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Chucking it into reverse 

• Market movements overnight have been choppy with the general trend being for a mild reversal of recent price 
action. Most notably, investors hit pause on the surge in US interest rates with the 10-year bond yield off a little over 
10bps from its 2.98% peak earlier in the session. The US dollar has also backed up in tandem with US rates, pushing 
all of the major currencies higher including the NZD/USD (+1%).  
 

• After an encouraging open thanks to a positive lead from Europe (Euro Stoxx 50 +1.7%), US equity markets are 
dipping back into the red as we write (S&P500 -0.1%, NASDAQ -0.9%). The underperformance of the tech-heavy 
NASDAQ is being widely attributed to a weak update from Netflix, in which it reported its first subscriber decline in 
more than a decade and forecast additional, larger subscriber losses ahead. Netflix shares cratered 36%.  

 

• There was no obvious catalyst for the sudden pull-back in US yields, other than a short-term correction perhaps 
being overdue given how ridiculously fast yields have risen. Fed rhetoric continues to come thick and fast and points 
toward an urgent need to get the Fed Funds rate back to, and possibly above, neural (thought to be around 2.5%, 
against the current 0.5%). The ordinarily dovish San Francisco Fed President Daly said overnight that “I see an 
expeditious march to neutral” and the case for a 50bps hike was “complete”. Markets already price two consecutive 
50bps hikes in May and June.  
 

• FX Update: The NZD/USD jumped ¾ cent to around 0.6800 overnight on the back of broad USD weakness. 
Importantly this solidifies the 0.6730 support level, which held again, and reinforces the recent 0.6730-0.7000 
sideways trading range. We remain of the view 0.6850 resistance will be a tough nut to crack this week, but could be 
tested in the wake of an upside surprise on NZ (core) inflation today (see below).  

 

• NZD/JPY managed to creep up to a fresh 7-year high around 87.20 yesterday afternoon. This despite a mild 
recovery in all things JPY over the past 24 hours (USD/JPY from 129 to 128) as investors mull the risk of Bank of Japan 
intervention to lean against JPY weakness. Our CBA colleagues think the risk of such has increased. But the key driver 
of JPY weakness – diverging monetary policy – remains intact. Yesterday the BoJ again bought government bonds to 
ensure the 10-year Japanese bond yield doesn’t exceed the 0.25% upper limit under its YCC policy.    

 

• Day ahead: Today’s first quarter inflation outturn will be a whopper – we expect a 2.2% quarterly increase in the 
CPI to lift annual CPI inflation to 7.3% (market: 7.1%). This will most likely mark the peak this cycle. The spike in 
headline inflation is now well understood and priced, but what will be more interesting is what core inflation 
measures say about the likely persistence of high inflation. These are already all sitting uncomfortably above the 
RBNZ’s 1-3% inflation target and are set to rise further in Q1. The most closely-watched of these, given its 
importance in RBNZ modelling, will be the RBNZ’s Sector Factor Model released at 3pm.     

 

• Tonight, both ECB chief Lagarde and Fed chair Powell are speaking. March Eurozone inflation is expected to hold 
steady at 7.5% y/y, while the US data calendar offers up a smattering of 2nd tier housing data.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6806 1.0% NZD/SEK 6.4202 -0.1% CRB Index 307.243 0.1% Dow 35266 1.0%

NZD/AUD 0.9136 0.1% NZD/NOK 5.9934 0.7% NZX WMP #N/A N/A NA S&P 500 4464 0.0%

NZD/EUR 0.6270 0.5% NZD/THB 22.99 1.0% Gold $/o 1957.01 0.4% NASDAQ 13513 -0.8%

NZD/JPY 86.93 0.2% AUD/USD 0.7449 1.0% WTI Oil $/b 103.1 0.5% FTSE 7629 0.4%

NZD/GBP 0.5209 0.5% EUR/USD 1.0853 0.6%  NZD Swap Rates (%) DAX 14362 1.5%

NZD/CAD 0.8504 0.0% USD/JPY 127.75 -0.9% OCR 1.50 0.00 CAC-40 6625 1.4%

NZD/CHF 0.6452 0.6% 10 Yr Bond Yields (%) 3mth 1.93 0.02 H.Seng 20945 -0.4%

NZD/HKD 5.3385 1.1% NZ 3.51 0.04 1yr 3.08 0.05 Nikkei 27218 0.9%

NZD/SGD 0.9275 0.7% US 2.85 -0.09 2yr 3.60 0.02 ASX200 7569 0.1%

NZD/DKK 4.6649 0.5% Aust 3.11 0.04 5yr 3.74 0.01 NZX50 11966 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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