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Commodity prices soar on Russian invasion  

The full-scale Russian invasion of Ukraine has prompted some big moves in financial markets overnight. Investors had 
been pricing the growing risk of such over the past week so essentially it’s been an amplification of this pricing.  

Global equity markets have been hammered. European indices closed 2-4% lower with the Russian Moex index closing 
33% lower (from -45% at one stage). It’s the largest ever fall in the latter and presumably a reaction to the “devastating 
package of sanctions” the G7 intends to impose on Russia. Notably, the selling pressure on US stocks has eased up over 
the session with the S&P500 down ‘only’ 1.8% having opened 2.5% lower, and the tech-heavy NASDAQ even creeping 
into positive territory as we write (+0.7%). 

Global commodity prices have soared on the expected supply disruptions to particularly oil and gas markets, but also 
some of the soft commodities Russia exports. Brent crude prices are up 5.3% to US$102/barrel, the highest since 2014. 
European natural gas prices are up 50% with Germany cancelling the Nord Stream 2 gas pipeline from Russia. Amongst 
the soft commodities, corn (+2%) and wheat (+4.8%) have outperformed, which may have implications for dairy prices 
down the line.  

Moves in bond yields were more subdued. While risk aversion and flight to quality flows boosted demand for bonds, 
yields were cushioned by the general perception that soaring commodity prices will make central banks’ job of reeling in 
inflation even more difficult.  Indeed, a range of Federal Reserve officials speaking overnight have said their intention is 
still for the tightening cycle to begin in March, despite the conflict in Ukraine. Having started the night around 10bps 
lower, US 10-year bond yields have recovered to around 1.93%.  

FX markets have behaved in the expected fashion with the relative safe-haven of the JPY, CHF, and USD in demand and 
the NZD slumping to the bottom of the overnight performance rankings. The CAD also outperformed thanks to the surge 
in oil prices. Having climbed to a one-month high of 0.6800 yesterday in the wake of the RBNZ’s hawkish hike, the 
NZD/USD shed 1½ cents overnight, but is currently off its lows around 0.6680. Risk aversion is expected to keep the 
currency heavy in the short-term with gains limited to resistance around 0.6700.  

In local news, Fonterra lifted its forecast payout range for the 2021/22 season yesterday. The midpoint is now at $9.60 
from $9.20 kg/ms. Our own forecast is $9.25 and NZX futures imply $9.70.  

Local interest rate markets pushed yields higher once more yesterday following the flashing of the RBNZ’s talons the 
previous day. Two and ten year swap yields eked out gains of 2-5bps to mark fresh highs for the cycle before the Russian 
news saw them close back around unchanged. RBNZ Governor Orr was back on the front foot in front of the Finance & 
Expenditure Committee underlining the RBNZ’s new more aggressive approach to the inflation fight. While there’s plenty 
doubting whether the RBNZ will ultimately deliver on its forecast to hike the OCR a further nine times, interest rate 
markets have taken Orr at his word pricing the same OCR peak as the Bank (3.35%) and a better-than-even (65%) change 
of a 50bps hike by May.  

Day ahead: Expect markets to be focused on Ukraine, with world leaders likely to provide further updates on sanctions 
to be imposed on Russia (Joe Biden is speaking as we go to print). In NZ, today’s fourth quarter retail sales data should 
confirm a decent post-lockdown bounce. We’re looking for a 6% q/q increase in retail volumes. RBNZ Governor Orr is 
speaking at 9am on “Tackling Inflation during a pandemic” which could be market sensitive.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6677 -1.4% NZD/SEK 6.355 0.0% NZX WMP #N/A N/A #VALUE! Dow 32703 -1.5%

NZD/AUD 0.9334 -0.3% NZD/DKK 4.440 -0.4% Gold $/o 1898.6 -0.5% S&P 500 4198 -0.6%

NZD/EUR 0.5966 -0.5% NZD/THB 21.9 -0.1% WTI Oil $/b 94.5 2.0% NASDAQ 13164 0.9%

NZD/JPY 77.12 -1.0% AUD/USD 0.7153 -1.2% Money Market (%) FTSE 7207 -3.9%

NZD/GBP 0.4988 -0.3% EUR/USD 1.119 -1.0% 90 Day BB 1.24 0.00 CAC-40 6521 -3.8%

NZD/CAD 0.8565 -0.6% USD/JPY 115.5 0.5% OCR 1.00 0.00 DAX 14052 -4.0%

NZD/CHF 0.6181 -0.6% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 22902 -3.2%

NZD/HKD 5.213 -1.4% NZ 2.76 -0.03 1yr 2.20 -0.01 Nikkei 25971 -1.8%

NZD/SGD 0.9058 -0.7% US 1.95 -0.04 2yr 2.72 -0.02 ASX200 6991 -3.0%

NZD/CNH 4.222 -0.4% Aust 2.16 -0.11 5yr 2.96 -0.03 NZX50 11733 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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