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Markets scale the wall of worry as earnings data rolls in 

The more positive shift in risk sentiment has continued overnight, helped by strong corporate earnings data. Verizon, 
Netflix and United Airlines were some of the big players who’ve reported in the last day or so. For now, the so-called ‘wall 
of worry’ has taken a back seat, and investors aren’t feeling as anxious. 

As a consequence, most equity indices have edged back up towards (and in some cases exceeding) record highs. On Wall 
Street, the Dow is up 0.44% and the S&P500 is up 0.34%. Only the tech-heavy Nasdaq is lower (-0.10%). Share markets are 
a sea of green across the Atlantic in Europe. 

Treasury yields were lower overnight, with the 10-year paring back from the 1.67% mark it peaked at yesterday. 
Government bond yields were mostly lower in Europe too. Central bank policymakers have been out with some mixed 
messages. The ECB’s Francois Villeroy de Galhau claimed the recent inflation spike would be temporary, but also said the 
European recovery was ‘very strong.’ Fed Governor Randy Quarles said the Fed had not yet met its test to lift rates and 
that inflation expectations were still anchored, but also added that there are upside risks to the Fed’s inflation view. 
Quarles backs a November taper decision, with the process ending in mid-2022.  

In line with the lift in risk sentiment, safe-haven currencies have been the losers overnight and NZD has done well. The 
NZD was up against all of its G10 peers, with NZD/USD currently at the top end of its circa 0.716-0.721 overnight range. A 
higher AUD means NZD/AUD is up more marginally, trading in a circa 0.956-0.960 overnight range.  

The improvement in risk sentiment has come even as there have been some new developments in the saga of 
embattled Chinese property developer Evergrande. Another real estate firm, Sinic Holdings, defaulted on a dollar bond, 
following on from an earlier default by developer Fantasia Holdings earlier in the week. It’s another source of anxiety for 
investors exposed to the Chinese Property market. Evergrande – which is much bigger than Sinic – faces the end of a 30-
day grace period to pay overdue interest payments on its own dollar bonds at the end of the week. Overnight the property 
group has also made the intriguing decision to pull out of negotiations to sell its property-management arm, which would 
have provided a bit of cashflow. Last week, the People’s Bank of China stated the risks to China’s broader financial system 
could be contained.  

Inflation Watch: UK headline CPI +3.1% YoY and core +2.9% YoY, largely in line with expectations and little changed from 
August. Canada headline CPI +4.4% YoY, core median +2.8%, also largely in line with expectations. 

Local Recap: It was quiet in the daylight hours yesterday after the excitement earlier in the week. The OIS market 
continues to point to circa 150bps of OCR hikes over the rest of 2021 and 2022, with north of 50bps prices for the next two 
meetings. The NZ 2- and 10- year swaps continued to edge slightly off their respective highs of 2% and 2.58% but remain 
well north of their pre-CPI release levels. The NZX was up 0.37% in line with broader gains across Asia (despite the ongoing 
Evergrande saga we discussed above). 

We’ve revised our 2021/22 dairy season Fonterra farmgate milk price forecast to $8.75 per kgms – which would 
represent the highest result on record. Yesterday morning’s GlobalDairyTrade auction showed demand holding up well, 
while supply signals over recent weeks continue to suggest NZ production is off to a slow start as we move through the 
peak production month. You can read our full rundown here. 

Day ahead: Today’s only local release is RBNZ card spending data, out at 3pm. Things aren’t much livelier overnight. At 
8am tomorrow, RBA Governor Lowe speaks at Universidad de Chile's Conference on Central Bank Independence. Its 
unlikely there will be any headlines on the RBA’s policy view out of that particular gabfest.   Author: 
nathaniel.keall@asb.co.nz  

 

Currencies Currencies Commodities Equities

NZD/USD 0.7207 0.7% NZD/SEK 6.185 0.3% NZX WMP 3885.0 0.0% Dow 35618 0.4%

NZD/AUD 0.9580 0.1% NZD/DKK 4.600 0.5% Gold $/o 1786.4 1.0% S&P 500 4535 0.4%

NZD/EUR 0.6181 0.5% NZD/THB 24.0 0.8% WTI Oil $/b 83.9 1.1% NASDAQ 15117 -0.1%

NZD/JPY 82.31 0.6% AUD/USD 0.7522 0.6% Money Market (%) FTSE 7223 0.1%

NZD/GBP 0.5210 0.5% EUR/USD 1.166 0.2% 90 Day BB 0.76 0.00 CAC-40 6706 0.5%

NZD/CAD 0.8876 0.3% USD/JPY 114.2 -0.1% OCR 0.50 0.00 DAX 15523 0.0%

NZD/CHF 0.6621 0.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 26136 1.4%

NZD/HKD 5.603 0.7% NZ 2.45 0.04 1yr 1.43 -0.03 Nikkei 29256 0.1%

NZD/SGD 0.9679 0.6% US 1.63 0.00 2yr 1.92 -0.03 ASX200 7414 0.5%

NZD/CNH 4.607 0.5% Aust 1.81 0.08 5yr 2.30 0.00 NZX50 13114 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/rural-economic-note/fonterra-milk-price-october-21.pdf
mailto:nathaniel.keall@asb.co.nz
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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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