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Yields rise as the RBNZ meeting looms 

Last week NZ 10 government bond yields firmed, with those for the 10-year tenor moving above 1.50%, a close to 20bp 
gain on a week ago. The RBNZ meeting on Wednesday afternoon is the big focus for the week ahead.  

In US economic data, the Markit 'flash' purchasing managers index for manufacturing fell from 59.2 to 58.5 in February, in 
line with expectations, and still pointing to solid expansion. The services PMI rose from 58.3 to 58.9, better than expected, 
and pointing to a solid expansionary outlook for the service sector. Existing home sales rose by 0.6% in January to 6.69 
million (better than expected).  The Eurozone composite PMI showed business activity fell for a fourth successive month in 
February, driven by the continued slump in the service sector. The UK composite PMI improved more than expected in 
February (actual: 49.8, consensus: 42.6) suggesting the UK economy is showing early signs of steadying. 

US sharemarkets were broadly flat on Friday. Shares in farm machinery maker, Deer & Co. rose by 9.9% after it upgraded 
its earnings outlook. Share prices fell in a number of technology companies: Facebook (-2.9%); Microsoft (-1.2%); and 
Amazon (-2.4%). The Dow Jones index rose by less than 0.1%. The S&P 500 index fell by 0.2% but the Nasdaq index rose by 
0.1%. Over the week the Dow rose 0.1%; S&P 500 fell 0.7%; Nasdaq lost 1.6%.   

European sharemarkets rose on Friday after data showed factory activity in February had lifted to a 3-year high. Basic 
resources rose by 2.8%. The pan-European STOXX 600 index rose by 0.5%, lifting the market to the third week of gains. The 
German Dax index rose by 0.8%. The UK FTSE index only edged 0.1% higher after the pound rose to its highest point 
against the US dollar in three years.  Meanwhile the NZ market slipped 0.7% on Friday and is trading over 7% down on its 
record level in early January.  Some of the strong dividend payers such as Meridian and Mercury have been under pressure 
as swap rates and government bond yields have risen, and Ryman Healthcare dropped 4.4% on Friday.  

US longer-term treasuries fell on Friday (yields higher). US 2-year yields were steady near 0.11%. And US 10-year yields 
rose by 5 points to near 1.34%. Over the week US 2-year yields were broadly flat while US 10-year yields rose by 14 points.  

Global oil prices fell by near 2% on Friday. Texas oil companies prepared to restart production after it was shuttered by the 
recent cold snap. Brent crude fell by 1.6% Friday to US$62.91 a barrel. Over the week, Brent prices rose by 0.8%. 

FX update: Major currencies were mixed against the US dollar in European and US trade on Friday. The NZD starts the 
week trading a shade below 73 US cents and 92.8 Australian cents.  The RBNZ meeting on Wednesday is the main catalyst 
for NZD movement this week. 

Day ahead:  There are no local data releases scheduled today. In the US, the Chicago Federal Reserve national activity 
index is released, along with the Dallas Fed manufacturing index. 

Week ahead local: The RBNZ meeting on Wednesday afternoon is the week’s major event.  A lot has happened since the 
RBNZ’s last meeting in November, with the local economic developments largely positive.  The improving economy is 
putting a lot of upward pressure on long term bond yields and swap rates.  The RBNZ’s take on things is keenly anticipated.  
We expect the RBNZ to leave the OCR unchanged over 2021 and leave its Large-Scale Asset Purchase programme cap 
unchanged at $100 billion.  But we do think the RBNZ could lift the OCR next year.  Read our RBNZ preview here.  On 
Tuesday we expect Q4 retail trade volumes to modestly decline circa 1% on the Q3 level, which would still be a strong 
result considering the massive catch-up in spending that occurred over the third quarter.  Business and consumer 
confidence (Thurs/Fri) data may be impacted by the COVID-19 restrictions, depending on when respondents filled in the 
survey. We expect the February merchandise trade release on Friday will show a deficit of $626m.  Week ahead 
international:  It’s a quiet week internationally.  In Australia, data on construction work done & wages (Wed), business 
capex (Thurs), and credit growth (Fri) are due over the week ahead. In the US the only release of note is data on the PCE 
deflator on Friday.  We expect the headline PCE deflator rose by 0.2% in January, largely because of a lift in gasoline prices 
over the month.  This should hold the annual rate steady at 1.3%.  Author: chris.tennent-brown@asb.co.nz  

 
 

Currencies Currencies Commodities Equities

NZD/USD 0.7295 0.1% NZD/SEK 6.044 0.0% NZX WMP 3670.0 1.1% Dow 31494 0.0%

NZD/AUD 0.9281 0.1% NZD/DKK 4.477 0.0% Gold $/o 1784.3 0.5% S&P 500 3907 -0.2%

NZD/EUR 0.6020 0.0% NZD/THB 21.9 1.3% WTI Oil $/b 59.2 -2.1% NASDAQ 13874 0.1%

NZD/JPY 76.89 0.0% AUD/USD 0.7858 0.0% Money Market (%) FTSE 6624 0.1%

NZD/GBP 0.5205 0.0% EUR/USD 1.211 0.0% 90 Day BB 0.28 0.00 CAC-40 5774 0.8%

NZD/CAD 0.9208 0.0% USD/JPY 105.4 -0.1% OCR 0.25 0.00 DAX 13993 0.8%

NZD/CHF 0.6538 0.0% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 30645 0.2%

NZD/HKD 5.658 0.1% NZ 1.51 0.02 1yr 0.29 0.00 Nikkei 30018 -0.7%

NZD/SGD 0.9662 0.0% US 1.34 0.04 2yr 0.36 0.00 ASX200 6794 -1.3%

NZD/CNH 4.724 0.0% Aust 1.44 0.07 5yr 0.89 0.00 NZX50 12549 -0.7%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-preview-feb21-mps.pdf
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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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