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Events Round-Up

NZ: Net migration, Jul: 5786 vs. 8549 prev.

NZ: Card spending total (m/m%), Aug: 0.9 vs. -0.9 prev.
AU: Westpac consumer confid., Sep: 79.7 vs. 81.0 prev.
AU: NAB business conditions, Aug: 13 vs. 11 prev.

UK: WKkly earns. ex bonus (3m/y%), Jul: 7.8 vs. 7.8 exp.
UK: Unemployment rate (3mth avg%), Jul: 4.3 vs. 4.3 exp.
GE: ZEW survey expectations, Sep: -11.4 vs. -15.0 exp.
US: NFIB small bus. optimism, Aug: 91.3 vs. 91.5 exp.

Good Morning

Market movements have been well-contained as the
market awaits tonight’s key US CPI report. US Treasuries
have traded a very tight range with little movement and
the S&P500 shows a modest loss for the day. Of note, oil
prices have risen to a fresh 10-month high, lending support
to CAD. The USD is slightly stronger and the NZD has
consolidated around 0.59. There was little market reaction
to the government’s pre-election opening of the books,
with the deterioration in the fiscal accounts well
telegraphed in advance.

On a day with only modest market movements, it is
notable that oil prices are up about 2% to a 10-month high,
with Brent Crude piercing the USD92 per barrel mark. The
oil market is tight, with record demand being met with
ongoing production restrictions by Saudi Arabia. OPEC data
suggest that in Q4 the global oil market will face a supply
shortfall relative to demand of more than 3m barrels per
day, potentially the largest deficit in more than a decade.
Crude stockpiles are already well below average and
inventories are expected to contract much further over the
next quarter.

The rapid increase in oil prices over the past 2% months, in
the order of 30%, is feeding through into higher gasoline
prices and year-on-year comparisons have swiftly moved
from negative to positive. This will be a key dynamic in the
US CPI figures due tonight, which are keenly anticipated,
with higher gasoline prices likely pushing up the headline
rate to 0.6% m/m and 3.6% y/y, while core inflation
expected to be better contained — the ex food and energy
measure expected to be up 0.2% m/m, seeing the annual
increase fall fourth-tenths to 4.3%. That said, higher
headline rates heading into year-end will be a hindrance to
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a desired fall in inflation expectations, making the job of
central banks harder to contain inflation.

The key global economic release overnight was UK labour
market data, which showed the unemployment rate rising
to 4.3% in the three months to July, its highest level in
nearly two years. Meanwhile the annual gain in weekly
earnings ex bonuses was steady at 7.8%. While the data
were in line with market expectations, they weren’t as
strong as feared. Market pricing for the BoE’s meeting next
week remained little changed, around the 19-20bps mark,
but 2-year and 10-year Gilt yields fell 4-5bps against a
backdrop of steady to slightly higher rates across Europe.

US Treasury yields have traded a tight range for another
session, the 10-year rate confined to 4.26-4.30% and little
changed from the NZ close, currently trading at 4.27%. The
2-year rate has risen slightly to sneak back over the 5%
mark.

In currency markets, movements have been modest, but
CAD has been the best performer on the back of higher oil
prices, but with a gain limited to 0.2% overnight. The NZD
is slightly weaker at 0.59, but enough to see NZD/CAD
revisit levels just below 0.80. The AUD is down a touch to
0.6420 and NZD/AUD is trading just below 0.92.

JPY has been the weakest of the majors, perhaps a sign
that the market had over-reacted early in the week to BoJ
Governor Ueda’s weekend comments. USD/JPY is trading
back up through 147. The EUR and GBP have also lost a
little ground against the USD over the past 24 hours.

In domestic news, as expected, the government’s pre-
election economic and fiscal update showed further
deterioration in the fiscal accounts, with a shortfall in tax
revenue (since the Budget estimates were compiled a few
months ago) leading to the budget deficit running some
$3b larger than expected for the June 2023 year, at $10b
for the OBEGAL measure. This deficit is projected to widen
to $11.4b in FY24, or $3.8b larger than projected at the
Budget.

Accordingly, the government increased its borrowing
programme by $2b for the current fiscal year, with
borrowing over the four-year projection period lifted by
S9b. This will see gross NZGB issuance of $36b for FY24
along with $9b in short-term borrowings — or $45b over
the 48-week period the government is actively borrowing,
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so that’s around $940m per week. For context, pre-COVID
the annual borrowing requirement was just $13b.

As we noted yesterday, the rates market was well-
prepared for the deterioration in the fiscal accounts and
likely increase in future bond supply, so the reaction was
limited. The ultra-long bonds slightly underperformed,
with the 2051 yield 1bp higher, after NZDM noted the
syndication of a new 30-year (2054) bond within the

released will be UK monthly GDP and UK and euro area
industrial production.
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Coming Up
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We’ve already noted the key US CPI report tonight. Also 9
Equities Commodities**
Indicative overnight ranges (*) Other FX Major Indices Price
Last % Day Low High Last % Day Last % Day % Year Last Net Day
NZD 0.5903 -0.3 05889 0.5919 CHF  0.8914 +0.1 S&P 500 4471 04 8.8 Oil (Brent) 92.14 +1.7
AUD 0.6423 -0.1  0.6408 0.6440 SEK  11.103 +0.2 Dow 34,666 +0.0 7.1 Oil (WTI) 88.95 +1.9
EUR 1.0731  -0.2 10706 1.0738 NOK  10.682 +0.4 Nasdaq 13,781  -1.0 124 Gold 1917.6 0.6
GBP 1.2486  -0.2 12460 1.2516 HKD 7.828 0.1 Stoxx 50 4242 03 163 HRC steel 719.0 0.1
JPY 147.11  +0.3  146.66 147.23 CNY 7292 +0.0 FTSE 7528 +04 07 CRB 286.3 +0.7
CAD 1.3555 0.1 SGD 1.361  +0.1 DAX 15,716 05  17.3 Wheat Chic.  587.3 +0.5
NZD/AUD 0.9190  -0.1 IDR 15,342 +0.1 CAC 40 7,253  -03 145 Sugar 26.83 +1.6
NZD/EUR 0.5501  -0.1 THB 3561 +0.3 Nikkei 32,776 +1.0 145 Cotton 87.49 +0.8
NZD/GBP  0.4728 0.1 KRW 1,327 03 Shanghai 3137 02 -39 Coffee 152.0 0.3
NZD/JPY  86.84  +0.1 TWD 3205 +0.2 ASX 200 7,207 +02 28 WM powder 2810 +1.4
NZD/CAD  0.8002  -0.4 PHP 56.65 -0.1 NZX 50 11,299 00 3.9 Australian Futures
NZ TWI 69.62 -0.2 3yearbond  96.156 -0.01
Interest Rates 10 year bond  95.84 0.00
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Last
UsD 550 567  4.90 3.98 usD 427 -0.02 15-Apr-25 550 -0.03 1year 5.74 -0.01
AUD 410 412 417 4.50 AUD 417 0.1 15-Apr-27 510 -0.02 2 year 5.49 -0.03
NZD 550  5.67 5.49 4.82 NZD 498 -0.01 15-May-28 499  -0.02 5 year 4.93 -0.02
EUR 375  3.82 3.74 3.20 GER 2.64  0.01 15-May-31 497  -0.02 7 year 4.83 -0.02
GBP 525 558 5.36 4.33 GBP 442  -0.06 14-Apr-33 498  -0.01 10 year 4.82 -0.02
JPY 0.05 -0.03 0.0 0.88 JPY 071  0.00 15-May-41 5.18  0.00 15 year 4.89 -0.02
CAD 500  5.48 5.24 4.19 CAD 3.70  -0.00 15-May-51 519  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 06:51
Source: Bloomberg
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NzZD exchange rates
13/09/2023 6:51 am Prev.NYclose | 0.60 NZD/USD - Last 7 days
UsD 0.5903 0.5919
GBP 0.4728 0.4732
AUD 0.9190 0.9204
EUR 0.5501 0.5506 0.59
JPY 86.84 86.77
CAD 0.8002 0.8034
CHF 0.5262 05273
DKK 4.1038 4.1065 058 —m———————— T
FJD 1.3404 1.3523 06-Sep 07-Sep 08-Sep 09-Sep 12-Sep  13-Sep
HKD 4.6208 4.6359
INR 48.95 49.14 0.93 NZD/AUD - Last 7 days
NOK 6.3055 6.2966
PKR 177.02 178.28
PHP 33.45 3355
PGK 2.1326 2.1368 0.92
SEK 6.5537 6.5569
SGD 0.8036 0.8053
CNY 4.3046 4.3144
THB 21.04 21.01 0.91 + - < <
TOP 1.3955 1.3973
VUV 72.35 72.75 06-Sep 07-Sep 08-Sep 09-Sep  12-Sep  13-Sep
WST 1.6227 1.6427
XPF 65.49 65.12 NZD/USD - Last 12 months
ZAR 11.1684 11.1711 0.66 1

0.64 -

0.62 -
NZD/USD Forward Points 0.60 1

BNZ buys NZD BNZ sells NZD 0.58 -
1 Month -0.06 0.30 0.56 |
3 Months 0.35 1.16
6 Months 0.98 2.27 0.54 r r r r r )
9 Months .0.97 1.46 Sep-2 Nov-22 Jan-23 Mar-23 May-23  Jul-23
1 Year -4.95 -1.30
NZD/AUD - Last 12 months
NZD/AUD Forward points 0.9
BNZ buys NZD BNZ Sells NZD 0.94 7

1 Month -10.74 -9.90 0.92 7
3 Months -29.24 -27.45 0.90 -
6 Months -58.37 -54.97 0.88 -
9 Months -86.31 -80.40 0.86
1 Year -112.13 -103.42

0.84 -

0.82 ;

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