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Events Round-Up

NZ: REINZ house sales (y/y%), Sep: 5.1 vs. 9.2 prev.

NZ: Food prices (y/y%), Sep: 8.0 vs. 8.9 prev.

UK: GDP (m/m%), Aug: 0.2 vs. 0.2 exp.

UK: Industrial production (m/m%), Aug: -0.7 vs. -0.1 exp.
US: CPI (m/m%), Sep: 0.4 vs. 0.3 exp.

US: CPI ex food, energy (m/m%), Sep: 0.3 vs. 0.3 exp.

US: CPI (y/y%), Sep: 3.7 vs. 3.6 exp.

US: CPI ex food, energy (y/y%), Sep: 4.1 vs. 4.1 exp.

US: Initial jobless claims (k), wk to Oct-07: 209 vs. 210 exp.

Good Morning

Focus was on the US CPI report overnight and a strong
underbelly of inflation played to the higher for longer rates
narrative, driving US rates and the USD much higher. The
NZD and AUD performed poorly overnight, with the NZD
languishing back down at 0.5930.

The US CPI rose 0.4% m/m and 3.7% y/y in September,
one-tenth higher than expected, while the more important
CPl ex food and energy measure was in line at 0.3% m/m
and 4.1% y/y, a fresh two-year low. However, other core
measures suggested a stickier inflation backdrop. The
services component, excluding housing and energy, rose
0.6% m/m. The Cleveland Fed’s mean and trimmed mean
measures and the Atlanta Fed’s sticky CPl measure all
showed a pick-up in core inflation for the second
consecutive month. Meanwhile initial jobless claims
remained low, at 209k for last week, the indicator still not
pointing to the required easing in labour market conditions
to support a weaker inflation backdrop.

The data saw some reversal of recent market moves, with
the market seeing a modestly increased chance that the
Fed could still hike again — pricing through to December
implying just over a 40% chance of a hike, up from 30%.
Treasury yields jumped higher and are trading close to
their highs for the day, with the 2-year rate up 8bps to
5.06% and the 10-year rate up 15bps to 4.71%. The curve
steepening occurred after a poor tender of 30yr bonds,
which were issued at nearly 4bps above the pre-tender
yield. The 30-year rate is now up 18bps on the day to
4.87%.
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UK GDP rose 0.2% m/m in August, as expected, but July
was revised down one-tenth to minus 0.6%, while
industrial production fell more than expected at 0.7%
m/m. The data painted a picture of a struggling UK
economy, with odds-on that the economy contracted in Q3
following GDP growth of just 0.1% in Q2. The data had
little change on the policy outlook, with the market still
thinking there’s a close to even chance of another 25bps
hike by the BoE over coming months and UK gilt yields rose
broadly in line with Treasuries ahead of the sell-off post
the 30-year tender.

Developments in the Israel-Hamas war include diplomatic
efforts to contain the conflict from spreading further in the
Middle East by US Secretary of State Blinken’s visit to Israel
and Saudi Arabia’s bin Salman talking to the Iranian
President in a rare dialogue. Israel has been striking
airports in Syria and bombing targets Gaza. Qil prices
remain stable but in terms of energy prices, European gas
prices continue to climb, with the benchmark contract up
15% to EUR53 per megawatt hour, taking the move for the
week to 35%. The Israel-Hamas war exacerbated supply
concerns as Israel cut gas exports to Egypt — this on top of
the suspected sabotage of a Baltic Sea gas pipeline
between Finland and Estonia and ongoing strikes by gas
workers at Chevron’s LNG facility in Australia.

In currency markets, the DXY shot up after the US CPI
report and has sustained that move, the DXY index now up
0.7% for the day. The NZD and AUD have seen the largest
falls, down in the order of 1%% overnight to 0.5930 and
0.6315 respectively —the NZD’s foray above 0.60 proving
brief and now back into the familiar range seen over the
past couple of months. NZD/AUD is at 0.9390 after falling
below 0.9355 last night. The NZD is lower on all the other
crosses.

Against a broadly stronger USD, the yen has been the
strongest of the rest, despite the backdrop of higher global
rates, with USD/JPY up to “only” 149.80, with the 150 level
deemed to be the current tolerance for Japan’s MoF
before intervention risk remerges. GBP is down 1% and
trading back below 1.22 while EUR hasn’t fallen quite as
much and is at 1.0535.

The higher rates backdrop sees the S&P500 down for the
first time this week, momentum dropping as we go to print
and currently down 0.7%.
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Global forces supported a fall in domestic rates yesterday
alongside some curve flattening. The 2-year swap rate fell
1bp to 5.64% while the 10-year rate fell 6bps to 5.15%.
NZGBs were down 2-6bps across the curve. Some market
underperformance heading into the tender, with a
concession built in, resulted in a decent tender, with good
bid-cover and the weighted average yield at 3bps below
prevailing mids for the 2051 bonds, which remain in good
demand — investors seemingly not concerned about the
political uncertainty and policy vacuum as we head into
election. The Australian 10-year bond future is up 10bps in
yield terms overnight, which will set the tone for early NZ
trading.

NZ food price inflation fell to a 14-month low of 8.0% y/y,
with leading indicators pointing to much more downside

pressure to come, a welcome development to help bring

down headline CPI inflation.

In the day ahead, the NZ manufacturing PMI and card
spending data for September will be released, followed by
China inflation and trade data. US consumer sentiment and
inflation expectations data are released tonight. When
markets open on Monday we might have an outline of how

the next NZ government might look like after Saturday’s
general election, but as for the policy outlook there will be
no clarity for weeks or potentially months.
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Coming Up

NZ Manufacturing PMI Sep 46.1 10:30
NZ Card spending (m/m%) Sep 0.9 10:45
CH CPI (yly%) Sep 0.2 01 14:30
CH PPI (yly%0) Sep -24 -3 14:30
CH Exports (USD, yliy%) Sep -80 -88

CH Imports (USD, y/y%) Sep -63 -7.3

EC Industrial production (m/m%) Aug 01 -11 22:00
US U. of Mich. cons sentiment Oct 67.1 68.1 03:00
US U.of Mich. 5-10yr inflation exp.  Oct 2.9 2.8 03:00
Saturday

NZ New Zealand General Election

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 0.5928 -1.5 0.5928 0.6018 CHF 0.9083  +0.7 S&P 500 4,343 -0.8 21.4 Oil (Brent) 85.78 -0.1
AUD 0.6313 -1.6 0.6312  0.6431 SEK 10.994 +0.8 Dow 33,520 -0.8 14.8 Oil (WTI) 82.73 -0.9
EUR 1.0535 -0.8 1.0533  1.0640 NOK 10.987 +1.2 Nasdaq 13,553 -0.8 30.1 Gold 1869.3 -0.2
GBP 1.2184 -1.0 1.2181 1.2332 HKD 7.824  +0.1 Stoxx 50 4,198 -0.1 26.0 HRC steel 696.0 -0.6
JPY 149.78  +0.4  148.96 149.80 CNY 7.307 +0.1 FTSE 7,645 +0.3 12.0 CRB 277.4 -0.9
CAD 1.3689 +0.7 SGD 1.370  +0.5 DAX 15,425 -0.2 26.7 Wheat Chic.  599.3 +2.0
NZD/AUD  0.9390 +0.0 IDR 15,700 +0.0 CAC 40 7,105 -0.4 22.1 Sugar 26.35 -0.2
NZD/EUR  0.5627 -0.7 THB 36.40 -0.1 Nikkei 32,495 +1.7 23.8 Cotton 84.97 -0.1
NZD/GBP  0.4865 -0.5 KRW 1,338 -0.0 Shanghai 3,108 +0.9 3.0 Coffee 149.3 +1.2
NzD/JPY 88.79 -1.1 TWD 32,11  +0.0 ASX 200 7,091 +0.0 6.7 WM powder 3160 +0.3
NZD/CAD  0.8115 -0.8 PHP 56.67 0.2 NZX 50 11,293 -0.1 4.4 Australian Futures
NZ TWI 70.61 -1.0 3 year bond 96.09 0.03
Interest Rates 10 year bond  95.53 -0.12
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 5.66 4.95 4.40 usD 4.71 0.15 15-Apr-25 5,60 -0.02 1 year 5.84 -0.00
AUD 4.10 4.14 4.22 4.73 AUD 437  -0.06 15-Apr-27 534  -0.03 2 year 5.64 -0.01
NZD 5.50 5.70 5.65 5.18 NzD 535 -0.05 15-May-28 529 -0.02 5 year 5.18 -0.03
EUR 4.00 3.95 3.77 3.36 GER 2.79 0.07 15-May-31 5.33 -0.04 7 year 5.13 -0.04
GBP 5.25 5.40 5.11 4.33 GBP 4.42 0.10 14-Apr-33 5.35 -0.05 10 year 5.15 -0.06
JPY -0.03 -0.03 0.19 0.95 JPY 0.76 -0.01 15-May-41 5.56 -0.06 15 year 5.21 -0.06
CAD 5.00 5.57 5.35 4.52 CAD 4.05 0.13 15-May-51 554  -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  06:55

Source: Bloomberg
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NZD exchange rates

12/10/2023
usD
GBP
AUD
EUR
JPY
CAD
CHF
DKK
FJD
HKD
INR
NOK
PKR
PHP
PGK
SEK
SGD
CNY
THB
TOP
VUV
WST
XPF
ZAR

6:55 am
0.5928
0.4865
0.9390
0.5627
88.79
0.8115
0.5384
4.1964
1.3525
4.6381
49.35
6.5130
165.15
33.60
2.1875
6.5175
0.8123
43314
21.45
1.3805
72.65
1.6291
66.85
11.2924

NZD/USD Forward Points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NzZD
0.25
0.92
0.74
-2.63
-8.77

NZD/AUD Forward points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NzZD
-10.76

-32.50

-62.43

-91.63

-119.96

Prev. NY close
0.6020
0.4889
0.9386
0.5669
89.80
0.8183
0.5430
42273
1.3701
4.7076
50.08
6.5344
168.29
34.18
2.2149
6.5635
0.8207
4.3950
21.92
1.4026
73.57
1.6431
67.96
11.3338

BNZ sells NZD
0.50
1.42
1.90
-0.62
-5.77

BNZ Sells NZD
-10.09

-31.23

-59.15

-86.30

-110.79

0.61 -

0.60 -

0.59

NZD/USD - Last 7 days
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NZD/USD - Last 12 months
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