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CH: Retail sales (y/y%), Dec: 8.2 vs. 8.1 exp.

CH: Industrial production (y/y%), Dec: 5.7 vs. 5.3 exp.
CH: Fixed assets (y/y%), Dec: 5.9 vs. 6.0 exp.

CH: GDP (y/y%), Q4: 6.4 vs. 6.4 exp.

Good Morning

Markets are quiet with the US celebrating the Martin
Luther King Jr. public holiday. The NZD has tracked
sideways overnight after drifting lower during the
Wellington public holiday.

The IMF downgraded its growth forecasts for 2019 to
3.5% (previously 3.7%), driven by a weaker Europe and
warned that risks are rising. US and China forecasts were
unchanged. The forecasts also show a slight pick-up in
growth next year to 3.6%, so are more optimistic than
market forecasts, being far from the recession-like
conditions that some are predicting. The risks to the
outlook are seen to be more trade tariffs, a renewed
tightening of financial conditions, a “no deal” Brexit and a
deeper-than-anticipated slowdown in China.

Yesterday, China reported that GDP growth had receded
to its slowest pace since the GFC, with annual GDP
growth of 6.4%, but the figures were in line with
expectations, and on a more positive note the key monthly
figures on industrial production and retail sales were
above expectations. The latter gave some hope that
stimulatory policy measures are beginning to work.
Chinese authorities have been well aware of the slower
growth path and have stepped up easing measures over
recent months.

The Chinese data had little market reaction, but markets
are trading with a slightly cautious tone, not helped by
Bloomberg reporting yesterday that the US and China
have so far made little progress on the issue of alleged
theft of US intellectual property by Chinese companies.
The next round of talks is scheduled for the end of
January when President Xi's top economic advisor Liu He
visits Washington. The negative vibe here stands in
contrast to the positive reports in late trading Friday that
China had offered to increase goods imports from the US
by a combined value of more than $1tn over the next six
years in order to bring the trade surplus to the US down to
zero by 2024. The offer was made early in January and it
was met with scepticism by US negotiators, but the report
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also suggested US officials asked to go further and clear
the surplus in two years.

So after the strong rally in US equities at end of last week
that helped take the S&P500 return for the year-to-date up
to 6.5%, US equity market futures are currently down 0.3-
0.5%, while European equities fell slightly overnight. US
Treasury futures are little changed, with the implied 10-
year rate down a basis point to 2.77%, consolidating the
Treasuries selloff towards the end of last week.

Currency movements have been modest. The NZD
tracked a little lower during the local trading session
yesterday and has consolidated overnight to currently
trade around 0.6730. The currency has been drifting lower
over the past week for no obvious reason other than
unwinding some of the prior week's gains. There might
be some nervousness ahead of tomorrow’s key Q4 CPI
report, where a soft headline result is expected although
we'd note core and non-tradeables inflation measures are
expected to hold up.

In the overnight session, NZD/AUD has reversed
yesterday's losses, to trade back above the 0.94 mark,
after yesterday making a year-to-date low of 0.9372.

GBP has been the strongest major overnight, seeing GBP
up 0.3% to 1.29. In Brexit news, UK PM May has given up
on her plan to build cross-party support for her EU
Withdrawal Bill and instead is looking to renegotiate the
backstop arrangements to avoid a hard border within
Ireland. Such a plan has been rebuffed by the EU’s Chief
negotiator Barnier. May is currently updating Parliament
and progress remains pedestrian. The lift in GBP could be
explained by the market taking the view of a soft Brexit or
delays to the negotiations as opposed to the chaotic no-
deal exit option.

The day ahead looks fairly quiet with only second tier
economic data released.
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Coming Up

Period Cons.
NZ Performance of services index Dec 53.5 10:30
UK Unemploymentrate (%) Nov 4.1 41 22:30
GE ZEW survey expectations Jan -185 -17.5 23:00
US Existing home sales (m) Dec 524 532 04:00

Source: Bloomberg, BNZ
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Foreign Exchange Equities Commodities**
Indicative overnight ranges (*) Other FX Major Indices Price

Last % Day Low High Last % Day Last % Day % Year Last Net Day
NzD 0.6731 -0.2 0.6714  0.6740 CHF 0.9974  +0.2 S&P 500 2,671 +1.3 -5.0 Oil (Brent) 62.80 +0.2
AUD 0.7157 -0.2 0.7140 0.7177 SEK 9.013 -0.2 Dow 24,706 +1.4 -5.2 Oil (WTI) 53.94 +0.3
EUR 1.1369  +0.1 1.1357 1.1391 NOK 8.562 +0.0 Nasdaq 7,157 +1.0 2.4 Gold 1279.4 -0.2
GBP 1.2895  +0.2 1.2831 1.2911 HKD 7.845  +0.0 Stoxx 50 3,125 -0.3 -14.4 HRC steel 718.0 +0.0
JPY 109.65 -0.1 109.51  109.69 CNY 6.798  +0.3 FTSE 6,971 +0.0 -9.8 CRB 182.2 +1.4
CAD 1.3297 +0.3 SGD 1.359  +0.0 DAX 11,136 -0.6 -17.1 Wheat Chic.  523.5 +0.1
NZD/AUD  0.9405 -0.0 IDR 14,227 +0.3 CAC 40 4,868 -0.0 -11.9 Sugar 13.03 +1.4
NZD/EUR  0.5920 -0.2 THB 3179 +0.1 Nikkei 20,719 +0.3 -13.0 Cotton 73.89 -0.6
NzZD/GBP  0.5220 -0.3 KRW 1,128 +0.6 Shanghai 2,611 +0.6 -25.4 Coffee 105.0 +2.5
NZD/IPY 73.81 -0.3 TWD 30.86 +0.0 ASX 200 5,890 +0.2 -1.7 WM powder  2900.0 +0.0
NzZD/CAD  0.8950 +0.1 PHP 52.81 +0.5 NZX 50 9,149 +0.6 9.8 Australian Futures
NZ TWI 73.27 -0.1 3yearbond  98.195 0.00
Interest Rates 10 yearbond  97.69 0.03

Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ Swap Yields

Cash 3Mth 2Yr 10 Yr Last Net Day Last Last
uUsD 2.50 2.76 2.77 2.82 uUsD 2.78 0.00 NZGB 6 05/15/21 1.69 0.00 1 year 1.90 -0.01
AUD 1.50 2.07 1.93 2.57 AUD 231 -0.00 NZGB 5 1/2 04/15/23 1.79 0.00 2 year 1.92 0.01
NzD 1.75 1.90 1.92 2.62 NZD 2.13 0.00 NZGB 2 3/4 04/15/25 1.97 0.00 5 year 2.16 0.01
EUR 0.00 0.06 -0.15 0.80 GER 026 -0.01 NZGB 4 1/2 04/15/27 2.13 0.00 7 year 2.37 0.01
GBP 0.75 0.93 1.14 1.50 GBP 1.32  -0.03 NZGB 3 04/20/29 2.32 0.00 10 year 2.62 0.01
JPY -0.07 -0.08 -0.02 0.17 JPY 0.01 -0.01 NZGB 3 1/2 04/14/33 2.49 0.00 15 year 2.88 0.01
CAD 1.75 1.17 2.32 2.55 CAD 2.02  -0.02 NZGB 2 3/4 04/15/37 2.66 0.00
* 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  06:49
Source: Bloomberg
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