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Events Round-Up

AU: Trade balance (Sb), Aug: 5.6 vs. 5.5 exp.
US: Initial jobless claims (k), wk to 28-Sep: 225 vs. 221 exp.
US: ISM services index, Sep: 54.9 vs. 51.7 exp.

Good Morning

The market continues to trade cautiously, as it awaits Israel’s
expected retaliation against Iran and key US employment data
tonight. Oil prices are much higher on the fear on Iran’s oil
facilities being a target. The combination of higher oil prices and a
strong US ISM services survey has driven US Treasury yields
higher. The USD is broadly stronger and GBP is the weakest of
the majors, following dovish comments by BoE Governor Bailey.

Qil prices drifted higher as we await Israel’s next move in the
Middle East. While Israel is yet to retaliate against Iran, it has
continued with its ground assault in Southern Lebanon and
airstrikes targeting Beirut. Oil prices got an added boost and are
currently up over 4% after President’s Biden comments to
reporters. When asked if he would support Israel striking Iran’s
oil facilities, he responded “we’re in discussion of that...| think
that would be a little...anyway”. Brent crude is currently trading
above USD77 per barrel, its highest level in a month.

In economic news, the US ISM services index was much stronger
than expected, rising 3.4pts to 54.9 its highest level since
February 2023, while new orders rose 6.4pts to 59.4. The press
release noted that the stronger growth indicated was generally
supported by panelists’ comments. The survey challenged the
soft-landing narrative for the US economy — rather than slowing
to a sub-trend pace under the weight of restrictive monetary
policy, at face value the data suggest the economy is still growing
strongly. That said, the data have been choppy of late, aren’t
particularly well correlated with real economy data and the
employment index slipped back below 50, to 48.1, limiting the
market reaction.

Initial jobless claims rose 6k last week to 225k, slightly ahead of
consensus albeit consistent with no meaningful further
deterioration in the labour market. The data will be difficult to
interpret in the weeks ahead, with the strike by Boeing and
dockworkers, usual seasonal adjustment problems at this time of
year, and the impact of Hurricane Helene.

The backdrop of higher oil prices and the strong ISM services
report have pushed up US Treasury yields across the curve in the
order of 5-6bps. The 10-year rate trades at 3.83%. Fed easing
priced into the curve was pared slightly, but the market remains
torn between deciding whether the Fed moves at a 25 or 50bps
pace over coming meetings. Some 34bps is priced over each of
the November and December meetings.
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US equities have spent most of the session in negative territory,
and the S&P500 is currently down 0.4%. The Euro Stoxx 600 index
closed down 0.9%.

While the USD is mildly stronger, currency movements have been
modest apart from a notable fall in GBP. In an interview with the
Guardian, BoE Governor Bailey said the central bank could
become a “bit more aggressive” and “a bit more activist” to
cutting rates if the news on inflation continued to be good. This
seemed like a change in tack from his previous comments about
moving gradually. GBP fell from 1.3250 to probe sub 1.31 levels
and currently sits at 1.3125, down over 1% from this time
yesterday. Against the grain of higher global rates, UK gilt yields
are lower, led by the short end. In addition to fully pricing in a
25bps cut at the November meeting, the market isn’t far off
pricing another full cut at the December meeting as well now.

Normally a weaker GBP might drag down EUR, but EUR shows
only a small fall to 1.1035. The selling of yen post dovish
comments by Japan’s new PM and BoJ Governor Ueda has
stopped for now, against the backdrop of weaker risk appetite,
but speculative selling pressure could easily return once concerns
around the Middle East subside.

Weaker risk appetite has weighed on the NZD and AUD. The NZD
has settled around 0.6220 overnight and the AUD around 0.6850.
The fall in NZD/AUD to below 0.91 yesterday morning has been
sustained, with the cross down at 0.9080. We have been
patiently awaiting a move below 0.90 for some time, as reflected
in our fair value model estimates well south of the figure. The
NZD is weaker on the other key crosses apart from a modest gain
in NZD/GBP to 0.4740.

In the domestic rates market, bond supply continued to weigh on
NZGBs, with tepid demand for most of the bonds on offer at the
weekly tender. Rates were up 2-6bps across the curve with a
steepening bias, and NZGBs cheapened against swaps.
Underperformance of bonds now sees the 10-year bond-swap
spread over minus 40bps, a new wide for the cycle. Averaging
the yield for the May 2034 and 2035 bonds gives an interpolated
10-year NZGB rate around 4.31% compared to a 10-year swap
rate much lower at 3.89%.

On the economic calendar, the US employment report is the key
release, the outcome of which could settle the debate whether
the Fed cuts by 25bps or 50bps at its next meeting. The
consensus is for a 150k increase in non-farm payrolls, a steady
unemployment rate of 4.2% and modest growth in average
hourly earnings of 0.3% m/m. The most unhelpful outcome would
be an in-line result which wouldn’t help settle the rates debate.
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Coming Up

Period Cons. Prev.
AU Home loans value (m/m%) Aug 1.0 3.9 14:30
US Change in nonfarm payrolls (k)  Sep 150 142 01:30
US Unemploymentrate (%) Sep 4.2 42 01:30
US Awerage hrly earnings (m/m%) Sep 0.3 0.4 01:30
US Average hrly earnings (y/y%) Sep 3.8 3.8 01:30

Source: Bloomberg, BNZ

Currencies Equities Commodities
FX Majors 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 0.6217 -0.7 0.6212  0.6243 CHF 0.8524  +0.3 S&P 500 5,688 -0.4 34.5 Oil (Brent) 77.04 +4.1
AUD 0.6846 -0.6 0.6830 0.6873 SEK 10.303 +0.4 Dow 41,927 -0.6 27.0 QOil (WTI) 73.20 +4.3
EUR 1.1034 0.1 1.1008  1.1047 NOK 10.617 +0.4 Nasdaq 17,891 -0.2 37.0 Gold 2657.1 +0.4
GBP 1.3125 1.1 1.3092 1.3177 HKD 7.766  +0.0 Stoxx 50 4,921 -0.8 20.2 HRC steel 724.0 +1.3
JPY 146.69  +0.1  146.30 147.18 CNY 7.019 +0.1 FTSE 8,283 -0.1 10.9 CRB 287.1 +0.3
CAD 1.3546  +0.3 SGD 1.297 +0.4 DAX 19,015 -0.8 26.1 Wheat Chic.  626.0 -1.8
NZD/AUD  0.9081 -0.2 IDR 15,429 +1.1 CAC 40 7,478 -1.3 6.9 Sugar 23.24 +2.5
NZD/EUR  0.5634 -0.6 THB 33.09 +0.7 Nikkei 38,552 +2.0 26.3 Cotton 73.16 +0.2
NZD/GBP  0.4737 +0.4 KRW 1,335 +0.8 Shanghai 3,336 +8.1 7.3 Coffee 252.1 -1.7
NZD/JPY 91.20 -0.6 TWD 31.86 +0.6 ASX 200 8,205 +0.1 19.1 WM powder 3555 +0.0
NZD/CAD  0.8422 0.4 PHP 56.35  +0.3 NZX 50 12,573 +1.0 11.9 Australian Futures
NZ TWI 71.05 -0.4 VIX Index 20.36 +7.7 +2.9 3 year bond 96.51 -0.05
Interest Rates 10 year bond  95.95 -0.07
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 5.00 4.85 3.48 3.36 usD 3.83 0.05 15-May-26 3.80 0.02 BKBM 1-mth  5.03 -0.01
AUD 4.35 4.42 3.69 4.14 AUD 4.01 0.06 15-Apr-27 3.65 0.02 BKBM 3-mth  4.80 -0.01
NzZD 5.25 4.80 3.56 3.89 NzD 4.27 0.04 15-May-28 3.68 0.02 1 year 4.02 0.00
EUR 3.50 3.25 2.31 2.37 GER 214 0.05 20-Apr-29 3.77 0.03 2 year 3.56 -0.00
GBP 5.00 5.30 3.87 3.65 GBP 4.02 -0.01 15-May-30 3.90 0.03 3year 3.45 -0.01
JPY 0.23 -0.03 0.42 0.85 JPY 0.83 0.01 15-May-31 4.02 0.03 5 year 3.53 0.01
CAD 4.25 4.97 291 2.96 CAD 3.08 0.06 15-May-32 4.13 0.03 7 year 3.70 0.02
14-Apr-33 4.21 0.04 10 year 3.89 0.03
15-May-34 4.27 0.04 15 year 4.11 0.03
15-May-35 4.36 0.04
NZ Inflation-Indexed Bonds 15-May-36 4.46 0.04
* These are indicative ranges from 5pm NZT; Sep-30 2.17 0.04 15-May-37 4.56 0.04
please confirm rates with your BNZ dealer Sep-35 2.49 0.05 15-May-41 4.76 0.04
Rates are as of: NZT  06:55 Sep-40 2.74 0.05 15-May-51 4.87 0.05
Source: Bloomberg 15-May-54 4.91 0.06
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NzZD exchange rates

4/10/2024
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
0.6217
0.4737
0.9081
0.5634
91.20
0.8422
0.5299
4.2031
1.3685
4.8278
52.20
6.6008
173.09
35.06
2.4390
6.4052
0.8063
4.3635
20.58
1.4308
73.73
1.6666
67.08
10.8698

NZD/USD Forward Points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NzZD
1.20
2.56
1.66
3.10
5.39

NZD/AUD Forward points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NzZD
-2.74

-4.20

-1.64

6.73

17.79

Prev. NY close
0.6263
0.4720
0.9097
0.5670
91.73
0.8456
0.5322
4.2293
1.3835
4.8620
52.50
6.6199
174.58
35.18
2.4503
6.4284
0.8091
4.3911
20.52
1.4325
73.97
1.6773
67.21
10.8683

BNZ sells NZD
1.50
3.06
2.67
4.98
8.39

BNZ Sells NZD
-2.22

-3.00

0.73

11.11

25.09
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