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US markets closed as European yields surge 

Markets in the US have been closed for Memorial Day so it’s been a quiet start to the week. The only big US news 
have been comments by Fed Governor Christopher Waller (speaking in Frankfurt), who said he wants the Fed Funds 
rate above neutral by the end of the year and favoured continuing to hike rates in 50bps increments – all consistent 
with the line from the Fed of late, but still pretty explicit. 

In Europe there have been some pretty chunky lifts in bond yields. With German inflation hitting a multidecade 
high at +7.9% yoy (besting expectations it would hit +7.6%) that’s perhaps not too surprising. French, German and 
Italian yields are all up 6-12bps, with the steepest lifts generally in the middle of the curve around the 5-year mark. 

Despite those inflation woes, European equities have mostly lifted. The Pan-European Stoxx is up 0.9%, with most 
other major European indices also in the green. Reports Chinese COVID restrictions may be lifting have reportedly 
been one driver of improving sentiment. 

The positive tone has also seen safe-haven currencies underperform. USD, JPY and the Swiss Franc have been the 
worst performers in the G10. NZD has been somewhere in the middle of the pack, though for the most part 
movements have been modest. NZD/AUD has nudged down near 0.9110, while NZD/USD is up about two tenths of a 
percent to 0.6560. The move in NZD/JPY has been more dramatic – it’s up around 83.60, close to its early-May peak. 

Local Recap: A few comments from the RBNZ’s newly installed Chief Economist Paul Conway, who made the usual 
soundings around uncertainty and the Bank being prepared to ‘play the game again’ if the situation changed, but 
also described the uptrend in inflation expectations as being worrying, in line with the signals in last week’s 
statement. Those statements helped push swap yields up 3-7bps off a steepening curve. Market pricing currently 
sees the OCR hitting circa 4.1% in mid-2023, a bit north of the Bank’s track in last week’s MPS. 

Day Ahead: April building consents data are due at 10.45am from Stats NZ, which may back-up recent data showing 
the housing market continuing to cool. There’s a glut of data out in Aussie which our CBA friends are expecting will 
show the current account surplus widening to A$15.1bn, private sector credit growth lifting 0.5%, and inventories up 
2%. There isn’t much on the cards overnight, though Canadian GDP growth should be solid thanks to the easing in 
Omicron restrictions, while Eurozone preliminary CPI data for May should show inflation remaining elevated.  
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Currencies Currencies Commodities Equities

NZD/USD 0.6558 0.3% NZD/SEK 6.392 -0.4% NZX WMP 4125.0 0.0% Dow 33213 1.8%

NZD/AUD 0.9113 -0.2% NZD/DKK 4.526 -0.1% Gold $/o 1855.3 0.1% S&P 500 4158 2.5%

NZD/EUR 0.6083 -0.1% NZD/THB 22.4 0.2% WTI Oil $/b 115.1 0.9% NASDAQ 12131 3.3%

NZD/JPY 83.65 0.1% AUD/USD 0.7197 0.5% Money Market (%) FTSE 7600 0.2%

NZD/GBP 0.5182 0.1% EUR/USD 1.078 0.4% 90 Day BB 2.46 0.03 CAC-40 6562 0.7%

NZD/CAD 0.8302 -0.2% USD/JPY 127.6 0.4% OCR 2.00 0.00 DAX 14576 0.8%

NZD/CHF 0.6278 -0.1% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 21124 2.1%

NZD/HKD 5.147 0.3% NZ 3.54 0.05 1yr 3.55 0.04 Nikkei 27369 2.2%

NZD/SGD 0.8959 0.2% US 2.74 0.00 2yr 3.87 0.07 ASX200 7287 1.4%

NZD/CNH 4.374 -0.1% Aust 3.26 0.00 5yr 3.81 0.07 NZX50 11146 0.0%
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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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