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What’s a 100bps between friends 
There’s been little in the way of major data or (unscheduled event risk for that matter) as we open the week, with 
the imminent release of a bunch of earnings data being the focus for sharemarkets. Giants like Amazon, Apple and 
Alphabet (Google in disguise) are all set to report this week, but there is speculation the numbers for many of the big 
players are going to look quite weak. The marquee FOMC meeting later in the week is triggering a bit of further 
angst (more on that below). 

The upshot has seen the major Wall Street indices move lower. The Nasdaq has led the dip with a 1% fall, the 
S&P500 has followed with a 0.3% dip, while the Dow has mainly moved lower. A similar tech share-fuelled dynamic 
saw Asian equities mostly move lower yesterday. European sharemarkets are a festive mix of red and green, despite 
the looming Italian elections. 

US Treasury yields have notched up a few more gains ahead of this week’s FOMC meeting. Yields have lifted 5-
7bps with a mild steepening bias, though there’s still a hefty chunk of inversion in the 2s10s curve (2Y: 3.02%, 
10Y: 2.81%). The overnight moves contrast with the NZ Swap market yesterday, where yields pared back 6-10bps. 

Commodity prices have mostly opened the week higher. Crude oil prices are 1-2% higher (WTI: US$96.71/barrel, 
Brent: US$105.09/barrel), building on a circa 2% gain last week.  

Higher energy prices saw the commodity currencies make gains overnight, with CAD and NOK leading the pack. 
The safe-haven currencies (USD, JPY and CHF) mostly retreated despite the soggier risk appetite. NZD was pretty 
unspectacular, with NZD/USD winding up flattish near the 0.6270 mark and NZD/AUD falling to a shade north of 
0.9000. 

Data: Both the Dallas and Chicago Fed Activity indices were softer than expected at -22.6 and -0.19 respectively 
(versus a surveyed -18.5 and 0). German consumer confidence was also pretty woeful at a net -28.9 – Vladimir Putin 
threatening to cut off your gas supply will do that. 

If there’s one positive to come out of present global trade disruption, it’s a renewed sense of urgency among 
policymakers to diversify supply chains and liberalise trade policy. Yesterday, the EU’s Trade Commissioner Valdis 
Dombrovskis said the bloc must act faster to agree more FTAs and deepen links with ‘like-minded partners.’ Once 
the EU-Canada agreement was concluded In 2014, it took about two-and-a-half years for it to make its way to the 
European Parliament for approval. Here’s hoping ratification of the NZ agreement moves a bit more quickly this time 
around.  We’ll be sending out our latest edition of our ASB Trade Disruptions publication in the coming days. 

Day ahead: Slim pickings today with not much on the cards, giving Kiwis the opportunity to enjoy the lovely weather. 
Overnight, US new home sales (expected to fall 5% mom) are about the only print of any relevance. Beyond that, 
watch out for the IMF’s latest economic outlook where it will offer up some new forecasts on the global growth 
outlook (spoiler alert: they’ll be poor).  

The focus for markets is likely to be on Thursday morning’s FOMC meeting, where Fed wonks will carefully weigh up 
whether to hike the fed funds rate by a ‘dovish’ 75bps or a more hawkish 100bps. Market pricing sits closer to the 
former end of the spectrum, with about 78bps tacked on for the meeting. 
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Currencies Currencies Commodities Equities

NZD/USD 0.6268 0.2% NZD/SEK 6.385 -0.1% NZX WMP 3700.0 0.4% Dow 31997 0.2%

NZD/AUD 0.9004 -0.3% NZD/DKK 4.564 0.1% Gold $/o 1718.8 -0.5% S&P 500 3954 -0.2%

NZD/EUR 0.6131 -0.1% NZD/THB 23.0 WTI Oil $/b 99.6 1.7% NASDAQ 11774 -0.6%

NZD/JPY 85.66 0.5% AUD/USD 0.6961 0.5% Money Market (%) FTSE 7306 0.4%

NZD/GBP 0.5201 -0.2% EUR/USD 1.022 0.1% 90 Day BB 3.13 -0.01 CAC-40 6238 0.3%

NZD/CAD 0.8047 USD/JPY 136.7 0.3% OCR 2.50 0.00 DAX 13210 -0.3%

NZD/CHF 0.6045 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20563 -0.2%

NZD/HKD 4.920 0.2% NZ 3.59 -0.11 1yr 3.90 -0.06 Nikkei 27699 -0.8%

NZD/SGD 0.8690 0.0% US 2.81 0.06 2yr 4.00 -0.08 ASX200 6790 0.0%

NZD/CNH 4.232 0.1% Aust 3.36 -0.09 5yr 3.82 -0.09 NZX50 11199 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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