ 11985 2.8%

NZD/JPY 82.24 -0.5% AUD/USD 0.7022 0.8% Money Market (%) FTSE 7518 0.7%

NZD/GBP 0.5092 -0.5% EUR/USD 1.055 1.1% 90 Day BB 2.17 0.04 CAC-40 6430 1.3%

NZD/CAD 0.8149 0.5% USD/JPY 129.4 0.2% OCR 1.50 0.00 DAX 14186 1.6%

NZD/CHF 0.6316 0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20603 3.3%

NZD/HKD 4.990 0.8% NZ 3.64 0.06 1yr 3.14 0.05 Nikkei 26660 0.4%

NZD/SGD 0.8800 0.3% US 2.98 0.10 2yr 3.58 0.08 ASX200 7113 0.3%

NZD/CNH 4.286 -0.3% Aust 3.41 0.02 5yr 3.71 0.04 NZX50 11138 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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