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CURRENCIES Spot 6mths
NZD/USD 0.7382  -0.0006
NZD/AUD 0.9354 -0.0008
NZD/JPY 78.29 -0.21
NZD/EUR 0.6062 -0.0028
NZD/GBP 0.5248 -0.0007
NZD/CNH 4.7954  0.0598
AUD/USD 0.7893  0.0001
AUD/EUR 0.6481 -0.0024
EUR/USD 1.2178  0.0047
USD/CNH 7.1227 0.0859
GBP/USD 1.4028  0.0008
EUR/GBP 0.8681 0.0029
INT RATES NZ Australia
OCR/Cash 0.25% 0.10%
90 day bills 0.29% 0.02%
2 year swap 0.53% 0.19%
10 year Govt 1.87% 1.73%

Adventureland

Following on from yesterday’s ‘advent-
ures’ in New Zealand, overnight markets
maintained their volatility with equity
bourses across Europe and the US
broadly down 1.0-2.0%. Tech shares
led the slump with the Nasdag down
2.7%, but don’'t worry, GameStop has
jumped 220-odd percent over the last
couple of days!

Meanwhile, the sell-off in global bonds
deepened with the benchmark 10 year
Treasury vyield hitting a one-year high
at 1.49% to be up 11 pips on the day as
debt across the globe is coming under
pressure.
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Market Alert

The NZ interest rate curve is following
international trends with yesterdays
domestic announcement merely adding
further fuel to the fire. Overnight,
markets squeezed the rally further with
the 2 year and 10 year local swap rates
opening this morning at 0.53% and
2.075%, to provide a 2x10 year spread at
1.545%. This compares against 1.30% in
the US curve and 1.72% in the Australian
curve. Speaking of Australia, the RBA
has been exercising yield curve control
targeting the 3 year yield at 0.10%,
although it is starting to get away from
them as its currently yielding 0.135%!

FX markets have been a roller coaster
over the past 48 hours with the
NZD/USD hitting a high at 0.7466
over night before retracing to 0.7400.
Since the NZ open this morning, further
profit taking has seen the cross fall
further to the 0.7385 level.

The AUD/USD has also followed a
similar trend topping out at 0.8008
before falling to 0.7900, which has seen
the NZD/AUD cross firm to 0.9355.

Ultimately, investors are betting on a
sunnier outlook for the global economy,
with the US jobless claims data the latest
to support that idea. However, they are
also staring down the risk curve that
accelerating inflation is just around the
corner and trying to gauge what that
might mean for markets.

In terms of the actual numbers, initial
claims dropped by 111,000 to 730,000,
its lowest level in 3 months and way
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ahead of the expected 838,000. The US
economy also expanded at an annual-
ised rate of 4.1% in Q4 2020, slightly
higher than the advance estimate of
4.0%, while manufactured durable goods
jumped 3.4% in January, accelerating
from an upwardly revised 1.2% increase
in December and well above market
expectations of 1.1%.

In the Eurozone, the economic sentiment
indicator increased to 93.4 in February
to record its highest print since March
2020, while the German GfK consumer
climate indicator increased to -12.9 in
March, rebounding from February’s

-15.5. Finally, Australian capex data for
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Q4 headlined at +3.0% for the quarter
against an expected +1.0%.

Investors beware

With the New Zealand Finance Minister
essentially throwing his hands up
in the air and passing the housing
issue over to the central bank, and
the Reserve Bank of New Zealand
(“RBNZ") “welcomes the Minister’s request
for more information and analysis on debt-
to-income ratios and interest-only mort-
gages, and (we) will respond in due
course.” We should remember that
at the Wednesday Q&A session the
Governor, Adrian Orr, stated ‘initial
demand for houses is past its peak.” The
RBNZ will naturally re-examine its
macro prudential tools to target
investors, but we suspect we may not
see much change for the rest.
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Daily Rates

EX Spot FECs (mid) Spot Mid
Mid Tmth 3mths 6mths 12mths NZD/... AUD/...
NZ TWI 76.40 CAD 0.9284 0.9925
NZD/USD 0.7382 0.0000 -0.0002 -0.0006 -0.0016 CHF 0.6681 0.7142
NZD/AUD 0.9354 -0.0001 -0.0004 -0.0008 -0.0019 CNY 4.7643 5.0933
NZD/JPY 78.29 -0.03 -0.10 -0.21 -0.54 DKK 4.5075 4.8187
NZD/EUR 0.6062 -0.0005 -0.0014 -0.0028 -0.0061 FJID 1.4791 1.5813
NZD/GBP 0.5248 -0.0001 -0.0003 -0.0007 -0.0018 HKD 5.7239 6.1192
KRW 825.06 882.04
AU TWI 65.40 MYR 3.0136 3.2217
AUD/USD 0.7893 0.0001 0.0002 0.0001 -0.0001 NOK 6.2611 6.6935
AUD/NZD 1.0691 0.0002 0.0005 0.0010 0.0022 SEK 6.1160 6.5383
AUD/JPY 83.70 -0.02 -0.07 -0.15 -0.40 SGD 0.9779 1.0454
AUD/EUR 0.6481 -0.0004 -0.0012 -0.0024 -0.0052 TWD 20.53 21.95
AUD/GBP 0.5626 0.0000 -0.0001 -0.0002 -0.0008 ZAR 11.0490 11.8121
USD Index 90.18
EUR/USD 1.2178 0.0008 0.0024 0.0047 0.0097 EQUITIES
USD/JPY 106.06 -0.04 -0.11 -0.21 -0.50 Index
GBP/USD 1.4028 0.0002 0.0005 0.0008 0.0018 NZX50 12,141
EUR/GBP 0.8681 0.0005 0.0014 0.0029 0.0058 ASX200 6,834
Dow Jones 31,507
INTEREST New Zealand Australia S&P 500 3,854
RATES Borrow Invest Borrow Invest FTSE100 6,652
DAX 30 13,879
30 day bank bills 0.28% 0.24% 0.02% 0.02% Nikkei 30,168
90 day bank bills 0.31% 0.27% 0.04% 0.00%
FRA 90d in 3mths 0.31% 0.28% 0.11% 0.06% COMMODITIES
FRA 180d in 6mths 0.41% 0.38% 0.17% 0.13% UsD
1 year swap* 0.34% 0.32% 0.11% 0.08% Dubai Light 64.08
2 year swap* 0.54% 0.52% 0.20% 0.18% Brent Crude 66.74
3 year swap* 0.76% 0.74% 0.35% 0.33% Gold 1,777.41
5 year swap* 1.26% 1.23% 0.91% 0.90% Silver 27.55
10 year swap* 2.09% 2.06% 1.91% 1.89% CRB Index 206.54
10 year Govt bond 1.85% 1.73%

This document has been prepared by Bancorp Treasury Services Limited (“BTSL’). Whilst all reasonable care has been taken to ensure the facts stated are
accurate and the opinions given are fair and reasonable, neither BTSL nor any of its directors, officers or employees shall in any way be responsible for the
contents. No liability is assumed by BTSL, its directors, officers or employees for action taken or not taken on the basis of this document.
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