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Local yields back on the march 

It’s been a fairly constructive overnight session for equities and risk appetite and the NZD/USD has ground back up to 
around 0.6800 as a result. The S&P500 is up 0.3%, with a solid corporate earnings season adding some support. Morgan 
Stanley, Bank of America, and Procter & Gamble all posted better than expected numbers. Commodities markets are a 
sea of green with oil prices (Brent +1% to US$88.30/barrel) worthy of special mention given they hit fresh 7-year highs. 
It’s an encouraging sign for global demand but unhelpful for global central banks scrambling to control inflation.  

The more constructive mood likely reflects in part a pause in the global bond market uptrend. This has been a standout 
thematic for the year to date and has clear implications for (particularly long-dated) NZ yields. But, overnight, yields 
mostly dipped, led by a 5bps odd pullback in 10-year US yields. Early in the night the 10-year yield hit a fresh 18-month 
high close to 1.9% and the German 10-year yield turned positive for the first time since 2019.  

A couple of inflation updates continued the global trend of both headline and core inflation printing above 
expectations. UK headline inflation came in above the 5.2% expected (5.4%) and core inflation lifted back up to 4.2% 
(3.9% expected). It was a similar story in Canada (headline: 4.8%, core measures around 3.5%). Global central banks are 
behind the curve on inflation and there was more tough talk from both the Bank of England and ECB overnight.  

Retail card spending failed to live up to our strong expectations in December (see here). Spending rose just 0.4% over 
the month. Core spending (excluding fuel) was basically flat at -0.1%. As with the prior day’s housing figures, one weak 
month does not a trend make. But we do see some challenges ahead for the sector, including stock shortages, rapidly 
rising prices, higher interest rates, and the spending engine that is (was) the housing boom shifting down several gears.  

We nudged up our 2021/2022 Fonterra Milk Price forecast to $9.10 yesterday, in the wake of another cracking GDT 
auction result. Our man down the farm Nat Keall reckons underlying global dairy demand and supply balance should 
keep prices supported over the remainder of the season. The still yawning gap between lofty NZ export prices and the NZ 
dollar remains a boon for the sector.  

After a fairly languid holiday period, local wholesale interest rate markets were jolted back to life yesterday with the 
NZ 2-year swap yield jumping around 14bps over the day. At 2.41% it’s closing in on November’s 2.46% high. In a break 
with the recent trend, the curve flattened with the 10-year swap yield up a more modest 4bps. The move mostly 
reflected the prior night’s lift in offshore (particularly US) yields, but a shift in call from a local bank to now expect a 3% 
peak in the RBNZ’s OCR (previously 2%) added fuel to the fire. We could see a small retracement today given the mild 
pullback in US yields overnight.   

FX Update:  A broadly weaker USD thanks to improved risk sentiment noted above saw most of the major currencies 
make gains against the greenback. The NZD and AUD were amongst the outperformers but moves in general were fairly 
subdued (NZD +0.4%, AUD +0.6%).  

Day Ahead: Aussie employment figures (1:30pm NZT) are expected to impress. Our CBA colleagues expect a 60k lift in 
employment, a fall in the unemployment rate to 4.4% (was 4.6%) and a lift in the participation rate to 66.2% (was 66.1%). 
Tonight, there’s just a smattering of US housing data to keep an eye on, as the quiet data week continues.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6794 0.4% NZD/SEK 6.1812 0.0% CRB Index 247.067 0.7% Dow 35255 -0.3%

NZD/AUD 0.9404 -0.2% NZD/NOK 5.9564 -0.1% NZX WMP #N/A N/A #VALUE! S&P 500 4583 0.1%

NZD/EUR 0.5987 0.3% NZD/THB 22.36 -0.2% Gold $/o 1841.93 1.6% NASDAQ 14493 -0.1%

NZD/JPY 77.63 0.2% AUD/USD 0.7224 0.6% WTI Oil $/b 86.6 1.3% FTSE 7590 0.3%

NZD/GBP 0.4987 0.2% EUR/USD 1.1347 0.1%  NZD Swap Rates (%) DAX 15810 0.2%

NZD/CAD 0.8489 0.1% USD/JPY 114.27 -0.2% OCR 0.75 0.00 CAC-40 7173 0.5%

NZD/CHF 0.6223 0.3% 10 Yr Bond Yields (%) 3mth 1.05 0.00 H.Seng 24128 0.1%

NZD/HKD 5.2923 0.4% NZ 2.61 0.06 1yr 1.88 0.05 Nikkei 27467 -2.8%

NZD/SGD 0.9154 0.1% US 1.83 -0.05 2yr 2.41 0.13 ASX200 7332 -1.0%

NZD/DKK 4.4562 0.2% Aust 2.00 0.05 5yr 2.78 0.10 NZX50 12612 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/dec-21-card-spend.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/commodities-weekly/commodities-weekly-190122.pdf?et_rid=NzQyMTM2ODIxMzkS1&et_cid=5444290
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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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