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Political developments still dominating column inches  

Political news has been dominating headlines overnight, as the hullabaloo in the US continues. Democrats in the US 
House of Representatives have moved to open debate on impeaching President Trump in response to the insurrection in 
the Capitol last week. For virtually the first time in the past four years, a handful of senior Republicans in Congress are 
breaking with the President, with the No. 3 Republican in the House, Liz Cheney, voting in favour of the motion. The New 
York Times reports that outgoing Senate Majority Leader Mitch McConnell is privately supportive, though it looks like any 
trial won’t be happening until after President-elect Biden is sworn in. President Trump isn’t going quietly, saying that 
impeachment was “causing tremendous danger to our country”. Three Cabinet members have now resigned in response to 
the riot last week. All up, its looking like a very uncertain start for the nascent Biden administration. 

Democrats are determined not to let the chaotic transition hamper efforts to pass further COVID relief. In a letter to 
Democratic Party Senators yesterday, incoming Majority Leader Chuck Schumer said that a new COVID relief package 
would be ‘first priority,’ including $2,000 direct checks and more funding for the vaccine rollout. With the Senate divided 
50:50, further stimulus isn’t a fait accompli, but continues to look more likely than not. 

US Markets still aren’t all that bothered by the stoush in the US, with major equity indices advancing overnight. The 
S&P500 is currently up 0.3%, the Dow has lifted 0.2% and the Nasdaq has risen 0.6%. Investors look like they are 
continuing to place more emphasis on the prospects for further fiscal stimulus. Still, Treasury yields have dipped a bit in 
response to some dovish Fed comments and a bit more investor caution. At the time of writing, the yield on the US 10-
year was back a shade around 1.08%, still well above what it was mere months ago. Also, in the US, CPI data showed 
inflation lifting 0.4% in December, a bit of a pickup from November.  

In Europe, the Italian government is on the brink of collapse, after losing support from a key coalition partner, despite 
pleas for unity given the big hit the Italian economy is facing. Despite the upheaval, European shares managed some 
modest lifts overnight, with the pan-European Stoxx up 0.1%. European bond yields were broadly lower across the board 
amid some dovish ECB comments. 

Central Bank Kremlinology: Yesterday, a handful of Fed officials poured cold water on the notion the bank might pare back 
bond purchases.  The move followed recent comments from other Fed officials that emphasised the US economic rebound 
could surprise on the upside. St Louis Fed President James Bullard suggested the economy needed to get through the 
pandemic before any debate on scaling back asset purchases, whilst Boston Fed President Eric Rosengren said “I expect it 
to be a little while before we’re even talking about tapering on our purchases of government and mortgage backed 
securities.” There were dovish comments from ECB officials overnight too, with Vice President Francois Villeroy de Galhau 
pledging the bank would maintain support for as long as needed. 

Oil prices are continuing their winning streak. Brent crude prices hit USD$57.42 overnight – nearly at an annual high. A 
whole host of factors are supporting the rally, including falling inventories, output cuts by the Saudis and ongoing hopes 
that the post-vaccine world could see a surge in economy activity. The weaker dollar of late isn’t hurting either. 

Bitcoin is still on a rollercoaster ride, with prices currently sitting around USD$34,800 after a bit more fluctuation. The 
ECB is now also weighing in on the Bitcoin debate, with Christine Lagarde calling for the cryptocurrency to face tighter 
regulations. 

FX: Last night saw the USD recover ground against most crosses, with the NZD/USD sitting just shy of 0.7200 as at the time 
of writing. The NZD/AUD is currently trading around 0.9286.  

Looking ahead: Stats NZ is out with its first release of the year with November Building Consents data released at 10.45am. 
Domestically, there is also a NZDMO bond auction tomorrow with NZ$450m on offer. There’s not a lot of other data out, 
but given it’s a Thursday, the latest US initial jobless claims will be released overnight. Author: nathaniel.keall@asb.co.nz  
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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 0.7191 -0.2% NZD/SEK 6.004 0.8% NZX WMP 3350.0 -0.3% Dow 31144 0.2%

NZD/AUD 0.9281 -0.1% NZD/DKK 4.400 0.1% Gold $/o 1854.5 0.0% S&P 500 3820 0.5%

NZD/EUR 0.5915 1.7% NZD/THB 21.6 -0.5% WTI Oil $/b 52.9 -0.6% NASDAQ 13166 0.7%

NZD/JPY 74.69 3.8% AUD/USD 0.7747 -0.2% Money Market (%) FTSE 6746 -0.1%

NZD/GBP 0.5273 1.0% EUR/USD 1.216 -0.4% 90 Day BB 0.27 0.00 CAC-40 5663 0.2%

NZD/CAD 0.9123 1.2% USD/JPY 103.9 0.0% OCR 0.25 0.00 DAX 13940 0.1%

NZD/CHF 0.6383 7.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28236 -0.1%

NZD/HKD 5.575 -0.3% NZ 1.07 -0.01 1yr 0.26 0.00 Nikkei 28457 1.0%

NZD/SGD 0.9536 -0.1% US 1.09 -0.04 2yr 0.30 0.00 ASX200 6687 0.1%

NZD/CNH 4.647 0.1% Aust 1.11 -0.04 5yr 0.62 -0.02 NZX50 13120 -0.5%
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