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Doomscrolling 
Over the past eighteen months, it’s not hard to see why many of us have had the odd anxious moment when gazing at 
the latest news headlines, packed as they are with tales of strained health systems, ecological catastrophe and 
political upheaval around the globe. It’s no surprise that Macquarie Dictionary (the premier authority on 
Australasian English) named ‘doomscrolling’ as one of its 2020 words of the year, which refers to the process of 
constantly refreshing one’s Facebook, Twitter or favoured news app for an endless stream of negativity. 

Having spent much of 2021 in an optimistic mood, financial markets have taken a sharp turn in the other direction 
over recent weeks. After hitting record highs at the beginning of September, major share indices have notched up 
some sizable intraday declines. Assets perceived as ‘riskier’ (like tech shares) have typically been the hardest hit as the 
mood has soured. Conversely, the US dollar – often used as a proxy for risk aversion – is up by about 2.5% since the 
beginning of September. 

Analysts and fund managers aren’t pointing to a singular catalyst for the change in tone and are instead citing a so-
called ‘wall of worry’ – a plethora of negative stories that have come into focus lately. In short, markets have begun to 
do some ‘doomscrolling’ of their own. The big sources of anxiety include: 

• Stagflation skittishness: This is the big one. There are some worries that global growth might be softening, at 
the same moment that inflationary pressures are charging ahead unabated. Some recent economic data has 
been softer than expected – like August non-farm payroll (employment) data in the US. Meanwhile, 
commodity prices remain as lofty as ever, freight costs are still extraordinarily high, COVID has distorted 
labour markets in many parts of the globe, and energy prices are surging, all of which implies that inflationary 
pressures are set to persist for a while longer yet. 
 

• Tightening twitchiness: On a related point, the upturn in inflation carries consequences for monetary 
policymakers. Having chucked the kitchen sink at markets to keep them liquid during the crisis, attention is 
now turning to the process of tightening things back up again. Three major central banks have already hiked 
policy rates (including the RBNZ, as we discuss below). Many central bank head honchos (including the Fed’s 
Jerome Powell and the RBA’s Philip Lowe) have sought to push out market expectations of rate hikes, but 
global bond yields have continued to climb. Some are worried they may have to tighten things sooner than 
hoped for if inflation proves even stronger than expected. That’s a concern if hikes come just as global 
growth decelerates. 
 

• COVID concerns: While many parts of the world have begun to ease restrictions, the Delta variant continues 
to prove difficult to suppress (as NZ’s experience is showing), with parts of the US and Europe experiencing 
fourth waves. Vaccination rates have also started to level off in many jurisdictions far ahead of the threshold 
needed for herd immunity. The upshot is that markets see reason to temper back some of the euphoria and 
exuberance that saw sharemarkets go on a bull run from late 2020 onward, when the first news of successful 
vaccine trials became public. 

https://www.asb.co.nz/documents/kiwisaver/returns-to-investors.html
https://www.asb.co.nz/documents/investment-advice/asb-investment-funds/fund-returns.html
https://www.asb.co.nz/asb-securities
https://www.macquariedictionary.com.au/resources/view/word/of/the/year/
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• China contagion collywobbles: Evergrande Group is a massive Chinese property developer holding hundreds 
of billions of US dollars in debt. In August, news begun the circulate that the company was suffering from 
serious liquidity problems and may be unable to pay some of its debts. The news sparked panic in global 
financial markets, drawing parallels with the experience of Lehman Brothers, which the US government 
allowed to fail back in 2008, triggering widespread contagion and helping cause the GFC. For now, 
Evergrande has been raising capital to stay afloat, but the risks haven’t entirely receded, and the news has 
shone a spotlight on the potential for a sharp slowdown in Chinese growth. 
 

• Washington worries: As at the time of writing, US policymakers are struggling to reach an agreement on 
lifting the debt ceiling, pitting Senate Republicans against the White House and the Democratic leadership. 
Failing to reach a deal would mean the US defaulting on its debt, with unprecedented consequences. For the 
most part, such an outcome is still unlikely, but it’s another source of volatility on top of everything else.  

Most global sharemarkets have been impacted by all the angst-driven volatility. Having hit record highs at the 
beginning of September (as measured by the MSCI World Index), global sharemarkets have fallen about 5%. 
Evergrande’s woes have seen some of the biggest declines taker place in China. The Hong Kong-based Hang Seng 
Index ended the September quarter down about 17%, while Shanghai’s CSI 300 fell 7%.  

A big exception to the global trend has been the NZ sharemarket – while global sharemarkets slipped over the 
September quarter, the local market gained nearly 5% (NZX 50 Gross index). Having set a record high in January, the 
NZ market was down over 10% at one stage, but the strong performance of late has seen the local market get back to 
within 3% of its all-time high recently. 

On the interest rate front, the last six weeks or so have also seen the first major central bank hikes since the pandemic 
began, culminating with the RBNZ lifting the OCR by 25bps to 0.50% on October 6th. Having held off from moving in 
August right after the country shifted up Alert Levels, the RBNZ is ‘looking through’ near-term volatility and focused 
on the risk inflation stays outside its target band for a prolonged period (thanks to those same pressures mentioned 
above). We expect the RBNZ to hike further from here, but expect the bank to move very cautiously – it has all but 
confirmed it will only move the OCR in 25bps increments. 

So, what does all this mean for me? 
In these times of upheaval, it’s not hard to see why investors sometimes feel a bit anxious. Some of the ways 
developments are reported haven’t helped. Headlines along the lines of “High inflation set to trigger higher interest 
rates” is something we’ve all gotten used to reading, but often the second part “…but rates are still set to remain well 
below long-run averages” is missing. While central banks are starting to tighten, most are proceeding very cautiously 
and are wary of the lessons they learnt post-GFC about hiking rates too quickly and snuffing out growth – hence the 
Fed’s decision last year to adjust its targeting framework to allow inflation to run a bit higher over short periods. 

Similarly, it’s not uncommon to see “Fears grow over global growth” over the newswires, but without the important 
caveat that many data points still look strong, and most forecasters aren’t expecting a contraction.  

In these circumstances it’s helpful to take a long-term view, as difficult as that may be. While sharemarkets have 
eased off their peaks, they MSCI World Index is still around 13% or so higher than it was at the start of the year. Not 
getting too panicked and looking past short-term volatility is key. 

Unpredictable ‘black swan’ events are always possible – as the Evergrande kerfuffle shows – but that’s just a reminder 
that it’s often a prudent strategy to stay diversified, and not get too exposed to any one asset class or jurisdiction. 
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Income Assets  
Cash   

ASB’s term deposit rates have lifted several times this year, including over the third quarter. The longest terms have 
lifted the most, with the 5-year rate now 1.15% above the all-time lows recorded over the past year. The shorter-
term rates (less than six months) remain near their lows, as tabled below.  

 

ASB’s term deposit interest rates are tabled here.  Inflation has been low until recently, but is now on the rise and 
could well erode all the return from term deposits.  Consumer price (CPI) inflation has generally been within the lower 
half of the Reserve Bank of New Zealand’s 1-3% target range over the past five years.  However, CPI inflation has lifted 
over 2021, and is expected to run at between 2-3% p.a. over the coming years, above all the current term deposit 
rates.  Related to the inflation outlook, and the strong economic recovery in the wake of the COVID-19 pandemic, the 
RBNZ lifted the Official Cash Rate in early October, and more increases are expected. Our report on the RBNZ’s 
decision and the outlook is here.  We also expect to see more increases in term deposit rates over the years ahead, 
and our term deposit reports can be read here.   

Date 30-Sep-21 Month % Quarter % Year % 5-Year %

Cash NZ Officia l  Cash Rate 0.25 0.00 0.00 0.00 -1.75

NZ 90-day bank bi l l 0.65 0.19 0.30 0.34 -1.56

Fixed NZ 5-year gov't s tock 1.53 0.17 0.41 1.51 -0.39

Interest NZ 10-year gov't 2.00 0.28 0.23 1.49 -0.27

AUS 10-year gov't 1.48 0.32 -0.03 0.62 -0.50

US 10-year gov't 1.52 0.24 0.03 0.87 -0.03

Austra las ian NZ - NZX50 Capita l  (NZ$) 5447 -0.2% 3.9% 10.3% 54.2%

      - NZX50 Gross  (NZ$) 13276 0.4% 4.9% 13.0% 80.7%

Equities AUS - Al l  Ords  (A$) 7630 -2.5% 0.6% 27.0% 38.1%

International JAP - Nikkei  (¥) 29453 4.9% 2.3% 27.0% 79.0%

Equities UK - FT100 (£) 7086 -0.5% 0.7% 20.8% 2.7%

US - S&P500 (US$) 4308 -4.8% 0.2% 28.1% 98.7%

WORLD - MSCI (US$) 3007 -4.3% -0.4% 27.0% 74.2%

             - MSCI return in NZD  -2.2% 1.4% 21.5% 83.9%

Exchange NZD/USD 0.6881 -2.2% -1.8% 4.5% -5.3%

Rates NZD/AUD 0.9552 -0.7% 2.6% 3.2% 0.4%

NZD/JPY 77.01 -0.4% -0.4% 10.7% 4.5%

NZD/GBP 0.5114 0.2% 1.2% -0.3% -8.7%

NZD/EUR 0.5929 -0.4% 0.8% 5.6% -8.4%

NZ TWI 73.56 -1.2% 0.0% 3.2% -4.7%

Equity indices are the respective end-of-month closes. Interest rates and exchanges rates are at 5pm NZ. Source ASB, Macrobond.

Term Deposit Rates 90-days 6 months 9 months 1 Year 2 years 3 years 4 years 5 years

10-year ave 2.57 3.22 3.26 3.32 3.54 3.70 3.86 4.00

Low 0.35 0.80 0.75 0.75 0.80 0.90 1.00 1.00

Oct-21 0.45 1.00 1.20 1.30 1.60 1.90 2.00 2.15

https://www.asb.co.nz/term-investments/term-investment-rates.html
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-review-oct21.pdf
https://www.asb.co.nz/documents/markets.html
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Fixed Interest   

NZ Government bond yields have risen over the month and 
quarter to 30 September. In contrast, US and Australian 10-year 
yields were up over the month, but flat over the quarter. 

The NZ 10-year government bond yield is trading above 2%, 
reaching levels last seen in early 2019. The 10-year yield is up over 
150 basis points or 1.5% on the lows recorded last year. 

The US 10-year yield up basis points over the quarter and is up 87 
basis points on year-ago levels.   

The Australian 10-year government bond yield was up 32 basis 
points over Q3 and is up 62 basis points on a year ago.   

Growth Assets  

 

Local and Iternational Equities    
The New Zealand sharemarket has been out of step with global 
markets over 2021 and that continued over month and quarter to 30 
September.  The NZX50 Gross index rose 0.4% over September, and 
4.9% over the third quarter. 

The Aussie sharemarket had been outperforming the NZ market 
over the first half of the year but dipped 2.5% in September. Earlier 
gains left the Australian benchmark up 0.6% over the quarter, and 
27% over the year to 30 September. 

US shares dipped significantly during September, with the S&P500 
index of shares slipping 4.8%. but like the Australian market, earlier 
gains meant the index was up 0.2% over Q3, and 28.1% over the year 
to 30 September.   

Asset Instrument 30-Sep-21 Month  Quarter  Year  5-Year  

Yield (%)

Cash NZ Official Cash Rate 0.25 0.00 0.00 0.00 -1.75

NZ 90-day bank bill 0.65 0.19 0.30 0.34 -1.56

US 90-day bank bill 0.13 0.01 -0.01 -0.09 -0.71

Fixed NZ 5-year gov't stock 1.53 0.17 0.41 1.51 -0.39

Interest NZ 10-year gov't 2.00 0.28 0.23 1.49 -0.27

NZ 10-year swap 2.25 0.29 0.37 1.74 -0.19

AUS 10-year gov't 1.48 0.32 -0.03 0.62 -0.50

US 10-year gov't 1.52 0.24 0.03 0.87 -0.03

Yield Change  

Asset Index 30-Sep-21 Month % Quarter % Year % 5-Year %p.a.  

Level

Equities NZ - NZX50 Capita l  (NZ$) 5447 -0.2% 3.9% 10.3% 9.0%

      - NZX50 Gross  (NZ$) 13276 0.4% 4.9% 13.0% 12.6%

AUS - Al l  Ords  (A$) 7630 -2.5% 0.6% 27.0% 6.7%

   Al l  Ords  in NZD 7988 -1.8% -2.0% 23.0% 6.6%

JAP - Nikkei  (¥) 29453 4.9% 2.3% 27.0% 12.4%

UK - FT100 (£) 7086 -0.5% 0.7% 20.8% 0.5%

US - S&P500 (US$) 4308 -4.8% 0.2% 28.1% 14.7%

WORLD - MSCI (US$) 3007 -4.3% -0.4% 27.0% 11.7%
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The standout market for the month was Japan – where the Nikkei index of shares gained 4.9%, to be up 2.3% for the 
quarter, and 27% for the year.  The Japanese market has come under some selling pressure following its recent strong 
run, as shown in the chart above. 

In sum, the MSCI index of global shares was down 4.3% in USD terms for the month, down 0.4% over Q3, but up 27% 
on a year ago.  

ASB Securities has more information on sharemarkets and trading here.    

Exchange Rates   

It’s been a mixed time for the NZD recently, with the NZD 
weakening on most cross rates during September but 
strengthening over the full third quarter. 

During September the NZD eased 2.2% against the USD, and 1.2% 
on a trade weighted basis.  

In contrast, over the full quarter the NZD was up 4.5% against the 
USD and 3.2% on a trade weighted basis.  

NZD maintains two key supports – key export commodity prices are 
strong, and the NZD has an interest rate advantage against the 
major currencies. However, the global anxieties noted at the start 
of this report are making the traditional safe-haven currencies look 
more attractive than their procyclical peers (of which NZD is one). 

More information about currencies is available in ASB’s weekly economic report which can be downloaded here. 
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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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