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Inflation watching across the Tasman 

Following on from the outsized interest rate market reaction from the strong Q3 NZ CPI, the focus shifts to today’s 1.30pm 
Q3 Australian CPI release. Our CBA colleagues are in line with the market consensus (CPI: +0.8% qoq, 3.1% yoy, core CPI 
measures: +0.5% qoq, 1.8%-1.9% yoy) and don’t expect the economy to be at that point where inflation will nudge higher 
on a sustained basis. There is still scope for the Q3 data to throw up a few surprises, considering the strong NZ CPI print 
and the risk Australian tradable CPI prices follow NZ’s lead. Australian interest rates (and the AUD) might follow suit. 

Yesterday, the NZ Government announced it will introduce legislation imposing vaccine mandates for workers in close 
contact businesses (about 25% of the workforce) taking the total covered by mandates to about 40% of total. The 
timeframe is expected to align with the new traffic light system, with electronic passports to be ready next month. These 
changes, as well as proposed tweaks to shorten MIQ stays, highlight the shift in direction that will have widespread policy 
and market implications. 

For now, inflation worries were placed on the backburner, with the major US and European equities up overnight and 
the S&P500 and Dow notching record highs as strong corporate earnings provided some positivity as did solid US data 
(see below). Signs of a thawing in US and China relations (Bloomberg reports high level talks between US Treasury 
Secretary Yellen and Chinese Vice Premier Liu He) were also helpful. Of the 500 S&P companies that have reported thus 
far, more than 80% have registered stronger than expected earnings, according to Bloomberg reports.  Facebook shares, 
however, were down on disappointing corporate results.   

There was little movement in US Treasury yields overnight, with 10-year yields a little lower (1.62%) and the curve slightly 
flatter (2Y 0.45%), unwinding earlier steepening.  This was despite comments by former US Treasury Secretary Summers 
warning of more persistent inflation. Oil prices pushed higher with WTI near-term contract prices approaching USD85 per 
barrel ahead of looming US oil inventory data and OPEC+ meetings next week to discuss future production levels.   

Solid US data supported sentiment.  The US Conference Board measure of consumer sentiment was stronger than 
expected (113.8 versus 109.8 prior), helped by improving assessments on consumers’ present situation (147.4) and 
lukewarm (but improving) expectations (91.3). New home sales jumped 14% in September to their highest level (800k) in 6 
months. US house prices (S&P CoreLogic Case-Shiller 20-city) rose 1.2% in August, with annual house price inflation just 
under 20%.  

Local wrap: NZ swap yields continued to push to fresh post-pandemic highs, with gains of 4-7bps across the 2-5 year tenor 
and yields 2%+. Pressures on mortgage fixing could be a catalyst, pointing to further upside to fixed mortgage interest 
rates and more cold water on the NZ housing market. Helping moves were comments by Governor Orr that current supply 
chain disruptions to inflation could prove to be more persistent than many expected. Australian yields (BBSW excepted) 
were generally firmer, with the 3-year bond (ACGB Apr-24) briefly clearing 0.15% and testing the RBA.  

FX Update: The improved tone to markets provided support to the AUD which remained the strongest currency performer 
in the G10 overnight, closely followed by NZD. The USD also fared reasonably well. After looking like it would break 
through the US 72 cent mark overnight, the NZD has subsequently eased to around 71.6 US cents. Similar moves were 
evident for the NZD/AUD with the kiwi currently 95.2 Australian cents after hitting 95.7 early this morning. Positive interest 
rate differentials and solid export commodity prices remain key NZD supports. 

Day ahead: NZ merchandise trade data for September (large monthly deficits are usually the norm), ahead of the full 
October reading for the ANZ business outlook, the latter of which might shed some light on unexpectedly strong 
preliminary readings for own activity metrics (our take is that the expected improvement is from lockdown-induced 
current lows). Today’s focal point, however, is Australia’s Q3 CPI at 1:30pm (CBA/mkt: +0.8% qoq, 3.1% yoy, core 
measures: +0.5% qoq, 1.8%-1.9% yoy). US durable goods, the UK Budget and the Bank of Canada decision headline 
tonight’s events. Our CBA colleagues expect that the BoC will further taper its weekly asset purchases by $C1bn and 
possibly adjust its 2022H2 guidance on when it starts to raise policy interest rates. No FOMC speakers are scheduled ahead 
of the early November rates decision. 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 0.7162 0.0% NZD/SEK 6.170 0.0% NZX WMP 3975.0 2.4% Dow 35797 0.2%

NZD/AUD 0.9542 -0.2% NZD/DKK 4.594 0.1% Gold $/o 1792.7 -0.8% S&P 500 4584 0.4%

NZD/EUR 0.6175 0.0% NZD/THB 23.8 0.5% WTI Oil $/b 84.7 0.5% NASDAQ 15252 0.2%

NZD/JPY 81.74 0.0% AUD/USD 0.7506 0.2% Money Market (%) FTSE 7278 0.8%

NZD/GBP 0.5202 0.0% EUR/USD 1.160 -0.1% 90 Day BB 0.74 0.01 CAC-40 6767 0.8%

NZD/CAD 0.8871 0.8% USD/JPY 114.1 0.4% OCR 0.50 0.00 DAX 15757 1.0%

NZD/CHF 0.6587 0.0% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 26038 -0.4%

NZD/HKD 5.569 -0.1% NZ 2.52 0.02 1yr 1.48 0.01 Nikkei 29106 1.8%

NZD/SGD 0.9649 0.0% US 1.62 -0.01 2yr 2.03 0.04 ASX200 7443 0.0%

NZD/CNH 4.569 0.1% Aust 1.81 0.02 5yr 2.44 0.06 NZX50 13075 0.0%
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