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US President Biden proposes US$2 trillion infrastructure spending plan 

Last Thursday (NZT) US President Joe Biden unveiled yesterday the first of a two-part fiscal plan to raise US economic 
growth potential. The Americans Jobs Plan is a US$2 trillion infrastructure spending plan (spread out over eight years) 
alongside big corporate tax hikes. Biden’s tax proposal is a reversal of former President Trump and congressional 
Republicans’ 2017 changes and would lift the corporate tax rate to 28% from the current 21% rate. The Americans Family 
Plan will focus on social infrastructure (like childcare and healthcare reforms) and will be released in the coming weeks.  

US Non-farm Payrolls data last Friday showed the U.S. economy added more new jobs than expected in March. The 
Bureau for Labor Statistics said 916,000 new jobs were created in March, beating expectations centred on a lift of 675,000. 
The employment lift saw unemployment rate dip to 6%. February's data were also revised to show 89,000 more jobs were 
created than initially shown in last month’s report. US shares finished last week on a strong note, with the S&P 500 lifting 
1.2% and trading at an all-time high.  

The official Chinese Manufacturing Purchasing Managers’ Index (PMI) lifted more than expected to 51.9 in February from 
50.6 in January. China’s non-manufacturing PMI also lifted, printing at 56.3.  Readings above 50 point to growth.  

Australian economic data released last week continued to point to favourable growth momentum. The number of job 
vacancies rose to a new high in February validating the idea that skill shortages and wage pressures may start to manifest 
themselves. The trade surplus (goods and services) dipped in February on faster import growth, suggesting domestic 
demand activity is improving. Dwelling prices surged by 2.8% across the eight capital cities in March to be up 4.8% year-
over-year. Retail spending fell by 0.8% in February (consensus: -1.1%) but is up 9.1% on a year ago. The Australian All Ords 
sharemarket index was up 0.7% on Friday.  

The S&P/NZX 50 sharemarket index rose 0.9%  to 12,561 on Friday, led by Mercury which rose 4.8% to $6.50. The NZ 
sharemarket’s weakness over the first two months of the year means the NZX 50 remains around 7% below its January 
peak. Meanwhile, NZ long-term yields rose over the past week, with the 10-year government bond yield and 10-year swap 
rate both up 18bps to 1.82% and 1.95%, respectively. US yields were little changed overnight. 

FX comment: The VIX index, a measure of sharemarket volatility has fallen to its lowest level in a year, as the sharemarket 
sets fresh highs.  This combination of positive risk signals contributed to a softer USD. In turn, that’s pushed the NZD/USD 
up to start the week trading above 0.7000 again.  

Week ahead local:  It’s a quiet week in NZ, starting with tonight’s Global Dairy Trade event. On Thursday the provisional 
ANZ Business Outlook survey is due. Late this week/early next week we receive REINZ’s March housing data. 

Week ahead offshore:   We expect policy to remain on hold at the Reserve Bank of Australia’s announcement this 
afternoon.   The other focus at today’s meeting will be any further guidance on the RBA’s 3-year bond yield target. At some 
point in coming months the RBA will have to decide whether to switch the target to the November 2024 bond, or continue 
to peg it to the April 2024 bond.   We expect the latter due to the significant improvement in the domestic economy.  The 
RBA’s semi-annual Financial Stability Review will be released Friday. In the US, President Biden’s proposed infrastructure 
package will be a focus for markets early this week. Then attention will shift to the US FOMC Meeting Minutes on 
Thursday. Although we expect the meeting minutes are unlikely to unveil any new information, market participants will 
pay close attention to the Committee’s discussions around the inflation outlook.  In China inflation data are due on Friday. 
We expect a rebound to 0.4%p.a. after falls the past two months. Producer Price Inflation is expected to be 3.3%p.a. 
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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.  
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