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Throwing it into reverse 

Markets threw it into reverse overnight, with the strong market sentiment of late succumbing to more of a ‘risk off’ 
mood. There hasn’t been any obvious catalyst for such, although newswires are quoting concern about the latest 
resurgence in COVID cases, particularly in developing countries like India, Turkey and Brazil. India recorded 294k new cases 
yesterday, accounting for more than half of all new reported cases globally. 

US stocks notched up their biggest declines in a month, with the S&P500 off 0.8% and the Dow down 0.9%. This followed 
an even more negative session in Europe (Eurostoxx50 -2%). Measures of volatility like the VIX index moved a little higher 
and US long bond yields are about 5bps lower, but still firmly within recent ranges. Reflecting the aggressive run-up in 
stock markets in recent times, we note that last night’s correction in the S&P500 only takes the index back to where it was 
this time last week.  

To date, the corporate earnings season has tended to beat expectations, another support for sharemarkets. This is true on 
both sides of the Atlantic. 90% of S&P500 companies that have reported earnings so far have announced stronger-than-
expected results. Following last week’s financials-heavy earnings reports, the big tech stocks are up next starting with 
Netflix after the US close today.  

There hasn’t been much in the way of economic data released overnight, but we did get an update on the UK labour 
market. These figures showed the UK labour market faring better than the Bank of England’s (BoE) projections (similar to 
the situation in AU and NZ) but plenty of slack remains. The UK unemployment rate dipped 1pts to 4.9% in the three 
months to February (consensus: 5.0%, BoE: 5.5% over Q1).  

The April RBA Board meeting was a low-key affair and so it was with yesterday’s Minutes. These indicated the RBA is 
growing more upbeat on economic activity, but is less convinced on how quickly this will spill over into wages and inflation. 
Our mates at CBA expect this to happen sooner than the current RBA view, which will ultimately result in the RBA moving 
away from its 2024 cash rate guidance later this year. Both the AUD and Aussie wholesale yields lifted following the release 
of the Minutes, although higher US yields spilling over from the overnight session was the dominant driver on the day.  

Last night’s GDT auction turned out a little weaker than futures markets expected. The overall GDT price index dipped 
0.1% with key wholemilk powder prices up 0.4%. We maintain our $7.60 kg/ms Fonterra Milk Price forecast for this season 
and $7.30 for next season, but continue to note the upside risks to this outlook.   

FX comment: Risk-off sentiment delivered the expected reaction in currency markets, with the ‘safe-haven’ USD on the 
front foot and growth-sensitive currencies like the AUD, CAD, and NZD all tending to underperform (although the NZD less 
so). A 1.5% fall in oil prices has seen the oil-linked currencies – CAD and NOK – post the biggest declines against the USD. 
Having broken above 0.7200 for the first time in a month yesterday, the NZD/USD has settled a little lower around 0.7170. 

Day ahead: We’re expecting this morning’s NZ CPI to print just south of RBNZ expectations (ASB & market: 0.8% qoq, 1.5% 
yoy, RBNZ 1.1%/1.7%). A small miss from expectations shouldn’t trouble the market scorers greatly. The bigger test of the 
RBNZ’s inflation tolerance will come later in the year as CPI inflation rises up through 2%. Australia has retail sales for 
March at 1:30pm NZT and, tonight, the Bank of Canada (BoC) is expected to keep its overnight rate at the 0.25% lower 
bound and emphasise again it expects to keep rates at this level “until into 2023”. The BoC is also expected to announce a 
tapering of its bond buying. Author: mike.jones@asb.co.nz 
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Currencies Currencies Commodities Equities

NZD/USD 0.7170 -0.2% NZD/SEK 6.0516 0.3% CRB Index 193.8 -0.1% Dow 33821 -0.8%

NZD/AUD 0.9290 0.3% NZD/NOK 5.9944 0.6% NZX WMP 4170 0.2% S&P 500 4137 -0.6%

NZD/EUR 0.5960 NA NZD/THB 22.43 0.1% Gold $/o 1778 0.4% NASDAQ 13786 -0.9%

NZD/JPY 77.52 NA AUD/USD 0.7718 -0.5% WTI Oil $/b 62.4 -1.5% FTSE 6860 -2.0%

NZD/GBP 0.5146 NA EUR/USD 1.2031 0.0%  NZD Swap Rates (%) DAX 15130 -1.6%

NZD/CAD 0.9048 NA USD/JPY 108.11 0.0% OCR 0.25 0.00 CAC-40 6165 -2.1%

NZD/CHF 0.6569 10.3% 10 Yr Bond Yields (%) 3mth 0.34 0.00 H.Seng 29136 0.1%

NZD/HKD 5.5651 -0.2% NZ 1.64 0.04 1yr 0.36 0.00 Nikkei 29100 -2.0%

NZD/SGD 0.9529 -0.2% US 1.56 -0.04 2yr 0.47 0.01 ASX200 7018 -0.7%

NZD/DKK 4.4321 -0.1% Aust 1.79 0.07 5yr 1.06 0.00 NZX50 12679 -0.7%
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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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