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Stocks down, commodities up as all eyes remain on Ukraine  

Global equity markets have suffered their third consecutive down day as Putin edges closer to war in Ukraine, and the 
rest of the world starts to react. Russia’s move to send troops into two separatist republics in Ukraine has been greeted 
with condemnation around the world. The UK and Europe have started to roll out (limited) sanctions against Russia and 
have promised more to come unless there is de-escalation, something that looks unlikely in the short-term.  

The three major US stock indices are down 1.6-2.0%, with the S&P500 making a fresh 7-month low a little over 10% 
below where it started the year. The VIX index is back up around 30%, a level indicative of heightened risk aversion. 
Surprisingly given this backdrop, there hasn’t been any major fallout for the normally ‘risk-sensitive’ NZD/USD.  

Indeed, both the NZD and AUD have been amongst the strongest performing G10 currencies overnight, albeit inside 
relatively tight ranges. The NZD/USD is up around 30 pips from this time yesterday, and is likely to tread water into this 
week’s major risk event, the RBNZ policy announcement at 2pm (see below).   

Commodity prices have continued to lift reflecting the risk of war and associated potential disruption to global oil and 
gas supply. Brent crude prices are up a further 1.6% in overnight trade to the highest level since 2014 (US$96.50/barrel). 
Gas prices are up a similar amount, not helped by Germany’s warning that the opening of the Nord Stream 2 gas pipeline 
from Russia would now be put on hold.  

Economic data continues to take a back-seat but, for the record, last night’s batch was impressive. Surveyed business 
and manufacturing expectations out of the US and Germany both outstripped already lofty expectations as both 
countries move past their respective Omicron outbreaks. The US manufacturing PMI jumped from 55.5 to 57.5 in 
February (56.0 expected) and the German IFO “business climate” index also rose by much more than was expected.  

Day ahead: Market reaction to this afternoon’s RBNZ interest rate decision will be driven by two factors. First, the 
decision to hike 25bps vs. 50bps. We favour the former which, if correct, would see some knee-jerk downward pressure 
on wholesale rates and the NZD given markets ascribe a 20% chance of a 50bps hike. Second, and probably more 
importantly, the end point for the Bank’s OCR forecasts. We reckon market expectations are centred around 2.75%-
3.00% (from 2.6% last time). So there’s a reasonable hurdle for a (NZD positive) hawkish surprise. Overall, we’re not 
expecting fireworks. The RBNZ will want to do just enough to underwrite the trend tightening in financial conditions.    

Across the ditch, our mates at CBA expect a lift in the all-important Aussie wage price index, to 2.4%y/y in Q4 (from 
2.2%). A 3% q/q lift in construction activity is forecast for Q4 thanks to operators getting back on the tools in NSW.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6733 0.5% NZD/SEK 6.3018 -0.4% CRB Index 263.6 0.0% Dow 33397 -2.0%

NZD/AUD 0.9341 0.2% NZD/NOK 5.9970 -0.7% NZX WMP #N/A N/A#VALUE! S&P 500 4278 -1.6%

NZD/EUR 0.5945 0.4% NZD/THB 21.85 1.1% Gold $/o 1904 -0.1% NASDAQ 13271 -2.0%

NZD/JPY 77.41 0.7% AUD/USD 0.7207 0.3% WTI Oil $/b 92.1 1.1% FTSE 7494 0.1%

NZD/GBP 0.4959 0.6% EUR/USD 1.1326 0.2%  NZD Swap Rates (%) DAX 14693 -0.3%

NZD/CAD 0.8606 0.7% USD/JPY 114.98 0.2% OCR 0.75 0.00 CAC-40 6788 0.0%

NZD/CHF 0.6203 1.1% 10 Yr Bond Yields (%) 3mth 1.25 0.00 H.Seng 23520 -2.7%

NZD/HKD 5.2526 0.5% NZ 2.70 -0.06 1yr 2.09 0.00 Nikkei 26450 -1.7%

NZD/SGD 0.9064 0.4% US 1.93 0.00 2yr 2.58 0.03 ASX200 7161 -1.0%

NZD/DKK 4.4221 0.3% Aust 2.20 -0.02 5yr 2.89 0.03 NZX50 12115 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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