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Yields open the week higher 

With absolutely nothing out on the data calendar or much in the way of event risk, local markets have enjoyed their 
usual quiet Monday. Ahead of next week’s RBNZ meeting, the Overnight Indexed Swap (OIS) market is largely unchanged 
with 24bps of hikes priced in for the next meeting – a sensible level given Christian Hawkesby’s explicit comments about 
lifting the OCR in 25bps instalments last week (stay tuned for our Monetary Policy Review preview later this week). 
Equities were broadly unchanged, with the NZX50 flat. NZ government bond yields were little changed over the day. 

Overnight, bond yields have lifted in much of Europe and North America. Lifts in US Treasury yields have been sharp, with 
the 10-year exceeding 1.5% at one stage, its highest point since the end of June. Comments from Fed speakers overnight 
have helped drive the shifts in yields. Chicago Fed President Charles Evans said he sees the ‘first move’ in raising rates 
coming in 2023, while New York Fed president John Williams signalled he could be prepared to support a moderation in 
asset purchases in the near future. Perhaps most notably of all, Fed Governor Lael Brainard – typically regarded as one of 
the Fed’s most dovish members and once touted as a potential Powell replacement – said that the labour market “may 
soon meet the mark” for slowing purchases. 

Sharemarkets have begun the week in motley fashion, with a mix of gains and falls in European and North American 
trade. As at the time of writing, the Dow is up 0.40% while the S&P500 is down 0.12% and the Nasdaq is 0.40% lower. Tech 
shares have underperformed the broader market. European equities have generally moved higher.  

Despite the mixed moves in equities, commodity currencies have performed most strongly overnight, with the safe-
haven USD, JPY and Swiss Franc more mixed. AUD has been the strongest in the G10, while NZD is generally higher. As at 
the time of writing, NZD/USD is up around 0.702, while NZD/AUD is down slightly near 0.936. 

Beneath the modest market moves, the Evergrande kerfuffle continues to bubble under the surface. Bondholders 
reportedly still haven’t received a coupon payment that was due last Thursday, some employees haven’t been paid, and – 
according to Bloomberg – European banks have been at pains to re-assure their exposures to the embattled giant are 
limited. The Chinese government has stepped up oversight of the group to ensure funds earmarked for housing 
developments aren’t rediverted to creditors. 

The economic implications of yesterday’s German elections could be far-ranging, with a changing of the guard on the 
cards in Berlin as Angela Merkel retires. As was widely expected, the centre-left Social Democratic Party (SPD) has a 
modest – but stable – lead over Merkel’s centre-right Union (CDU/CSU). With the Greens and the liberal Free Democratic 
Party (FDP) holding the balance of power, the two most likely options are a ‘Jamaica’ coalition consisting of the CDU/CSU, 
Greens and FDP; or a ‘traffic light’ coalition consisting of the SPD, Greens and FDP.  

The latter is the more likely outcome and would be the biggest change from the status quo, opening up the prospect of 
more investment in infrastructure, aggressive climate targets and a more relaxed fiscal policy (positive for growth). In 
practice, the need for consensus and the caution of likely Chancellor Olaf Scholz will mean the new government sticks to 
the centre ground. Key negotiation sticking points will be around the prospect of further joint European borrowing 
(favoured by the Greens but opposed by the others) and reforms to Germany’s ultra-tight ‘debt brake’ (ditto). 

Day ahead: Once again there’s absolutely no data out of note in NZ, with Aussie Retail sales (mkt: -2.5% mom) the only 
data out across the Tasman. Once again, it’s the usual 1pm COVID update that’ll be the day’s highlight (here’s hoping there 
are once again few, if any, unlinked cases). Overnight, there’s a glut of US data out, but it’s largely second tier – wholesale 
inventories, house price indices and consumer confidence data among other things. Author: nathaniel.keall@asb.co.nz   

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.7020 0.2% NZD/SEK 6.102 0.7% NZX WMP 3770.0 0.0% Dow 34912 0.3%

NZD/AUD 0.9631 -0.3% NZD/DKK 4.460 0.3% Gold $/o 1751.2 0.0% S&P 500 4451 -0.1%

NZD/EUR 0.5997 0.4% NZD/THB 23.6 0.6% WTI Oil $/b 75.6 2.0% NASDAQ 14986 -0.4%

NZD/JPY 77.89 -0.2% AUD/USD 0.7289 0.5% Money Market (%) FTSE 7063 0.2%

NZD/GBP 0.5118 -0.2% EUR/USD 1.171 -0.2% 90 Day BB 0.64 0.02 CAC-40 6651 0.2%

NZD/CAD 0.8859 0.7% USD/JPY 111.0 0.3% OCR 0.25 0.00 DAX 15574 0.3%

NZD/CHF 0.6497 0.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24209 0.1%

NZD/HKD 5.463 0.1% NZ 2.01 0.00 1yr 1.11 0.01 Nikkei 30240 0.0%

NZD/SGD 0.9499 0.1% US 1.48 0.03 2yr 1.46 0.00 ASX200 7384 0.6%

NZD/CNH 4.533 0.3% Aust 1.41 0.00 5yr 1.85 0.00 NZX50 13228 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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