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NZD still wearing yellow 

NZD/USD has jumped another 1.1% over the past 24 hours to once again sit atop the overnight FX performance table 
(currently around 0.7160). This brings the gains since this time last week to 3.5% or about 2½ cents. AUD has also 
outperformed but NZD/AUD has still lifted to a three-week high around 0.9580. 

Another burst of ‘risk-on’ sentiment and consequent weakening in the USD laid the platform for the NZD/USD’s gains, 
while a still-widening interest rate differential is delivering outperformance against the likes of AUD, GBP, EUR and JPY. 
NZD/JPY has now convincingly broken out of this year’s 75.00-80.00 range and trades at 4-year highs a shade below 82.00. 

There was no obvious catalyst for the brightening in risk sentiment. Global equity markets are up 0.4-0.7% amid a steady 
trickle of strong US corporate earnings results (including Johnson & Johnson and Travelers overnight). US and European 
bond yields are a few bps higher, and Brent crude prices are back up around 7-year highs following a near 1% gain 
overnight. US housing data for September (housing starts and building permits) were a shade weaker than expected but 
not market moving.  

Record high commodity export prices remain a key source of fundamental support for the NZD. We don’t see this trend 
turning around anytime soon. The GDT auction early this morning showed the overall dairy price index up 2.2% with WMP 
prices rising 1.5%. This keeps the positive trend alive and introduces clear upside risk onto our current season $8.20 kg/ms 
Fonterra Milk Price forecast. Milk price futures traded on the NZX currently imply around $8.60.  

A new bill to amend the Resource Management Act, jointly announced yesterday by the Government and Opposition, 
introduces several measures to allow increased residential densification and development. Most notably, homes of up to 
three stories will be able to be built without a resource consent (by August 2022). According to government estimates, 
these changes are expected to deliver 48-106k additional dwellings over the next 5-8 years. We’ve long flagged the role 
that limited supply has played in the recent house price surge. We estimate that NZ still has a dwelling shortage of 
between 40-60k, despite booming residential construction and 18 months of near-zero net inward migration. To the extent 
additional supply can be delivered, it’s positive from the perspective of helping restore balance to the housing market. The 
next challenge will be finding a builder. The construction industry is severely capacity-constrained and grappling with 
material shortages and cost inflation.    

Yesterday’s RBA Board Minutes for October stuck to the view that a durable lift in inflation is still many years away, 
consistent with the cash rate on hold until 2024. The Minutes also suggested again that macro-prudential policy will be 
the key tool to keep housing-related risks in check while interest rates remain low.  

Local market update: Consolidation was the order of the day yesterday following the rocket higher in wholesale interest 
rate yields of the previous day. Two- and ten-year swap yields drifted a few bps off their recent highs (of 2% and 2.55%, 
respectively). The OIS market continues to price a little over 150bps worth of OCR hikes over late 2021 and 2022, with a 
reasonable chance of a 50bps rate rise priced into the next two meetings.  

Day ahead: Quiet. Nothing in our time zone, with another drizzle of inflation data due out tonight in the UK and Canada 
(3.2% yoy and 4.3% expected, respectively). We’d expect the market to be more sensitive to the former given the jump 
forward in UK rate hike expectations over the past month.  Author: mike.jones@asb.co.nz 

u  

Currencies Currencies Commodities Equities

NZD/USD 0.7160 1.1% NZD/SEK 6.1708 0.6% CRB Index 237.891 -0.6% Dow 35390 0.4%

NZD/AUD 0.9574 0.2% NZD/NOK 5.9792 0.2% NZX WMP 3885 0.0% S&P 500 4512 0.6%

NZD/EUR 0.6151 0.8% NZD/THB 23.88 0.7% Gold $/o 1770.69 0.3% NASDAQ 15112 0.6%

NZD/JPY 81.83 1.1% AUD/USD 0.7479 0.8% WTI Oil $/b 83.4 1.2% FTSE 7218 0.2%

NZD/GBP 0.5188 0.6% EUR/USD 1.1640 0.2%  NZD Swap Rates (%) DAX 15516 0.3%

NZD/CAD 0.8849 0.9% USD/JPY 114.29 0.0% OCR 0.50 0.00 CAC-40 6670 0.0%

NZD/CHF 0.6605 1.0% 10 Yr Bond Yields (%) 3mth 0.76 -0.01 H.Seng 25787 1.5%

NZD/HKD 5.5671 1.1% NZ 2.41 -0.01 1yr 1.45 -0.05 Nikkei 29216 0.7%

NZD/SGD 0.9628 0.8% US 1.63 0.03 2yr 1.96 -0.04 ASX200 7375 -0.1%

NZD/DKK 4.5766 0.8% Aust 1.73 -0.02 5yr 2.31 -0.03 NZX50 13066 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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