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Pre-RBNZ anxiety  

The risk sentiment dial has swung back to negative overnight, as familiar anxieties about ailing global growth 
return. Despite this, there’s been no major fallout for currencies. The NZD/USD has held its ground a shade below 
0.6450 as it awaits this afternoon’s RBNZ decision (preview below).  

Global share-markets are back in the red following yesterday’s brief respite. The S&P500 is down 1.1% as we write, 
weighed down by wobbly economic data (see below) and a profit warning from Snap (owner of Snapchat). Shares in 
the latter tumbled over 40%, dragging down other digital-focused stocks like Meta/Facebook, Twitter, and Amazon. 
The VIX index lifted a couple of percentage points to 30% and US long bond yields are off around 10bps, all in 
keeping with the ‘risk-off’ climate.  

Both the US services PMI (53.5 vs. 55.2 expected) and April new home sales underwhelmed. The latter fuelled 
existing worries about a slowing in the US housing market amid surging mortgage rates. Against expectations for a 
small 1.6% decline in home sales, April sales were revealed to have plunged 16.6% m/m.  

The economic news wasn’t much better across the Atlantic. The PMIs for both the eurozone and the UK 
disappointed. Still, in our view, stagflation fears in Europe are overdone. Eurozone growth momentum remains 
robust and there are signs that inflationary pressures could be peaking. In contrast, the risk of stagflation in the UK is 
a real danger and an ongoing drag for GBP. The UK composite PMI showed the economy almost grinding to a halt in 
May, plunging to a 15-month low of 51.8 in May (consensus: 56.5).  

FX update: The GBP has underperformed, losing a bit over ½ cent to 1.2530, thanks to the wobbly data noted above. 
EUR fared a little better, helped by the increasingly hawkish turn down at the ECB. Hot on the heels of ECB chief 
Lagarde signalling a July rate hike yesterday, two more GC members have swung in behind in pushing for a 50bps 
hike. EUR/USD was pushed up ½ cent to 1.0730 and EUR/GBP rocketed from 0.8490 to 0.8580. 

We remain of the view NZD/USD (and AUD/USD) have bottomed out, with the risk now being for an extension of 
the recent gains. Driving this view in the main is the diminished risk that China’s economic slowdown intensifies. 
While the growing outbreak of new Covid cases in Beijing is worrisome, the 7-day average of new Covid cases in 
China has collapsed since late-April, reducing the likelihood tougher restrictions are imposed.  

NZ retail sales figures out yesterday revealed a surprisingly sluggish first quarter for spending (write up here).  
Retail trade spending volumes fell 0.5% qoq (2.3% yoy) in Q1, weaker than ASB and market expectations. So-called 
“core” retail volumes were flat (3.2% yoy). We continue to hold the view that spending headwinds are likely to 
further intensify over the remainder of 2022.  

Day ahead: Market pricing and economists are largely all in agreement in expecting a successive 50bps hike from the 
RBNZ at 2pm. Reaction will hang off forward guidance and the Bank’s updated OCR projections. On the latter, we 
expect a much more front-loaded hiking path relative to the February MPS, but not necessarily a much higher peak. 
Something around 3.5% perhaps (from 3.35% forecast in February).  

Risks for the NZD around the Statement are roughly evenly balanced. The upside being related to the RBNZ clearly 
signalling another 50bps hike in July is likely (85% priced currently), and the downside tied to an overt focus on any 
RBNZ hints about an eventual OCR easing cycle. There’s little else in the way of event risk to trouble the scorers. 
Tomorrow morning’s FOMC minutes (6am) are unlikely to bring fresh news.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6462 0.0% NZD/SEK 6.3079 -0.5% CRB Index 313.8 -0.5% Dow 31866 0.0%

NZD/AUD 0.9092 -0.1% NZD/NOK 6.1814 -0.3% NZX WMP 4125 0.2% S&P 500 3948 -0.6%

NZD/EUR 0.6022 -0.4% NZD/THB 22.04 -0.1% Gold $/o 1867 0.7% NASDAQ 11241 -2.5%

NZD/JPY 81.96 0.4% AUD/USD 0.7108 0.1% WTI Oil $/b 112.0 -0.9% FTSE 7484 -0.4%

NZD/GBP 0.5156 0.4% EUR/USD 1.0731 0.4%  NZD Swap Rates (%) DAX 13920 -1.8%

NZD/CAD 0.8278 0.3% USD/JPY 126.84 -0.8% OCR 1.50 0.00 CAC-40 6253 -1.7%

NZD/CHF 0.6207 -1.2% 10 Yr Bond Yields (%) 3mth 2.32 0.04 H.Seng 20112 -1.7%

NZD/HKD 5.0733 0.0% NZ 3.52 -0.01 1yr 3.18 -0.04 Nikkei 26748 -0.9%

NZD/SGD 0.8863 -0.2% US 2.76 -0.09 2yr 3.50 -0.10 ASX200 7129 -0.3%

NZD/DKK 4.4795 -0.4% Aust 3.32 -0.01 5yr 3.56 -0.10 NZX50 11247 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/2022q1-retail%20trade%20review.pdf?et_rid=NzQyMTM2ODIxMzkS1&et_cid=5907859
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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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