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Trans-Tasman bubble from April 19, but flyer beware 

Yesterday NZ Prime Minister Ardern announced that from 11.59pm on April 18 two-way quarantine free Trans-Tasman 
travel will resume. A ‘flyer beware’ principle will apply, with Trans-Tasman travel potentially paused or suspended if there 
are community outbreaks on either side of the Tasman (a new state-by-state framework of continue, pause and suspend 
was introduced). Quarantine-free travel for around 40% of our international visitor market will provide a welcome boost to 
airlines, airports and to tourism-dependent regions/sectors that had been struggling. However, it will not be a return to 
the tourism boom of old given the risks of another viral outbreak, chronic labour shortages, and with many people still 
highly reluctant to travel during a global pandemic. The creation of a Trans-Tasman bubble will free up more MIQ space 
(1,000 to 1,300 rooms per fortnight). However, with the Government to hold 500 rooms as a contingency and looking to 
decommission some facilities for low-risk countries, the impact may not be as large as it would otherwise be. 

Global prospects continue to look up, buoyed by vaccine rollouts and the massive dollop of policy stimulus. Overnight, 
the IMF lifted its forecasts for global growth (yet again), with 6% growth now forecast for 2021 (5.5% prior), the most in 
close to 40 years. Growth forecasts for 2022 were also bumped up to 4.4% (4.2% prior).  However, it would not be until 
2022 that many advanced economies return to pre-pandemic output levels (2023 for emerging and developing 
economies).  The IMF reiterated that policymakers should “gradually” scale back fiscal support and give “clear forward 
guidance” on monetary policy settings.  

Market movements were modest overnight. The major US stock indices hovered around record highs, with falls for 
healthcare stocks and financials offset by gains in retailers. European equities rose to record highs (Eurostoxx 600 +0.70%), 
with solid gains in most of the major bourses (FTSE 100 1.3%, Dax +0.70%) as investors looked past the slow pace of 
vaccinations in mainland Europe and focused on improved global prospects. Australian equities suffered mixed fortunes 
(ASX 200 +0.8%, NZX 50 -0.70%), with mixed movements in Asian stock indices. The USD was also generally lower. 

US Treasury yields were slightly lower (10Y 1.65%) with the curve flatter as reflation fears were put on the backburner.  
Markets appear to have taken comfort from earlier comments by US Secretary Yellen (who knows a thing or two about 
central banking) that the USD1.9tr pandemic relief bill would not stoke inflationary pressure. European yields edged higher 
overnight. Australian yields fell after the RBA maintained a dovish policy outlook (see below). NZ yields were also generally 
lower, with little immediate reaction to the Trans-Tasman bubble announcement. 

Commodity prices were generally firmer on USD weakness. Oil prices were pushed higher on reduced hopes of a revived 
Iranian nuclear accord. Despite soft signals from the futures market, GlobalDairyTrade auction prices barely budged, with 
the overall index up 0.3% and prices for wholemilk powder flat at USD4,085 per metric tonne. We expect a $7.60kgMS 
Fonterra milk price for this season.  

Improving services sector data reaffirmed the strong global growth outlook. The Chinese services PMI came in a stronger 
than expected 54.3, its highest reading for 2021 (mkt: 52.1, prior 51.5). Earlier data for the US had shown the services PMI 
at 60.4, its highest level on record, with the services ISM (headline 63.7, production 69.4, new orders 67.2) at its highest 
level since records began in 1997. US Jolts job openings for February rose to a two-year high (7,367k versus 6,900k mkt). 

The RBA held the cash rate and target on the 3-year Australian bond at 0.1% and maintained the broad parameters of the 
Term Funding Facility and the government bond purchase program. It reaffirmed that it will not increase the cash rate until 
2024 when the labour market was deemed to be strong enough to ensure inflation is sustainably within the 2-3% target 
range. It will decide later this year whether to shift the maturity of the 3-year target or to maintain the April 2024 bond. 
The RBA acknowledged that the economic recovery was well underway and had been stronger than expected, with the 
Bank keeping close tabs on the housing market. Our CBA colleagues expect that the RBA may be forced to change its view 
on the policy outlook later this year if the Australian economy remains stronger than predicted. 

FX comment: Sterling, CAD and the USD were the major laggards overnight with the NZD generally weaker against other 
G10 currency pairs.   The NZD is currently towards the top of its 0.7005 to 0.7055 USD overnight range. It has slowly 
ground lower against the AUD to be hovering around 0.92 at the time of writing.  

Day ahead. Very little on the local calendar today. Final March services PMIs are out for Australia (56.2 prior), Germany 
(mkt: 50.8), the Eurozone (mkt: 48.8) and UK (mkt: 56.8).  The US FOMC meeting Minutes (6am tomorrow) are expected to 
reaffirm that a sustained lift in inflation remains some way away with the Fed to remain patient. 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 0.7051 -0.1% NZD/SEK 6.079 -1.1% NZX WMP 3835.0 0.0% Dow 33422 -0.3%

NZD/AUD 0.9203 -0.3% NZD/DKK 4.418 -0.6% Gold $/o 1741.8 0.8% S&P 500 4076 0.0%

NZD/EUR 0.5941 -0.6% NZD/THB 22.1 0.5% WTI Oil $/b 59.3 1.2% NASDAQ 13711 0.0%

NZD/JPY 77.45 -0.6% AUD/USD 0.7662 0.2% Money Market (%) FTSE 6824 1.3%

NZD/GBP 0.5100 0.5% EUR/USD 1.187 0.5% 90 Day BB 0.35 0.00 CAC-40 6131 0.5%

NZD/CAD 0.8867 -1.8% USD/JPY 109.9 -0.3% OCR 0.25 0.00 DAX 15213 0.7%

NZD/CHF 0.6567 -0.6% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28939 2.0%

NZD/HKD 5.483 -2.7% NZ 1.78 -0.03 1yr 0.36 0.00 Nikkei 29697 -1.3%

NZD/SGD 0.9442 -0.3% US 1.66 -0.04 2yr 0.45 0.01 ASX200 6886 0.8%

NZD/CNH 4.611 -0.6% Aust 1.79 -0.06 5yr 1.09 -0.01 NZX50 12400 -0.7%
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