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Events Round-Up
GE: IFO expectations, May: 90.4 vs. 90.8 exp.

Good Morning

It has been a quiet start to the week with US and UK
markets closed for holidays. Of note, some dovish
comments from key ECB members pushed down European
yields but with limited impact on the euro. US equity
futures are slightly higher, and US 10-year Treasury futures
are little changed. The NZD pushed up to fresh two-month
highs just over 0.6150.

With the US and UK on holiday, the news headlines are
Europe-centric and the market has honed in on dovish
comments by key ECB Governing Council members.

France’s central bank Governor Villeroy de Galhau said
that he favoured “maximum optionality” after next week’s
“done deal” cut to rates and hence he wasn’t willing to
exclude a follow up cut in July, saying “let us keep our
freedom on the timing and pace”. This was a dovish
comment, as other key ECB GC members have been hosing
down expectations for a follow-up cut in July. He said the
ECB has “significant room” to loosen toward a neutral
setting between 2-2.5%.

Earlier, ECB Chief Economist Lane gave a strong signal for a
rate cut next week and added that policy will “still need to
be restrictive all year long...but within the zone of
restrictiveness we can move down somewhat.” In terms of
cutting rates ahead of the US, he noted the ECB would take
any “significant” exchange rate move into account, but
pointed out there has been very little movement in this
direction. In fact, he noted that the delay to Fed rate cuts
had pushed up bond yields, spilling over into European
rates, and implied that this could mean the need for lower
than otherwise ECB short rates.

The dovish ECB comments saw the market price in a little
more chance of rate cuts this year, with 61bps of cuts
priced, versus 58bps as at the end of last week. European
yields were lower across the curve, with Germany’s 2-year
rate down 5bps and 10-year rate down 4bps.

There was no sustained impact on the euro, the bigger
picture being one of broad USD weakness and EUR is up
slightly to 1.0860. In economic data, Germany’s business
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outlook, as measured by the IFO expectations indicator,
rose by less than a point in May to 90.4, a fourth
successive monthly increase, consistent with a modest
improvement in the economic outlook.

At a conference, both BoJ Governor Ueda and Deputy
Governor Uchida’s speeches pointed in the direction of
tighter policy ahead, although continuing to run of line of
proceeding cautiously. Ueda cautioned that after such a
long period without major changes in rates in Japan, it was
difficult to assess the impact on the economy and what a
neutral interest rate might be. There was little impact on
the market from these comments, although JGB yields
continue to push up to fresh multi-year highs while the yen
is only slightly stronger against the weak USD backdrop.

The NZD and AUD have outperformed, both up close to
%% from last week’s close. It has been a steady grind
higher from the Asian open, with a fresh two-month high
of 0.6153, one pip higher than the post-RBNZ level seen
last week. The AUD is around 0.6660 and NZD/AUD is flat
around 0.9240. NZD/JPY made a fresh 17-year high just
over 96.5. NZD/EUR traded at a fresh two-month high of
0.5670.

The domestic rates market was quiet although there was
some cross-market underperformance on further
underwinding of positions following last week’s hawkish
RBNZ update. The 2-year swap rate rose 2bps to 5.13%
while the 10-year rate was flat at 4.62%. NZGB yields were
flat to slightly higher across the curve. Focus turns to
Thursday’s Budget, where larger projected deficits suggest
a significant increase in the borrowing programme.

The economic calendar remains light over the next 24
hours, with Australian retail sales and US consumer

confidence data released.
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Coming Up

Period Cons. Prev. NZT
AU Retail sales (m/m%) Apr 0.3 -04 13:30
US Conf. Board consumer confid. May 96.0 97.0 02:00

Source: Bloomberg, BNZ
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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 0.6150 +0.5 0.6127 0.6153 CHF 0.9135 -0.1 S&P 500 5,305 +0.7 26.1 Qil (Brent) 83.10 +1.2
AUD 0.6656  +0.4  0.6633 0.6660 SEK 10.613  -0.6 Dow 39,070 +0.0 18.1 Oil (WTI) 78.55 +1.1
EUR 1.0857 +0.1  1.0841 1.0867 NOK 10.499 0.8 Nasdaq 16,921 +1.1 30.4 Gold 2352.5 +0.8
GBP 1.2769 +0.3 1.2734 1.2778 HKD 7.807 -0.1 Stoxx 50 5,059 +0.5 16.6 HRC steel 789.0 +0.0
JPY 156.87 0.1 156.71  156.96 CNY 7.245  +0.0 FTSE 8,318 -0.3 9.1 CRB 294.3 +0.2
CAD 1.3632 -0.2 SGD 1.349 -0.1 DAX 18,775 +0.4 17.5 Wheat Chic. 717.5 -0.1
NZD/AUD  0.9240 +0.0 IDR 16,072 +0.5 CAC 40 8,132 +0.5 11.1 Sugar 18.41 +0.8
NZD/EUR 0.5665  +0.4 THB 36.60 -0.3 Nikkei 38,900 +0.7 25.8 Cotton 80.52 -1.5
NzZD/GBP  0.4816 +0.2 KRW 1,364 -0.4 Shanghai 3,124 +1.1 -2.8 Coffee 218.3 +1.2
NZD/JPY 96.48 +0.4 TWD 32.17 -0.3 ASX 200 7,788 +0.8 8.9 WM powder 3225 -0.2
NZD/CAD  0.8384 +0.2 PHP 58.12 -0.1 NZX 50 11,756 -0.2 -0.6 Australian Futures
NZ TWI 72.36 +0.3 VIX Index 12.36 +3.6 -31.1 3 year bond 96.04 0.02
Interest Rates 10 year bond  95.72 0.03
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
UsD 5.50 5.60 4.84 4.09 UsD 4.47 -0.01 15-May-26 4.90 0.02 BKBM 1-mth 5.60 0.00
AUD 4.35 4.34 4.20 4.45 AUD 428 -0.03 15-Apr-27 4.73 0.01 BKBM 3-mth  5.63 0.01
NzD 5.50 5.63 5.13 4.62 NzD 4.79 0.01 15-May-28 4.66 0.01 1 year 5.53 0.02
EUR 4.00 3.81 3.37 2.80 GER 255 -0.04 20-Apr-29 4.61 0.01 2 year 5.13 0.02
GBP 5.25 5.30 4.74 3.96 GBP 4.26 0.00 15-May-30 4.62 0.00 3 year 4.84 0.02
JPY 0.08 -0.03 0.42 1.05 JPY 1.03 0.02 15-May-31 4.67 0.01 5 year 4.61 0.01
CAD 5.00 5.24 4.58 3.93 CAD 3.62 0.03 15-May-32 4.72 0.00 7 year 4.57 0.00
14-Apr-33 4.75 0.01 10 year 4.62 -0.00
15-May-34 4.79 0.01 15 year 4.75 -0.01
NZ Inflation-Indexed Bonds 15-May-35 4.83 0.01
* These are indicative r 06:58 Sep-30 234  -0.02 15-May-37 4.93 0.01
please confirm rates with your BNZ dealer Sep-35 2.66 -0.02 15-May-41 5.03 0.01
Rates are as of: NZT Sep-40 2.85 -0.02 15-May-51 5.04 0.01
Source: Bloomberg 15-May-54 5.07 0.01
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NZD exchange rates

28/05/2024
usD
GBP
AUD
EUR
JPY
CAD
CHF
DKK
FJD
HKD
INR
NOK
PKR
PHP
PGK
SEK
SGD
CNY
THB
TOP
VUV
wsT
XPF
ZAR

6:58 am
0.6150
0.4816
0.9240
0.5665
96.48
0.8384
0.5618
4.2263
1.3917
4.8015
51.13
6.4568
171.16
35.74
2.3563
6.5271
0.8295
4.4554
22.52
1.4289
74.08
1.6674
67.76
11.2880

NZD/USD Forward Points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NZD
-0.26
-0.50
-2.37
-4.44
-6.06

NZD/AUD Forward points

1 Month
3 Months
6 Months
9 Months
1 Year

BNZ buys NZD
-8.79

-25.64

-49.57

-70.55

-86.96

Prev. NY close
0.6121
0.4806
0.9235
0.5643
96.09
0.8364
0.5599
4.2108
1.3870
47826
50.86
6.4768
169.03
35.62
2.3461
6.5338
0.8263
4.4338
22.45
1.4182
73.75
1.6572
67.50
11.2733

BNZ sells NZD
0.18
0.12
-0.36
-2.05
-3.06

BNZ Sells NZD
-7.87

-24.16

-45.17

-64.53

-78.38
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NZD/USD - Last 7 days
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