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Imminent passage of USD1.9 tr fiscal package bolsters sentiment 

Markets traded with more of a positive tone overnight, bolstered by the pending introduction of massive US fiscal 
stimulus and the hope that the speedy development and distribution of Covid-19 vaccines means that the worst may be 
behind us.  

The USD1.9tr US fiscal package narrowly passed through the US Senate this weekend and should pass into law before 
the March 14 deadline in renew employment aid programmes. Next steps include a final House vote in the next day or so 
before President Biden has to sign the bill into law. Close to 305m Covid-19 vaccines have been administered to date, well 
ahead of the 117m number of confirmed cases. New daily US cases averaged about 60k per day, the slowest increase in 
close to a year. Closer to home, there no community cases of Covid-19 in NZ yesterday, with the NZ Government having 
purchased an additional 8.5m doses of the Pfizer vaccine (10m doses in total) for delivery in 2021. 

Government bond yields generally firmed on expectations of economic recovery and concerns over the rise in inflation. 
Treasury yields edged higher overnight, with yields on the 10-year tenor briefly topping 1.61%.  Commodity Futures 
Trading Commission (CFTC) data last week showed net short positioning to US Treasuries climbed to a record high, with 
bets skewed towards higher yields.  European government bond yields were generally higher, with yields on 10-year UK 
gilts (flat at 0.75%) and 10-year German bunds (up 3pbs to -0.28%) about 60bps and 30bps higher, respectively, since the 
start of the year. Japanese bond yields firmed. Australian yields eased after the RBA signalled it would be purchasing 
AUD2bn of 2024-2028 Australian Government bonds.  NZ yields were also a fraction lower. 

Global equities were mostly higher. There was a rotation of demand into cyclicals and materials, with the strongest gains 
in materials, industrials and financial stocks in the S&P500 (+0.9%) and Dow (+2%). Technology stocks lagged (Nasdaq          
-0.5%), although Bitcoin found favour, with prices trading above USD50k. European bourses were firmer (Euro Stoxx 50 
+2.6%, FTSE 100 +1.3%, Dax +3.3%). Equities were generally weaker in the Asian session, with the major Chinese equity 
indices 1% to 2% lower. The ASX (+0.4%) bucked the declining trend (+0.4%), but the NZSX was down 0.8%. 

Commodity prices were generally lower, consistent with the stronger USD. The rebound in US oil refinery production 
after last month’s deep freeze resulted in a close to 2% fall in the near-term contract price for Brent (to USSD68 per barrel) 
and WTI (just under USD65). Prices had earlier hit 2-year highs on signals OPEC+ was unwilling to significantly increase 
production capacity and on reports of an unsuccessful attack on a Saudi oil production facility. Gold prices fell. 

Data wrap:  German January industrial production fell by a weaker than expected 2.5% mom in January, with upward 
revisions for December (mkt: -0.4% mom, -3.9% yoy). Sentix investor confidence for the Eurozone firmed to 5.0 (mkt: 1.4, 
prior -0.2). US January wholesale trade sales (4.9% mom) were considerably stronger than expected, with December 
revised up to 1.9% mom. Wholesale inventories rose 1.3% mom, unchanged on preliminary readings. 

FX comment: The USD remained well supported overnight, with the NZD one of the weaker performers of the G10 
currencies. The NZD traded in a 0.7100 to 0.7170 USD range overnight and has hovered around 93 Australian cents. 
Despite the recent pullback in the NZD, our bias is in favour of a stronger NZD. Yesterday our CBA colleagues updated their 
currency forecasts, and have the USD trending lower, with the NZD (0.74 USD by end-2021, AUD (0.81 USD) the major 
beneficiaries of the improved global outlook. 

Day ahead:  NZ business employment and manufacturing data will be pivotal for Q4 NZ GDP (we have pencilled in a 0.1% 
qoq GDP increase). The March ANZ NZ Business Outlook will be looked for positive signs ahead for economic activity and 
the labour market and whether cost and pricing metrics have remained elevated.  NAB Australian business confidence 
(prior 10) and conditions (7) are out along with the Q2 manpower labour market data for Australia (12% prior) and China 
(6%). Final Q4 readings for Eurozone employment (prior: 0.3% qoq, -2% yoy) and GDP (mkt: -0.6% qoq, -5.0% yoy) are out 
tonight ahead of February US NFIB small business optimism (mkt: 96.5, prior 95). Author: mark.smith4@asb.co.nz 
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Currencies Currencies Commodities Equities

NZD/USD 0.7147 -0.3% NZD/SEK 6.123 0.1% NZX WMP 4275.0 1.5% Dow 32122 2.0%

NZD/AUD 0.9311 -0.2% NZD/DKK 4.481 0.2% Gold $/o 1682.2 -1.1% S&P 500 3878 1.0%

NZD/EUR 0.6025 0.2% NZD/THB 22.0 0.3% WTI Oil $/b 65.1 -1.5% NASDAQ 12829 -0.7%

NZD/JPY 77.79 0.2% AUD/USD 0.7675 -0.1% Money Market (%) FTSE 6719 1.3%

NZD/GBP 0.5164 -0.3% EUR/USD 1.186 -0.4% 90 Day BB 0.32 0.00 CAC-40 5903 2.1%

NZD/CAD 0.9038 -0.2% USD/JPY 108.9 0.5% OCR 0.25 0.00 DAX 14381 3.3%

NZD/CHF 0.6683 0.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28541 -1.9%

NZD/HKD 5.553 -1.5% NZ 1.88 -0.04 1yr 0.34 -0.04 Nikkei 28743 -0.4%

NZD/SGD 0.9643 0.3% US 1.59 0.03 2yr 0.55 -0.01 ASX200 6740 0.4%

NZD/CNH 4.674 0.2% Aust 1.78 -0.06 5yr 1.25 -0.03 NZX50 12085 -0.8%
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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.  
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