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USD slips despite markets’ funk 

Budget 2022 showed a slightly delayed return to surplus given the weaker economic backdrop, challenges posed by 
high inflation, and widespread capacity constraints (full note here). There was also an extra slug of spending, most 
notably a $1b cost-of-living support package.  

This resulted in a mildly less restrictive fiscal impulse from 2023 onwards (relative to the HYEFU update), providing 
a small boost to NZ wholesale interest rates (3-4bps) and the NZD/USD (+30-40 points) yesterday. It wasn’t long 
before these movements were lost in the daily wash though, supporting our take that there was little to change 
anyone’s economic and market views.  

The bond programme was lifted by $26b over 5 years, roughly as expected, with most of this related to the buy-
back of RBNZ bond holdings. All else equal, the less contractionary fiscal stance will add to the work a higher OCR will 
have to do to achieve the RBNZ’s policy objectives. But this is at the margin given everything else going on.  

Despite disappointing employment growth (actual: +4k, consensus: +30k), the Aussie unemployment rate still fell 
to the lowest since 1974 in April. While the tightening in the Aussie labour market took longer than elsewhere, it’s 
here now and will support stronger wage growth ahead. The RBA needs to keep lifting its cash rate, but our friends 
at CBA don’t think large increases are necessary. In their view, this week’s wage and labour market data call for a 
regulation 25bps RBA hike in June (taking the cash rate to 0.6%), not the 40bps some are suggesting.  

Offshore markets remain a little down on their luck. Stocks and risk sentiment haven’t managed any sort of bounce 
from yesterday’s rout, and seem to be waiting for fresh direction (given light news flow overnight). Bond yields and 
equity markets posted small declines. A generally disappointing slug of US economic data did nothing to brighten the 
mood. Existing US home sales, the Philly Fed index, and jobless claims figures were all worse than expected.  

Interestingly, in FX markets the lacklustre mood didn’t translate into the usual demand for ‘safe-haven’ 
currencies. Both the USD and JPY have underperformed. This might reflect traders paring USD long positions. The 
NZD/USD was propelled higher than most, as it corrected some of its prior ‘oversold’ status. The NZD/USD is almost 
a cent higher than this time yesterday just south of 0.6400, the largest gain in three weeks. NZD/JPY rose from 81.00 
to above 81.50.   

Day ahead: The week is set to end with a whimper rather than a bang, at least on the economic data front. UK retail 
sales for April are expected to be weak again, while Japanese CPI is expected to jump up to 2.0% but with core 
measures still sub-1%.  

Local markets are now honing-in on next week’s RBNZ meeting. We released our preview yesterday (here). A 
successive 50bp hike is widely expected. Reaction will likely hang off the updated RBNZ forecasts for both the peak 
in the forecast OCR and whether the backend of the projection makes an allowance for OCR cuts. We expect a front-
loaded OCR forecast profile with a slightly higher peak (~3.5%) and a hint of an easing cycle in 2025.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6392 1.6% NZD/SEK 6.338 0.1% NZX WMP 4085.0 -0.8% Dow 31254 -0.7%

NZD/AUD 0.9059 0.1% NZD/DKK 4.493 0.4% Gold $/o 1843.2 1.5% S&P 500 3912 -0.4%

NZD/EUR 0.6036 0.3% NZD/THB 22.0 0.9% WTI Oil $/b 111.4 1.6% NASDAQ 11389 -0.2%

NZD/JPY 81.64 0.3% AUD/USD 0.7055 1.5% Money Market (%) FTSE 7303 -1.8%

NZD/GBP 0.5116 0.3% EUR/USD 1.059 1.2% 90 Day BB 2.23 0.02 CAC-40 6273 -1.3%

NZD/CAD 0.8188 0.9% USD/JPY 127.7 -0.4% OCR 1.50 0.00 DAX 13882 -0.9%

NZD/CHF 0.6211 -1.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20121 -2.5%

NZD/HKD 5.017 1.6% NZ 3.63 -0.03 1yr 3.07 -0.05 Nikkei 26403 -1.9%

NZD/SGD 0.8824 0.7% US 2.85 -0.03 2yr 3.56 0.02 ASX200 7064 -1.6%

NZD/CNH 4.299 0.4% Aust 3.39 -0.08 5yr 3.68 0.05 NZX50 11207 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/budget-2022-review.pdf?et_rid=NzQyMTM2ODIxMzkS1&et_cid=5891416
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-preview-may22.pdf
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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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