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Next round of US stimulus gets closer as wholesale rates continue their climb 

Over the weekend, the US House of Representatives approved the $1.9 trillion stimulus package championed by 
President Biden, taking the bill one step closer to fruition. The package – which includes USD$1,400 direct payments to 
many Americans – must now go to the Senate, which is more-likely-than-not to give its approval. US lawmakers are aiming 
to have the bill on the President’s desk by March 14th, when a number of key benefits expire. Despite all the recent 
speculation around overheating and a potential uptick in inflation, the new administration remains focus on remaining 
pockets of weakness in the US economy, with the Treasury Secretary Janet Yellen saying “people need more help putting 
food on the table and keeping a roof over their head until the virus is under control.” 

Global bond yields eased a shade on Friday but remained well up over the week. The ‘reflation’ trade was the theme of 
the week, driven by the strengthening global economic recovery, investor expectations of higher inflation, and the 
prospect that policy rate hikes may not be as distant as they once seemed. The yield on the US 10-year eased to around 
1.4% on Friday after hitting 1.6% earlier in the week and remains up more than 50 basis points over the year. NZ bond 
yields also rose sharply over the week in the aftermath of the RBNZ meeting, with the 10-year nearing 2% at times on 
Friday and closing the week sitting at 1.89% - a lift of more than 30bps over the week. 

Share markets were lower across the board on Friday. The Dow Jones fell 1.5% and the S&P 500 slid 0.48%, while the 
tech-heavy Nasdaq managed a 0.56% bounce after being hit by the sell-off in tech shares earlier in the week. Similar 
themes were evident in Europe, with the pan-European Stoxx down 1.33% and the FTSE falling 2.53%. In the local market, 
the NZD bucked the trend, lifting 0.71%. Equity markets have been on a tear over recent weeks amid the improving 
economic outlook, but the prospect of rising interest rates started to weigh towards the end of the week, and most indices 
ended the week lower.  

Commodity prices edged downward on Friday but remained well up over the week. Brent crude eased to just over 
USD$64 a barrel, but was still up 2.4% over the week, and not too far shy of post-COVID highs. Most base metals also 
gained over the week. There was no Global Dairy Trade auction last week. 

Data wrap: Friday saw the release of domestic merchandise trade data for January, which showed NZ recording a $626m 
trade deficit over the month. Both export (-10.4%) and import (-5%) values were down on year-ago levels, but our annual 
trade surplus remains elevated at $2.7bn after hitting record highs towards the end of last year. NZ consumer data eased a 
smidge in the ANZ survey for February. The survey also showed higher inflation and house price inflation expectations as 
key themes. In the US, Private Consumption Expenditure (PCE) deflator data were released over the weekend, along 
with the latest Michigan Uni Sentiment Survey. Core PCE inflation lifted 1.5% in January, in line with expectations and 
below the Fed’s 2% target. Consumer sentiment was little changed in the February survey and similarly in line with market 
expectations. Elsewhere, Chinese PMI data were below expectations, but still showed an expansion at 50.6. 

FX Update: The safe-haven USD and JPY were the big winners in US and European trade on Friday, benefitting from the 
anxiety on Wall Street. The NZD gave up most of its post-RBNZ gains against the USD when it passed the 0.74 mark, ending 
the week around 0.7233. The AUD ended the week lower against all the major crosses ahead of tomorrow’s RBA meeting, 
with the NZD/AUD trading around 0.9386. 

Day ahead: There is no local data of note today, with attention instead focused on developments following the move back 
up alert levels on Sunday. Across the Tasman, there are a number of releases, with the latest manufacturing indices, 
Melbourne Institute inflation outlook and job advertisements for February released. Overnight, the February ISM 
manufacturing index is released in the US. In Europe, manufacturing PMI data for February are out. 

Week ahead local: First off the rank this week are NZ’s goods Terms of Trade data for Q4, released tomorrow. We expect 
the release to show a modest 1.7% lift, partially reversing last quarter’s decline and meaning NZ’s Terms of Trade will 
remain near historic highs. Building consents data for January are out on Wednesday. After strong lifts over recent months, 
we expect building demand to remain high over 2021.  Friday sees the release of Q4 building activity (work put in place) 
data. Amid low interest rates and NZ’s chronic housing shortage, we expect a 1.6% lift. 

Week ahead international: The key international event this week is the RBA’s interest rate announcement on Tuesday 
afternoon. Our CBA colleagues expect the RBA to leave policy settings unchanged, and to try and stem the ‘reflation’ trade 
by keeping a very dovish line. That’s quickly followed by Q4 Australian GDP on Wednesday. Our CBA colleagues have 
pencilled in a sizable 2.8% lift, as the recovery continues. Other releases across the Tasman include Q4 Balance of 
payments on Tuesday (CBA: $A13bn) and January retail trade on Thursday (CBA: +0.6%). Internationally, EU CPI data are 
out on Tuesday (mkt: +0.2% mom), and non-farm payrolls are out in the US on Thursday (mkt: +180k). Author: 
nathaniel.keall@asb.co.nz  
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This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or needs. 
Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard to your 
objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the 
information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, 
reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this document are subject 
to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by ASB Bank Limited. We are 
under no obligation to, and do not, update or keep current the information contained in this document. Neither ASB nor any person involved in the 
preparation of this document accepts any liability for any loss or damage arising out of the use of all or any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to contingencies 
and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant that any of these 
valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.  

 

Currencies Currencies Commodities Equities

NZD/USD 0.7239 0.1% NZD/SEK 6.108 0.0% NZX WMP 3740.0 -0.1% Dow 30932 -1.5%

NZD/AUD 0.9391 0.1% NZD/DKK 4.459 0.1% Gold $/o 1734.0 -2.1% S&P 500 3811 -0.5%

NZD/EUR 0.5996 0.1% NZD/THB 22.1 2.1% WTI Oil $/b 61.5 -3.3% NASDAQ 13192 0.6%

NZD/JPY 77.08 0.1% AUD/USD 0.7708 0.0% Money Market (%) FTSE 6483 -2.5%

NZD/GBP 0.5187 0.0% EUR/USD 1.208 0.0% 90 Day BB 0.31 0.00 CAC-40 5703 -1.4%

NZD/CAD 0.9214 0.2% USD/JPY 106.6 0.0% OCR 0.25 0.00 DAX 13786 -0.7%

NZD/CHF 0.6572 0.0% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28980 -3.6%

NZD/HKD 5.610 0.0% NZ 1.90 0.03 1yr 0.33 -0.03 Nikkei 28966 -4.0%

NZD/SGD 0.9642 0.0% US 1.40 -0.12 2yr 0.48 -0.09 ASX200 6673 -2.4%

NZD/CNH 4.687 0.1% Aust 1.94 0.20 5yr 1.20 -0.12 NZX50 12227 0.7%
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