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Hit snooze 
It’s been a fairly listless overnight session in financial markets. So, if you’re pressed for time this morning, feel free 
to stop here and go grab that coffee. Maybe don’t check the result from the cricket overnight.  

Hopes that we might see an extended pause in 2022’s ‘pain trade’ of higher bond yields and lower equities have 
been dashed. Despite the dearth of news, bond yields are once again pushing higher. US 10-year treasury yields rose 
5-6bps to 3.11% overnight. This followed similar movements in UK (+9bps), French (+11bps), and German (+11bps) 
yields. Yields nevertheless remain 20-25bps back from the mid-June peaks, as investors reassess just how much 
central bank tightening economies can handle given heightened recession risks.  

News from the economics desk was thin on the ground. Both US durable goods orders (+0.7% vs. 0.1% expected) 
and pending home sales figures for May (+07% vs. -4% expected) managed to beat expectations. The data is second 
tier though and, in the case of homes sales, the bigger picture trend is down. As a result there was little reaction. The 
Dallas Fed manufacturing index was fairly dire, falling to a two-year low of -17.7 (-6.5 expected). This points to a bit 
more downside risk on the closely-watched ISM manufacturing survey due Friday night.   

FX chat: There’s been little change in FX markets, in keeping with the more general sleepy price action across 
markets overnight. The NZD/USD and AUD/USD have tended to underperform the other FX majors, with the former 
dribbling off to around 0.6300 from 0.6320 this time yesterday. European currencies top the FX leaderboard. The 
combined effect of these developments saw NZD/EUR lose a good ½ cent, to open this morning around 0.5950.  

As noted in yesterday’s weekly, we suspect soggy risk appetite and mounting global recession fears will keep 
NZD/USD capped in the near term, with 0.6550 still a difficult resistance level to crack.  A test of support around the 
0.6200 mark is a possibility if US inflation data on Thursday comes in on the strong side. 

Local update: Local wholesale rates notched up big declines yesterday. Rather than any local catalyst, this was 
largely a case of playing catch-up to last week’s moves across the Tasman given Friday’s NZ public holiday. A 
flattening bias was again evident with declines led by the long-end (10-year swap -13bps, 2-year -10bps). This was 
enough to see the NZ yield curve (just) dip back into inverted territory (10-year yields below 2-year).  

Inversion of the 2s10s curve is of course a popular recession indicator, albeit it’s got better form in the US where the 
data history is much longer. The 2s10s curve also needs to remain inverted for a reasonable length of time to have 
any strong signalling power. Still, it’s the third time since late May the curve has dipped into inverted territory and 
recession risks are indeed rising. Both consumer and business confidence are in recessionary territory, and we doubt 
we’ll see this change when we get an update on both later in the week. 

Day ahead: Nada.    
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Currencies Currencies Commodities Equities

NZD/USD 0.6294 -0.3% NZD/SEK 6.349 -0.5% NZX WMP 4200.0 -0.6% Dow 31438 -0.2%

NZD/AUD 0.9095 0.0% NZD/DKK 4.427 -0.5% Gold $/o 1823.1 -0.2% S&P 500 3902 -0.3%

NZD/EUR 0.5949 -0.5% NZD/THB 22.3 -0.6% WTI Oil $/b 109.6 0.1% NASDAQ 11511 -0.8%

NZD/JPY 85.26 0.0% AUD/USD 0.6920 -0.3% Money Market (%) FTSE 7258 0.7%

NZD/GBP 0.5132 0.0% EUR/USD 1.058 0.3% 90 Day BB 2.81 0.03 CAC-40 6047 -0.4%

NZD/CAD 0.8106 -0.4% USD/JPY 135.5 0.3% OCR 2.00 0.00 DAX 13186 0.5%

NZD/CHF 0.6019 NA 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 22230 2.4%

NZD/HKD 4.939 0.0% NZ 3.90 -0.10 1yr 3.88 -0.01 Nikkei 26871 1.4%

NZD/SGD 0.8724 -0.4% US 3.20 0.07 2yr 4.14 -0.10 ASX200 6706 1.9%

NZD/CNH 4.212 -0.5% Aust 3.78 0.06 5yr 4.13 -0.14 NZX50 10998 0.0%

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-weekly/economicweekly_27062022.pdf
mailto:mike.jones@asb.co.nz


28 June 2022  

 2 

 

ASB Economics & Research Phone Fax 
      Chief Economist 
Senior Economist 
Senior Economist 
Senior Economist, Wealth 
Economist 
Future Me Graduate 
Administration Manager 

Nick Tuffley 
Mark Smith 
Mike Jones 
Chris Tennent-Brown 
Nat Keall 
Chandna Bedi 
Caro Phillips 

nick.tuffley@asb.co.nz  
mark.smith4@asb.co.nz 
mike.jones@asb.co.nz 
chris.tennent-brown@asb.co.nz 
nathaniel.keall@asb.co.nz 
chandna.bedi@asb.co.nz 
caro.phillips@asb.co.nz 
 

(649) 301 5659 
(649) 301 5657 
(649) 301 5661 
(649) 301 5853 

     (649) 301 5915 
 

  (649) 302 0992 

      

 

 

https://reports.asb.co.nz/index.html  

@ASBMarkets 

 
ASB Economics 
ASB North Wharf, 12 Jellicoe Street, Auckland 

      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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