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What goes up must come down (but only a smidge) 

• Overnight, the main theme has been a minor reversal of the trends seen over recent days. In other words, equities 
have ended their rally, bond yields have softened a bit and the VIX index (a proxy for risk aversion) has ticked up 
modestly. There’s no obvious catalyst for those moves as such – market trends are rarely linear – and the slightly 
softer sentiment certainly hasn’t been dramatic enough to reverse things entirely: sharemarkets are well past their 
late-Feb/early-March lows, Treasury yields aren’t far off multi-year highs and the VIX is still below where it opened 
the week. 
 

• Equities are down across North America and Europe. The three major Wall Street indices are uniformly down 
roughly 1% each, while European stocks have continued their tendency to underperform when risk sentiment is on 
the wane, with the pan-European Stoxx down close to 1½%. As we note above, and after six consecutive rallies, last 
night’s fall still leaves equities well above their late-Feb low, albeit still below where we opened the year. 

 

• Bond yields have edged lower across the board. As we note above, there hasn’t been an obvious catalyst for such a 
move – UK inflation data out overnight actually printed above market expectations, hitting 6.2% yoy vs a surveyed 
6%. Meanwhile, comments by Fed speakers Mary Daly and Loretta Mester overnight have broadly reinforced the 
Bank’s hawkish turn (the Fed will do ‘whatever it takes’ to ensure price stability, to paraphrase the former. The 
upshot is the US 2-year and 10-year have lost about 8-10bps each to trade at 2.11% 2.32%. That only takes them 
back to where they were a couple of days ago, given how sharp the move up yields was previously. 

 

• Commodities prices have lifted across the board, on both the hard and the soft side. That includes a decent lift in 
oil prices overnight, with WTI Crude now up around US$115, while Brent Crude has surpassed the US$120 mark. 

 

• Despite the softer tone, it hasn’t been a particularly strong night for the USD, which was at the lower end of the 
G10. The bigger theme seems to be higher commodity prices supporting their relevant currencies, with AUD and 
NOK the top performer, followed by NZD. Those trends have seen NZD/USD lift just under half a cent to near 0.6980, 
while NZD/AUD has edged back near 0.9300. 

 

• Local Recap: A quieter day for wholesale rates locally, with the NZ 2-year ending the day basically unchanged near 
3.16% and the 10-year down about 5bps to 3.44%. Note that this still leaves both up circa 20-30bps on where they 
were a mere fortnight ago. Weirdly, the NZX actually eased 1.2% over the day though, despite the positive risk 
sentiment witnessed offshore  

 

• In other local news, the Government announced some changes to the traffic light COVID management system. You 
can read the full breakdown here, but the upshot is that various indoor/outdoor gathering limits are being relaxed 
and most vaccine mandates are on the way out. Implications for our forecasts are fairly limited. The former offers 
some upside for the hospo industry, but we still expect a more cautious household sector to be the bigger headwind 
looking ahead.  Meanwhile, New Zealand’s vaccination rates are already very high (in part because of those very 
same mandates – a point the PM herself made), so there isn’t a tremendous amount of additional discretionary 
spending to be unlocked there. 
 

• Day ahead: Absolutely nothing of note on the domestic front today. Overnight the usual Thursday weekly jobless 
claims data is out, along with some PMI info that might get a few column inches. 

 

• Author: nathaniel.keall@asb.co.nz  
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Currencies Currencies Commodities Equities

NZD/USD 0.6986 0.4% NZD/SEK 6.592 0.2% NZX WMP 4675.0 0.5% Dow 34463 -1.0%

NZD/AUD 0.9309 -0.1% NZD/DKK 4.719 0.5% Gold $/o 1939.3 0.9% S&P 500 4475 -0.8%

NZD/EUR 0.6344 0.6% NZD/THB 23.5 0.8% WTI Oil $/b 115.4 3.3% NASDAQ 13983 -0.9%

NZD/JPY 84.62 0.8% AUD/USD 0.7504 0.5% Money Market (%) FTSE 7461 -0.2%

NZD/GBP 0.5290 0.8% EUR/USD 1.101 -0.2% 90 Day BB 1.58 0.00 CAC-40 6581 -1.2%

NZD/CAD 0.8777 0.3% USD/JPY 121.1 0.3% OCR 1.00 0.00 DAX 14284 -1.3%

NZD/CHF 0.6501 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 22154 1.2%

NZD/HKD 5.465 0.3% NZ 3.33 0.04 1yr 2.65 0.01 Nikkei 28040 3.0%

NZD/SGD 0.9483 0.4% US 2.31 -0.07 2yr 3.14 -0.05 ASX200 7378 0.5%

NZD/CNH 4.463 0.5% Aust 2.78 0.05 5yr 3.38 -0.06 NZX50 12061 0.0%
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