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Events Round-Up

AU: Retail sales (m/m%), Sep: 0.9 vs 0.3 exp.

GE: GDP (q/q%), Q3: -0.1 vs. -0.2 exp.

EA: Economic confidence, Oct: 93.3 vs.93.0 exp.

GE: CPI EU harmonised (m/m%), Oct: -0.2 vs. 0.1 exp.
GE: CPI EU harmonised (y/y%), Oct: 3.0 vs. 3.3 exp.

Good Morning

Risk appetite has begun the week on a positive note, with
the market taking a sanguine view of developments in the
Middle East. Equity markets are higher, oil prices are down
over 3% and the USD is broadly weaker. US Treasury yields
have pushed higher, with nerves ahead of the Treasury’s
refunding announcement and a Nikkei report that the BolJ

will discuss a further tweak of its yield curve control policy.

Israel began its ground invasion into Gaza over the
weekend but this has so far been quite strategic than “full-
on” —a more gradual approach than what Israel had
vowed in the days after Hamas’s attack. The WSJ reports
that Israeli tanks and infantry have pushed into the
outskirts of Gaza city in a major advance aimed at
encircling the enclave’s biggest population centre.

The less forceful invasion of Gaza than expected has been
attributed to a modest lift in risk appetite to start the
week. Oil prices are down over 3% , seeing Brent crude
back to a USD87 handle. The S&P500 is currently up 0.9%,
following the 5% fall over the past two weeks. The Euro
Stoxx 600 index closed up 0.4%.

The US Treasuries market remains jittery ahead of a big
week on the calendar that will include key labour market
data and a Fed policy meeting. But forefront of mind is the
US Treasury’s refunding announcement. The Treasury will
announce its quarterly borrowing needs at 8am NZ time,
followed by the refunding announcement on Wednesday
night, which will reveal the breakdown between longer-
term and short-term debt.

Relative to last week’s close, the 2-year rate is up 5bps to
5.05% and the 10-year rate is up 6bps to 4.89%. As well as
the factors noted above that have contributed to higher
yields, the Nikkei reported that at its meeting today the
BoJ will discuss a further tweaking of yield curve control,
likely allowing the 10-year JGB to temporarily rise above
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1%. This triggered a stronger yen, with USD/JPY falling as
much as 100pips to just shy of 148.80, before settling back
to around 149. The US 10-year rate showed some volatility
after the news headline, but with little net change. Higher
JGB yields ultimately put upward pressure on long-term
global rates to the extent that they incentivise a
repatriation of funds back to Japan.

In economic news, German GDP fell 0.1% in Q3, consistent
with the prevailing view that the economy is struggling to
perform, although the figures were slightly better than
expected, including upward revisions to prior data. Still, on
a working day adjusted basis, the economy contracted
0.3% y/y. The weaker economy has been a factor in lower
inflationary pressure, with Germany’s CPI falling by 0.2%
m/m in October, taking the annual figure down to 3.0%,
some three-tenths lower than expected and the weakest
inflation since June 2021. Spain’s inflation figures also
undershot expectations, its headline rate nudging up to
3.5% and core rate falling to 5.2%. The data suggest
downside risk on Euro area CPI figures due tonight, and
support the ECB’s view to put an end to the tightening
cycle.

Against a backdrop of higher US rates, European rates have
barely moved, with Germany’s 10-year rate down 1bp and
UK’s 10-year rate up 1bp.

Despite higher US rates, the USD is broadly weaker, with
higher risk appetite the more dominant force. The USD
DXY index is down 0.4% with GBP and EUR making gains of
0.3-0.4%. The AUD has outperformed, up 0.6% to 0.6370,
with a stronger than expected retail sales print yesterday
adding to the case for an RBA rate hike next week,
following signs of stronger underlying inflation. The NZD is
up 0.4% to 0.5835 and NZD/AUD continues to grind lower,
trading down to 0.9150 this morning.

The domestic rates market had an uneventful session, with
global forces driving NZGB yields up 2-3bps. There was
some mild steepening of the swaps curve, with the 2-year
rate down 1bp to 5.58% and the 10-year rate up 2bps to
5.38%. Since the NZ close, the Australian 10-year bond
future is up 7bps in yield terms, which will set the tone for
early trading.

In the day ahead, the ANZ NZ business outlook survey
should show a further incremental gain in confidence and
activity indicators, reflecting the anticipated change of
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government. We'll be more interested in the pricing Coming Up
indicators. Globally, there will be a lot to digest, including

o g o e By oing ot
hours. The prevailing consensus saw the BoJ doing nothing,

even in the face of another likely upgrade to inflation Nz Dwelling consents (m/m%) Sep 6.7 10:45
projections, but following the Nikkei report some policy 0 Sl el Eed () 950 28 <17 1250
adjustment must be give a high chance, with a further NZ  ANZ own-activity outlook (net%)  Oct 10.9 13:00
likely adjustment to the yield curve control policy. Doing CH Manufacturing PMI Oct 50.2 502 14:30
nothing risks sending the yen on a weaker trajectory, CH Non-manufacturing PMI Oct 520 517 14:30
which would then require some official intervention to JN  BoJ 10-yryield target 0 0
contain the move. EA GDP (g/q%) Q3 0.0 01 23:00
EA CPI (yiy%) Oct 31 43 2300
Tonight sees the release of euro area Q3 GDP (expectfed to EA CPIcore (ylo%) Oct 42 45 2300
be flafc), euro area 'Octot')er CPI (to show a further fall in US Employmentcostindex(q/q%) Q3 10 1.0 01:30
headline and core inflation), the US employment cost
index (to remain steady at 1.0% q/q), as well as Canadian CA GDP (m/m9%) Aug 01 00 01:30
monthly GDP, the US Chicago PMI and Conference Board Us  CINEEEm P S C UG
measure of consumer confidence. US Conf. Board consumer confid. Oct 100.0 103.0 03:00

Source: Bloomberg, BNZ
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Equities Commodities**
Indicative overnight ranges (*) Other FX Major Indices Price
Last % Day Low High Last % Day Last % Day % Year Last Net Day
NzD 0.5835 +0.4  0.5820 0.5844 CHF 0.9021  -0.0 S&P 500 4,160 +1.1 6.6 Oil (Brent) 87.87 -2.8
AUD 0.6373  +0.6  0.6350 0.6384 SEK 11.143  -0.0 Dow 32,909 +1.5 0.1 Qil (WTI) 82.46 -3.5
EUR 1.0612 +0.4  1.0547 1.0625 NOK 11.154 0.3 Nasdaq 12,775 +1.1 15.1 Gold 2007.0 +0.4
GBP 1.2154 +0.3  1.2090 1.2165 HKD 7.821 -0.0 Stoxx 50 4,028 +0.3 11.5 HRC steel 866.0 +0.0
JPY 148.97 -0.5 148.81  149.85 CNY 7.312 -0.1 FTSE 7,327 +0.5 4.0 CRB 285.1 +1.3
CAD 1.3832 -0.3 SGD 1.365 -0.4 DAX 14,717 +0.2 11.1 Wheat Chic. 593.8 -1.5
NZD/AUD  0.9156 -0.2 IDR 15,890 -0.3 CAC 40 6,825 +0.4 8.8 Sugar 26.75 -2.2
NZD/EUR  0.5498 -0.0 THB 35.93 -0.5 Nikkei 30,697 -1.0 11.3 Cotton 83.25 -1.3
NZD/GBP  0.4801  +0.1 KRW 1,351 -0.4 Shanghai 3,022 +0.1 4.4 Coffee 159.1 -1.1
NZD/IPY 86.92 -0.0 TWD 32.41 -0.1 ASX 200 6,773 -0.8 -1.3 WM powder 3150 +0.0
NzZD/CAD 0.8071  +0.1 PHP 56.87 -0.2 NZX 50 10,742 -0.2 -5.3 Australian Futures
NZ TWI 69.37 +0.1 3 year bond 95.61 -0.05
Interest Rates 10 year bond  95.03 -0.14
Rates Swap Yields Benchmark 10 Yr Bonds NZ Government Bonds NZ Swap Yields
Cash 3Mth 2Yr 10 Yr Last Net Day Last Last
uUsb 5.50 5.64 4.92 4.52 uUsD 4.88 0.05 15-Apr-25 5.61 0.01 1year 5.75 -0.01
AUD 4.10 4.34 4.61 5.26 AUD 4.87 0.06 15-Apr-27 5.31 0.02 2 year 5.58 -0.01
NzD 5.50 5.64 5.58 5.38 NzD 5.50 0.03 15-May-28 5.32 0.02 5 year 5.28 0.02
EUR 4.00 3.95 3.61 3.36 GER 282 -0.01 15-May-31 5.45 0.03 7 year 5.30 0.02
GBP 5.25 5.37 4.98 441 GBP 4.56 0.02 14-Apr-33 5.50 0.03 10 year 5.38 0.02
JPY -0.02 -0.03 0.29 1.15 JPY 0.89 0.01 15-May-41 5.70 0.02 15 year 5.46 0.02
CAD 5.00 5.58 5.08 4.47 CAD 4.02 0.05 15-May-51 5.63 0.03

* 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 06:47

Source: Bloomberg
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NzZD exchange rates

30/10/2023
uSD
GBP
AUD
EUR
JPY
CAD
CHF
DKK
FJD
HKD
INR
NOK
PKR
PHP
PGK
SEK
SGD
CNY
THB
TOP
VUV
WST
XPF
ZAR

6:48 am
0.5835
0.4801
0.9156
0.5498
86.92
0.8071
0.5264
4.1045
1.3429
4.5635
48.58
6.5086
163.93
33.24
2.1651
6.5017
0.7964
4.2661
20.98
1.3827
72.02
1.6196
65.56
10.9972

NZD/USD Forward Points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NZD
0.30
1.35
1.81
-0.41
-6.03

NzD/AUD Forward points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NZD
-8.66

-25.86

-47.81

-66.01

-82.23

Prev. NY close
0.5811
0.4794
0.9173
0.5500
86.97
0.8060
0.5243
4.1054
1.3386
45448
48.37
6.4988
162.95
33.11
2.1562
6.4768
0.7960
4.2521
21.05
1.3644
71.96
1.6063
65.43
10.9477

BNZ sells NzZD
0.60
1.86
2.91
1.58
-3.03

BNZ Sells NzD
-7.91

-24.55

-44.70

-60.75

-73.32
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