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Early days in NZ but global stocks crushed as FOMC meeting approaches 

It has started slowly with just 19 Omicron cases confirmed thus far. NZ households, firms and authorities are bracing for 
more. It is still very days and a surge in cases is to be expected if the outbreak follows patterns observed offshore. While 
the onset was swift and the disruptions huge, a look across the Tasman provides cause for some optimism with “clear 
signs” the Omicron wave in Australia has peaked according to Australian Health Minister Hunt. If this is the case, the 
economic hit from Omicron is likely to be small and short-lived, with our CBA colleagues estimating close to 4% of 
Australians could be in isolation with a similarly-sized fall in hours worked and card spend. 

Markets traded with a more defensive tone overnight with the looming FOMC rates decision, heightening geopolitical 
tensions over the Ukraine, and warnings by WHO Chief Ghebreyesus that new COVID-19 variants could quickly emerge, 
unnerving investors. 

Global stocks were crushed. There were sharp falls in the major US (down 2-3%) and European indices (down 3-4%), with 
technology stocks generally suffering their largest falls and the VIX measure of implied volatility spiking up to a 38.9, its 
highest level since late 2020. Asia/Pacific stocks were generally in the red (NZX 50 -1.3%, ASX 200 -0.5%). 

Increased risk aversion pushed Government bond yields lower. US Treasury yields were 2-7bps down across the curve 
(10Y 1.71%), with larger falls in the 2- to 5-year tenors. European 10-year yields were 2-5bps lower with a curve 
flattening bias. Australian yields were higher across the curve. NZ swap yields nudged higher despite a dearth of local 
data and focus on the Omicron outbreak. NZ bond yields, however, were marked lower (10Y 2.53%). 

The stronger USD and increased pessimism over global demand pushed commodity prices lower. Near-term contract 
prices for WTI (USD83.40 per barrel) and Brent (USD86.20) were 2% lower, weighed by concerns over the impact of 
looming monetary tightening. Gold prices rose.  

January PMIs pointed to a correspondingly larger hit from the global Omicron wave to the services sector, with weaker 
services PSIs for Australia (45), Japan (46.6), the UK (53.3), Eurozone (51.2)) and US (50.9). Manufacturing PMI’s have 
fared correspondingly better in Australia (55.3), Japan (54.6), UK (56.9), Eurozone (59.0) and US (55). We expect a similar 
uneven Omicron hit for NZ. 

FX Update:  Increased risk aversion bolstered the US, Yen and euro who were the strongest performing G10 currencies 
overnight, with NOK, SEK, AUD, CAD towards the foot of the ladder. The NZD fell below 67 US cents last night and is 
towards the bottom of its 0.6660-0.6720 USD overnight range. Headwinds for the NZD are to remain leading up the 8am 
Thursday FOMC decision, but we expect a strong Q4 NZ CPI print on 10:45am on Thursday to be NZD supportive. 

Day ahead: Another sub-par reading is expected for the December NZ Performance of Service Index (46.5 prior) and 
weaker readings are to be expected over the next few months given the looming Omicron hit. Q4 Australian CPI is at 
1.30pm, with our CBA colleagues expecting upside risk to market expectations for headline (mkt: 1.0% qoq, 3.2% yoy) 
and trimmed mean core inflation (+0.7% qoq, 2.3% yoy). Consumer confidence and house price data are out for the US.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6682 -0.5% NZD/SEK 6.209 0.6% NZX WMP 4275.0 1.3% Dow 33550 -2.0%

NZD/AUD 0.9383 0.2% NZD/DKK 4.389 -0.4% Gold $/o 1843.0 0.4% S&P 500 4300 -2.2%

NZD/EUR 0.5896 -0.5% NZD/THB 22.1 -0.2% WTI Oil $/b 83.4 -3.3% NASDAQ 13386 -2.5%

NZD/JPY 75.95 0.0% AUD/USD 0.7121 -0.7% Money Market (%) FTSE 7297 -2.6%

NZD/GBP 0.4960 0.0% EUR/USD 1.133 -0.1% 90 Day BB 1.08 0.00 CAC-40 6788 -4.0%

NZD/CAD 0.8461 -0.4% USD/JPY 113.7 0.0% OCR 0.75 0.00 DAX 15011 -3.8%

NZD/CHF 0.6098 -0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24656 -1.2%

NZD/HKD 5.202 -0.5% NZ 2.53 -0.06 1yr 1.85 -0.01 Nikkei 27588 0.2%

NZD/SGD 0.8995 -0.5% US 1.71 -0.05 2yr 2.36 0.02 ASX200 7140 -0.5%

NZD/CNH 4.232 -0.4% Aust 1.94 0.02 5yr 2.72 0.01 NZX50 12191 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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