
 
 
 

29 September 2021 
 

ASB Economics   |   649 301 5657 |  

Please refer to the important disclosures at the end of this document 

 

1 

NZD belted as investors’ ‘wall of worry’ grows 

Risk appetite hit the skids again overnight, carving around ½ cent off the NZD/USD. It currently trades around 0.6950, 
around two cents below the early-September highs. Most other asset markets have washed up according to the standard 
‘risk-off’ playbook. Equity markets are down sharply (S&P500 -1.8%), commodity prices have eased off recent highs, and 
the USD is up across the board. The exception is bond yields, which have continued their recent march higher. 

Markets are grappling with a wall of worry that seems to grow by the day. We’ve got the Evergrande saga in China, and 
the latest US debt ceiling impasse. Stagflation concerns are now being added to the list given surging energy prices. Crude 
oil prices hit a 3-year high around US$80/barrel overnight and US and European gas prices continued to surge. US natural 
gas prices are up around 35% for the month while the UK equivalent is up more like 50%.  

China is also struggling with widespread power outages amid record-high coal prices. Our CBA colleagues noted 
yesterday that China’s power shortages could lead to longer-lasting cuts to industrial production, which would drive 
Chinese export prices higher and cause upside pressure on inflation globally. 

The sharp run-up in energy prices has further inflamed what is probably the key worry for markets which is the 
withdrawal of monetary stimulus. Both the Fed and the Bank of England acknowledged last week that the inflation spike 
is not as transitory as they might have liked (surprise!), and bond yields around the world have taken note. US 10-year 
yields rose a further 4bps overnight, meaning they’re up close to 10bps for the week, and around a three-month high. In a 
testimony in front of Congress this morning, Fed chair Powell said inflation-boosting supply constraints have been “larger 
and longer lasting than anticipated.” 

Of the limited economic data released overnight, US consumer confidence was probably the most watched. Unfortunately, 
it wasn’t flash which hasn’t helped the gloomy mood. Headline confidence fell to the lowest level since February, a sharp 
contrast to the increase analysts had expected (109.3 vs. 115 expected). The fall has been generally linked to the prior 
jump in US COVID infections, but it’s just as likely to reflect economic concerns given the recent cooling in momentum.  

Yesterday’s Aussie retail sales fell a little less than expected in August (-1.7%m/m vs. -2.5% market). It was the third 
consecutive monthly fall, with the level of spending now 6.1% back from May. More recent partial indicators point to 
spending beginning to track back up in September, and a stronger recovery is likely thereafter as the locked-down States 
start to reopen. Our friends at CBA reckon there’s about A$200b in accumulated savings ready to be unleashed.  

FX update: The NZD/USD is likely to remain on the defensive today/tonight given broad USD strength and retreating risk 
appetite. Indeed, the kiwi underperformed all the major currencies overnight bar the GBP in what seems to be a reversal 
of the month’s prior outperformance. Key near-term support is eyed around 0.6940.  

Day ahead: Largely clear. There’s a smattering of European confidence indicators out, as well as US pending home sales. 
There’s a little more central bank chatter from both Fed and ECB officials. Author: mike.jones@asb.co.nz   

 

Currencies Currencies Commodities Equities

NZD/USD 0.6956 -0.9% NZD/SEK 6.076 -0.5% NZX WMP 3770.0 0.0% Dow 34490 -1.1%

NZD/AUD 0.9609 -0.2% NZD/DKK 4.429 -0.7% Gold $/o 1733.7 -0.9% S&P 500 4377 -1.5%

NZD/EUR 0.5957 -0.7% NZD/THB 23.6 -0.1% WTI Oil $/b 75.1 -0.4% NASDAQ 14643 -2.2%

NZD/JPY 77.62 -0.4% AUD/USD 0.7238 -0.7% Money Market (%) FTSE 7028 -0.5%

NZD/GBP 0.5140 0.4% EUR/USD 1.168 -0.2% 90 Day BB 0.65 0.02 CAC-40 6507 -2.2%

NZD/CAD 0.8819 -0.5% USD/JPY 111.6 0.5% OCR 0.25 0.00 DAX 15249 -2.1%

NZD/CHF 0.6468 -0.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 24500 1.2%

NZD/HKD 5.414 -0.9% NZ 2.04 0.03 1yr 1.11 -0.01 Nikkei 30184 -0.2%

NZD/SGD 0.9445 -0.6% US 1.54 0.05 2yr 1.45 -0.01 ASX200 7276 -1.5%

NZD/CNH 4.496 -0.7% Aust 1.49 0.07 5yr 1.88 0.01 NZX50 13174 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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