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Events Round-Up

NZ: Performance of services index, Mar: 47.5 vs. 52.6 prev.
CH: 1yr medium-term lending rate (%), Apr: 2.5 vs. 2.5 exp.
EC: Industrial production (m/m%), Feb: 0.8 vs. 0.8 exp.

US: Empire manufacturing, Apr: -14.3 vs. -5.0 exp.

US: Retail sales (m/m%), Mar: 0.7 vs. 0.4 exp.

US: Retail sales ex auto, gas (m/m%), Mar: 1.0 vs. 0.3 exp.
US: NAHB housing market index, Apr: 51 vs. 51 exp.

Good Morning

Markets continue to trade with a cautious tone, with Israel
vowing to retaliate against Iran’s weekend attack. US
equities are down close to 1% and oil prices are barely
lower, with Brent crude about USD90. US Treasury yields
rose to fresh 2024 highs, with much stronger than
expected US retail sales being a factor. The USD has been
well supported, with the yen, NZD and AUD notable
underperformers, weakening to fresh lows.

Market interest on the open yesterday was in the reaction
to Iran’s barrage of drones and missiles, sent directly from
its soil for the first time ever towards Israel over the
weekend. Almost all projectiles were intercepted, and the
consensus was that this was largely a symbolic “attack”,
given the advance warning. It was clear that Iran wasn’t
seeking to further escalate the conflict. Some of the “risk
off” price action from Friday reversed course in early Asia
trading, pushing up global rates and equity market futures,
and pushing down oil prices.

Key to the next stage of the conflict will be the response of
Israel. Overnight, the market traded with a cautious tone,
with the message from the Israel military that there will be
a response. Israel’s Defence Minister said Israel had no
choice but to retaliate against Iran. Brent crude is now
barely lower to around USD90.

Another factor driving the market has been ongoing signs
of US economic resilience. US retail sales were much
stronger than expected, rising 0.7% m/m in March
alongside upward revisions to prior data. Ex-auto sales
rose 1.0% compared to 0.3% expected, and February was
revised 2-ticks higher to 0.5%. The control group, which
feeds into GDP, was even stronger at 1.1% m/m. The data
suggest that consumer spending was stronger than
realised in Q1 and that there is solid momentum into Q2.
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Second-tier data showed the NAHB’s homebuilder
sentiment index flat at 51, as expected, breaking a run of
increases, while the volatile Empire manufacturing, lifted
by less than expected to -14.3.

The data sent US Treasury yields up with fresh highs traded
for the year. The 2-year rate pierced 4.99% before finding
support at that level and it is now up only 3bps for the day
at 4.93%. The 10-year rate found some support at 4.66%
and is currently up 11bps from Friday’s close to 4.63%, or
up 8bps from the NZ close.

The strong retail sales data didn’t seem to have a sustained
impact on pricing for the Fed, with 25bps of cuts priced for
the September meeting, after some initial paring to 21bps,
while 43bps is priced for the year. NY Fed President
Wiliams repeated his comments from last year, noting that
he expected the central bank will likely need to start the
process of normalising rates this year.

US equities started the day on a strong note, with the
S&P500 up 0.9% in early trading before steadily falling to
be currently down 0.9%. The sell-off has been led by the
tech sector, with that sector currently down 1.8%.

In currency markets, the yen, NZD and AUD have been
notable underperformers, against a backdrop of broad
support for the USD. USD/JPY is up 0.6% to 154.20,
continuing to test levels not seen since 1990, with higher
Treasury yields explaining much of the move. Official
intervention by Japan’s MoF would be ineffective against
the backdrop of higher US yields and the market ignores
the daily ritual of open-mouth operations from Japan’s top
currency official Kanda and Minister of Finance Suzuki.

The NZD is trading near its low for the day, coinciding with
fresh 2024 lows, just over 0.59. As we go to print, the AUD
has traded down to 0.6441, just below the previous year-
to-date low of February. NZD/JPY is up slightly to 91.1 but
the NZD is weaker on all the other crosses. NZD/AUD is
down slightly to 0.9170, with the NZD showing falls of
around %% against EUR and GBP, the latter two only
showing small falls against the USD despite the stronger US
retail sales data.

Yesterday, the PBoC continued to attempt to support the
yuan, via its daily reference rate fixing for CNY on the
strong side. Furthermore, it kept the 1-yr lending rate
unchanged at 2.5% and withdrew net cash from the
banking system for a second consecutive month,
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attempting to add to the cost of shorting the yuan,
preventing further slippage against a strong USD.

Global forces sent NZ rates lower yesterday, with NZGBs
falling 7bps across the curve, continuing to outperform on
a cross market basis and against swap. The 10-year rate
closed at 4.82%. In the swap market the 2-year rate fell
6bps to 5.08% while the 10-year rate fell 5bps to 4.66%. NZ
economic activity data remain dreadful. NZ’s performance
of services index slumped by an unusually large 5.1pts to
47.5, the weakest level outside of the COVID lockdowns
since 2009, consistent with economic recession conditions
lingering into Q1.

The economic calendar in the day ahead is full. First up,
Chinese activity data this afternoon are expected to show
quarterly GDP picked up in Q1, even if the annual figure is
expected to slip to 4.8% y/y. The market will also be
dissecting the monthly indicators, with particular interest
in retail sales, for hints of any signs of improved consumer
spending. UK labour market data tonight are expected to
show further slippage in growth in average weekly
earnings, supporting BoE rate cuts later in the year. We'll
hear from Governor Bailey after the figures are released.
Canadian CPI data and second-tier US data are also

released, spanning housing starts, permits and industrial
production.
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Coming Up
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Unemployment rate (%)
ZEW survey expectations
Building permits (k)
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CPI (yly%)

CPI Core (avg med/trim y/y%)
Industrial production (m/m%)
BOE Governor Andrew Bailey speaks

Q1L 15 1.0 14:00
Q1 48 52 14:00
Mar 6.0 6.8 14:00
Mar 48 7.4 14:00
Mar 40 4.2 14:00
Feb 58 6.1 18:00
Feb 40 39 18.00
Apr 355 31.7 21:00
Mar 1510 1518 00:30
Mar 1482 1521 00:30
Mar 29 28 00:30
Mar 3.1 3.15 00:30
Mar 0.4 01 01:15

05:00

Source: Bloomberg, BNZ

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
NzD 0.5907 -0.6 0.5905 0.5947 CHF 0.9126 0.1 S&P 500 5,076 -0.9 22.7 Qil (Brent) 90.29 -0.2
AUD 0.6443 -0.4 0.6441 0.6489 SEK 10.887 -0.0 Dow 37,714 -0.7 11.3 Qil (WTI) 85.60 -0.1
EUR 1.0625 -0.2 1.0622 1.0665 NOK 10.950 +0.5 Nasdaq 15,904 -1.7 31.2 Gold 2363.0 +0.3
GBP 1.2444 -0.1 1.2438  1.2499 HKD 7.829 -0.1 Stoxx 50 4,984 +0.6 135 HRC steel 845.0 +0.0
JPY 154.19 +0.6  153.70 154.45 CNY 7.238  +0.0 FTSE 7,966 -0.4 1.2 CRB 297.9 +0.8
CAD 1.3789  +0.1 SGD 1.363 +0.1 DAX 18,027 +0.5 14.0 Wheat Chic.  568.0 -0.5
NZD/AUD  0.9168 -0.2 IDR 15,848 -0.3 CAC 40 8,045 +0.4 7.0 Sugar 20.02 -2.1
NZD/EUR  0.5560 -0.5 THB 36.71 +0.2 Nikkei 39,233 -0.7 37.7 Cotton 82.93 +0.5
NZD/GBP  0.4747 -0.6 KRW 1,384 +0.6 Shanghai 3,057 +1.3 -8.4 Coffee 226.9 +2.9
NZD/IPY 91.08 +0.2 TWD 32.38 +0.3 ASX 200 7,753 -0.5 5.3 WM powder 3230 -0.5
NZD/CAD  0.8145 -0.6 PHP 56.82  +0.5 NZX 50 11,917 -0.1 0.3 Australian Futures
NZ TWI 70.15 -0.4 VIX Index 18.70 +8.0 +9.5 3 year bond 96.18 0.01
Interest Rates 10 year bond  95.68 -0.10
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
uUsD 5.50 5.59 4.86 4.24 uUsD 4.63 0.10 15-May-26 486  -0.07 BKBM 1-mth  5.60 0.00
AUD 4.35 4.36 4.13 4.53 AUD 4.26 -0.01 15-Apr-27 4.71 -0.07 BKBM 3-mth 5.65 0.01
NzD 5.50 5.65 5.08 4.66 NzD 4.82 -0.07 15-May-28 4.64 -0.07 1 year 5.47 -0.02
EUR 4.00 3.92 3.24 2.75 GER 2.44 0.08 20-Apr-29 4.63  -0.07 2 year 5.08 -0.06
GBP 5.25 5.30 4.65 3.96 GBP 4.24 0.10 15-May-30 4.65 -0.07 3 year 4.83 -0.05
JPY 0.08 -0.03 0.37 0.99 JPY 0.86 0.01 15-May-31 470  -0.07 5 year 4.64 -0.06
CAD 5.00 5.28 4.66 4.09 CAD 3.75 0.10 15-May-32 4.74 -0.07 7 year 4.61 -0.05
14-Apr-33 477 -0.07 10 year 4.66 -0.05
15-May-34 4.82 -0.07 15 year 4.80 -0.05
NZ Inflation-Indexed Bonds 15-May-35 4.87 -0.07
* These are indicative r 06:56 Sep-30 2.43 -0.05 15-May-37 4.96 -0.07
please confirm rates with your BNZ dealer Sep-35 2.75 -0.06 15-May-41 5.07 -0.07
Rates are as of: NZT Sep-40 2.94 -0.06 15-May-51 5.05 -0.07
Source: Bloomberg 15-May-54 5.07 -0.07
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NzZD exchange rates
16/04/2024  6:57 am Prev. NY close 061 NZD/USD - Last 7 days
usD 0.5907 0.5943
GBP 0.4747 0.4773
AUD 0.9168 0.9190 0.60 1
EUR 0.5560 0.5584
JPY 91.08 91.06 059
CAD 0.8145 0.8186
CHF 0.5391 0.5430
DKK 4.1479 4.1657 0.58 ———
FJD 1.3425 1.3479 09-Apr  10-Apr  11-Apr  12-Apr  13-Apr  16-Apr
HKD 4.6247 4.6578
[ ez ek 0.93 - NZD/AUD - Last 7 days
NOK 6.4687 6.4769 :
PKR 164.26 165.29
PHP 33.56 33.60 0.92 |
PGK 29965 22477 W
SEK 6.4302 6.4700 1
SGD 0.8051 0.8091 0.91 -
CNY 4.2755 4.3011
THB 21.62 21.61
TOP 1.3818 1.3840 0.90 oo
VUV 7187 72.36 09-Apr 10-Apr 11-Apr 12-Apr 13-Apr 16-Apr
WST 1.6115 1.6238
XPE 66.15 66.53 NZD/USD - Last 12 months
ZAR 11.2144 11.2110 0.66
0.64 -
0.62 -
NZD/USD Forward Points 0.60 7
BNZ buys NZD BNZ sells NZD 0.58 -
1 Month -0.03 0.35 0.56 -
3 Months 0.07 0.59
6 Months -0.16 0.84 0.54 - - - - -
9 Months 0.25 1.90 Apr-23  Jun-23  Aug-23 Oct-23 Dec-23 Feb-24
1 Year -1.00 2.00
NZD/AUD - Last 12 months
NZD/AUD Forward points 0-96
BNZ buys NZD BNZ Sells NZD |
1 Month -8.49 7.64 0.94
3 Months -24.67 -23.46
6 Months  -47.25 -44.29 0.92 1
9 Months -67.58 -62.08
1 Year -85.49 -77.48 0.90
0.88 - - - - -
Apr-23  Jun-23 Aug-23 Oct-23 Dec-23 Feb-24
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