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Equities find their feet, US dollar hits the rocket boosters 
 

• It’s been another action-packed session overnight. Global stock markets and risk appetite surged back into the 
green, reversing much of this week’s weakness. But that hasn’t stopped the US dollar’s continued rally (‘risk on’ is 
usually associated with a weaker USD). The so-called ‘DXY’ USD index rose to a 20-year year high overnight, pushing 
the NZD/USD down to a 22-month low around 0.6460.  
 

• Unusually, the most significant news of the past 24 hours came out of Bank of Japan yesterday. In contrast to 
speculation the BoJ would turn more hawkish like the rest of the world, it doubled-down on its policy to keep 10-
year bond yields below 0.25%. With the rest of the world’s yields rising strongly (most notably in the US), this is a 
powerful negative for the JPY. USD/JPY soared in the wake of the meeting from sub 129 to above 131, catalysing a 
broader round of USD strength that’s placed all G10 currencies under pressure.  

 

• Global bond yields have continued to press ever-higher, this time led by Europe. German 10-year yields are up 
around 10bps (to 0.9%), helping lift the US equivalent another 5bps higher (2.85%). Not only did German inflation – 
wait for it – come in stronger than expected (7.4% vs. 7.2% expected) but the Swedish Riksbank surprised 
economists by hiking rates 25bps to positive territory for the first time in 8 years. In shades of certain other central 
banks, the Riksbank was saying only a few months ago that it wouldn’t raise rates until 2024.  

 

• Benchmark US stock indices are up 1.8-3.0% as we write, reversing some of this week’s weakness. There was no 
obvious catalyst for the sudden dose of optimism, but a strong earnings report from Meta breathed some lift into 
the corporate earnings season. Meta stocks jumped 17%, helping tech stocks more generally outperform (NASDAQ 
+3%).  
 

• Back in NZ, the April ANZ Business Outlook was loaded with the now-familiar themes pervading the business 
sector: low confidence, squeezed profitability, staff shortages and stratospheric inflation and cost pressures. Indeed, 
headline confidence fell slightly from March’s already-suppressed level. But there were some encouraging signs. 
Firms’ own activity expectations bounced, and pricing intentions eased just a touch. These were enough, for now, to 
keep our forecasts in play for low-but-ok GDP growth, and a slow easing in headline inflation from what we think 
will be the peak in H1 2022. Equally, there was nothing in the survey to dissuade the RBNZ from hiking the OCR 
another 50bps in May as remains our view, with a steady series of 25bps lifts to follow thereafter. 

 

• Local wholesale interest rates markets embarked on a wild ride yesterday. 2-year swap yields surged around 15bps 
through the morning to fresh 7-year highs around 3.9%, before suddenly turning tail and heading all the way back 
down again to close below where they opened around 3.77%. The local front end remains beset by thin liquidity, 
something that will be exacerbating recent volatility. OCR expectations remain extremely punchy; OIS markets price 
a high chance of 50bps RBNZ rate hikes at each of the next three meetings.  

 

• Day ahead: Full. We reckon local consumer confidence figures (10am) should look slightly less terrible than last 
month’s record low. This thanks to the declining nationwide Omicron outbreak and shift to the less restrictive 
Orange Traffic Light setting. Aussie private sector credit is expected to have increased a solid 0.6% in March, bringing 
annual growth to 8% (driven by housing). 

 

• Offshore, eurozone GDP growth is tipped at a weakish 0.3% q/q for Q1 with April Eurozone CPI seen holding at a 
lofty 7.5% y/y. The US has Q1 GDP with the consensus expecting 1% (annualised) and the Bank of Japan is expected 
to hold all monetary policy instruments unchanged today (and forever).  
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Currencies Currencies Commodities Equities

NZD/USD 0.6489 -0.8% NZD/SEK 6.3966 -0.6% CRB Index 308 0.8% Dow 33916 1.8%

NZD/AUD 0.9142 -0.4% NZD/NOK 6.1045 0.0% NZX WMP #N/A N/A#VALUE! S&P 500 4286 2.4%

NZD/EUR 0.6176 -0.3% NZD/THB 22.36 -0.6% Gold $/o 1896 0.5% NASDAQ 12872 3.1%

NZD/JPY 84.91 1.1% AUD/USD 0.7097 -0.4% WTI Oil $/b 105.4 3.3% FTSE 7509 1.1%

NZD/GBP 0.5206 -0.2% EUR/USD 1.0506 -0.5%  NZD Swap Rates (%) DAX 13980 1.3%

NZD/CAD 0.8311 -0.9% USD/JPY 130.86 1.9% OCR 1.50 0.00 CAC-40 6508 1.0%

NZD/CHF 0.6305 -0.5% 10 Yr Bond Yields (%) 3mth 1.99 0.02 H.Seng 20276 1.7%

NZD/HKD 5.0911 -0.8% NZ 3.58 -0.04 1yr 3.31 -0.03 Nikkei 26848 1.7%

NZD/SGD 0.8998 -0.4% US 2.83 0.00 2yr 3.77 -0.03 ASX200 7357 1.3%

NZD/DKK 4.5964 -0.3% Aust 3.09 0.03 5yr 3.91 0.01 NZX50 11876 0.0%
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