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Shares continue their falls 

Overnight, there’s been a deepening of the tumble in equities that began on Friday. As of the time of writing, all major 
indices on Wall Street and most indices in Europe have notched up some sizable falls. The Dow is down 2.58%, the Nasdaq 
down 3.22% and the S&P500 2.74%. These are some of the largest intraday falls in nearly 12 months. 

Market analysts have – not unreasonably – settled on the instability in the Chinese property sector as the big source of 
jitters. Evergrande, a major Chinese property developer, is heavily indebted and is teetering on the brink of collapse after 
the introduction of new borrowing rules by Beijing. Contagion is a source of concern for markets given Evergrande 
reportedly owes money to 171 Chinese banks and 121 financial firms per The Economist Intelligence Unit.  

The kerfuffle in China might isn’t the only thing likely to be bothering investors. Anxiety about the Fed’s timeframe for 
tapering asset purchases and tightening monetary policy is another theme, despite the softer US CPI result last week. The 
US’s periodic stoush over raising its debt limit is also heating up, with Treasury Sec Janet Yellen warning of ‘economic 
catastrophe’ if lawmakers fail to act. Congressional Democrats will seek an extension out to December 2022. 

Outside of equities, the risk-off tone in markets was evident across the board. Commodity prices have all suffered big 
declines, with iron ore in particular about 4.66% lower. On the currency front, investors are parking their cash in the 
traditional safe-haven USD, JPY and Swiss Franc, which have been the strongest performers. NZD and AUD have been two 
of the softer performers in the G10. As at the time of writing, NZD/USD is holding just shy of 0.703 while NZD/AUD is 
tracking sideways around 0.969. 

Government bond yields are lower across the board in the US and Europe, with curves under flattening pressure. The 
10-year US Treasury yield has fallen around 5bps to 1.309%. It’s obviously a big week for central banks with the BoJ, BoE 
and (especially) the Fed all meeting this week. We haven’t heard anything from Fed grandees on the wires overnight, but 
the ECB’s Villeroy de Galhau has been on the wires emphasising its view present inflationary pressures will prove 
temporary. 

Local Recap: Local markets were relatively quiet yesterday, ahead of the 4pm news Auckland will move down to Alert Level 
3 from 11.59pm tonight. Market moves were typically modest, with equities down 0.42% over the day and government 
bond yields lifting and steepening marginally. OIS pricing eased off a little over the course of the day, but still has circa 
32bps of hikes priced for the next RBNZ meeting, with 62bps in total priced by year-end. It will be worth reading through 
RBNZ Assistant Governor Hawkesby’s speech notes at 9am (more on that below).  

Day ahead: Locally, there are a couple of second-tier releases today with consumer confidence figures (9:00am NZT) and 
card spending (3:00pm) both out. However, the real highlight will be the release of speech notes from RBNZ Assistant 
Governor Christian Hawkesby at 9am on ‘A least regrets approach to uncertainty,’ prepared for presentation at a 
conference which has been postponed given the recent alert level moves. Interestingly, the RBNZ has decided to publish 
the speech anyway, which suggest its keen to smooth the ground ahead of next month’s Monetary Policy Review, where 
we expect it to hike the OCR by 25bps. 

Elsewhere, the latest RBA meeting minutes will be out in Aussie, which should provide a bit more colour around the Bank’s 
debate about continuing its taper a fortnight ago. The first returns for the Canadian election will trickle out over the course 
of the day, though market implications should be limited with voters likely to return Justin Trudeau’s Liberal Party with 
either a plurality of seats or a small majority. Overnight, the latest GlobalDairyTrade auction is expected to show modest 
gains for whole milk powder (circa +1.5%). Author: nathaniel.keall@asb.co.nz  

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.7034 0.0% NZD/SEK 6.108 0.1% NZX WMP 3710.0 -0.4% Dow 33917 -2.1%

NZD/AUD 0.9692 0.1% NZD/DKK 4.459 0.0% Gold $/o 1764.0 0.5% S&P 500 4336 -2.3%

NZD/EUR 0.5997 0.0% NZD/THB 23.5 0.1% WTI Oil $/b 70.6 -2.0% NASDAQ 14682 -2.6%

NZD/JPY 76.95 -0.5% AUD/USD 0.7257 -0.1% Money Market (%) FTSE 6904 -0.9%

NZD/GBP 0.5148 0.6% EUR/USD 1.173 0.0% 90 Day BB 0.68 -0.01 CAC-40 6456 -1.7%

NZD/CAD 0.9014 0.4% USD/JPY 109.4 -0.5% OCR 0.25 0.00 DAX 15132 -2.3%

NZD/CHF 0.6525 -0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24099 -3.3%

NZD/HKD 5.478 0.1% NZ 1.96 0.02 1yr 1.14 -0.03 Nikkei 30500 0.6%

NZD/SGD 0.9509 0.2% US 1.31 -0.05 2yr 1.50 0.00 ASX200 7248 -2.1%

NZD/CNH 4.559 0.0% Aust 1.31 0.00 5yr 1.82 0.00 NZX50 13179 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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