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Curb your enthusiasm  

Local markets have, rightly, backed off the idea of a 50bps RBNZ rate hike in October or November following a speech 
from RBNZ Assistant Governor Hawkesby yesterday. Wholesale interest rates and the NZ dollar jagged a little lower as a 
result. But the market continues to fully price 25bps OCR hikes in each of October, November, and February and this has 
limited the fallout. Market pricing now neatly aligns with our own view.  

Hawkesby introduced a new avian species into the monetary policy lexicon. The White Heron (he Kotuku) now sits 
alongside hawks and doves (does that make the adjective “Heronish”?). The speech was a closer examination of the Bank’s 
“least regrets” approach to setting monetary policy. But the key take-out for market-watchers was: “when there is a typical 
amount of uncertainty…central banks globally tend to follow a smoothed path and keep their policy rate unchanged or 
move in 25 basis point increments (our emphasis)”. He couldn’t have been clearer.  

Yesterday’s RBA minutes passed with little fanfare. The RBA Board stuck to the script and reiterated its view that, “the 
Delta variant has delayed, but not derailed, the recovery.” The base case from our CBA colleagues remains that the Aussie 
economy is likely to be recovering sufficiently by February for the RBA to taper again at that time. 

Overnight, there’s been a modest recovery in risk appetite. But it was more about taking a breather from the selling of 
the past few sessions than being linked to any specific positive catalyst. Notably, there hasn’t been any real news or 
resolution to the crisis surrounding Chinese property developer Evergrande. Bloomberg reports the group missed interest 
payments due to two large bank creditors on Monday, and interest payments on two bonds, due Thursday, are now being 
closely watched. This, as well as tomorrow morning’s FOMC meeting, present sizeable event risk for investors, and markets 
are largely marking time as a result.  

After gains of around 1% in European stock indices, the S&P500 is up around 0.4%. US bond yields and commodity prices 
are essentially flat. US housing data for August released overnight was strong, but not market-moving. Housing starts rose 
3.9% over the month (1% expected) and building permits jumped 6%.  

There wasn’t too much of a CAD reaction to the news Canadian PM Trudeau has been re-elected. His Liberal Party won 
158 of 338 seats in the House of Commons, one more seat than he won in 2019. However, this still falls short of the 
majority he was seeking.  

This morning’s GDT auction saw the main price index rise 1%, a solid result following the 4% lift at the previous auction. 
Key WMP prices were up 2.2%, with cheese down 1.2% and butter down 1.9%. Recent gains in WMP prices have been 
stronger than that implied by our $7.90 kg/ms forecast, which is now under review.  

FX update: It’s been a mixed night for FX markets with the commodity currencies generally underperforming. The 
NZD/USD has chopped sideways in a 0.7000-0.7050 range.  

Day ahead: The Bank of Japan should maintain the status quo at its meeting today. There’s little else of note in the Asian 
time zone. Tonight, or more correctly tomorrow morning (6am), brings the latest FOMC announcement. We’re not 
expecting any change in policy settings this time around (tapering decision likely in Nov), but volatility is likely given the 
Fed will be updating its economic projections. There will be particular attention on the Fed’s “dot plot” interest rate 
projections. Author: mike.jones@asb.co.nz 

 

Currencies Currencies Commodities Equities

NZD/USD 0.7005 -0.4% NZD/SEK 6.089 -0.3% NZX WMP 3700.0 -0.1% Dow 33920 -0.1%

NZD/AUD 0.9689 -0.1% NZD/DKK 4.443 -0.4% Gold $/o 1774.6 0.6% S&P 500 4360 0.0%

NZD/EUR 0.5974 -0.4% NZD/THB 23.4 -0.4% WTI Oil $/b 70.6 0.4% NASDAQ 14746 0.2%

NZD/JPY 76.50 -0.5% AUD/USD 0.7230 -0.3% Money Market (%) FTSE 6981 1.1%

NZD/GBP 0.5128 -0.4% EUR/USD 1.173 0.0% 90 Day BB 0.61 -0.06 CAC-40 6553 1.5%

NZD/CAD 0.8981 -0.3% USD/JPY 109.2 -0.2% OCR 0.25 0.00 DAX 15349 1.4%

NZD/CHF 0.6470 -0.8% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24222 0.5%

NZD/HKD 5.456 -0.4% NZ 1.93 -0.03 1yr 1.11 -0.07 Nikkei 29840 -2.2%

NZD/SGD 0.9475 -0.4% US 1.32 0.01 2yr 1.43 -0.05 ASX200 7274 0.4%

NZD/CNH 4.542 -0.4% Aust 1.27 -0.03 5yr 1.78 -0.03 NZX50 13177 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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