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After the storm 

Local markets consolidated their post-RBNZ moves yesterday. Another slew of headlines from the Bank’s Governors 

through the morning didn’t provide any particularly new information. Thus, there was nothing to change the conclusions 

the market reached the day before – an OCR hike is fully priced by mid-2022, with a better-than-even chance of a rate rise 

priced by April. 2-year swap yields held the prior day’s 10bps gain (0.62%), but 5-year yields continued to nudge a little 

higher (8bps to 1.39%). The NZD/USD has remained around ¾ cent higher than pre-MPS levels around 0.7300.  

This pricing looks roughly fair to us. If anything, we see risk that both wholesale interest rates and the NZD push on 

further to the topside in coming weeks. Incoming economic data continues to beat analyst forecasts on net, and the RBNZ 

has effectively signalled to the market it is comfortable with investors pricing in earlier hikes and steeper curves. We 

revised up our swap rate forecasts yesterday and we’re now more confident mortgage rates have bottomed and are likely 

to move higher this year.  

We’re feeling for our Melburnian cousins this morning following the seven-day “circuit-breaker” lockdown announced for 

Victoria yesterday. Schools are closed and folk need to stay within 5km of their home. Assuming the lockdown remains 

short, it shouldn’t materially alter the (increasingly positive) Aussie macro-outlook. Financial markets evidently concurred 

with this assessment; there was no reaction in either the AUD or wholesale interest rates yesterday. NZ extended until 

June 4 the pause in quarantine-free travel with Victoria.   

It was another fairly quiet session in markets overnight. A modest ‘risk-on’ vibe prevailed which saw share markets post 

small gains (S&500 +0.1%, Euro stoxx 50 +0.2%), commodity prices nudge higher (WTI crude +1%), and bond yields grind 

up a couple of basis points (US 10-year +2bps to 1.61%).  

Another slug of upbeat US economic data buoyed the mood. Durable goods orders (ex-transport) beat expectations (1.0% 

vs. 0.7% expected) and weekly jobless claims figures fell to a 14-month low of 406k (vs. 425k expected). The New York 

Times reported that the White House will announce a US$6t budget tonight, not necessarily ‘new news’, but confirmation 

the huge fiscal impulse behind the US economy will continue, necessitating some wind-back of monetary stimulus (i.e. Fed 

tapering) later this year.  

FX update: Currency movements have been pretty small over the past 24 hours. The NZD/USD has hugged the 0.7300 level 

and NZD/AUD has consolidated around 0.9420 – both currencies effectively banking their post-RBNZ gains. The GBP 

outperformed overnight after Bank of England MPC member Vlieghe outlined an economic (upside) scenario which could 

see the BoE hiking rates next year. The CNY rose to a fresh 3-year high against the USD (USD/CNY 6.38).  

Day ahead: Our friends at CBA expect this afternoon’s private sector credit figures to show a pick-up in growth (to 1.3% 
yoy from 1.0%). NZ consumer confidence figures will also be worth a look (10am) but the big risk event is tonight’s US core 
PCE deflator – the most closely watched core inflation measure in the US. It’s expected to rocket higher to 3.5% yoy 
(headline) and 2.9% (core). Inflation is top of markets’ watch list so a decent forecast surprise would cause volatility.  
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Currencies Currencies Commodities Equities

NZD/USD 0.7298 0.2% NZD/SEK 6.033 -0.4% NZX WMP 4165.0 -0.2% Dow 34461 0.4%

NZD/AUD 0.9420 0.1% NZD/DKK 4.448 0.1% Gold $/o 1898.6 0.1% S&P 500 4199 0.1%

NZD/EUR 0.5981 0.0% NZD/THB 22.8 0.3% WTI Oil $/b 66.9 1.0% NASDAQ 13742 0.0%

NZD/JPY 80.12 0.7% AUD/USD 0.7746 0.1% Money Market (%) FTSE 7020 -0.1%

NZD/GBP 0.5137 -0.4% EUR/USD 1.220 0.1% 90 Day BB 0.33 -0.01 CAC-40 6436 0.7%

NZD/CAD 0.8805 -0.3% USD/JPY 109.8 0.6% OCR 0.25 0.00 DAX 15407 -0.3%

NZD/CHF 0.6544 0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 29113 -0.2%

NZD/HKD 5.664 0.1% NZ 1.89 0.01 1yr 0.39 0.00 Nikkei 28549 -0.3%

NZD/SGD 0.9662 0.1% US 1.60 0.03 2yr 0.63 0.02 ASX200 7095 0.0%

NZD/CNH 4.650 0.1% Aust 1.64 -0.04 5yr 1.39 0.07 NZX50 12243 -0.8%

https://www.asb.co.nz/documents/economic-research/home-loan-rate-report/turning-point.html?et_rid=NzQyMTM2ODIxMzkS1&et_cid=4510337
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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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