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A massive month for markets 
 • Donald Trump is the surprise new US President. 

• The RBNZ cut the OCR 25bp to 1.75% but signalled this is the end of the current easing cycle. 

• The North Canterbury economic impact is not expected to be the same scale as the 2010/11 quakes. 

November 2016 will go down in history for a number of reasons.  Chief among these was the surprise election of Donald 
Trump as the next US President.  Hillary Clinton was widely expected to take the hot-seat.  There was the predictable knee-
jerk move away from risky assets as the result came in during the Asian time zone.  However, this didn’t last long (just a few 
hours in some cases) and US stocks and Treasury yields finished November considerably higher, while the USD was flavour of 
the month.  This despite a lack of clarity over Trump’s policies, although the large amount of fiscal stimulus he has said is 
coming is generally predicted to be inflationary, generating speculation the Fed will lift rates faster than previously thought. 

The RBNZ cut the OCR by 25bp to 1.75%, as was widely expected and as such market reaction was muted.  Given the impact 
of the Trump victory, NZ yields actually moved higher on the day, even with the rate cut.  The RBNZ signaled this is the likely 
end of the current easing cycle.  However, the statement and forecasts still leave the door open for more cuts if needed.  The 
RBNZ’s Financial Stability Review at the end of the month kept debt-to-income housing measures on the table, although they 
appear some way off implementation. 

The third week of November started with the North Canterbury earthquake.  The cost remains unknown but the damage 
was considerably more limited than the 2010/11 Canterbury quakes.  As such, the RBNZ is not expected to offer additional 
stimulus to offset the economic impact, while the government has offered a fiscal support package to impacted businesses.   

Fonterra finally jumped on the dairy price recovery bandwagon, lifting the 2016/17 payout estimate to $6.00/kg milk solids.  
This from the initial $4.25/kg estimate and $5.25/kg revision, coming in line with ASB’s long-held forecast. 

A busy month ended with oil cartel OPEC agreeing on a deal to limit production.  The run-up to the meeting saw lots of 
speculation over who was going to sign up and how much production would be limited by.  The general upshot helped to 
push oil towards $50/brl and through that level in the early days of December.   

Date Instrument 30-Nov-16 Month % Quarter % Year % 5-Year %

Cash NZ cash rate 1.75 -0.25 -0.25 -1.00 -0.75
NZ 90-day bank bill 2.04 -0.10 -0.24 -0.80 -0.68
US 90-day bank bill 0.93 0.05 0.09 0.52 0.40
NZ - US 90-day bank bill 1.11 -0.15 -0.33 -1.32 -1.08

Fixed NZ 5-year gov't stock 2.48 0.44 0.66 -0.48 -1.05
Interest NZ 10-year gov't 3.12 0.59 0.88 -0.42 -0.94

NZ 10-year sw ap 3.31 0.60 0.87 -0.28 -1.03
AUS 10-year gov't 2.74 0.42 0.85 -0.11 -1.23
US 10-year gov't 2.31 0.52 0.73 0.09 0.31

Equities NZ - NZX50 Capital (NZ$) 3302 -1.2% -8.4% 8.5% 68.8%
AUS - All Ords (A$) 5502 1.9% -0.5% 5.4% 31.5%
JAP - Nikkei (¥) 18308 5.1% 8.4% -7.3% 117.1%
UK - FT100 (£) 6784 -2.5% 0.0% 6.7% 23.2%
US - S&P500 (US$) 2199 3.4% 1.3% 5.7% 76.3%
WORLD - MSCI (US$) 1712 1.3% -0.4% 1.0% 44.5%
MSCI in NZD (NZ$) 2397 0.6% 1.1% -7.5% 54.2%

Exchange NZD/USD 0.7144 0.6% -1.5% 9.2% -6.3%
Rates NZD/AUD 0.9558 2.4% -0.7% 5.2% 25.5%

NZD/JPY 80.43 8.8% 7.7% 0.2% 35.4%
NZD/GBP 0.5725 -1.9% 3.5% 31.6% 17.1%
NZD/EUR 0.6718 4.0% 3.4% 8.8% 17.4%
NZ TWI 78.48 2.7% 1.4% 10.0% 12.6%
EUR/USD 1.0634 -3.2% -4.7% 0.4% -20.2%

Equity indices are the respective end-of-month closes. Interest rates and exchanges rates are at 5pm NZ.
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Cash 
The RBNZ cut the OCR by 25bp to 1.75% on November 10, as was widely 
expected.  Alongside this, the Bank also released its new OCR forecast rates, 
replacing the 90-day bill estimate.  This showed a terminal rate of 1.7%, 
signalling it is done with the current easing cycle, but that there is a small 
chance of a further cut, if needed.  

Going forward, we expect the easing cycle is finished, with the OCR on hold for 
the foreseeable future.  This is due to firming inflation and recent USD strength, 
pushing the NZD lower.  However, there is still a risk of easing, should inflation 
fail to firm as expected or if the economic impact from the recent earthquakes is 
worse than expected. 

Elsewhere the Federal Reserve held rates steady ahead of the election, as was 
expected, but the minutes from that meeting underlined expectations for a hike 
in December. 

 
Fixed interest 
Bond yields were pushed markedly higher in the wake of Donald Trump’s US 
Presidential election victory.  His policies are expected to be inflationary, which 
could push the Federal Reserve to lift interest rates at a quicker pace than 
previously expected.  This pushed US bond yields (particularly for longer 
maturities) much higher and in short order.  This pulled other global debt yields 
higher as a result, again with the long end setting the pace.   

The RBNZ’s rate cut was widely expected and as such the impact from the 
move was muted.  In addition, the decision came just a few hours after the US 
election result, which swallowed any local reaction to the OCR move.  

Australian markets saw a similar move to those in New Zealand, while talk of 
further easing from the RBA has more-or-less faded, at least in the short term.  

 

Equities 
US equity indices marked a number of record new highs following Trump’s 
victory.  Firms with a domestic focus were star performers, with the expected 
fiscal stimulus generating the move.  However, tech stocks and those with a 
international focus fared less well, as concerns over protectionism loom large.  

Oil stocks got a boost right at the end of the month from the OPEC deal to cut 
supplies.  EU stocks, though, were kept under some pressure ahead of the 
Italian constitutional referendum, being held over the first weekend of 
December.  

The NZX50 added to its recent losses in November, giving up another 1.2%.   
Even so, the index was still over 8.5% higher over the prior 12 months.  NZ is by 
far the best performing index of those tracked in this report.  This performance 
is in part due to past interest rate cuts from the RBNZ and the growth 
momentum in the economy. 

 

Exchange rates 
The US election result generally boosted the USD, at least after a few wobbles 
immediately after the results were announced.  The strength was across the 
board, although the GBP didn’t add to recent losses.  The NZD itself was held 
back from making any major gains not only due to USD strength, but also in the 
aftermath of the RBNZ’s rate cut and the North Canterbury earthquake.  

Elsewhere the AUD found itself under pressure as it has been acting as a proxy 
for Asian emerging market currencies, given the relatively strong trade links.  It 
was also no surprise to see the Mexican Peso come under pressure following the 
Trump victory. 

USD/JPY also saw some major moves, with the pair emerging as the favoured 
way of trading the US election, keeping Yen firmly under pressure.  
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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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