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50bps: Deal Orr No Deal? 

Today, it’s all about the RBNZ, with the latest MPS out at its usual 2:00pm time. With a hike of at least 25bps more or less 
certain in light of the likely resilience of the labour market and the strength of inflationary pressures, the big speculation is 
around whether the bank will pull the trigger on a 50bps hike. We suspect the bank will say ‘no dice’ and stick with a 25bps 
hike – just. With pricing pressures very evident, the market has already been doing much of the tightening work for the 
Bank already.  Furthermore, the Bank has made much of moving in gradual increments (with all its attendant convoluted 
avian metaphors). The other big thing to watch out for will be a lift in the terminal OCR from the RBNZ’s previous estimate 
of 2.1% - our view is the RBNZ can quite conceivably forecast peak around 2.5% towards the end of 2022. 

Overnight, tech shares have extended losses, with Zoom down 12% and analysts citing fears of slowing post-pandemic 
growth. That’s helped drive the Nasdaq to a sizable 1.39% loss. By contrast, the S&P500 is down 0.41% and the Dow is up 
0.03%. It’s a sea of red in Europe, with the pan-European Stoxx index down 1.26%. The decline in sentiment has come even 
as PMI data released overnight in the US and Europe have been hearty. 

Meanwhile, bond yields are broadly higher across North America and Europe. The Treasury yield curve has steepened, 
with the 2-year yield down 2.5 bps and the 10-year up 3 bps. Lifts in European yields have actually been more dramatic, 
with 10-year yields up around 8 to 10 bps across the Eurozone. Pontifications from Central Bank policymakers have been 
on the hawkish side overnight, with the Atlanta Fed’s Raphael Bostic saying the Bank may need to speed up the withdrawal 
of monetary stimulus and the ECB’s Isabel Schnabel stating inflation risks were skewed to the upside (no kidding). Both are 
well-documented hawks. 

The most dramatic moves in currency markets overnight have been in the emerging markets sphere. The Turkish lira has 
notched up some big losses to a new record low after President Recep Tayyip Erdoğan defended cuts in the central bank’s 
policy rate by claiming higher interest rates cause inflation (a view which Bloomberg politely describes as ‘unorthodox’). 
Among the sturdier world of the G10, NZD is mostly lower overnight, but not dramatically so. NZD/USD is currently trading 
just shy of 0.694 and NZD/AUD just north of 0.961.  

Local Recap: NZ equities up 0.64% over the day, recovering the bulk of Monday’s losses. Swap yields were mixed ahead of 
today’s marquee RBNZ meeting (see above), with the NZ 2-year closing 3bps lower after an initial spike, but the 10-year up 
2.5 bps. As of the close, markets were pricing 33.5 bps of hikes for this afternoon’s RBNZ meeting, which is akin to 1-in-3 
chance of a 50bps hike. That’s certainly understandable in light of the RBNZ’s tough calculation at this meeting but runs 
the risk of a pullback if the Bank sticks with a ‘safe’ 25bps hike as we expect.  

Data Wrap: NZ’s retail trade volumes notched up a sizable 8.1% qoq dip over Q3 as lockdown slammed the brakes on 
spending activity, but that was actually far better than the circa 12.5% fall we had expected (mkt: -10.5%). We expect a 
solid recovery over the summer but are less bullish on the 2022 outlook as stock shortages, higher interest rates and 
inflationary pressures bite. 

Day Ahead: Besides the RBNZ at 2:00pm, the only other notable data out today are Aussie construction data for Q3. Our 
CBA friends expect a sharp 6% lockdown-driven fall. Overnight there is a range of US data out, with the highlight being the 
Private Consumption Expenditure deflator.  We expect a sharp lift in line with the strength in the CBA – perhaps reaching 
an annual rate of +5%, which would be the highest since records began in 1996. 

Then, stay tuned for the Fed minutes at 8:00am tomorrow morning. Having announced its decision to start tapering at its 
last meeting, markets will be watching closely for signals around the pace of tapering during 2022 and what thresholds Fed 
grandees will be looking out for to speed it up.  Author: nathaniel.keall@asb.co.nz  

 

 

 
 

Currencies Currencies Commodities Equities

NZD/USD 0.6941 -1.0% NZD/SEK 6.284 0.3% NZX WMP 4200.0 0.0% Dow 35697 0.2%

NZD/AUD 0.9615 -0.7% NZD/DKK 4.588 -0.6% Gold $/o 1786.4 -1.0% S&P 500 4659 -0.5%

NZD/EUR 0.6171 -0.6% NZD/THB 23.0 0.1% WTI Oil $/b 78.7 2.5% NASDAQ 15637 -1.4%

NZD/JPY 79.87 -0.3% AUD/USD 0.7220 -0.2% Money Market (%) FTSE 7267 0.2%

NZD/GBP 0.5191 -0.3% EUR/USD 1.125 -0.4% 90 Day BB 0.91 0.00 CAC-40 7045 -0.8%

NZD/CAD 0.8815 0.2% USD/JPY 115.1 1.0% OCR 0.50 0.00 DAX 15937 -1.1%

NZD/CHF 0.6479 -0.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24652 -1.2%

NZD/HKD 5.409 -0.9% NZ 2.61 0.01 1yr 1.74 -0.06 Nikkei 29774 0.1%

NZD/SGD 0.9481 -0.6% US 1.66 0.04 2yr 2.40 -0.06 ASX200 7411 0.8%

NZD/CNH 4.436 -0.6% Aust 1.88 0.08 5yr 2.81 -0.04 NZX50 12689 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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