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Top News

NZ dollar hits 5-month high as US-China trade tensions ease

The New Zealand dollar rose above 69 US cents for the first time since June
as Chinese and US leaders found common ground to deflate trade tensions
that threaten to slow the global economy.

The kiwi jumped to 69.16 US cents at 8am in Wellington from 68.78 cents
on Friday in New York and 68.65 cents in Asia last week. The trade-
weighted index advanced to 75.31 from 75.05 last week.

New Zealand is the first market to open since the G20 leaders' summit in
Buenos Aires over the weekend, where US and Chinese presidents Donald
Trump and Xi Jinping agreed to measures cooling their trade dispute.

The US won't push through increased tariffs from January, China agreed to
buy a substantial amount of American products, and both parties will
discuss structural changes to intellectual property protection, non-tariff
barriers, cyber intrusions, services and agriculture. The stoush has
threatened to slow global growth and weighed more heavily on open
trading economies such as New Zealand.

"The US-China trade war has been a key driver of markets for much of this
year and a de-escalation of tension sets the scene for a broadly-based rally
in risk assets," Bank of New Zealand senior markets strategist Jason Wong

said in a note. "We will have to revise our NZD forecasts higher."

Earlier forecasts had been "based on further tariffs proceeding, with the
associated hit to global growth and spillover effects."

NZ shares to rise after key bogeymen vanquished, at least for now

Expect share markets both in New Zealand and around the world to rally
today after two of the bogeymen spooking investors have abated, at least
for now.

Bogeyman one was the trade war between China and the United States.
They called a truce when their presidents, Xi Jinping and Donald Trump,
met for dinner at the G20 meeting in Buenos Aires over the weekend.

And bogeyman two was the threat of higher US interest rates. US Federal
Reserve chair Jerome Powell last week moderated his stance to interest
rates, saying they were now “just below neutral”, in contrast to previous
comments that rates were “a long way from neutral.”

NZX, the first market in the world to open after the weekend, should lead
the way higher after gaining 1.4 percent last week, easing its losses for the
quarter-to-date to 5.6 percent.

The key US index, the S&P 500 Index, had an even stronger 4.9 percent
rebound and it's now just 5.8 percent lower than its record closing high in
September — at one point, it was more than 10 percent down.

“It's pretty safe to say last week's rally will continue because two big issues
have been diffused for the time being,” said Mark Lister, the head of
wealth research at Craigs Investment Partners.

The US-China trade truce “is definitely a positive. | think that will be good
enough to keep last week's rebound continuing. Markets will now be on a
surer footing.”
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