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Waiting for signs  

Markets were largely directionless overnight, waiting for signals on the US fiscal package and largely ignoring the Trump 
impeachment trial. Investors also look to be pondering whether the global economy was on the cusp of overheating 
following tame consumer price inflation data and the cautious tone struck by global central banks. Yesterday, Fed Chair 
Powell reiterated that with US employment currently 10 million below pre-pandemic levels and with the actual US 
unemployment rate closer to 10% after adjusting for low workforce participation, the US economy was a long way away 
from full employment. A full US labour market recovery would require “more than supportive monetary policy” and would 
need a society-wide commitment from both the private sector and government. US interest rates were unlikely to move 
up until the Fed’s employment goals had been achieved.   

Global equities generally traded on thin volumes. The S&P500 edged lower for its 3rd consecutive day, led by falls in 
energy, industrial and financial stocks. New economy stocks remained in vogue, with technology stocks in the S&P500 and 
the Nasdaq eking out modest gains. Rising technology stocks contributed to modest lifts in European bourses (Eurostoxx 
50 +0.6%, Dax +0.8%, FTSE 1000 +0.1%).  There was little movement in Asian equities, with the Chinese and South Korean 
markets closed.  The NZSX50 was down 0.5%, its third consecutive daily fall. 

Energy and metal commodity prices were generally lower, reversing the previous session’s climb. Oil prices eased after 
solid gains following lower reported air traffic volumes in China and the weaker assessment of global demand from the 
International Energy Agency. Gold prices fell. See-saw movements in Bitcoin continued, with the cryptocurrency moving 
above USD47,000. 

US Treasury yields edged higher on low volumes ahead of major US debt sales (10Y 1.16%), with a mild curve steepening 
bias. European 10-year bond yields unwound the previous session climbs, and Italian yields fell further to a record low 
(0.48%). NZ yields were slightly lower yesterday and the curve flatter, further unwinding earlier gains. Ten-year NZ swap 
yields are currently 1.38% after moving as close to 1.50% at the start of the week. The yield curve (2s10s) is flatter, down 
to just over 100bps (103bps) versus a Tuesday high of 112bp. Yesterday’s $450m tender of the NZ 2024, 2027 and 2041 
bond attracted strong demand, with more than $1.6bn in bids and with yields for all 3 bonds trading 2-5bps below mid-
market levels. 

Relations between the US and China would not have been helped after US President Biden voiced concern over China’s 
“unfair economic practices”, human rights abuses and “increasingly assertive” actions towards Taiwan.  Biden tweeted he 
told President Xi, “I will work with China when it benefits the American people”. This will be an area to watch in 2021.  

US jobless claims eased, but from a higher base following upward revisions to prior weeks. Initial jobless claims edging 
lower from a higher revised base (793k, mkt: 760k, prior: 812k). Continuing claims were higher than expected at 4,545k 
(mkt:4,420k) but fell to their lowest level since March 2020. 

NZ retail card spending data for January showed a deceleration in annual growth to 1.9% from the 3.5% annual rate in 
December. Seasonally-adjusted retail transaction values dipped 0.4% mom (-0.7% core ECT), weighed by weaker 
consumable and apparel spending, offsetting a 2% rebound in durable spend.  Closed borders remain a key headwind to 
retail spending over 2021, but stronger income growth on an improving labour market could provide some positive offset.   

FX update: A choppy session overnight for global currency markets, with the NZD, AUD making gains. The NZD traded in a 
0.7215 to 0.7255 USD overnight range. The NZD continued to lose ground against the AUD, which is currently around 0.9325 
AUD.  The unwinding of the reflation trade had earlier weighed on the NZD but, with positioning still in favour of NZD upside 
and with liquidity set to remain thin with holidays in Asia, there is scope for a turnaround in NZD direction.  

Day ahead: REINZ NZ January housing market data may be released today (or more likely early next week) and should 
remain robust. The NZ January manufacturing PMI will be looked for improving signs (prior 48.7) given the earlier lift in 
sentiment measures and robust construction sector activity. A seasonal January increase of just over 1% is expected for NZ 
food prices.  UK Q4 GDP (mkt: +0.5% qoq) and December monthly figures on industrial production and trade are due 
tonight. Modest improvement is expected from the US February University of Michigan survey (mkt: 80.8, prior 79, 
historical average 86.2). 
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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 0.7226 0.2% NZD/SEK 6.019 0.4% NZX WMP 3535.0 1.0% Dow 31326 -0.4%

NZD/AUD 0.9324 -0.1% NZD/DKK 4.431 0.2% Gold $/o 1826.3 -0.9% S&P 500 3905 -0.1%

NZD/EUR 0.5958 0.2% NZD/THB 21.6 0.1% WTI Oil $/b 58.3 -0.6% NASDAQ 13996 0.1%

NZD/JPY 75.69 0.2% AUD/USD 0.7750 0.3% Money Market (%) FTSE 6529 0.1%

NZD/GBP 0.5233 0.4% EUR/USD 1.213 0.0% 90 Day BB 0.29 0.00 CAC-40 5670 0.0%

NZD/CAD 0.9175 0.4% USD/JPY 104.8 0.1% OCR 0.25 0.00 DAX 14041 0.8%

NZD/CHF 0.6436 0.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 30174 0.4%

NZD/HKD 5.602 0.2% NZ 1.30 -0.09 1yr 0.28 0.00 Nikkei 29563 0.2%

NZD/SGD 0.9576 0.1% US 1.16 0.03 2yr 0.35 0.00 ASX200 6850 -0.1%

NZD/CNH 4.641 0.2% Aust 1.19 -0.04 5yr 0.79 -0.02 NZX50 12761 -0.5%
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