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Markets dance to their own tune 

• The Ukraine situation remains grim. NATO estimates suggest up to 40,000 Russian troops have died or been 
wounded in the conflict. Reports suggest that around a quarter of the entire Ukrainian population has been 
displaced by the conflict. The US said it had made a formal determination that Russia’s military has committed war 
crimes in Ukraine and are stepping up the pressure on the Russian economy in forthcoming NATO, G7, and EU 
summits.  

 

• Markets, however, danced to their own tune, with the strong tone of global data highlighting the economic 
resilience in spite of a major conflict and a global pandemic.   

 

• The major US stock indices were up overnight, with broad-based gains in the S&P500. Equities were a mixed bag 
across the Atlantic, with the Dax and EuroStoxx 50 slightly down and in contractionary territory (greater than 10% 
falls from their peak). The FTSE100 was up 0.1% and Asian stocks were generally lower, weighed by the worsening 
COVID-19 outbreak in China. US Treasury yields were higher across the curve (2Y 2.12%, 10Y 2.34%), partly 
reversing earlier falls. European bond yields were also a smidge higher.   

 

• Oil prices remained volatile, with futures down 2% as meetings between global leaders have yet to mention fresh 
sanctions on Russian oil.  Near-term contract prices for WTI (USD112 pr barrel) and Brent Crude (USD119) are still 
around 50% higher than the start of the year.  The US and EU are reportedly close to a deal on reducing the latter’s 
dependence on Russian energy. Prices for metals were generally firmer. 
 

• Following the cacophony of Fed hawks clogging up the airwaves, the volume of central bank comments turned 
down a notch. The ECB’s Elderson said they “stood ready to adjust settings, with the pace of hikes proportionate to 
the evolution of the inflation outlook in relation to our price-stability objective.” Better late than never.  The FOMC’s 
Evans (2023 voter) was “comfortable” with 25bp rate hike increments but also “open” of 50bp moves if need be. 
Kashkari (2023 voter) has pencilled in a further 7 hikes but was still wary over going too far.  
 

• Data was generally upbeat. Global PMIs were generally in a firming trajectory and at elevated levels in the US 
(manufacturing 58.5, services 58.9), the Eurozone (57 and 54.8), UK (55.5 and 61), Australia (57.3 and 57.9) and 
Japan (53.2 and 48.7). US initial jobless claims (187k) were much stronger than expected and their lowest since 1969, 
with continuing claims (1350k) also at more than 50-year lows.  Weaker US February durable goods (-2.2% mom) 
was the notable outlier. 

 

• Local update: Swap yields edged higher through yesterday’s session with the curve steepening (2Y 3.14%, 
10Y3.43%). Yesterday’s call by the IMF for “significant increases” in the OCR and “swift policy normalisation” to 
tackle high NZ inflation had a modest immediate impact on NZ yields and the NZD. There are 86bps of hikes priced in 
by the May MPS (April 41bps, May 45bps) and a total of 192bps over the remainder of 2022. Local bond yields and 
NZ stocks yesterday followed global counterparts lower. Yesterday’s NZGB tender went well with the May-28 and 
the May-32 lines below mid-market levels. 

 

• FX Update: Positive risk appetite provided a boost to commodity currencies, with AUD and CAD notching gains 
overnight. Yen weakness was broad-based, with the Greenback at 6-year highs against the yen.  The NZD has only 
really made ground against the yen and has eased to just over 92.5 Australian cents. The NZD has held its earlier 
ground against the USD and traded in a tight 0.6940 to 0.6970 overnight range. NZD direction hinges on geopolitical 
events over the weekend. Strong commodity export prices and high outright yields remain key NZD supports.  
 

• Day ahead: Extremely sparse on the local event calendar, with not much happening across the ditch either. UK 
February retail sales (mkt: +0.7% mom) is expected to continue to make up lost ground from the weak December, 
but a March dip is expected for the German IFO, with key metrics below 100. Pending home sales and the University 
of Michigan consumer sentiment survey are out for the US.  Comments from the FOMC’s Waller and Williams (both 
2022 voters) will pepper already Fed-fatigued newswires. Have a safe weekend and support local retail where you 
can. 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 0.6955 -0.4% NZD/SEK 6.546 -0.7% NZX WMP 4615.0 -1.3% Dow 34581 0.6%

NZD/AUD 0.9259 -0.5% NZD/DKK 4.704 -0.3% Gold $/o 1963.1 1.0% S&P 500 4497 1.0%

NZD/EUR 0.6323 -0.3% NZD/THB 23.3 -0.6% WTI Oil $/b 115.5 -1.0% NASDAQ 14081 1.1%

NZD/JPY 85.06 -0.2% AUD/USD 0.7512 0.1% Money Market (%) FTSE 7467 0.1%

NZD/GBP 0.5277 -0.2% EUR/USD 1.100 -0.1% 90 Day BB 1.57 -0.01 CAC-40 6556 -0.4%

NZD/CAD 0.8728 -0.5% USD/JPY 122.3 0.9% OCR 1.00 0.00 DAX 14274 -0.1%

NZD/CHF 0.6474 -0.4% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21946 -0.9%

NZD/HKD 5.442 -0.4% NZ 3.30 -0.02 1yr 2.65 0.01 Nikkei 28110 0.3%

NZD/SGD 0.9442 -0.3% US 2.34 0.05 2yr 3.17 0.03 ASX200 7387 0.1%

NZD/CNH 4.438 -0.3% Aust 2.77 -0.01 5yr 3.39 0.04 NZX50 12018 0.0%
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