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CH: Caixin PMI services, Apr: 52.5 vs. 52.7 prev.

Good Morning

It has been a quiet start to the week in what will likely be a
quiet week overall, with a very light economic and event
calendar. With UK and Japan holidays, trading conditions
are lighter than normal. Global rates are slightly lower,
with the US 10-year rate consolidating just below 4.5%.
The NZD has spent most of the day consolidating just over
0.60, while the yen is weaker after last week’s strong
recovery.

In light trading conditions, global rates have pushed lower,
extending the falls seen last week that followed a run of
weaker than expected US economic data and the Fed’s
policy update. The week ahead will feature US Treasury
issuance with the demand for duration tested by the
auction of $67b of 10-year and 30-year bonds. There has
been some slight curve flattening, with the 2-year rate up
slightly and the 10-year rate down 2bps from last week’s
close to 4.49%.

There are a number of FOMC speakers doing the rounds
this week but they are unlikely to move the market. Most
of them on the same page in terms of watching the data
closely to determine the timing and scope for any policy
easing, echoed by NY Fed President Williams overnight.
Richmond Fed President Barkin, a voter this year, said he
was optimistic that policy was restrictive enough to bring
inflation down to target, saying “the full impact of higher
rates is yet to come”.

US equities continue to enjoy a positive run, supported by
a solid earnings season, up for a third consecutive session
and back to within a couple of percent of the record high
posted late-March. The S&P500 is currently up 0.8%.

In currency markets, net movements have been modest,
except for some notable weakness in the yen after last
week’s intervention-induced strong recovery. USD/JPY is
up 0.6% from last week’s close to just under the 154 mark.
Last week’s official intervention, estimated to be just
under USD60b, did the job for now, but with the ongoing
wide gap between US and Japan rates, there is some
scepticism that the strong recovery in the yen can be
sustained without a closing of that rates gap. Former US
Treasury Secretary Summers said that “given the massive
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size of capital markets, | think the evidence is reasonably
clear intervention doesn’t work — even in the scales that
the Japanese engaged”. That said, increased volatility in
the yen will make it more difficult for speculators to hold
positions and it is likely that some will stay away for a
while, making the currency less of a one-way bet, which
was the real aim of intervention.

Despite some pullback in the yen, the NZD and AUD have
managed to sustain last week’s gains. The AUD has pushed
up to 0.6635, and the NZD is relatively flat at 0.6015,
seeing NZD/AUD nudge down to 0.9075. There is little
movement on the crosses overall, apart from a 0.6% gain
in NZD/JPY to 92.5.

Oil prices are relatively flat, with Brent crude just over
USD83 per barrel. Hamas said it has agreed to a Gaza
cease-fire proposal put forward by Qatar and Egypt but
Israel hasn’t agreed to the plan, currently in the process of
being reviewed.

Domestic rates were dragged lower yesterday on global
forces, in response in Friday’s night’s post-payrolls price
action in the US. NZGB yields fell 4-6bps across the curve.
The 10-year rate closed down 6bps to 4.77%, now well
down from the late-April closing high of 5%. Payers were
lurking around in the short-end of the swaps curve, so the
2-year rate fell by only 1bp to 4.99%, while 10-year swap
fell 6bps to 4.61%.

On the calendar today, real retail sales for Australia are
expected to show a modest contraction. In the RBA policy
update, the Bank will need to acknowledge the positive
inflation surprise and lower unemployment rate trajectory,
so the tone of the statement could come across as more
hawkish than the last neutral one. Elsewhere, the calendar
will be light, tonight and through the rest of the week.
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Coming Up

Period Cons. Prev. NZT

AU Real retail sales (q/q%) Q1 -03 0.3 13:30
AU RBAcash rate target (%) May 4.35 4.35 16:30
GE Factoryorders (m/m%) Mar 04 0.2 18:00
US Fed's Kashkari participates in fireside chat 03:30

Source: Bloomberg, BNZ
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Currencies Equities Commodities
Global froces Indicative overnight ranges (*) Other FX Major Indices Price (Near futures, except CRB)
Last % Day Low High Last % Day Last % Day % Year Last Net Day
NzZD 0.6014 +0.0 0.6008 0.6032 CHF 0.9062 +0.1 S&P 500 5,168 +0.8 25.0 Oil (Brent) 83.35 +0.5
AUD 0.6626  +0.2  0.6617 0.6638 SEK 10.809  -0.1 Dow 38,816 +0.4 15.3 Oil (WTI) 78.53 +0.6
EUR 1.0773  +0.1 1.0758 1.0791 NOK 10.825 -0.5 Nasdaq 16,306 +0.9 333 Gold 2333.7 +1.1
GBP 1.2566  +0.2 1.2556  1.2595 HKD 7.817 +0.1 Stoxx 50 4,957 +0.7 14.2 HRC steel 786.0 -3.3
JPY 153.92  +0.6 153.42  154.00 CNY 7.209 -0.4 FTSE 8,213 +0.5 5.6 CRB 286.5 +0.6
CAD 1.3661 -0.2 SGD 1.351 +0.1 DAX 18,175 +1.0 13.9 Wheat Chic. 645.8 +3.7
NZD/AUD  0.9076 -0.2 IDR 16,026  -0.4 CAC 40 7,997 +0.5 7.6 Sugar 19.48 +1.0
NZD/EUR  0.5582 -0.1 THB 36.75 +0.1 Nikkei 38,236 -0.1 311 Cotton 76.56 +3.3
NZD/GBP  0.4786 -0.1 KRW 1,359 -0.3 Shanghai 3,141 +1.2 -5.8 Coffee 195.2 -2.8
NZD/JPY 92.57 +0.7 TWD 32.36 -0.0 ASX 200 7,682 +0.7 6.4 WM powder 3100 +0.0
NZD/CAD  0.8216 -0.1 PHP 57.23 -0.2 NZX 50 11,821 -1.0 -0.6 Australian Futures
NZ TWI 70.77 -0.1 VIX Index 13.73 +1.8 -20.1 3 year bond 95.98 0.01
Interest Rates 10 year bond  95.61 0.00
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ BKBM and Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Chg Last Chg
UsD 5.50 5.59 4.74 4.11 UsD 4.49  -0.02 15-May-26 476  -0.04 BKBM 1-mth  5.60 0.00
AUD 4.35 4.41 4.32 4.60 AUD 438 -0.04 15-Apr-27 4.63  -0.04 BKBM 3-mth  5.63 0.00
NZD 5.50 5.63 4.99 4.61 NZD 4.77  -0.06 15-May-28 458  -0.04 1year 5.40 -0.02
EUR 4.00 3.83 3.27 2.76 GER 247  -0.03 20-Apr-29 457  -0.05 2 year 4.99 -0.01
GBP 5.25 5.30 4.61 3.94 GBP 4.22 0.00 15-May-30 459  -0.05 3 year 4.73 -0.03
JPY 0.08 -0.03 0.36 0.97 JPY 0.90 0.00 15-May-31 4.65 -0.05 5 year 4.53 -0.04
CAD 5.00 5.27 4.52 3.94 CAD 3.62 -0.03 15-May-32 470  -0.05 7 year 4.53 -0.05
14-Apr-33 4.73  -0.06 10 year 4.61 -0.06
15-May-34 4.77  -0.06 15 year 4.76 -0.05
NZ Inflation-Indexed Bonds 15-May-35 4.82 -0.06
* These are indicative r 06:54 Sep-30 2.36 -0.05 15-May-37 4.93 -0.05
please confirm rates with your BNZ dealer Sep-35 2.68 -0.04 15-May-41 5.06 -0.04
Rates are as of: NZT Sep-40 2.87 -0.04 15-May-51 5.05 -0.04
Source: Bloomberg 15-May-54 5.08 -0.04
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NZD exchange rates
7/05/2024  6:55 am Prev. NY close 0.61 - NZD/USD -Last 7 days
usbD 0.6014 0.6011
GBP 0.4786 0.4791 0.60 1
AUD 0.9076 0.9094
EUR 0.5582 0.5586 0.59 -
JPY 92.57 92.00
CAD 0.8216 0.8227 0.58 -
CHF 0.5450 0.5442
DKK 4.1643 4.1665 0.57 T T T T T T T T T
FJD 1.3573 1.3630 30-Apr  01-May 02-May 03-May 04-May 07-May
HKD 4.7010 4.6957
IR .22 e 0.92 - NZD/AUD - Last 7 days
NOK 6.5103 6.5385 )
PKR 166.08 167.29
PHP 34.42 34.48
PGK 2.2928 2.2899
SEK 6.5004 6.5050 091 WM
SGD 0.8126 0.8112
CNY 4.3354 4.3526
THB 22.13 22.21
TOP 1.3973 1.4005 0.90 —
VUV 72.74 73.02 30-Apr  01-May 02-May 03-May 04-May 07-May
WST 1.6489 1.6514
XPF 66.85 66.85 NZD/USD - Last 12 months
ZAR 11.1109 11.1265 0.66 1
0.64 -
0.62 -
NZD/USD Forward Points 0.60 1
BNZ buys NZD BNZ sells NZD 0.58
1 Month -0.20 0.20 0.56
3 Months -0.28 0.27
6 Months -0.54 0.47 0.54 T T T T T
9 Months 064 1.36 May-23  Jul-23  Sep-23 Nov-23 Jan-24 Mar-24
1 Year -0.84 2.16
NZD/AUD - Last 12 months
NZD/AUD Forward points 0-96
BNZ buys NZD BNZ Sells NZD i
1 Month -9.65 8.85 0.94
3 Months -23.93 -22.69
6 Months ~ -41.76 -38.87 0.92 7
9 Months -54.39 -49.30
1 Year -62.05 -54.84 0.90 1
0.88 T T T T r
May-23  Jul-23  Sep-23 Nov-23 Jan-24 Mar-24
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