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Antipodean interest rates on the march 

The most eye-catching development in markets over the past 24 hours has been the rocket higher in antipodean 
wholesale interest rates. The NZ swap curve was notching up fresh 2½ year highs yesterday morning even before the 
Aussie CPI shock (see below). Payside pressure from mortgage-related fixing as well as general illiquidity appears to be 
exacerbating the uptrend. The extra leg-up from the surge in Aussie rates post-CPI saw the NZ 2-year swap yield finish the 
day 12bps higher around 2.17%. Gains in the back end of the curve were again less severe as the curve continues to 
flatten.  

Headline Australian Q3 inflation printed on expectations at 0.8% qoq (3.0% yoy), but it was really all about the 0.7% lift 
in the policy-relevant trimmed mean measure. This was materially stronger than consensus (0.5%) and the RBA’s implied 
projection of 0.4-0.5%. On an annual basis, the trimmed mean CPI quickened to 2.1%, which is within the RBA’s 2-3% band 
and the highest rate since 2015.  

Aussie markets had already been dubious about the RBA’s ‘no rate hikes till 2024’ forward guidance but the clearer 
confirmation that Australia is not exempted from the global inflation shock saw markets pull forward the expected timing 
of the first RBA tightening further to around May 2022. This underpinned some huge moves in Aussie yields yesterday (2-
year swap +25bps), with the April 2024 bond now yielding 0.2075% (recall the RBA’s yield target is 0.1%). Our CBA 
colleagues think the RBA won’t ditch its forward guidance – yet – and will act to lower the yield in the next day or two. 

The final version of the October ANZ Business Outlook didn’t really change any of the thematics from the prelim version. 
The key of those being a) the activity expectations of Auckland firms are holding in surprisingly well given the drag from 
COVID restrictions. They’re actually above those of ex-Auckland firms (23.4 vs. 20.8). And (b), cost, inflation, and pricing 
intentions are still going nuts.  

Overnight, all the action has again been in fixed income markets. Sharp falls in UK, European, and US long rates should 
feed through to slightly lower NZ 10-year rates on the open this morning. The declines were material – UK 10-year Gilt 
yields down 12bps and around 10bps for US 10-year Treasury yields – but identifying a precise catalyst is difficult. The most 
likely candidate in a big cut in debt supply announced by the UK Debt Management Office overnight. Bond sales were cut 
by around 20%, much more than analyst projections.  

The Bank of Canada carried on the trend of central banks flipping more hawkish. The BoC ended its QE programme and 
pulled forward the expected start of its tightening cycle to the “middle quarters” of 2022 (previously the second half of 
2022). The CAD has outperformed overnight as a result, up around 0.3% against the USD. 

Elsewhere, it was a fairly tepid night for currencies, despite the large movements in interest rates. Even the AUD/USD, 
with the sharp re-rating of policy expectations, only sits around mid-pack for currency performance (0.25% against USD). 
The NZD/USD has just rattled around in a tight 0.7130-0.7185 range.  

Day ahead: There’ll be more interest than usual in the 1pm COVID briefing in NZ now that two COVID cases have been 
discovered in Christchurch. A snap lockdown in Christchurch hasn’t been ruled out.  No change in policy is expected from 
the Bank of Japan, as ever. Japan remains noticeably absent from the current global inflation party. The inflation outlook is 
firmer in Europe, but is still clearly lagging the likes of the US. Consequently, the ECB is expected to leave all of its key 
policy rates unchanged at its meeting tonight. We might see some discussion about the outlook for the pace of asset 
purchases though, which could have relevance for EUR and NZD/EUR.  Author: mike.jones@asb.co.nz 
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Currencies Currencies Commodities Equities

NZD/USD 0.7169 0.1% NZD/SEK 6.1528 -0.3% CRB Index 238.949 -0.9% Dow 35580 -0.5%

NZD/AUD 0.9538 0.0% NZD/NOK 6.0383 0.9% NZX WMP 3930 -1.1% S&P 500 4570 -0.1%

NZD/EUR 0.6180 0.1% NZD/THB 23.84 0.2% Gold $/o 1794.82 0.1% NASDAQ 15284 0.3%

NZD/JPY 81.59 -0.2% AUD/USD 0.7516 0.1% WTI Oil $/b 82.8 -2.2% FTSE 7253 -0.3%

NZD/GBP 0.5220 0.3% EUR/USD 1.1600 0.0%  NZD Swap Rates (%) DAX 15706 -0.3%

NZD/CAD 0.8860 -0.1% USD/JPY 113.82 -0.3% OCR 0.50 0.00 CAC-40 6754 -0.2%

NZD/CHF 0.6582 -0.1% 10 Yr Bond Yields (%) 3mth 0.77 0.03 H.Seng 25629 -1.6%

NZD/HKD 5.5753 0.1% NZ 2.60 0.09 1yr 1.54 0.05 Nikkei 29098 0.0%

NZD/SGD 0.9669 0.2% US 1.54 -0.07 2yr 2.16 0.11 ASX200 7449 0.1%

NZD/DKK 4.5970 0.1% Aust 1.82 0.01 5yr 2.60 0.14 NZX50 13020 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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