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Events Round-Up

NZ: Manufacturing volumes (q/q%, Q2: 2.9 vs. -1.8 prev.
AU: Trade balance (Sb), Jul: 8.0 vs. 10.0 exp.

CH: Exports (USD, y/y%), Aug: -8.8 vs. -9.0 exp.

CH: Imports (USD, y/y%), Aug: -7.3 vs. 9.0 exp.

GE: Industrial production (m/m%), Jul: -0.8 vs. -0.4 exp.
US: Initial jobless claims (k), wk to Sep 2: 216 vs. 233 exp.

Good Morning

Global rates are lower, with a downward surprise to US
initial jobless claims proving to be only a short-term
interruption to the move. Despite a fresh low for the yuan,
the NZD and AUD have managed to hold their ground
against the USD, unlike EUR and GBP which have fallen to
fresh three-month lows.

US initial jobless claims fell 13k to 216k last week, its
lowest level since February and below expectations for a
small lift. The figures could have been distorted by holiday
factors, coming a week before Labour Day, and Hurricane
Idalia — where the usual reaction after a natural disaster is
lower claims initially, followed by a jump. As such, the
market hasn’t over-reacted to the data.

US Treasury yields and the USD moved higher after the
release, but the move wasn’t sustained. The 2-year rate
rose 4bps to at peak of 5.03%, before a steady fall to the
current 4.95%, down 7bps for the day. The curve has
steepened, with the 10-year rate rising to as high as 4.30%
and now trades at 4.26%, down 2bps on the day.

Global rates are broadly lower. UK rates showed falls led
by the short end of the curve, with the 2-year Gilt down
10bps to 5.12%, the move supported by data showing
lower business inflation expectations. The UK 10-year rate
is down 8bps, while Germany’s is down 4bps. Bank of
Canada Governor Macklem hinted that the tightening cycle
might be over, saying “with past interest rate increases still
working their way through the economy, monetary policy
may be sufficiently restrictive to restore price stability”.
Canadian rates are also lower across the curve.

In other economic news, Germany industrial production
fell for a third consecutive month in July, to its lowest level
since December. Factors cited for weaker industrial activity
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include poor demand from China, worker shortages, higher
interest rates and the lingering fallout from last year’s
energy crisis.

Yesterday, China trade data weren’t as bad as feared, with
exports and imports contracting at a slower pace on an
annual basis and monthly seasonally adjusted estimates
implying some consolidation in exports and a pick-up in
imports. But the data didn’t prevent the yuan from
weakening further, even with the ongoing PBoC’s heavy
hand with the daily CNY reference rate fixing. USD/CNY
rose through the late-2022 year high, taking the onshore
yuan to its weakest level in 16 years at just under 7.33. The
offshore yuan didn’t suffer the same fate, but got close,
and currently trades over 7.34.

China is showing further signs of decoupling from the US.
Consulting firm Rhodium Group published data showing
the value of foreign direct investment in the US slumping
to $2.5b last year, a fall of more than 50% from 2021 and
the smallest since 2009. FDI as recently as 2016-17 was in
the order of $30-$40b. The firm noted that China has gone
from one of the top five US investors to a second-tier
player. The trend in merchandise trade data show the
share of Chinese imports from the US declining further, a
trend that kicked off from 2018 after President Trump
initiated a US-China trade war.

Apple shares show another fall of over 3%, seeing some
$200b wiped off its market value over two days, following
China’s plans to expand a ban on the use of iPhones to
government-backed agencies and state companies —
playing to the lack of trust between the US and China and
the de-coupling theme. Weaker tech stocks have been a
drag on the S&P500, currently down 0.4%, with a larger fall
for the Nasdaq index. Just over half of the S&P sectors are
in positive territory so the equity market declines cannot
be considered broadly based.

In currency markets, of note, the NZD and AUD haven’t
been dragged down by the weaker yuan and both
currencies, alongside JPY, have been the best performers
overnight, although net moves on the day have been small.
Yen gains can be attributed to the backdrop of lower global
rates, with USD/JPY pushing down towards 147. The NZD
currently trades at 0.5880 while the AUD is at 0.6380. The
EUR, GBP and CAD all show small falls against the USD.
EUR has traded below 1.07 for the first time since June
while GBP has sustained a move below 1.25 and is also at a
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three-month low. NZD crosses are mostly higher apart
from a small fall against JPY.

Yesterday, the last of the key NZ Q2 activity indicators
were released that allowed us to finalise our GDP estimate.
Much stronger than expected manufacturing sales
volumes and a better pulse in some of the services sector
indicators resulted in an upgrade in our GDP estimate from
0.3% to 0.6% qg/q. This follows two negative quarters and,
after accounting for strong population growth, still conveys
a very weak economic backdrop. The RBNZ projected 0.5%
at the August MPS, so there is little impact for the market.

The NZ rates market showed some surprising
outperformance yesterday in the face of ample supply. The

in the day. On a day of higher Australia yields, NZGBs were
little changed on the day, with a 1bp fall for the longer
maturities. The swaps curve showed a flatter bias, with the
2-year rate 1bp higher and the 10-year rate 2bps lower.

In the day ahead, the calendar is light, with Canada’s
employment report the key release tonight. China inflation
data are released over the weekend.

jason.k.wong@bnz.co.nz

Coming Up

Period Cons.

government’s bonder was well supported across all three CA  Unemployment rate (%) Aug 56 55 00:30
lines on offer with rates above 5% and higher NZGB yields Saturday
compared to swap, particularly for longer bonds, helping CH  CPI (yiy%) Aug 02 -03 13:30
support demand at the tender. Strong demand was CH PPI (y/y%) Aug -3.0 -4.4 13:30
evident despite LGFA issuing $750m of new bonds earlier Source: Bloomberg, BNZ
Equities Commodities**
Indicative overnight ranges (¥) Other FX Major Indices Price
Last % Day Low High Last % Day Last % Day % Year Last Net Day
NzD 0.5880 +0.1 0.5870 0.5894 CHF 0.8928 +0.2 S&P 500 4,448 -0.4 11.8 Qil (Brent) 89.99 -0.7
AUD 0.6378 -0.1 0.6367 0.6395 SEK 11.145 +0.3 Dow 34,495 +0.2 9.2 Qil (WTI) 86.94 -0.7
EUR 1.0696 -0.3 1.0686 1.0720 NOK 10.711 -0.0 Nasdaq 13,756 -0.8 16.7 Gold 1925.6 -0.0
GBP 1.2471 -0.3 1.2446  1.2490 HKD 7.838 -0.1 Stoxx 50 4,221 -0.4 20.5 HRC steel 726.0 +1.3
JPY 147.18 -0.3 147.05 147.61 CNY 7.329 +0.2 FTSE 7,442 +0.2 2.8 CRB 284.7 -0.1
CAD 1.3685 +0.4 SGD 1.366 +0.2 DAX 15,719 -0.1 21.7 Wheat Chic. 598.8 -1.7
NZD/AUD  0.9219 +0.2 IDR 15,328  +0.2 CAC 40 7,196 +0.0 17.9 Sugar 26.68 +1.8
NZD/EUR  0.5497 +0.4 THB 35.61 +0.2 Nikkei 32,991 -0.8 17.6 Cotton 83.62 -2.8
NZD/GBP  0.4715 +0.4 KRW 1,335 +0.3 Shanghai 3,122 -1.1 -3.5 Coffee 149.8 -2.2
NZD/IPY 86.54 -0.2 TWD 32.03 +0.2 ASX 200 7,171 -1.2 4.7 WM powder 2745 +3.0
NZD/CAD  0.8047 +0.5 PHP 56.80 -0.3 NZX 50 11,427 -0.0 -2.2 Australian Futures
NZ TWI 69.60 +0.2 3 year bond 96.16 -0.05
Interest Rates 10 year bond  95.88 0.02
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Last
uUsD 5.50 5.66 4.84 3.97 usbD 4.26 -0.02 15-Apr-25 5.562 -0.00 1 year 5.73 0.01
AUD 4.10 4.12 4.17 4.46 AUD 4.16 0.03 15-Apr-27 5.11 0.00 2 year 5.49 0.01
NzD 5.50 5.66 5.49 4.83 NzD 5.00 -0.01 15-May-28 5.01 0.00 5 year 4.93 0.00
EUR 3.75 3.80 3.68 3.16 GER 2.61 -0.04 15-May-31 4.99 -0.01 7 year 4.84 -0.01
GBP 5.25 5.58 5.43 4.39 GBP 4.45 -0.08 14-Apr-33 5.00 -0.01 10 year 4.83 -0.02
JPY -0.07 -0.03 0.13 0.83 JPY 0.66 -0.00 15-May-41 5.19 -0.01 15 year 4.89 -0.02
CAD 5.00 5.49 5.15 4.14 CAD 3.65 -0.04 15-May-51 5.18 -0.01
* These are indicative ranges from 5pm NZT; please confirm rates with your BNZ dealer
** All near futures contracts, except CRB. Metals prices are CME.
Rates are as of: NZT 06:59
Source: Bloomberg
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NzZD exchange rates
8/09/2023  6:59 am Prev.NYclose | 061 - NZD/USD -Last 7 days
USD 0.5880 0.5873
GBP 0.4715 0.4696 0.60 -
AUD 0.9219 0.9202
EUR 0.5497 0.5475 0.59
JPY 86.54 86.72
CAD 0.8047 0.8008 0.58 -
CHF 0.5250 0.5233
DKK 4.1007 4.0821 0.57
FJD 1.3394 1.3479 01-Sep 02-Sep 05-Sep 06-Sep 07-Sep  08-Sep
HKD 4.6089 4.6060
INR 48.93 48.83 0.93 - NZD/AUD - Last 7 days
NOK 6.2983 6.2939
PKR 179.32 180.25
PHP 33.40 33.44
PGK 21250 21202 000 MMNW
SEK 6.5534 6.5254
SGD 0.8030 0.8008
CNY 4.3095 4.2979
THB 20.94 20.86 0.91 -
TOP 1.3977 1.3868
VUV 72.28 72.02 Ol-Sep 02-Sep O4-Sep 05-Sep O7-Sep 08-Sep
WST 1.6351 1.6305
XPF 65.42 64.69 NZD/USD - Last 12 months
ZAR 11.2744 11.2756 0.66 1

0.64 -

0.62 -
NZD/USD Forward Points 0.60 7

BNZ buys NZD BNZ sells NZD 0.58 -
1 Month -0.05 0.29 0.56 |
3 Months 0.37 1.12
6 Months 0.83 1.87 0.54 T T T T T
9 Months -1.08 0.99 Sep-2 Nov-22 Jan-23 Mar-23 May-23  Jul-23
1 Year -5.34 -2.33
NZD/AUD - Last 12 months
NZD/AUD Forward points 0.9
BNZ buys NZD BNZ Sells NZD 0.94 7

1 Month -10.30 -9.55 0.92 7
3 Months -29.80 -28.14 0.90
6 Months -59.22 -56.17 0.88 -
9 Months -86.49 -81.50 0.86 -
1 Year -111.97 -103.55

0.84 -

0.82 ;

Sep-2 Nov-2 Jan-23 Mar-23 May-23  Jul-23
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