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Events Round-Up
GE: Factory orders (m/m%), Sep: 0.2 vs. -1.5 exp.

Good Morning

It has been a quiet start to what looks to be a quiet week
ahead. Equity markets have consolidated while US
Treasury yields has pushed higher after last week’s large
fall. Currency movements have been modest, with the NZD
and AUD slipping after last week’s strong gains.

Following last week’s monumental movements in financial
markets across all asset classes, the new week has begun
on a tepid note. This week’s calendar is light and it might
be a case of the market consolidating recent moves, while
the debate rages whether there was any signal to take
from last week’s large rise in equity markets, large fall in
bond yields and significant currency moves — based on
increased conviction that the Fed is done hiking for the
cycle and the focus turning to the scope and timing of
easier monetary policy next year.

Global bond yields have pushed higher, reversing some of
last week’s fall. The US 10-year rate is up 7bps from last
week’s close to 4.64%, with traders noting a heavy week
ahead of corporate issuance and a resumption of US
Treasury auctions for 3, 10 and 30-year bonds. US equities
opened higher and the S&P500 is currently flat, following
last week’s hefty 5.9% gain.

In currency markets, the NZD is modestly weaker after a
few failed attempts last night to sustain a break above
0.60. It currently trades at 0.5975, talking a breather after
last week’s gain of more than 3%. The AUD has gravitated
down to around 0.65 and NZD/AUD trades near 0.92.
Against a backdrop of higher global rates, the yen is also
weaker, with USD/JPY up 0.3% to 149.80.

Yesterday, BoJ Governor Ueda gave a speech where he
suggested the chance of the Bank shifting its negative
policy rate this year is near-zero. The message was that the
likelihood of achieving the 2% inflation target “seems to be
gradually rising” but “sustainable and stable achievement
of the price stability target is not yet envisaged with
sufficient certainty at this point”. The message we took
from the meeting last week and the following sourced
media reports was that the BoJ would continue to proceed
slowly and carefully in moving away from its ultra-easy
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policy stance. This approach reduces the chance of an
outsized financial market reaction to future policy tweaks,
thereby reducing the chance of a major risk-off event
emanating from its policy adjustments.

In economic news overnight, German factory orders rose
0.2% m/m in September against consensus estimates for a
1.5% drop, but prior data were revised down. A 4.2% jump
in foreign orders offset a 5.9% slump in domestic orders
and that won’t change the narrative of a very sluggish
German economy. The EUR and GBP show little change
from last week’s close, currently 1.0735 and 1.2375
respectively, with NZD crosses modestly weaker.

Domestic rates continued to fall yesterday, playing catch-
up to Friday night’s move and some further NZ-offshore
spread contraction thrown in as well. NZGB and swap
rates were down in the order of 6-7bps across most of the
curve, with a larger 8bps fall for the ultra-long bonds. The
10-year NZGB fell 6bps to 5.17%, taking its fall over the
first four trading days of November to a meaty 39bps.

You know something special is going on in financial
markets when even the beaten-up NZ equity market is
showing positive returns, with yesterday’s 1.3% gain
adding to last week’s 3.3% gain. However, not so good was
a 5.7% fall in Mainfreight after global shipping giant
Maersk warned at the end of last week about subdued
trading conditions, although notably its weaker guidance
reflected more on pricing than volumes — good news for
weaker goods inflation. On that, the NY Fed’s global supply
chain pressure index fell deeper into negative territory at
the end of October, taking it below the GFC nadir.

In the day ahead the key focus will be on the RBA’s policy
update, where most economists expect a 25bps hike in the
cash rate to 4.35%, while the market prices in about a 70%
chance. Compared to other central banks, the RBA has
been a laggard in the cycle and still has more work to do to
bring inflation to heel. Japanese earnings data, China trade
data and German industrial production round out the
calendar.
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Coming Up

Period Cons. Prev.

JN Labor cash earnings (y/y%) Sep 11 1.1 12:30
AU RBAcash rate target (%) Nov 435 4.1 16:30
CH Imports (USD, y/y%) Oct -50 -6.2
CH Exports (USD, yly%) Oct -35 -6.2

GE Industrial production (m/m%) Sep -0.2 -0.2 20:00

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 0.5975 -0.4 0.5967  0.6002 CHF 0.8978 -0.1 S&P 500 4,360 +0.0 15.6 Oil (Brent) 86.20 +1.5
AUD 0.6496 -0.3 0.6493  0.6523 SEK 10.900 +0.0 Dow 34,062 +0.0 5.1 Oil (WTI) 81.93 +1.7
EUR 1.0735 +0.0 1.0726 1.0756 NOK 11.039 0.1 Nasdaq 13,480 +0.0 28.7 Gold 1990.8 -0.4
GBP 1.2373 -0.1 1.2371  1.2428 HKD 7.820 -0.1 Stoxx 50 4,159 -0.4 12.8 HRC steel 890.0 +1.9
JPY 149.83  +0.3  149.38 149.84 CNY 7.270 -0.1 FTSE 7,418 +0.0 1.1 CRB 281.8 -0.2
CAD 1.3675 +0.1 SGD 1.351 -0.3 DAX 15,136 -0.4 12.5 Wheat Chic.  603.3 +0.6
NZD/AUD  0.9198 -0.1 IDR 15,539  -1.2 CAC 40 7,014 -0.5 9.3 Sugar 27.89 +0.4
NZD/EUR  0.5566 -0.4 THB 35.45 -0.3 Nikkei 32,708 +2.4 18.8 Cotton 78.66 -1.2
NZD/GBP  0.4829 -0.3 KRW 1,298 -1.8 Shanghai 3,058 +0.9 -0.6 Coffee 173.6 +1.6
NZD/JPY 89.52 0.1 TWD 32.11 -0.5 ASX 200 6,997 +0.3 0.9 WM powder 3010 -0.7
NZD/CAD  0.8171 -0.3 PHP 55.90 -0.3 NZX 50 11,261 +1.3 -0.3 Australian Futures
NZ TWI 70.30 -0.5 3 year bond 95.71 0.01
Interest Rates 10 year bond  95.24 -0.08
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Last
uUsbD 5.50 5.64 4.76 4.28 usbD 4.64 0.07 15-Apr-25 5.38 -0.03 1 year 5.63 -0.03
AUD 4.10 4.35 4.51 5.04 AUD 4.72 0.00 15-Apr-27 4.99 -0.07 2 year 5.31 -0.06
NzD 5.50 5.63 5.31 5.08 NzZD 517 -0.06 15-May-28 499  -0.07 5 year 4.96 -0.07
EUR 4.00 3.96 3.53 3.23 GER 2.74 0.09 15-May-31 512  -0.07 7 year 4.99 -0.06
GBP 5.25 5.37 4.86 4.22 GBP 4.38 0.09 14-Apr-33 517  -0.06 10 year 5.08 -0.06
JPY -0.01 -0.03 0.29 1.06 JPY 0.88  -0.04 15-May-41 536 -0.08 15 year 5.19 -0.07
CAD 5.00 5.55 4.86 4.25 CAD 3.80 0.06 15-May-51 529  -0.08

* These are indicative ranges from 5pm NZT; please confirm rates with your BNZ dealer
** Al near futures contracts, except CRB. Metals prices are CME.

Rates are as of: NZT 06:53

Source: Bloomberg
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NzZD exchange rates

7/11/2023
uSD
GBP
AUD
EUR
JPY
CAD
CHF
DKK
FJD
HKD
INR
NOK
PKR
PHP
PGK
SEK
SGD
CNY
THB
TOP
VUV
WST
XPF
ZAR

6:54 am
0.5975
0.4829
0.9198
0.5566
89.52
0.8171
0.5364
4.1513
1.3632
4.6722
49.72
6.5957
170.26
3341
2.2024
6.5125
0.8069
4.3435
21.21
1.3635
72.81
1.6546
66.81
10.9291

NZD/USD Forward Points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NZD
0.16
1.35
1.57
-0.76
-4.93

NzD/AUD Forward points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NZD
-8.64

-25.24

-45.61

-62.17

-74.16

Prev. NY close
0.5998
0.4845
0.9209
0.5589
89.60
0.8192
0.5391
4.1705
1.3582
4.6931
49.95
6.6245
170.57
33.65
2.2264
6.5360
0.8123
4.3638
21.42
1.4207
73.18
1.6614
67.14
10.9526

BNZ sells NzZD
0.45
1.86
2.66
1.24
-1.93

BNZ Sells NzD
-7.90
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