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NZ: ANZ activity outlook (net%), Sep: 11 vs. 11 prev.
AU: Retail sales (m/m%), Aug: 0.2 vs. 0.3 exp.

EC: Economic confidence, Sep: 93.3 vs. 92.4 exp.

GE: CPI EU harmonised (m/m%), Sep: 0.2 vs. 0.3 exp.
GE: CPI EU harmonised (y/y%), Sep: 4.3 vs. 4.5 exp.

US: GDP (ann'lsd g/q%), Q2: 2.1 vs. 2.2 exp.

US: Initial jobless claims (k), Sep-23: 204 vs. 215 exp.
US: Pending home sales (m/m%), Aug: -7.1 vs. -1.0 exp.

Good Morning

Another day, another bond market sell-off with fresh highs
in global rates, although the net change in the US 10-year
rate has been small, after some reversal. Higher risk
appetite sees a recovery in US equities and a broadly
weaker USD. The AUD has been the top performer, while
the NZD has recovered to 0.5960.

Higher UK rates led a global bond market sell-off, with the
10-year Gilt up as much as 20bps to 4.56% before some
order was restored to the market, now up 13bps for the
day. Traders reported some cross-asset selling of gilts, as
they had lagged the sell-off through September.

Higher UK rates flowed through into other markets, with
the case for higher European yields aided by a renewed
focus on budget deficits. Italy’s 10-year rate rose as much
as 18bps to a fresh decade-high of 4.95% after the
government raised its fiscal deficit targets (to 5.3% of GDP
this year and 4.3% next year) and cut growth forecasts.
This followed a move by France a day earlier to cut public
spending only slightly in its proposed budget next year,
leaving the deficit well above EU rules at 4.4% of GDP. EU
rules that cap budget deficits at 3% of GDP were
suspended during the pandemic but are due to go into
force again next year.

Those market forces swamped the better news on
inflation. German inflation fell to a two-year low and came
in slightly below market expectations at 0.2% m/m and
4.3% y/y, the latter plunging from 6.4% due to base
effects. Annual CPl inflation in Spain alsp undershot
expectations at 3.2%, albeit up from 2.4%. The data, along
with expectations that core inflation will continue to fall,
support the ECB’s view that enough tightening might have
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been done this cycle. Germany’s 10-year rate is up 9bps on
the day to 2.93%, after trading at a fresh 12-year high of
2.98%.

Higher European rates spilled over into the Treasuries
market, with the 10-year rate up to a fresh high of 4.69%
before the mood turned and the rate is now up only 2bps
for the day at 4.62%, alongside a 6bps steepening, with the
2-year rate down 4bps.

US economic data were mixed. US Q2 GDP was unrevised
at 2.1% but there was a significant revision in the
composition, with consumer spending up an annualised
0.8%, its weakest pace in a year, and revised down from
1.7%, offset by an upgrade to business investment. Initial
jobless claims remained low, rising just 2k to 204k. Pending
home sales, a leading indicator of existing home sales,
plunged 7.1% m/m in August, a much greater fall than
expected and raising some question marks about the
health of the housing market in the face of higher
mortgage rates.

The turnaround in the bond market saw equities bounce
higher. After trading sideways, the S&P500 is currently up
%%, alongside a modest improvement in risk sentiment. In
positive news, Bloomberg reports on hints of a
compromise between the auto workers’ union and car
manufacturers that bring the parties closer together, the
union reducing demands on a pay rise from the initial 40%
to 30%. The WSIJ reports that US and China talks are
gaining momentum, paving the way for President Xi to visit
President Biden in the US, alongside other steps to
improve relations.

In currency markets, the USD has been broadly weaker,
reflecting better risk sentiment and perhaps a sign that
buying pressure was exhausted, with the RSI technical
indicator as high as 78 indicative of an overbought USD.
The DXY index is currently down 0.4%. The AUD has been
the best performer over the past 24 hours, moving in sync
with a stronger yuan. USD/CNH has fallen to 7.2960 while
the AUD has recovered to 0.6420. This sees NZD/AUD
down to 0.9285 even as the NZD has strengthened to
0.5960, up 0.9% from this time yesterday.

Apart from a fall against the AUD, NZD crosses are all
higher, reflecting the more modest gains in other majors
against the USD. NZD/JPY has broken up through 89, with
the July high of 89.7 increasingly under threat.

www.bnz.co.nz/research

Page 1



Markets Today

29 September

The domestic rates market outperformed on a cross
market basis yesterday, with a more modest lift in rates

Coming Up

Period Cons. Prev. NZT

than seen in the US or Australia. Higher rates from the US Fed's Powell hosts town hall with educators 09:00
open via global forces saw the government bond tender NZ ANZ consumer confidence Sep 85 10:00
well suppocrjte: and rates fell |ntlo thtcej clhosz. The Ct;)rve was IN Tokyo CPI (y%) Sep 27 29 1230
steeper and the 10-year NZGB closed the day up 5bps to
P -year y up >op IN  Tokyo CPlexfr.fd, energy (yy%) Sep 39 40 12:30
5.23%, a fresh closing high for the cycle. Swap rates were PR — — s 511 510 1445
. aixin manutacturin e o d d
up 2-4bps across the curve. The ANZ business outlook CH Cain ) . S E o o
survey didn’t move the market, with the survey showing H Caixin PMIservices ep 518 518 1445
. . o pe . .. . . . 0, .
insignificant movements in activity indicators, and with S UIERIEETLIES ) SE S B 20
mixed pricing indicators — pricing intentions nudging higher EC CPI (y¥%) Sep 45 53 2200
and inflation expectations nudging lower. EC CPlcore (yiy%) Sep 48 53 2200
US Goods trade balance ($b) Aug -91.4 -91.2 01:30
In the day ahead the economic calendar is full. Fed Chair CA GDP (m/m%) Jul 01 -0.2 01:30
Powell will be on the wires form 9am reiterating the recent US Personal income (m/m%) Aug 04 02 01:30
policy update. Key releases include China Caixin PMI data, US Real personal spending (m/m%) Aug 0.0 0.6 01:30
ahead of the official PMIs on Saturday, euro area CPl and US PCE core deflator (m/m%) Aug 02 02 0130
the US PCE de:jlators. T/he I/atter |; e;(pected tlo sho:vl’lche US PCE Core Deflator YoY Aug 39 42 01:30
core rate steady at 0.2% m/m and the annual rate fallin .
y ° & US Chicago PMI Sep 47.6 487 0245
from 4.2% to 3.9% yoy.
Saturday
jason_k_wong@an.CO.nZ CH Manufacturing PMI Sep 50.2 49.7 14:30
CH Non-manufacturing PMI Sep 517 51 14:30
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 0.5961 +0.6 0.5934 0.5973 CHF 009170 -0.5 S&P 500 4293  +05 154 Qil (Brent) 94.90 1.8
AUD 0.6418 +1.0 0.6364 0.6432 SEK  10.949 -1.1 Dow 33623 +0.2 133 il (WTI) 91.49 2.3
EUR 1.0552 +0.5  1.0495 1.0579 NOK 10737 0.2 Nasdag 13,192  +0.7  19.4 Gold 1860.6 0.6
GBP 1.2192 +05 1.2125 1.2225 HKD  7.829 +0.1 Stoxx 50 4162  +07 248 HRC steel 715.0 +0.4
JPY 149.38 -0.2 149.15 149.50 CNY 7.298 -0.2 FTSE 7,602 +0.1 8.5 CRB 287.5 +1.0
CAD 1.3512 +0.1 SGD 1.367 -0.4 DAX 15,324 +0.7 25.8 Wheat Chic. 606.5 -0.1
NZD/AUD  0.9288 -0.4 IDR 15,520 +0.2 CAC 40 7,116 +0.6 23.4 Sugar 26.73 +2.3
NZD/EUR 05649  +0.2 THB 3659 0.2 Nikkei 31,873 -15 206 Cotton 89.20 +0.9
NZD/GBP  0.4889  +0.2 KRW 1,357 +0.5 Shanghai 3110 +01 23 Coffee 147.2 15
NZD/JPY ~ 89.05  +0.5 TWD 3224 +0.0 ASX 200 7,025 01 7.2 WM powder 2960 0.7
NZD/CAD 0.8055  +0.7 PHP 56.97  +0.1 NZX 50 11,178  -12  -0.2 Australian Futures
NZ TWI 70.75 +0.3 3 year bond 95.89 -0.07
Interest Rates 10 year bond  95.46 -0.06
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Last
USD 550 565 501 432 USD 462 001 15-Apr-25 569 002 1 year 5.90 0.02
AUD 410 415  4.38 4.78 AUD 4.46  0.08 15-Apr-27 533  0.03 2 year 5.68 0.02
NZD 550 573  5.68 5.10 NZD 523  0.05 15-May-28 522  0.03 5 year 5.17 0.04
EUR 400 397  3.87 3.46 GER 2.93  0.09 15-May-31 522  0.05 7 year 5.10 0.04
GBP 5.25 5.40 5.22 4.38 GBP 4.48 0.13 14-Apr-33 5.23 0.05 10 year 5.10 0.04
JPY 006 -0.03 022 0.96 JPY 0.76  0.02 15-May-41 545  0.06 15 year 5.15 0.05
CAD 500 551 542 4.56 CAD 410 001 15-May-51 544  0.05
* 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 07:01
Source: Bloomberg
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NzZD exchange rates
28/09/2023  7:01 am Prev.NYclose | 0.60 NZD/USD - Last7 days
uUsD 0.5961 0.5923
GBP 0.4889 0.4881
AUD 0.9288 0.9323
EUR 0.5649 0.5639 0.59
JPY 89.05 88.63
CAD 0.8055 0.7995
CHF 0.5466 0.5457
DKK 42125 4.2044 0.58 ——
FID 1.3663 1.3585 22-Sep 23-Sep 26-Sep 27-Sep 28-Sep  29-Sep
HKD 4.6666 4.6323
D e sy 0.04 - NZD/AUD - Last 7 days
NOK 6.4006 6.3743 :
PKR 17151 171.02
PHP 33.96 33.72 093 -
PGK 2.1835 2.1617
SEK 6.5269 6.5559
SGD 0.8149 0.8130 0.92 -
CNY 4.3503 4.3308
THB 2191 21.64
TOP 1.3898 1.3839 0.91 —
VUV 73.43 72.47 22-Sep  23-Sep  25-Sep  27-Sep  28-Sep  29-Sep
WST 1.6558 1.6376
XPF 66.81 66.54 NZD/USD - Last 12 months
ZAR 11.3205 11.3777 0.66 1

0.64 -

0.62 -
NZD/USD Forward Points 0.60 1

BNZ buys NZD BNZ sells NZD 0.58 -
1 Month -0.17 0.19 056
3 Months -0.20 0.38
6 Months -1.14 -0.14 0.54 + T T T T T
9 Months 557 211 Sep-2 Nov-22 Jan-23 Mar-23 May-23  Jul-23
1 Year -10.53 -7.07
NZD/AUD - Last 12 months
NZD/AUD Forward points 0.9
BNZ buys NZD BNZ Sells NZD 0.94 7

1 Month -10.22 -9.57 0.92 7
3 Months -30.86 -29.44 0.90 -
6 Months -59.44 -56.61 0.88 -
9 Months -87.54 -80.28 0.86
1 Year -111.92 -102.09

0.84 -

0.82 :

Sep-22  Nov-22

Jan-23 Mar-23 May-23  Jul-23
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