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CH: New yuan loans (CNYb), Aug: 1360 vs. 1250 exp.
CH: Aggregate financing (CNYb), Aug: 3120 vs. 2690 exp.

Good Morning

Ahead of a busy week, the USD weakened, about time
following eight consecutive weekly increases in the DXY
index. A stronger yuan, given the heavy hand of the PBoC
and some supportive credit data, has spilled over into a
stronger NZD, AUD, with the stronger yen also playing a
role. US Treasuries show small net movements and a
slightly steeper curve while equity markets are on a
stronger footing.

Mondays are normally pretty dead but currency markets
showed some life with a few key developments worth
noting. The yen strengthened as soon as the NZ market
opened yesterday following BoJ Governor Ueda’s
comments reported in a weekend newspaper interview.
Ueda said it’s possible the central bank will have enough
information and data by the year-end to judge if wages will
continue to rise, a condition for adjusting stimulus. He
added that ending the BoJ’s negative interest rate is
among the options available.

Ueda’s comments might well have been made to reduce
selling pressure on the yen than encourage higher rates in
the context of the very weak yen and data released on
Friday showing much lower than expected wages inflation,
but there was an impact on both markets. USD/JPY opened
the week near 147 from the week-end close of 147.80 and
traded below 146 later in the Asian session before settling
at 146.50. Japan’s 10-year rate rose above 0.70%, for the
first time since January 2014 without any sign of the Bol
using a handy hand to drive the rate back down.

Meanwhile, the yuan strengthened after the PBoC
published the strongest ever CNY reference rate relative to
market estimates, keeping CNY/JPY close to the key 20
mark. A few hours later, the PBoC backed that up with a
statement saying that “participants of the FX market
should voluntarily maintain a stable market and resolutely
avoid behaviours that disturb market orders such as
conducting speculative trades”. Later in the session there
were reports of major Chinese banks selling USD/CNY
aggressively.
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USD/CNH was down below 7.30 by the NZ close after
opening around 7.36 and yuan strength was largely
sustained after China credit data were stronger than
expected, following the slump in July. Stronger credit
growth was supported by a rebound in mortgage and
corporate loans. Broad credit growth ticked up from 8.9%
y/y to 9.0% y/y, the first acceleration since March.

The NZD and AUD were well supported by that backdrop,
with some broader USD weakness after its strong run
thrown into the mix. In our weekly currency update we
noted that the DXY relative strength index had, for the first
time in year, breached the 70 mark, signalling a move into
overbought territory. That is no longer the case, with the
DXY index down 0.5%. The NZD is up 0.6% from last week’s
close to 0.5920, while a slightly stronger gain for the AUD
to 0.6430 sees NZD/AUD slightly lower at 0.92. The EUR
and GBP show more modest gains, of about 0.4%, so those
NZD crosses are slightly stronger. NZD/JPY is down 0.3% to
86.7.

Ahead of the ECB meeting later this week, the European
Commission downgraded its growth projection for the
euro area economy by three-tenths for 2023 and 2024 to
to 0.8% and 1.4% respectively, dragged down by a
contraction in Germany’s economy, with GDP falling 0.4%
this year and only growing 1.1% next year. While the
inflation projection for this year was downgraded slightly
to 5.6%, it was upgraded slightly to 2.9% next year.
Economists are evenly split on whether the ECB will hike by
25bps on Thursday night while the market is about 40%
priced for a hike.

Compared to currencies, the bond market has been
relatively quiet, with US Treasuries trading a narrow range
and higher JGB yields imparting a modestly bearish pulse
for longer term rate markets elsewhere. The US curve
showed a small steepening bias, with the 2-year rate little
changed and the 10-year rate up 2bps to 4.28, albeit down
slightly from the level prevailing at the NZ close. Yesterday,
global forces sent NZ rates higher across the curve, with
NZGB yields up 4-6bps and swap rates up 5-8bps. The NZ
10-year government bond closed just under the 5% mark.

US equities are stronger, with the S&P500 up 0.7% and the
Nasdaq index up 1.2%. Tesla is up close to 10% after
Morgan Stanley said that Tesla’s Dojo supercomputer
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could add as much as $500b to the company’s market cap

by opening up new addressable markets. Coming Up
The domestic focus in the day ahead will be the pre- .
election economic and fiscal update due at 1pm. This P CTs, Prev. W
wouldn’t ordinarily cause any NZD reaction but the NZ Netmigration Jul 5033 10:45
accounts will show further deterioration in NZ’s fiscal NZ Card spending total (m/m%)  Aug -0.9 1045
accounts, highlighting NZ’s poor “twin deficits” situation. AU Westpac consumer confid. Sep 81.0 12:30
The rates market seems well prepared for NZDM to NZ Pre-Election Economic and Fiscal Update 13:00
upscale the projected borrowing requirement. Ahead of AU NAB business conditions Aug 10 13:30
th'lel LeleaTe, dec?l_:]d slfendlmf’ lmlglratloh ar;]d E)I(ulnsbm data UK Wklyearns. exbonus (3m/AQo) Jul 7.8 7.8 18:00
will be released. The key global release is the abour

. ve . UK Unemploymentrate (%) Jul 4.3 4.2 18:00
market reports tonight, which could be key ahead of the GE ZEW ) S 150 123 21:00

. survey expectations ep -15.0 -12. 3
next BoE meeting. yexp P
US NFIB small bus. optimism Aug 915 919 22:00
jason.k.wong@bnz.co.nz 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 0.5917 +0.6 05911 0.5935 CHF  0.8908 -0.3 S&P 500 4,488  +0.7  10.3 Oil (Brent) 90.61 0.1
AUD 0.6428 +0.8  0.6423 0.6449 SEK  11.076 -0.4 Dow 34679 +03 7.9 oil (WTI) 87.30 0.3
EUR 1.0746  +0.4  1.0716 1.0759 NOK  10.652 -0.3 Nasdaq 13,920 +1.2 149 Gold 1927.0 +0.1
GBP 1.2510 +0.3 1.2501 1.2548 HKD 7.833 0.1 Stoxx 50 4254  +0.4  19.2 HRC steel 720.0 +0.0
JPY 14656  -0.9 14591 146.98 CNY 7.289  -0.7 FTSE 7,497  +0.2 2.0 CRB 284.5 +0.2
CAD 1.3581 -0.4 SGD 1.361  -0.4 DAX 15,801  +0.4  20.7 Wheat Chic.  584.3 -1.9
NZD/AUD 0.9205  -0.2 IDR 15,330  +0.0 CAC 40 7,278  +05  17.2 Sugar 26.40 +0.3
NZD/EUR 0.5506  +0.1 THB 3551 -0.4 Nikkei 32,468 0.4  13.8 Cotton 86.97 +2.8
NZD/GBP  0.4730  +0.3 KRW 1,332 -0.1 Shanghai 3,143  +0.8 3.7 Coffee 152.9 +2.8
NZD/JPY 8672  -0.3 TWD 3197 0.3 ASX 200 7192 +05 3.3 WM powder 2770 +0.4
NZD/CAD 0.8036  +0.1 PHP 56.68  +0.1 NZX 50 11,302 04 43 Australian Futures
NZ TWI 69.75 +0.1 3yearbond  96.168 -0.05
Interest Rates 10 year bond  95.84 -0.05
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Last

USD 5.50 5.67 4.88 3.99 UsD 428  0.02 15-Apr-25 553  0.04 1year 5.75 0.01
AUD 410 413 417 451 AUD 416 0.08 15-Apr-27 512  0.04 2 year 5.52 0.05
NZD 5.50 5.66 5.52 4.84 NZD 499  0.06 15-May-28 501  0.05 5 year 4.95 0.06
EUR 3.75 3.80 3.70 3.19 GER 2.64 0.03 15-May-31 499  0.06 7 year 4.85 0.07
GBP 5.25 5.56 5.39 4.37 GBP 447  0.05 14-Apr-33 499  0.06 10 year 4.84 0.08
JPY 0.07 -0.03 019 0.87 IPY 071  0.05 15-May-41 518 0.06 15 year 4.91 0.08
CAD 5.00 5.48 5.22 4.20 CAD 3.70  0.02 15-May-51 517  0.06
* 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 06:52
Source: Bloomberg
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NzZD exchange rates
12/09/2023  6:52 am Prev.NYclose | 0.60 - NZD/USD - Last 7 days
USsD 0.5917 0.5884
GBP 0.4730 0.4719
AUD 0.9205 0.9228
EUR 0.5506 0.5499 0.59 -
JPY 86.72 86.98
CAD 0.8036 0.8026
CHF 0.5271 0.5255
DKK 4.1070 41010 0.58
FJD 1.3429 1.3400 05Sep 06-Sep 07-Sep 08-Sep 09-Sep 12-Sep
HKD 4.6347 4.6130
INR 49.13 48.80 0.93 - NZD/AUD - Last 7 days
NOK 6.3025 6.2853
PKR 178.22 178.24
PHP 3354 33.33
PGK 2.1361 2.1257 0.92 -
SEK 6.5539 6.5462
SGD 0.8052 0.8036
CNY 4.3130 4.3212
THB 21.01 20.90 0.91 -
TOP 1.3789 1.3950
VUV 72.72 72.38 05-Sep 06-Sep 07-Sep 08-Sep 09-Sep  12-Sep
WST 1.6319 1.6338
XPF 65.12 65.46 NZD/USD - Last 12 months
ZAR 11.1711 11.2566 0.66

0.64

0.62
NZD/USD Forward Points 0.60

BNZ buys NZD BNZ sells NZD 0.58
1 Month -0.07 0.38 0.56
3 Months 0.55 1.14
6 Months 1.29 2.31 0.54 + T T T T T
9 Months 056 1.44 Sep-2 Nov-22 Jan-23 Mar-23 May-23  Jul-23
1 Year -4.54 -1.54
NZD/AUD - Last 12 months
NZD/AUD Forward points 0.9
BNZ buys NZD BNZ Sells NZD 0.94 7

1 Month -9.89 -8.91 0.92
3 Months -28.69 -27.26 0.90 -
6 Months -58.04 -55.03 0.88 -
9 Months -85.98 -80.84 0.86 -
1 Year -111.27 -103.58

0.84 -

0.82 ;

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