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Markets move sideways as global recovery gains momentum  

Markets traded in a sideways fashion heading into the weekend. The cross currents provided by strong global data (see 
below), lingering concerns over inflation and waning investor appetite for stocks largely cancelled themselves out. The 
MSCI global equity index was little changed. The S&P500 (-0.1%, -0.4% for the week) and Nasdaq were down (-0.5%, 
+0.3%), whilst the Dow gained 0.4% (-0.5% for week). Volatility (as proxied by the CBOE index) was generally low.  The 
FTSE100 was flat, but other European stocks were boosted by the prospect of easing pandemic restrictions, dovish ECB 
comments and the improving tone of data. Stocks were generally higher in the Asian session (Chinese stocks were lower), 
with 0.2% gains in the ASX 200 and the NZX 50. 

There were small moves in government bond yields, with US 10-year Treasury yields (last 1.62%) trading in a 1.61%-1.64% 
range to end the week down 3bps.  European bond yields eased after ECB officials (see below) dispelled the likelihood of 
an impending pullback (or tapering) of asset purchases. NZ 10-year government bond yields (1.81%) were down 5bps for 
the week, outpacing the 2bp drop in Australian 10-year bond yields (1.72%). The higher USD depressed USD-denominated 
commodity prices. Energy prices rebounded from sharp falls triggered by the lifting of Iranian sanctions, with near-term 
contract prices up 2-3% for Brent (USD66.44 per barrel) and WTI (63.58). Prices for Bitcoin remained volatile, falling below 
USD33k after China warned of a crackdown on cryptocurrency mining. 

Global data was robust. The US May preliminary Markit manufacturing PMI touched its highest level in the 12-year history 
of the series (61.5 versus mkt: 60.1), with firms seeking to pass on higher costs from suppliers.  The May US services PMI 
hit a record 70.1 (mkt: 64.3). Low inventory depressed existing US home sales (-2.7% mom) in April, but the median sales 
price surged 19.1% yoy to a record high USD341.6k. Global manufacturing PMIs - Australia (59.9 vs 59.7 prior), UK (66.1 vs 
mkt: 60.8), Eurozone (62.8 vs mkt: 62.5) also remained robust, with the European services PMI (55.1) and UK services PMI 
(61.8) close to, or at, record highs. UK April retail trade (+9.2% mom versus mkt: +4.4% mom) was also strong. 

San Francisco Fed President Daly (2021 voter) stuck to the script, viewing the pick-up in US inflation to be temporary 
(cooling over 2022), noting that US monetary policy settings were in a good place and that policy makers needed to be 
patient. The Recall, that the April Fed Minutes cited that a number of participants (which likely included Fed Presidents 
Harker and Kaplan (both non-voters for 2021)) were keen to discuss when and how quickly to taper the USD120bn in 
monthly asset purchases, but these look to be in the minority for now. Comments by ECB President Lagarde and Vice 
President De Guindos played down the risk of a major change in ECB policy settings, with Lagarde reiterating the 
commitment to “maintain favourable financial conditions throughout the whole pandemic period”. 

Australian preliminary retail trade rose a stronger than expected 1.1% mom in April 2021 (+1.3% mom prior), with annual 
growth jumping to 25.1%. Our CBA colleagues are positive on the retail outlook given many tailwinds for retail spending 
and household consumption more generally. The May services PMI eased from 58.8 to 58.2, which was still one of the 
highest readings in the 3-year history of the survey. We have a similar positive outlook for NZ retail spending. 

FX update: The USD has generally reigned supreme, with the NZD amongst the laggards of the G10, easing against the 
USD, euro, sterling and yen. The NZD is towards the lower part of its 0.7150 to 0.7230 USD range, but has held closer to 93 
Australian cents. We expect the RBNZ to deliver a dovish assessment on Wednesday, that could temporarily weigh on the 
NZD, but we maintain positive on the NZD outlook. 

Day ahead:  Market (-1.7% qoq) and ASB expectations (-1.5% qoq) are for a Q1 fall in NZ retail volumes, although we 
expect solid retail activity over the remainder of 2021 given July increases to income support payments, strong household 
balance sheets and tight labour market conditions.  There are no major events/speeches in Australia today, with little 
US/European data out with few central bank speeches/comments (speech by the Fed’s Mester (2022 voter)).  

Week ahead NZ: The May RBNZ MPS at 2pm on Wednesday is the key NZ highlight. We expect that the RBNZ will maintain 
current policy settings. Recent improvement in the local/global outlook will be acknowledged, but continued uncertainties 
and downside risks to the outlook emphasised, with a cautious ‘wait and see’ mantra maintained, and the RBNZ appearing 
comfortable the near-term uptick in inflation will not be sustained. On the LSAP, we expect that the RBNZ would likely 
maintain the existing $100bn by June 2022 cap and the flexibility to adjust weekly bond purchases as appropriate. ANZ NZ 
consumer confidence for May, and April merchandise trade round off this week’s events. These will be looked at for clues 
on the lift in domestic spending that we expect to unfold.  
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Week ahead Offshore: US data has home sales data, consumer confidence, with a 0.4% increase expected for April 
personal spending, but for US personal income to unwind the stimulus cheque surge in March (-15% mom, +21.1% 
prior). Inflation from the core PCE deflator is expected to firm to 2.9% yoy, the highest since the early 1990’s. 
Partials for Q1 Australian GDP are due this week, with our CBA colleagues expecting solid lifts for construction work 
(+4% qoq) and the Capex survey (+5% qoq). Eurozone economic confidence measures are also out, with 
improvement expected from the German IFO survey. There will be a few speeches by Fed members this week – but 
not the Big 3 of Powell, Williams and Clarida – with speeches by BOE and ECB policymakers. There are no scheduled 
RBA releases ahead of the June 1 policy decision, apart from a research paper today entitled “Central Bank 
Communication: One Size Does Not Fit All”.  Author: mark.smith4@asb.co.nz 
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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.  

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.7176 0.1% NZD/SEK 5.973 0.1% NZX WMP 4200.0 0.2% Dow 34208 0.4%

NZD/AUD 0.9284 0.2% NZD/DKK 4.382 0.2% Gold $/o 1881.3 0.2% S&P 500 4156 -0.1%

NZD/EUR 0.5893 0.2% NZD/THB 22.5 0.1% WTI Oil $/b 63.7 2.7% NASDAQ 13471 -0.5%

NZD/JPY 78.11 0.1% AUD/USD 0.7730 -0.1% Money Market (%) FTSE 7018 0.0%

NZD/GBP 0.5068 0.1% EUR/USD 1.218 -0.1% 90 Day BB 0.32 -0.01 CAC-40 6386 0.7%

NZD/CAD 0.8658 0.1% USD/JPY 108.8 -0.1% OCR 0.25 0.00 DAX 15438 0.4%

NZD/CHF 0.6444 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28458 0.0%

NZD/HKD 5.566 0.0% NZ 1.83 -0.05 1yr 0.36 -0.02 Nikkei 28318 0.8%

NZD/SGD 0.9552 0.1% US 1.62 0.00 2yr 0.53 -0.02 ASX200 7030 0.2%

NZD/CNH 4.619 0.2% Aust 1.74 -0.03 5yr 1.19 -0.04 NZX50 12460 0.2%
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