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Rollercoaster ride continues 

The rollercoaster ride in global markets continued overnight, with solid global manufacturing data and hopes of 
impending economic re-openings bolstering sentiment. However, concerns over economic overheating remain.  Our view 
was that some market volatility was to be expected over early 2021 as the global economy faces offsetting events, 
including a global pandemic, the demonstration of considerable adaptability of resilience and a mountain of policy 
stimulus.  On the latter, Senate Democrats were reportedly planning to ditch the USD15 hourly minimum wage in the 
upcoming Senate vote on the USD1.9tr US fiscal package after it was ruled this could not be pushed through via a simple 
majority vote.   

After peaking as high as 1.61% late last week and easing to 1.40% late last week, there was a modest firming in US 10-year 
Treasury yields (10Y 1.44%) with a curve steepening bias. European 10-year government bond yields were uniformly 
lower overnight, with falls of around 10bps for most sovereigns. Australasian longer-term yields were down sharply. 
Australian yields were lower across the curve with heavier falls for longer-dated bonds (down 25-30bps) after the RBA 
announced plans to purchase AUD4bn of 2024-2028 Australian Government bonds (versus just AUD1bn of bond issuance 
this week). NZ yields were also lower (down 10-20bp for 7+ years), helped by $80m of RBNZ purchases of the 2025 NZ 
Government bond.   

Global equities firmed.  US equity indices rebounded, with sizeable lifts for the S&P500 (2.2%), Dow (1.9%), and Nasdaq 
(2.2%).  Equities in Europe held onto and mostly extended opening gains (Euro Stoxx 50 +1.9%, Dax 1.6%, FTSE 100 1.6%).  
Equities were up in the Asian session, with gains in Japan (Nikkei + 2.4%), China, Hong Kong and Australia (ASX +1.7%) with 
the NZX50 managing a 0.6% climb. Commodity prices, however, were generally lower. Fears of slowing Chinese demand 
weighed on oil prices (WTI 60USD, Brent 63.40 USD ahead of a key OPEC+ production setting meeting.  Prices for metals 
and agricultural commodities were generally lower. 

The US February ISM manufacturing index surged to 60.8, its highest level in 3 years and equal highest reading since 
1987 (mkt: 58.6, prior 58.7). New orders (64.8), production (63.2) and employment (54.4) firmed, with higher material 
costs and shortages for some key components (including semi-conductors) seeing prices paid for inputs hit their highest 
level (86) since 2008.  February manufacturing PMIs strengthened in Australia (56.9 vs. 56.6 prior), Japan (51.4 vs. 50.6 
prior), Germany (60.7 vs. 60.6 prior), the Eurozone (57.9 vs. 57.7 prior), and held steady in the UK (54.9). The Caixin 
manufacturing PMI for China followed its official counterpart lower, easing to 50.9 (mkt: 51.4, prior 51.5).  

COVID-19 update: Global Covid-19 cases (114m, 360k per day) continue to fall further behind vaccinations (241m, 2.5m 
per day), although The World Health Organisation has called for caution with the first increase in global cases in two 
months. The Johnson & Johnson one-shot Covid-19 vaccine was cleared by US authorities. Italy has started to impose curbs 
in some cities. No new community cases were reported for COVID-19 in NZ yesterday, although it is still early days. 

Australian dwelling prices surged 2% in February (+2.6% yoy), with more sizeable lifts in regional areas and detached 
homes. Our CBA colleagues expect double-digit dwelling price gains over the next two years. Housing lending jumped 
10.5% in January (+44.3% yoy), pointing to strengthening momentum for housing demand. Q4 partials for Australian GDP 
(company profits -6.6% qoq due to lower government subsidies, wages & salaries +1.4% qoq) were broadly as expected by 
our CBA colleagues, who retain their 2.8% qoq Q4 pick for GDP. 

FX Update: Improved risk appetite helped to support commodity currencies, with the NZD trading in a 0.7220 to 0.7290 
USD range overnight and well below last week’s 0.7465 high. NZD direction will hinge on swings in global sentiment, with 
equity market direction a clear barometer. The NZD was down to 0.9350AUD and will take direction from today’s RBA 
decision. 

Day ahead: NZ merchandise Terms of Trade (mkt: +1.0%, ASB 1.7%%) are expected to recover some of their Q3 decline 
and remain at historically-high levels. Australian January building approvals (mkt: -2.0% mom), Q4 Balance of Payments 
(CBA: $A13bn) and net exports data are out. Our CBA colleagues expect the RBA to leave policy settings unchanged (0.1% 
cash rate and 0.1% 3-year bond yield target) and take a dovish line by reiterating its on-hold until 2024 message and 
commitment to using asset purchases to keep yields low. German retail sales (Jan: +0.5% mom) and Eurozone CPI 
(headline: 0.9% yoy, core 1.1% yoy) readings are out tonight. There could be a few market headlines from comments by 
Fed policymakers over the next day or so. Author: mark.smith4@asb.co.nz  
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      Important Disclaimer 

 

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 0.7270 0.5% NZD/SEK 6.135 0.5% NZX WMP 3750.0 0.3% Dow 31642 2.1%

NZD/AUD 0.9349 -0.3% NZD/DKK 4.488 0.7% Gold $/o 1722.5 -0.7% S&P 500 3904 2.3%

NZD/EUR 0.6036 0.6% NZD/THB 22.0 1.6% WTI Oil $/b 60.6 -1.4% NASDAQ 13561 2.6%

NZD/JPY 77.69 0.6% AUD/USD 0.7776 0.8% Money Market (%) FTSE 6589 1.6%

NZD/GBP 0.5223 0.7% EUR/USD 1.204 -0.2% 90 Day BB 0.32 0.01 CAC-40 5793 1.6%

NZD/CAD 0.9202 0.0% USD/JPY 106.9 0.3% OCR 0.25 0.00 DAX 14013 1.6%

NZD/CHF 0.6657 1.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 29453 1.6%

NZD/HKD 5.639 0.1% NZ 1.74 -0.16 1yr 0.34 0.01 Nikkei 29664 2.4%

NZD/SGD 0.9652 0.1% US 1.45 0.04 2yr 0.47 -0.01 ASX200 6790 1.7%

NZD/CNH 4.702 0.7% Aust 1.69 -0.25 5yr 1.11 -0.09 NZX50 12302 0.6%
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