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Retail therapy 

The mood overnight has been pretty positive in financial markets. Equities are well and truly in the green across 
Europe and North America, including a 1.6% lift the Dow and a 2.5% lift for the more risk sensitive Nasdaq. There has 
been a glut of data out (more on that below), but a big driver seems to be a bunch of big US retailers lifting their 
profit and earnings outlooks (Macy’s, Dollar General among others). Most major sharemarkets are now in the green 
over the week, albeit still well below their early-2022 peaks. 

Among the data that’s been released, US GDP growth was on the weaker side at -1.5% qoq annualized over Q1 (mkt: 
-1.3%), but consumer spending was better than expected at +3.1% qoq (mkt: 2.8%). US jobless claims fell (218k -> 
210k), while US pending home sales fell 3.9% over April, stronger than the 2.1% fall expected.  

Shifts in yields have been fairly modest after the excitement of recent days. US Treasury yields have shifted less 
than 1bp across all tenors, with no clear trend evident. Their European peers have mostly lifted and steepened. UK 
government bond yields are up 2-7bps, despite a series of measures announced by Chancellor Rishi Sunak 
purportedly designed to ease inflationary pressures, like a ‘windfall tax’ on energy company profits. 

The positive risk sentiment doesn’t seem to have boosted the USD, which is down marginally against the rest of 
the G10. The Euro has been the best performer, but that’s not an impressive title given moves in currencies have 
been pretty modest overnight. NZD/USD has ended up little changed after moving in a 0.6440-0.6500 range. 
NZD/AUD has drifted to the bottom end of a very tight 0.9120-0.9140 range. 

Local Recap: Governor Orr gave his post-MPS select committee testimony, but there wasn’t much new. Coverage 
focused on his statement that government spending was placing ‘upward pressure on aggregate demand and hence 
inflation’ and that faster rate hikes raised the risk of the recession, but neither comment is shocking or controversial. 
Orr was quick to back up the former by saying the impact of fiscal settings was “at the smaller end” compared with 
other drivers, which is hard to deny given the broad-based nature of recent inflationary pressures (a mix of tradable 
and non-tradable) and the fact similar CPI upticks are being observed internationally, regardless of deficit spending 
levels. On the latter point, the RBNZ acknowledged the risks of doing ‘too much, too soon’ in the MPS – but 
monetary policy is all about the balance of risks and the ‘too little, too late’ piece is the Bank’s bigger worry. 

At any rate, reaction in swap markets was muted, with the 2-year nudging 4bps higher and the 10-year shedding a 
mere 2bps. The afternoon saw a $250m government bond tender, which came in on the strong side despite the 
RBNZ’s aggressive stance yesterday and those ongoing inflation fears.  

Across the ditch, Aussie Labor (the lack of an ‘o’ isn’t a typo, the Aussies are just quirky) now looks highly likely to 
win an outright majority as the election tally wears on. Labor is now just one seat shy according to the ABC, with 
four seats yet to call, at least one of which looks likely to go the party’s way. As in NZ, the new administration faces a 
challenging environment, with Aussie capex data falling 0.3% in Q1 (+1.5% surveyed) per survey data yesterday, but 
with a bit of good news in that forward looking investment intentions were strong. 

Day Ahead: We close out the week with some Aussie retail trade data, where the market is expecting a 1% lift. 
Further afield, the US PCE deflator is out, and it should get a bit of coverage given it’s one of the Fed’s favoured 
inflation indicators. It’ll be a bit of a choose your own adventure though: we’re expecting the headline reading to 
decelerate to (a still high) +6.4%/yr, while the trimmed mean (which is more reliable) ought to accelerate to +4%/yr. 
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 Currencies Currencies Commodities Equities

NZD/USD 0.6475 0.0% NZD/SEK 6.388 0.0% NZX WMP 4125.0 0.0% Dow 32637 1.6%

NZD/AUD 0.9126 -0.1% NZD/DKK 4.490 -0.5% Gold $/o 1851.9 -0.1% S&P 500 4061 2.1%

NZD/EUR 0.6036 -0.4% NZD/THB 22.2 -0.1% WTI Oil $/b 114.1 1.3% NASDAQ 11741 2.7%

NZD/JPY 82.27 -0.2% AUD/USD 0.7094 0.1% Money Market (%) FTSE 7565 0.6%

NZD/GBP 0.5138 -0.2% EUR/USD 1.073 0.4% 90 Day BB 2.41 0.03 CAC-40 6411 1.8%

NZD/CAD 0.8272 -0.3% USD/JPY 127.1 -0.2% OCR 2.00 0.00 DAX 14231 1.6%

NZD/CHF 0.6210 -1.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 20116 -0.3%

NZD/HKD 5.082 -0.1% NZ 3.51 -0.06 1yr 3.41 0.02 Nikkei 26605 -0.3%

NZD/SGD 0.8888 -0.2% US 2.75 0.00 2yr 3.76 0.04 ASX200 7106 -0.7%

NZD/CNH 4.381 -0.5% Aust 3.21 -0.04 5yr 3.70 0.00 NZX50 11103 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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