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Aus/US bond spread should widen while RBNZ hikes are further away

 The Australia/US 10Y bond spread should widen.  We think the Fed will implement ‘Operation Twist’. 

 We know expect the RBNZ to leave rates unchanged until March 2012. 

 We reaffirm our 1Y Aust to NZ swap differential trade.  The market continues to price RBA cuts and RBNZ hikes. 
 

 

There has been an improvement in sentiment over the past week, 
despite today’s rally.  Even though the news flow has been poor, the 
market seems to be more balanced in its reaction. There have been sell-
offs in Australia and the US, despite the persistent fear of a Greek 
default.  The main political players in Europe appear to be again working 
together to either prevent default, or to lessen its broader impact and 
contagion.  Angela Merkel and Nicolas Sarkozy’s comments greatly 
assisted the improvement in tone. 

Since last Monday, the US 10Y bond has sold-off by 5bp to 2.05 while 
the 2Y bond has rallied 1bp to 0.17%.  The US 10Y spent a significant 
portion of the week below 2% but sold-off on Friday.   

In Australia, the physical 3Y bond (Jun-14) has sold-off 9bp since 
Monday, to yield 3.60%.  The 10Y physical bond (May-21) has sold-off 
7bp to 4.17%.  Australian swap spreads have tightened sharply over the 
week, with bonds underperforming swap by around 6bp since last 
Monday.  The spread was quite volatile and EFPs more so, because of 
the roll last Thursday. 

In New Zealand, the RBNZ caused a small rally with some dovish 
commentary following the September 15 decision.  Our Economists 
have changed their forecasts for the RBNZ.  We now expect the RBNZ 
to raise rates for the first time in March 2012.  (See page 6)  This shift 
reinforces our commitment to the paid AUD vs NZD 1Y swap trade.  See 
Alex Stanley’s comment on page 7. 

This week, Philip Brown looks at the Australia to US spread on page 3.  
The US yield is being held down by both the bid for quality and the 
weakness of the US economy.  We expect the Fed to announce further 
easing at their meeting this week, most likely a form of duration 
lengthening (commonly called ‘Operation Twist’).  Other than the FOMC 
meeting, the US data calendar is quite light.  There is Housing Starts 
data on Tuesday night (consensus 590K / -2.3%) along with building 
permits (consensus 590K / -1.8%).  There is also the normal weekly data 
of Mortgage applications and Initial Jobless Claims.  The IJC will likely 
attract a little more attention than usual given last week’s rise to 428K. 

Australia’s data calendar is similarly light.  The RBA will release minutes 
for the September meeting, but this is unlikely to shed new light on the 
RBA’s outlook.  The situation in Europe is still unclear and the RBA 
minutes will reflect this. Also from the RBA this week, Deputy Governor 
Battellino speaks at a conference in New York on Wednesday and 
Assistant Governor Lowe speaks in Sydney on Thursday. Finally, the 
RBA releases their semi-annual Financial Stability Review on Friday.  
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Australian and US 10Y yields. 

Source:  CBA, Bloomberg 
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Key Positions 

 

The outright level of rates hasn’t actually moved too far this week.  We have been burnt a little by the tightening in swap 
spreads, which took some of the profit out of our Bull Spread Widening trade, though the trade recovered a little today 
(Monday). 

Our short trades have been designed to have long carry (OIS, 1Y AUD/NZD spread) so we are reasonably happy with a 
week where not too much changed. 

This week we look to more fully express our confidence in the relative performance of the AUD economy by selling AUD 
10Y bonds against the US 10Y.  We also expect the US Fed to implement “Operation Twist” which should prevent the US 
10Y selling off too far, even if market sentiment continues to generally improve.  We sell the AUD 10Y against the US 10Y at 
a spread of 208bp. 

 

Key Trades 

Trade Entry Curent Profit Target Stop Comment 
Buy a 3M ATM option on the 
ACGB Jun-14 against selling a 
3M ATMF receiver on the 3Y 
AUD swap.  (Conditional bull 
spread widener) 

Entry cost 2.5bp 
 
Effective spread: 
47bp:  4.28 and 
4.75 
(19-Jul-11) 

Bond: 3.59 
 
Swap: 4.13 
 
Spread 54bp

+4.5bp   Hold: Bond and swaps have both rallied 
and, as we expected, continued volatility 
has widened swap spreads. 

Buy an AUD bear flattener.  
3M*3Y vs 3M*10Y 

Option Strikes:  
5.075 and 5.895. 
Entry cost 3bp.  
Entry slope 82bp 
(23-Jul-11) 

Current 
slope 77bp –
but well 
OTM 

-3bp 
(spent the 
premium) 

  Hold:  The curve has been flattening, and 
selling off, but the options are clearly 
OTM.  If this trend continues there might 
be some money in the trade. 

Buy the NAB Apr-13 as an ASW 
against selling the NAB Apr-13 
FRN 

+11bp 
(3-Aug-11) 

+12 -1bp 0bp 17bp Hold:  There is little reason for the ASW 
fixed rate to be different to the FRN price.

Pay 3M OIS 4.41% 
(16-Aug-11) 

4.50% +20bp 
(incl carry) 

4.78% 4.20% Hold: Recent RBA communication has 
reinforced that rate cuts are a long way 
away.  We’re happy rolling up the curve. 

Pay 1Y AUD swap and receive 
1Y NZD swap 

100bp 
(22-Aug-11) 

103bp 3bp + 
10bp carry 
= 13bp 

160bp 80bp Hold: The extent of monetary policy 
divergence priced by the market is too 
wide, especially on the AUD leg. 

Buy the WATC Oct-19, sell 
NSWTC May-20 

-6bp 
(13-Sep-11) 

-6bp 0bp -16bp 0bp Hold:  WATC-NSWTC spreads have 
narrowed lately, but fundamentals are 
moving the other way. 

Buy the QTC Feb-20, sell EIB 
Aug-20 

39bp 
(13-Sep-11) 

42bp +3bp 60bp 32bp Hold:  The QTC has underperformed 
sharply, but should recover.  Reverse is 
true for EIB. 

Buy the USD 10Y against the 
AUD 10Y  

208bp 
(29-Sep-11) 

n/a n/a 240bp 195bp New Trade:  The US 10Y yield is likely to 
be kept lower in a recovery scenario. 
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The Australia-US spread looks set to widen 

Philip Brown – Fixed Income Quantitative Strategist – 61 3 9675 7522 – philip.brown@cba.com.au 

 The market sentiment seems to be improving, which should cause Australian rates to sell-off. 

 US rates have been kept low by a flight-to-quality and a weakening economy.  The Fed is likely to ease further. 

 The Aust-US 10Y spread should widen if the current market tone continues. 
 
 

  

After a few days of improving sentiment, bond 
markets have rallied again today.  However, we 
think the overall tone is improving slowly, week 
by week.  The situation is not necessarily 
improving (for example, Greece is again under 
the spotlight) but the market seems to be 
coming to terms with the new reality.   

In this environment we like positioning for a 
widening of the AUD to USD 10Y spread.  The 
Australian economy has never justified the rate 
expectations priced and could sell-off quickly if 
the tone continues to improve.  In contrast, the 
US economy does appear to be stumbling and 
we expect the Fed to implement new 
arrangements aimed at keeping term rates low 
(Operation Twist).   

We expect the Fed to implement Operation 
Twist, regardless.  However, The Fed are even 
more likely to do so if a global improvement in 
sentiment - not backed by an improvement in 
US economic data - causes US term rates to 
rise before the Fed wants them to. 

RBA unlikely to raise rates 

The market is still anticipating the RBA will cut 
rates massively between now and mid 2012.  
This pricing has been consistent, but never 
validated by the RBA.  The market continues to 
assume the worst case scenario in Europe will 
force emergency reactions from the RBA.  (See 
Figures 1 and 2.) 

We doubt the European situation will be quite 
that bad, particularly for Australia.  The situation 
in Europe is serious, but an economic 
slowdown in Europe will not force the RBA to 
cut rates as sharply as priced in the Australian 
curve.  (For a fuller discussion on Australia’s 
position in a worst-case European scenario, see 
Michael Blythe’s piece Manning the Barricades 
– How good are Australia’s defences published 
on 18 September.) 

All else equal, the current market pricing biases 
us to be short AUD rates.  However, with so 
much market volatility around we have, 
deliberately, been refraining from expressing a 
short rates view in an outright sense.  We think 

Figure 1:  RBA Expectations 

Source:  CBA, Bloomberg 

 

Figure 2:  Market has been pricing RBA rate 
cuts for a while now. 

Source:  CBA, Bloomberg 
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the right way to express the view now is via a 
spread to the US 10Y rate. 

US provides a good hedge 

The US 10Y rate has also fallen sharply in 
recent months, but has sold-off a little in the 
last few days, tightening the spread between 
AUD and USD 10Y bonds. 

Since the start of the year, the US market has 
rallied strongly.  Partly, this rally is a flight-to-
quality, but it is also because the overall 
economic position of the US is weakening and 
a second recession is looking more likely.  We 
expect the Fed will announce further easing, in 
a process known colloquially as ‘Operation 
Twist’.  In such an operation, the Fed lowers 
their holdings of short-term securities and 
increases their purchases of the 10Y and longer 
part of the curve.  This twist has the effect of 
lowering longer-term rates, but hopefully not 
increasing the short-term rates.  The Fed can 
afford to reduce their buying of the front end 
bonds because their public commitment to 
keep rates low “through [to] mid 2013” prevents 
much movement in the front end yields. 

If US rates did start to rise we think the Fed 
would become more likely to respond with 
further QE.  The main argument against further 
QE at the moment is that yields are already 
exceptionally low and so further QE serves no 
purpose.  Rates are low, but they are being held 
low both by the weakness of the US economic 
outlook and by the global flight-to-quality.  If the 
situation in Europe improves then the US bond 
is likely to sell-off, even if the US economy does 
not improve.  However, the Fed would be very 
likely to respond to this circumstance with 
further actions designed to keep US term rates 
low.  

For this reason, we expect the US long-end to 
underperform in a global sell-off.  As a corollary, 
we think the Australia-US 10Y spread could 
widen sharply in such a sell-off.  The pricing of 
the RBA leaves lots of room for an Australian 
sell-off.  But the US economy remains weak 
and the US rates are less likely to sell-off, in our 
view. 

Carry is positive on a Aust/US widener 

The other reason we like selling an Australian 
bond against the US is that the carry is quite 
positive.  The 1M carry on the long USD 10Y, 
short AUD 10Y position is +2.3bp. 

This might seem slightly counterintuitive, since 
the Australian yield is around 4.15% and the US 
yield is around 2.05%.  However, to prevent an 
FX exposure the best way to fund the position 
is via repo in both currencies.  So, the 

 

 

Figure 3:  Australian and US 10Y yields. 

Source:  CBA, Bloomberg 

 

 

 

Figure 4:  Australian and US 10Y yields. 

Source:  CBA, Bloomberg 
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Australian bond is sold at 4.15%, but the 
money invested in 1M repo at about 4.60%.  In 
contrast, in the US leg, the money is borrowed 
at a repo rate of about 0.20%, and invested at 
about 2.05%.  Both legs are positive carry.  
(See Figure 5, noting we are going to be short 
the AUD leg, not long.)  

Why not use the 2Y spread – it is 
essentially an AUD trade only 

The only outstanding question is why are using 
the 10Y to position for this trade, rather than 
something shorter?  The answer is the same as 
why the Fed can consider Operation Twist – 
namely, the US front end is so low that there is 
effectively no chance of the US short bonds 
rallying.   

If there is another serious problem in Europe, 
then the US 2Y won’t be able to rally the way 
the Australian 2Y will.  The US long end is also 
very low in yield on a historical basis (see Figure 
3) but not so low that it would fail to rally further 
if the global situation worsens.  With AUD rates 
so much higher than USD, the spread is likely to 
contract further in a real calamity scenario, but 
we would have at least some protection to the 
downside in a 10Y trade, rather than almost 
none on a 2Y spread trade. 

Conclusions 

We recommend buying the US 10Y and selling 
the Australian 10Y at the current spread of 
208bp.  The spread could sell-off as far as 
230bp quite quickly – it was there as recently as 
10 August.  If the current improvement in 
market tone continues and the market pricing 
for the RBA reverses, the Australian bond is 
likely to sell-off quickly and could easily move 
the spread wider again.  We target a spread of 
240bp and have a stop at 195bp.   

 

Figure 5:  Aust and US bond carry 

AUSTRALIA   
 Bond 1M Carry on 

Long position 

2Y 15-May-13 -6.21 
3Y 15-Jun-14 -3.52 
5Y 15-Jun-16 -1.75 
10Y 15-May-21 -0.54 

 

United States   
 Bond 1M Carry on 

Long position 

2Y 31-Aug-13 0.53 
3Y 15-Sep-14 0.81 
5Y 31-Aug-16 1.51 
10Y 15-Aug-21 1.85 

Source:  CBA, Bloomberg 
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RBNZ: Kicking for a 2012 Touchline 

Chris Tennent-Brown – FX Economist – 61 2 9117 1378 – chris.tennent-brown@cba.com.au 

Nick Tuffley – ASB Chief Economist – 64 9374 8604 – nick.tuffley@asb.co.nz 

 RBNZ leaves OCR unchanged at 2.5%.  

 Downward revisions to growth and inflation forecasts, partly reflecting higher NZ dollar. 

 We now expect RBNZ will leave the OCR on hold until March. 
 

The RBNZ left the OCR unchanged at 2.5% as expected. Increases in the OCR are now largely dependent on the global 
outlook, and specifically developments in Europe. While the RBNZ remains optimistic on the domestic growth outlook, it 
has revised down its growth forecasts based on the weaker global outlook and a higher NZ dollar assumption.  

With concern about the escalating debt crisis in Eurozone dominating RBNZ’s outlook, we now expect the RBNZ will leave 
the OCR on hold until March next year. While there is much uncertainty about both the timing and size of the first OCR 
increase, for now we see a 50 basis point OCR increase in March as the most likely scenario. Beyond that, we continue to 
expect 25bp increases at the subsequent meetings until the OCR reaches a peak of 4%. 

RBNZ revises down medium-term growth outlook 

While NZ activity has continued to perform well over recent months, the RBNZ has revised down its medium-term growth 
outlook. The revisions reflect the deterioration in the global outlook and a higher NZD assumption. The RBNZ was clearly 
very concerned about the increased global economic and financial risks.  The RBNZ remained upbeat on high export 
commodity prices underpinning a continued recovery in the NZ economy.  This suggests the RBNZ is still assuming global 
developments to have a relatively mild impact on NZ.  However, it also noted the outlook for NZ’s trading partners had 
“deteriorated markedly” with “the real risk that global economic activity slows sharply”. These comments highlight the 
extent of uncertainty currently surrounding the global outlook.   

In addition to this, the RBNZ was very concerned about the financial strains emerging from Europe.  Funding markets have 
tightened in recent months, and the RBNZ is very concerned that “if conditions do not improve, NZ bank funding costs will 
increase”.  Reflecting these developments the RBNZ has altered its view of bank funding costs going forward.  It now 
expects these to remain elevated over the coming years, in contrast to previous expectations of a steady decline.  This is 
similar to our own view.   

The RBNZ has revised up its assumption of the trade weighted exchange rate, with it remaining elevated over the next 3 
years.  The RBNZ notes the higher exchange rate is because the “NZ economy has been doing better than many others”.  
The higher exchange rate dampens the growth and inflation outlook, reducing the amount of work the OCR needs to do.  
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 On the domestic front, the RBNZ has pushed 
back the timing of earthquake reconstruction 
activity to the middle part of 2012.  At the 
margin, this also reduces the growth outlook 
and reduces some of the urgency for rate 
increases.   

The RBNZ has revised down its CPI forecasts, 
reflecting its downward revisions to growth and 
its expectation of a higher NZ dollar TWI over 
the coming years. While the RBNZ highlights 
the recent increase in inflation expectations and 
capacity usage, for now it is expecting the 
effects of the recent spike in headline CPI will 
be temporary. Instead, the RBNZ continues to 
call on wage and price setters to focus on the 
fact underlying inflation is relatively contained. 
In fact, the RBNZ reduced its guidance of 
current underlying inflation to 2%, down from 
2.5% previously.  

We see its inflation forecast of annual CPI 
inflation quickly returning to close to the mid-
point of its target band of 2% as optimistic. 
While recent inflation indicators suggest there is 
some breathing space for the RBNZ on the 
inflation front at the moment, the fact medium-
term inflation expectations remain close to the 
top of the RBNZ’s target band is of concern.  

Added to that, post-earthquake rebuilding 
activity is expected to place capacity pressures 
on the construction sector, and we expect this 
will flow through to an acceleration in 
construction costs. Already, we have seen a 
pick-up in construction costs in the Q2 CPI, and 
building companies have noted costs have 
increased particularly in the Canterbury region. 
Meanwhile, despite the strength in the NZ dollar 
giving retailers increased scope to discount, we 
have seen signs improved household demand 
is providing the opportunity for retailers to 
recoup some of the operating margins lost over 
the recession. Overall, we expect CPI to edge 
above 3% by the end of 2013. 

Changed mix of monetary conditions 

The changes the RBNZ made to the mix of its 
forecast monetary conditions are very 
important.  The RBNZ’s exchange rate 
forecasts typically assume a return over time to 
a ‘normal’ level.  But in the current environment, 
‘normal’ is higher than it used to be.  Over the 
long term NZ’s key export commodity prices 
are likely to remain elevated as Asian demand 
for food continues growing sharply, and 
influence the NZD’s future level.   
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Relatively strong NZ 
outlook expected to 
underpin NZD 
strength. 
 
 
 
NZ dollar strength to 
help contain inflation. 
 
 
 
 
 
 
 
 
 
 
 
 
RBNZ lowers its OCR 
peak as a result. 
 
 
 
 
 
 
 
 
 
Escalating Eurozone 
crisis keeps RBNZ on 
the sidelines. 
 
We now expect OCR 
will be kept on hold 
until March 
 

Relatively strong NZ outlook expected to underpin NZD strength. 

We expect the NZD/USD will average USD0.75 over the long term in a world of high commodity 
prices.  On top of that, the USD is likely to remain much weaker than pre-GFC levels, and NZ’s 
economic fundamentals are relatively healthy compared to many Western economies.  Our 
forecasts have the Trade Weighted Index (TWI) sitting above 71 over 2012.  The RBNZ has also 
revised its TWI forecast to above 71 over 2012 with modest depreciation further out.  That outlook 
is far more realistic than recent RBNZ assumptions, given the underlying shifts in NZD drivers. 

Crucially, the higher outlook for the TWI means the exchange rate doing more work in containing 
inflation over the next couple of years and leaves less work for interest rates to do.  Furthermore, in 
the wake of bank funding tensions in Europe, the RBNZ has changed its assumption on how 
persistent the bank funding ‘wedge’ between the OCR and (for example) mortgage rates will be.  
Previously it had assumed that the wedge would gradually narrow over time, but now expects it 
will remain wide.  The RBNZ noted that if banks currently needed to access foreign long-term 
wholesale funding, Credit Default Swaps imply that the funding risk premium would now be 60-
80bp higher.  Given that banks have spread out their debt maturities, it would take a while to have 
much impact on overall funding costs, and banks’ funding requirements are low.  But, the longer 
the crisis continues, the more of a policy consideration that any impact on funding costs would 
become. 

The RBNZ’s shift on the end point for interest rate largely ties in with our own views.  Our estimate 
of the neutral cash rate is 4.5%-5% when accounting for the impact of changed funding costs.  
Households’ more conservative attitudes to debt, if they persist over the next few years, would 
imply an even lower neutral rate is currently in effect.  We recently lowered our forecast OCR peak 
from 4.5% to 4% on the view the NZD would remain above USD0.80 over 2012.  Needless to say, 
we are comfortable with the various reasons behind the RBNZ’s drop in its forecast interest rate 
peak. 

Implications: kick for 2012 touchline 

Global caution was the main reason for the RBNZ to remain on hold at the September MPS.  But 
key changes to the forecasts also reinforce that, longer term, the OCR will peak at a low level.  The 
RBNZ has revised lower its 90-day rate outlook on a combination of a persistently-high NZ dollar, 
a persistent bank funding cost wedge relative to the OCR, and a more realistic (lower) growth 
outlook.  The 90-day forecast now implies a peak of 4%-4.25%, in line with our own expected 4% 
peak. 

The timing of when the first OCR increase will occur is very challenging.  The RBNZ’s outlook is 
very close to our own now, though the RBNZ’s 90-day track implies little urgency to lift rates in the 
short term.  On reflection the RBNZ appears comfortable to ‘kick for touch’ until next year, and we 
have pushed out our forecast for the first OCR hike to March (50bp), with subsequent 25bp hikes 
from April to a 4% peak in September remaining as in our previous view. 

 

 

 

 

 

 

 

 

 

 

The key to the timing of a first OCR increase is 
when the European financial crisis dies down 
sufficiently (assuming it does that before 
triggering another global crisis!).  As such, 
Angela Merkel is having as much influence on 
the NZ monetary policy outlook as Alan Bollard.  
A December OCR increase is possible if Europe 
cleans up its backyard soon, though implies the 
crisis soon comes to a head (very possible) and 
that Europe puts in place a lasting solution (less 
probable on past performance). Equally, the 
longer the situation festers, the more chance 
that consequent economic and financial fallout 
reduce NZ inflation pressures.   

Market pricing remains too low for a world in 
which the crisis soon dies down, but the crisis-
management track record of European 
politicians is understandably not something 
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NZ dollar eases 
following Statement 
release. 

 

 

Domestic interest 
rates fall in the short 
end. 

markets are comfortable betting heavily on. 

Market reaction 

Market reaction following the Statement release 
was muted, with the NZ dollar easing slightly 
and domestic interest rates falling slightly in the 
short end.  

The NZD/USD fell below 82 cents in the half 
hour after the Statement release. 

The decline in interest rates largely reflected 
markets reducing their expectations of an OCR 
increase over the coming year, with around 
55bp of OCR increases priced in by the end of 
2012. 

 

Full media statement: 

The Reserve Bank today left the Official Cash Rate (OCR) unchanged at 2.5 percent. 

Reserve Bank Governor Alan Bollard said: “The New Zealand economy has performed relatively 
well while headline inflation has increased somewhat since the June Statement.  At the same time, 
however, global economic and financial risks have increased. 

“Domestic economic activity has surprised on the upside and capacity usage appears to have 
increased.  Continued high export commodity prices and, in time, reconstruction in Canterbury are 
expected to provide impetus to demand over the projection horizon. 
“However, the outlook for New Zealand’s trading partners has deteriorated markedly.  There is 
now a real risk that global economic activity slows sharply. 

“Global financial market sentiment has also deteriorated. Sovereign debt concerns in Europe and 
the weakened global outlook have caused international bank funding markets to tighten.  If 
conditions do not improve, New Zealand bank funding costs will increase. 

“Largely because the New Zealand economy has been doing better than many others, the New 
Zealand dollar has appreciated since the June Statement.  The high level of the New Zealand 
dollar is having a dampening influence on some parts of the tradable sector and on imported 
inflation. 

“Annual headline CPI inflation continues to be above the Bank’s 1 to 3 percent target band.  
However, much of the current spike in inflation has been driven by last year’s increase in the rate 
of GST, and will therefore be temporary.  Wage and price setters should focus on underlying 
inflation, which, while rising, is currently estimated to be near 2 percent. 

“If recent global developments have only a mild impact on the New Zealand economy, it is likely 
that the OCR will need to increase.  For now, given the recent intensification in global economic 
and financial risks, it is prudent to continue to hold the OCR at 2.5 percent.” 

 

8.50am 9.30am
NZD/USD 0.8218 0.8198
NZD/AUD 0.8001 0.7982
NZD/EUR 0.5977 0.5964
NZD/JPY 62.97 62.88
NZD/GBP 0.5212 0.5200
NZ TWI 71.93 71.79
NZ 90 day Bank Bill 2.90 2.90
NZ 1 year swap rate 3.08 3.05
NZ 3 year swap rate 3.49 3.48
NZ 5 year swap rate 3.94 3.93
NZ 10 year swap rate 4.60 4.59
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Re-visiting our AUD-NZD 1Y swap spread position 

Alex Stanley – Associate Analyst Fixed Income – 61 2 9118 1125 – alex.stanley@cba.com.au 

 RBA and RBNZ policy isn’t likely to diverge by the extent of current market pricing. 

 We believe fixed rate paying will exert a minimal impact on swap spreads in both AUD and NZD in the near future.  

 The 1Y AUD-NZD spread widening trade benefits from strong positive carry.  
 

 Following on from our Economists’ updated 
RBNZ outlook (see page 6), we re-consider our 
AUD-NZD 1Y swap spread position.  

Last month, we entered a 1Y spread widening 
trade at 100bp (Weekly Strategy 22-Aug), by 
paying 1Y AUD swap and receiving 1Y NZD 
swap. Since then, the spread widened further to 
a peak of 126bp following the Australian Q2 
GDP numbers and has since rallied back to our 
original entry level – though we have made a 
profit because of the substantial carry on the 
trade. The spread looks to be finding support 
just above the 100bp level (currently 102bp). 

We still like this trade because we don’t think 
the divergent monetary policy paths priced for 
the respective central banks will be maintained. 
We also think that, at the 1Y point, swap 
spreads will have a relatively neutral impact on 
the trade. Finally, positioning for wider spreads 
at the 1Y point offers strong positive carry.  

The RBA and RBNZ aren’t likely to 
diverge by the current market pricing 

The AUD market is pricing substantial RBA 
policy easing. Cash rate futures currently imply 
over 100b of rate cuts by December and nearly 
150bp of cuts by this time next year. As Figure 
2 illustrates, this profile for the RBA stands in 
stark contrast to the NZD market, where the 
RBNZ is expected to hike by around 50bp.   

As our Economists explain, were it not for 
problems in Europe, the RBNZ would already 
be raising rates. The NZD cash rate of 2.5% 
was originally intended as an emergency setting 
after the February earthquake. However, the 
2.5% cash rate is increasingly being viewed as 
appropriate for now. Our Economists, along 
with the consensus, have shifted their view for 
the next RBNZ hike from December 2011 to 
March 2012.  

The pushing out of rate hike expectations in NZ 
is reminiscent of Australia over recent months. 
The consensus of Australian Economists has 
shifted from expecting RBA hikes to on-hold, 
with a few expecting cuts. We still think the 
RBA, like the RBNZ, will stay on-hold while 
global downside risks prevail, though our 
economists look for further rate hikes in the 

Figure 1 – AUD-NZD 1Y swap spread 

Source: Bloomberg, CBA 

 

Figure 2 –Cash rate pricing remains divergent* 

Source: Bloomberg, CBA 

* IB futures in AUD and OIS in NZD 
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medium term.  

In a particularly bad global scenario, there is 
clearly greater scope for the RBA to ease than 
the RBNZ. However, we don’t think the RBA will 
cut by over 150bp in the next year - because of 
global events - while the RBNZ will 
simultaneously hike rates. We continue to 
favour positioning for this view at the very front 
end of the respective curves, where there is the 
greatest divergence in central bank views and 
swap rates (Figure 3).  

Fixed rate paying is exerting a minimal 
impact on swap spreads 

Historically, NZ mortgage holders have shown a 
greater preference to fix than Australian 
borrowers. However, relative to recent years, 
the current upward slope of the NZ curve now 
makes fixing less attractive for NZ borrowers. 
Also, the RBNZ’s shift in tone to keeping rates 
on hold does little to entice borrowers away 
from variable rates.  

As we noted recently (Weekly Strategy 7-Sep), 
Australian borrowers haven’t been fixing heavily 
because the Australian cash rate outlook has 
turned away from hikes.  

In both AUD and NZD, we see some potential 
further widening pressure on swap spreads, 
following global credit moves. However, the 
upward impact on swap spreads from fixed rate 
borrowers looks minor in the short term.  

The 1Y AUD-NZD spread widening 
trade benefits from strong positive carry 

Figures 4 and 5 together show that positioning 
for a wider spread at the front end of the AUD 
and NZD curves achieves the highest carry 
benefit, at 13bp.  

The main driver of the positive carry is the AUD 
rate-set. Similar to when we entered the trade a 
month ago, the AUD 1Y swap rate of 4.04% is a 
long way below the current 3M BBSW rate of 
around 4.75%. The BBSW rate-sets have been 
high relative to cash rate expectations and are 
the main source of carry benefit. The upward 
pressure on money market spreads has been 
intense across the globe and we don’t suspect 
this will change in a hurry.   

For the NZD curve, the upward slope makes the 
1Y part of the curve less attractive to receive 
than 2-7Y. However, when combined with the 
high rateset in AUD, a 1Y spread widening trade 
remains the ideal position from a carry 
perspective.  

Figure 3 – Current AUD and NZD swap curves 

 

Source: Bloomberg, CBA 

Figure 4 – 1M AUD swap curve carry for a paid 
position 

Length 
AUD Roll-

Down 

AUD 
Rateset-

Carry Total Carry 

1Y 3.5 6.2 9.7 
2Y -0.5 3.4 2.9 
3Y -1.5 1.8 0.3 
4Y -2.0 0.5 -1.5 
5Y -1.2 0.1 -1.0 
6Y -1.0 -0.1 -1.1 
7Y -1.0 -0.3 -1.3 
8Y -0.5 -0.3 -0.9 
9Y -0.5 -0.4 -0.9 

10Y -0.5 -0.4 -1.0 

Source: Bloomberg, CBA 

Figure 5 – 1M NZD swap curve carry for a 
received position 

Length 
NZD Roll-

Down 

NZD 
Rateset-

Carry Total Carry 

1Y 1.9 1.7 3.6 
2Y 2.0 1.9 3.9 
3Y 2.3 2.1 4.4 
4Y 1.9 2.1 4.0 
5Y 2.0 2.2 4.2 
6Y 1.7 2.2 3.9 
7Y 1.7 2.2 3.9 
8Y 0.9 2.1 3.1 
9Y 0.9 2.0 3.0 

10Y 0.9 2.0 2.9 

Source: Bloomberg, CBA 
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Key Views 
   

United States 

 Tactical 
(<1 mth) 

Strategic 
(>3 mths) 

The US economy has slowed.  The Q2 GDP figures and revisions to prior quarters confirmed US growth is 
running at a slower pace than the market and Fed had anticipated earlier in the year. The recovery in the 
labour market remains slow, with August Payrolls disappointing (0k).  Inflation has increased, but is still 
being mainly driven by food and energy prices.  We don’t see it as a barrier to further easing, which now 
looks likely to emerge from the September 20-21 FOMC meeting. 

Elevated volatility remains a feature of the market.  There are heightened risks to the US outlook, ranging 
from fiscal contraction to more European instability.  The FOMC has already committed to keeping the Fed 
Funds rate at “exceptionally low levels” through to mid 2013. This leaves emphasising purchases of longer-
term bonds as the likely next step (“Operation Twist”).  

The question is whether this is already fully-priced and whether the positive impact on sentiment will have a 
more dominant effect (as we saw with QE2).  On balance, we look for the market to hold quite steady in 
2011 before yields start to gradually rise and the curve steepens in 2012. 

Policy rate 0.1% 0.1% 

10yr bond 2.00% 2.20% 

2/10 curve 175bp 190bp 

USD/JPY 76.50 77.00 

EUR/USD 1.33 1.38 

   

The convergence of European bond yields towards US yields and the re-emerging risks in selected European sovereigns have temporarily made 
the USD a more attractive safe-haven currency.  The 3-month EUR basis swap remains elevated, the higher cost of swapping EUR into USD.  
European banks require USD funding because they have USD liabilities.  While the EUR 3-month basis swap remains wide, the EUR will continue 
to be sold into rallies.  The stresses in Europe mean downside risks continue for EUR and GBP. The USD index eased last week, but remains 
nearly 5% up on the level in late August.  We expect a near-term lift in the USD, given the current environment.  Concern that the US economy 
may be heading towards recession, or the announcement by the FOMC of what is perceived by participants to be a relatively muted policy 
response, is likely to push USD higher. 

Australia 

 Tactical 
(<1 mth) 

Strategic 
(>3 mths) 

The medium term outlook for Australia is positive. Recent data has been mixed and confirms the multi-
speed nature of growth.  Inflation has picked up, and although headline inflation is well above the target 
band, underlying inflation is not. The ABS has muddied the waters slightly for underlying inflation and it is 
now less clear if underlying inflation is a concern.  Unemployment has risen slightly to 5.3%. The RBA 
considered hiking rates in August, but the tone in September was more neutral.  

Market concern over European sovereigns and banks is being felt and is likely to continue.  Australian 
BBSW/OIS spreads will likely remain high.  We see the fundamental strength exerted by high commodity 
prices and booming investment as dominating over the year and pushing the RBA to eventually tighten 
policy over the course of 2012-13.  Our bias is toward a flatter curve over time. 10Y Australian spreads to US 
may widen in 2011 as the relative strength of the Australian economy is contrasted against the US 
weakness, before tightening quickly when US bond yields eventually start to rise late in 2012. 

A slowdown in the global economy and consequent weaker outlook for key commodity prices continues to 
generate downside risk for the AUD.  The US economy has clearly slowed and the downside risks in Europe 
continue.  In this environment, the AUD has been under pressure, and this is likely to continue over the 
coming weeks.  However, over the medium term we expect ongoing strong growth in China will continue to 
support key commodity prices and in turn the AUD.  Australia’s AAA sovereign rating and relatively high 
interest rates will also provide support for the AUD.  But for now, the AUD will continue to be sold into rallies. 

Policy rate 4.75% 4.75% 

10yr bond 4.40% 4.70% 

3/10 curve 60bp 20bp 

10yr EFP 65bp 55bp 

10yr v US 230bp 250 

AUD/USD 1.0000 1.0400 

   

New Zealand 

 Tactical 
(<1 mth) 

Strategic 
(>3 mths) 

The NZ economy is recovering after the Christchurch earthquake and domestic developments have been 
encouraging.  However, the RBNZ has been sidelined by global risks and remained on hold at the 
September OCR Review.  Increases in the OCR are now largely dependent on the global outlook, and 
specifically developments in Europe.  We expect the RBNZ to raise rates 50bp in March 2012. 

Lower global growth prospects, and a paring back of RBNZ rate hike expectations have contributed to the 
NZD easing over August and September, and this downward pressure is likely to continue over the coming 
weeks.  Furthermore, QII New Zealand GDP data due this week is not expected to repeat the robust QI 
result, and this is expected to weigh on the NZD later this week.  

Because of the market positioning, uncertainty in the Eurozone has impacted the AUD more than the NZD.  
With market volatility expected to continue, the softness in AUD/NZD is likely to continue over the coming 
weeks. While the NZD is subject to the same downside risk as the AUD, positioning suggests more 
downside risk to the AUD/NZD. 

Over the medium term, NZD should find support from ongoing strength in key export commodity prices, and 
re-firming expectations of a 50bpt RBNZ rate hike in early 2012.  The significant rebuild of Christchurch and 
the upcoming Rugby World Cup should support domestic economic momentum.   

Policy rate 2.50% 3.00% 

10yr bond 4.40% 4.80% 

2/10 swap 
curve 

200bp 190bp 

10yr v US 240 260 

10yr v AUS 10bp 20bp  

NZD/USD 0.8000 0.8300 

AUD/NZD 1.2300 1.2530 
\\\ 
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Cash Rate Pricing 

 

 
 
 
 

Source:  All data sourced from Bloomberg.  Rates displayed are calculated using IB Futures (Australia), FF Futures (US) and OIS in all other 
currencies. 

 
 
 
 
 
 
 
 
 
 

Australian Cash Rate Pricing New Zealand OCR Pricing US Fed Funds Pricing
Cum. % chance Cum. % chance Cum. % chance

Rate of +25bp Rate of +25bp Rate of +25bp
Current 4.75 0 Current 2.50 0 Current 0.07 0
4-Oct-11 4.51 -94 27-Oct-11 2.52 6 20-Sep-11 0.07 -40
1-Nov-11 4.11 -255 8-Dec-11 2.58 31 2-Nov-11 0.07 -40
6-Dec-11 3.82 -374 26-Jan-12 2.63 52 13-Dec-11 0.06 -43
7-Feb-12 3.52 -493 8-Mar-12 2.68 73 25-Jan-12 0.06 -42
6-Mar-12 3.30 -581 26-Apr-12 2.88 153 13-Mar-12 0.06 -42
3-Apr-12 3.26 -595 14-Jun-12 2.82 129 25-Apr-12 0.08 -38
1-May-12 3.32 -571 1-Aug-12 2.81 123 20-Jun-12 0.05 -49
5-Jun-12 3.30 -579 31-Jul-12 0.07 -40
3-Jul-12 3.27 -591 12-Sep-12 0.07 -40

Candian Rate Pricing EUR EONIA Pricing UK SONIA Pricing
Cum. % chance Cum. % chance Cum. % chance

Rate of +25bp Rate of +25bp Rate of +25bp
Current 1.03 0 Current Target 1.50 Current 0.53 0
25-Oct-11 0.92 -45 6-Oct-11 0.90 -241 6-Oct-11 0.53 0
6-Dec-11 0.91 -47 3-Nov-11 0.76 -296 10-Nov-11 0.51 -8
18-Jan-12 0.79 -97 8-Dec-11 0.70 -319 8-Dec-11 0.48 -21
29-Feb-12 0.85 -72 12-Jan-12 0.56 -361 5-Jan-12 0.50 -13
11-Apr-12 0.80 -92 9-Feb-12 0.56 -378 8-Mar-12 0.43 -40
30-May-12 0.83 -81 8-Mar-12 0.51 -396 5-Apr-12 0.41 -48

4-Apr-12 0.61 -358 10-May-12 0.43 -40
7-Feb-13 0.57 -371 7-Jun-12 0.42 -46
7-Mar-13 0.57 -371 5-Jul-12 0.38 -61
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CBA Forecasts: 

 
 

   

Cash rate 19-Sep Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12

US 0.25 0.25 0.25 0.25 0.25 0.25 0.25
Australia 4.75 4.75 4.75 5.00 5.00 5.25 5.25
New  Zealand 2.50 2.50 3.00 3.00 3.50 4.00 4.00
United Kingdom 0.50 0.50 0.50 0.50 0.50 0.75 1.00
Eurozone 1.50 1.50 1.50 1.50 1.75 2.00 2.25
China 6.31 6.56 6.56 6.56 6.81 6.81 7.06
Japan 0.10 0.10 0.10 0.10 0.10 0.10 0.10
2-yr bond yield 19-Sep Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12

US 0.17 0.25 0.30 0.30 0.30 0.40 0.50
Australia 3.55 3.80 4.40 4.60 4.90 5.10 5.20
New  Zealand 3.01 3.00 3.50 3.90 4.20 4.40 4.60
United Kingdom 0.54 0.50 0.60 0.60 0.80 1.20 1.50
Eurozone 0.51 0.50 0.60 0.60 1.00 1.50 2.00
Japan 0.14 0.20 0.25 0.30 0.35 0.40 0.40
10-yr bond yield 19-Sep Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12

US 2.05 2.00 2.20 2.20 2.20 2.40 2.60
Australia 4.17 4.40 4.70 4.70 4.80 4.90 5.00
New  Zealand 4.46 4.40 4.80 5.00 5.00 5.20 5.30
United Kingdom 2.48 2.40 2.50 2.50 2.60 2.80 3.00
Eurozone 1.86 2.00 2.30 2.40 2.60 2.70 2.70
Japan 1.01 1.10 1.20 1.30 1.40 1.50 1.50

Currencies 19-Sep Sep-11 Dec-11 Mar-12 Jun-12 Sep-12 Dec-12

AUD/USD 1.03 1.03 1.04 1.07 1.08 1.08 1.08
AUD/JPY 79.28 78.85 80.08 82.39 83.16 84.24 85.32
AUD/EUR 0.75 0.75 0.75 0.75 0.75 0.75 0.76
AUD/GBP 0.66 0.65 0.65 0.66 0.66 0.66 0.67

AUD/CAD 1.01 1.02 1.04 1.06 1.06 1.06 1.06
AUD/NZD 1.25 1.25 1.27 1.29 1.29 1.29 1.29
USD/JPY 76.92 76.70 77.00 77.00 77.00 78.00 79.00
EUR/USD 1.37 1.38 1.39 1.43 1.44 1.44 1.43

GBP/USD 1.57 1.58 1.60 1.62 1.64 1.64 1.62
USD/CAD 0.98 0.99 1.00 0.99 0.98 0.98 0.98
NZD/USD 0.83 0.82 0.82 0.83 0.84 0.84 0.84
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Calendar – September 2011 

 
 

Note:  Figures in brackets represent previous result (if available).  All information is preliminary and subject to revision.  Chief Economist: Michael Blythe ph: 9118-1101     Economist: James McIntyre: 9118-1100

Monday Tuesday Wednesday Thursday Friday
Early October Central Bank Meetings 1 2
AU NSW Labour Day Holiday, Oct (3 Oct) EZ ECB (8 Sep) AU AI-Group PMI, Aug, Index, (43.4) EU PPI, Jul, m/y%ch, (0.0/5.9)
AU Trade balance, Aug (4 Oct) JP BoJ (7 Sep) AU Capex, QII, q/y%ch, 5.0/18.4, (3.4/10.6) UK PMI construction, Aug, Index, (53.5)
AU Building approvals, Aug (4 Oct) AU Reserve Bank of Australia (6 Sep) AU Retail trade, Jul, m%ch, 0.3, (-0.1) US Non-farm payrolls,  Aug, '000, (117)
AU RBA meeting (4 Oct) CA Bank of Canada rate (7 Sep) NZ Terms of Trade Index, QII, q%ch, (0.9) US Unemployment rate, Aug, %, (9.1)
AU Retail trade (5 Oct) UK BoE (8 Sep) CH PMI Manufacturing, Aug, Index, (50.7) US Avg hrly earnings, Aug, m/y%ch, (0.4/2.3)
AU Housing finance, Aug (12 Oct) NZ RBNZ (15 Sep) JP Vehicle sales, Aug, y%ch, (-27.6) CH Non-Manuf PMI Aug, Index, (59.6) (Sat 3 Sep)
AU Labour force, Aug (13 Oct) US FOMC (20/21 Sep) EU/GE/UK PMI manufacturing, Aug, Index, (49.7/52/49.1)

GE GDP, QII, q/y%ch, (0.1/2.7)
US Construction spending, Jul, m%ch, (0.2)
US ISM manufacturing, Aug, Index, (50.9)
US Total vehicle sales, Aug, mn, (12.2)

5 6 7 8 9
AU CBA/Ai-Group Perf of Serv Index, Aug, (48.8) AU Current acc deficit, QII, $bn, -8.0, (-10.5) AU RBA Governor Glenn Stevems speaks in Perth AU Labour force, Aug NZ Credit card spending, Aug, m%ch, (0.2)
AU TD inflat gauge Aug, m/y%ch, , (0.3/3.2) AU Net export contrib, QII, ppt, 0.2, (-2.4) AU Ai-Group PCI, Aug, Index, (36.1)   employment, '000, 12, (-0.1) CH PPI/CPI, Aug, y%ch, (7.5/6.5)
AU Company profits, QII, q%ch, 2.0, (-2.0) AU Government Finance statsitics, QII AU GDP, QII, q/y%ch, 0.8/0.4 (-1.2/1.0)   unemployment rate, %, 5.0, (5.1) CH Industrial production, Aug, y%ch, (14.0)
AU Inventories, QII, q%ch, 0.0, (0.4) AU Housing finance, Jul, m%ch JP Leading / Coincident index CI, Jul, , (103.2/108.8)   participation rate, %, 65.6, (65.6) CH Retail sales, Aug, y%ch, (17.2)
AU ANZ Job ads, Aug, m%ch, (-0.7)    No. of own-occupiers, %, -1.0, (0.0) JP BoJ target rate, %, 0-0.10, (0-0.10) NZ Manufacturing activity QII, q%ch, (2.9) JP GDP, QII, q%ch, (-0.3)
EU PMI services/composite, Aug, Index, (51.5/51.1)    Value of all loans, %, 2.0, (0.0) GE Industrial production, Jul, m/y%ch, (-1.1/6.7) JP Curr a/c total/adjusted, Jul, ¥bn, (526.9/922.8) JP Consumer confidence, Aug, Index, (37)
EU Retail sales, Jul, m/y%ch, (0.9/-0.4) AU RBA cash rate, %, 4.75, (4.75) UK Industrial production, Jul, m/y%ch, (0.0/-0.3) JP Machine orders, Jul, m/y%ch, (7.7/17.9) GE CPI, Aug, m/y%ch
GE/UK PMI services, Aug, Index, (50.4/55.4) AU NSW Budget UK NIESR GDP estimate,  Aug, m%ch, (0.6) EU ECB announces int. rate, %, 1.50, (1.50) UK PPI Input/Output/core, Aug, y%ch, (18.5/5.9/3.3)

EU GDP, QII, q/y%ch, (0.2/1.7) US Federal Reserve Beige Book UK BoE announces rates, %, 0.50, (0.50) UK Total trade balance, Jul, £bn, (-4.5)
GE Factory orders, Jul, m/y%ch, (1.8/9.5) CA Bank of Canada, %, 1.00, (1.00) US Trade balance, Jul, $bn, (-53.1) US Wholesale inventories, Jul, m%ch, (0.6)
UK New car registrations, Aug, y%ch, (-3.5) US Consumer credit, Jul, $bn, (15.5) CA Unemployment rate, Aug, %, (7.2)
US ISM non-manufacturing, Aug, Index, (52.7) CA Building permits, Jul, m%ch, (2.1) CA Net change in employment, Aug, '000, (7.1)

CA Housing price index, Jul, m/y%ch, (0.3/2.1) CA Housing starts, Aug, '000, (205.1)
CA Trade balance Jul, C$, (-1.6) CH Trade balance, Aug, US$bn, (31.5) (Sat 10 Sep)

12 13 14 15 16
AU Trade balance Jul, $bn, 2.0, (2.1) AU NAB Bus conf/cond, Aug, Index, (2/-1) AU MI/WBC Consumer Sent, Sep, Index, (89.6) AU MI Consumer Inflation Exp., Sep, %, (2.7) EU New car registrations Jul, y%ch, (-8.1)
JP Domestic CGPI, Aug, m/y%ch, (0.2/2.9) NZ Food prices, Aug, m%ch, (2.0) AU DEWR skilled vacancies, Aug, AU MI Unemp. Expt., Sep, Index, (135.1) EU Current account, Jul, €bn, (-7.4)

UK RICS house price balance, Aug, %, (-22.0) AU CPI Seasonal adjustment paper AU Labour Force - Industry, Aug EU Trade balance Jul, €bn, (-1.6)
UK CPI, Aug, m/y%ch, (0.0/4.4); core, y%ch, (3.1) AU Dwelling commencements, QII, q%ch, (f) -2.0 (2.7) AU Motor veh. sales, Aug, m/y%ch, (8.6/0.9) US Uni. Of Michigan confidence, Sep, Index
US Import price index, Aug, m/y%ch, (0.3/1.4) JP Industrial production, Jul, AU RBA Bulletin - QIII 2011

JP Capacity utilisation, Jul, m%ch, (5.2) NZ RBNZ official cash rate, %, 2.50, (2.50)
EU Industrial production Jul, m/y%ch, (-0.7/2.9) NZ Business PMI, Aug, Index, (53.2)
UK ILO unemployment rate (3mths), Jul, %, (7.9) EU ECB Monthly report 
US Producer price index Aug, m/y%ch, (0.2/7.2) EU CPI, Aug, m/y%ch, (-0.6/x.x); core, y%ch, (1.2)
US Retail sales, Aug, m%ch, (0.5) UK Retail sales, Aug, m/y%ch, (0.2/0.0)
US Business inventories, Jul, m%ch, (0.3) US CPI, Aug, m/y%ch, (0.5/3.6); core, (0.2/1.8)

US Current account balance, QII, US$bn, (-119.3)
US Industrial production, Aug, m%ch, (0.9)

19 20 21 22 23
NZ PSI, Aug, Index, (54.5) AU RBA Board minutes, September NZ Visitor arrivals, Aug, m%ch, (2.0) NZ GDP, QII, q/y%ch, (0.8/1.4) AU RBA Financial Stability Review
EU Construction output, Jul, m/y%ch, (-1.8/-11.3) EU/GE ZEW survey (econ. sentiment), Sep, (-40/-37.6) NZ Credit card spending, Aug, m/y%ch, (1.0/7.3) EU Industrial new orders, Jul, m/y%ch, (-0.7/11.1)
US NAHB housing market index, Sep, (15) US Housing starts, Aug, '000, (604) JP Trade bal total/adj, Aug, ¥bn, (72.5/-130.5) US Leading indicators, Aug, m%ch, (0.5)

US Building permits, Aug, '000, (597) UK Bank of England minutes CA Retail sales, Jul, m%ch, (0.7)
CA Leading indicators, Aug, m%ch, (0.2) US FOMC rate decision, %, 0-¼, (0-¼)
CA Wholesale sales,  Jul, m%ch, (0.2) US Existing home sales, Aug, mn/m%ch, (4.67/-3.5)

CA CPI, Aug, m/y%ch, (0.2/2.7)

26 27 28 29 30
NZ Trade balance, Aug, $mn, (129) US S&P/Case-Shiller home price ind., Jul, AU HIA new home sales Aug, AU ABS Job vacancies, Aug, q%ch, (-4.5) AU RP Data house prices, Aug, 
GE IFO - Business climate, Sep, Index, (108.7) US Richmond Fed, Sep, Index, (-10) GE CPI, Sep, AU Population growth, QI, q/y%ch, (0.3/1.5) AU Private sector credit, Aug,
GE Retail sales, Aug, US Durable goodes orders, Aug, m%ch, (4.0) JP Retail sales, Aug, AU Financial Accounts, QII
US New home sales, Aug, m%ch, (-0.7) CA Teranet House Prices, Jul, UK Net consumer credit, Aug, NZ Building permits, Aug,
US Dallas Fed, Sep, Index US GDP, QII, NZ NBNZ Business confidence, Sep, Index

US Pending home sales, Aug, JP CPI, Aug, (0.2)
JP Industrial/Vehicle production, Aug,
JP Construction orders/Housing starts, Aug,
US Personal income/spending, Aug,
US Uni. Of Michigan confidence, Sep, Index
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accepts responsibility for its content. Global Markets Research and the US Broker-Dealer are affiliates under common control. Computation of 1% beneficial 
ownership is based upon the methodology used to compute ownership under Section 13(d) of the Exchange Act. The securities discussed in this research report may 
not be eligible for sale in all States or countries, and such securities may not be suitable for all types of investors. Offers and sales of securities discussed in this 
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have been so registered or qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements. The 
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under the rules of FINRA, the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or regulations of any State. 

European Investors: This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (“CBAE”). The Bank and CBAE are both 
registered in England (No. BR250 and 05687023 respectively) and authorised and regulated in the UK by the Financial Services Authority (“FSA”). This report does not 
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with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those 
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Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the financial products or 
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portfolio targets. Our employees may also receive benefits such as tickets to sporting and cultural events, corporate promotional merchandise and other similar 
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