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NZ COVID alert levels lift; US share indices set fresh record highs. Trump acquitted. 

Auckland is at Alert Level 3, the rest of New Zealand is at Alert Level 2. The three cases detected in the community are 
the UK variant, and have not been linked to a managed isolation or quarantine case.    

Over the weekend, the US Senate voted to acquit former president Trump on the charge of inciting insurrection at the 
Capitol on 6th January. Trump welcomed his acquittal, but the Republican Senate leader Mitch McConnell condemned him, 
saying he was "practically and morally responsible" for the riot.  McConnell did not vote to convict because Trump is 
"constitutionally not eligible for conviction" since he is no longer president. Seven Republicans did break rank and find 
Trump guilty, leaving the final tally 57-43. That was short of the 67 votes or two-thirds majority needed for conviction.  

European and US sharemarkets rose on Friday. Leading the way in Europe were equipment maker, ASML Holding, and 
cosmetics company, L'Oréal, (both up 3%), and ING Group was up 6.7% after the Dutch bank reported better-than-
expected quarterly pre-tax earnings.  Shares in Volkswagen fell 0.7% after reporting a fall in deliveries. The pan-European 
STOXX 600 index rose by 0.6% on Friday. The German Dax index lifted by 0.1%. The UK FTSE index rose by 0.9%.   

In the US, the Energy sector rose 1.4%, financials rose 0.9% and materials rose 1%. These sectors are expected to benefit 
the most from a US fiscal stimulus package and the re-opening of economies.  At the close of trade, the Dow Jones index 
was up 0.1%. The S&P 500 index rose by 0.5% and the Nasdaq index was up by 0.5% to both close at record closing highs 
on Friday.  Over the week, the Dow rose 1.0%; the S&P 500 rose by 1.2%; and the Nasdaq rose 1.7%. 

In contrast to the records set in the US, the local sharemarket declined 1.3% on Friday and 3.6% over the past week. That 
leaves the local benchmark down 7% on the record highs of early January.  The rapid rise in the overall market in late 
December and early January, and subsequent slump has been driven by the lift and subsequent slump for the electricity 
generator stocks which were moved initially higher by offshore index fund buying.  The week’s decline leaves the market 
benchmark back at the levels it was in mid-December. 

US long-term treasuries fell on Friday (yields higher). Traders attributed the moves to closing positions ahead of a long 
holiday weekend in the US.  US 10-year yields rose by 5 points to an 11-month high near 1.21%. For the week, US 10-year 
yields rose by 4 points. Meanwhile NZ 10-year yields were steady around 1.30% on Friday, but eased 8bps over the week.  

FX update: Major currencies were mixed against the US dollar in European and US trade.  The NZD starts the week trading 
near 0.7220 against the USD, and 0.9300 vis-à-vis the AUD.  

Day ahead: The performance of Services index is due today. No major economic data are released in Australia today.  We 
expect data today to show Japan’s Q4 2020 GDP increased by 2.5%.  A rebound in business investment as well as 
recovering foreign and domestic demand for consumption should have supported Japan’s economic expansion over the 
December quarter. US financial markets are closed in observance of Presidents' Day on Monday.   

Week ahead local:  We expect REINZ housing data for January today or tomorrow. Tuesday night’s Global Dairy Trade 
auction is the only other event scheduled on the calendar for the week.  After the last event a fortnight ago, we revised our 
forecast for Fonterra’s milk price up to $7.40 per kg of milk solids, and on the same day Fonterra lifted its own guidance to 
a new range centred on $7.20.  The strong run of firm dairy prices is expected to continue at this event. 

Week ahead offshore: The Australian highlight of the week ahead will be the January labour force data on Thursday.  We 
expect employment to lift by 50k jobs.  On an unchanged participation rate (66.2%) this would lower the unemployment 
rate to 6.4% from 6.6%.  The near-term leading indicators of the Aussie labour market remain firm and we expect the 
labour market recovery to continue.  In the US, the FOMC meeting minutes (Thursday) should reiterate the FOMC thinks 
the US economy is still a long way from meeting maximum employment and inflation objectives.  US retail sales for January 
are expected to rebound by 1.0% (data Wednesday).  The $US600 stimulus payments made in January and the sharp rise in 
gasoline prices are driving our view on US retail trade.  The Eurozone’s PMI data (Wednesday) will provide an indication of 
whether the double-dip contraction in GDP over Q1 21 is moderating or worsening.  In the UK the February PMIs (Friday) 
will provide a similar indication and the prospect of a double-dip recession in the UK becomes increasingly inevitable.  
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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 0.7217 -0.1% NZD/SEK 5.995 -0.1% NZX WMP 3560.0 0.7% Dow 31458 0.1%

NZD/AUD 0.9300 -0.1% NZD/DKK 4.429 0.0% Gold $/o 1824.2 -0.1% S&P 500 3935 0.5%

NZD/EUR 0.5953 -0.1% NZD/THB 21.6 -0.1% WTI Oil $/b 59.5 2.1% NASDAQ 14095 0.5%

NZD/JPY 75.77 -0.1% AUD/USD 0.7761 0.1% Money Market (%) FTSE 6590 0.9%

NZD/GBP 0.5209 -0.1% EUR/USD 1.212 0.0% 90 Day BB 0.29 0.00 CAC-40 5704 0.6%

NZD/CAD 0.9165 -0.1% USD/JPY 105.0 0.1% OCR 0.25 0.00 DAX 14050 0.1%

NZD/CHF 0.6439 0.0% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 30174 0.4%

NZD/HKD 5.596 0.0% NZ 1.30 0.00 1yr 0.29 0.00 Nikkei 29520 -0.1%

NZD/SGD 0.9558 -0.1% US 1.21 0.04 2yr 0.35 -0.01 ASX200 6807 -0.6%

NZD/CNH 4.633 0.0% Aust 1.22 0.03 5yr 0.80 -0.01 NZX50 12590 -1.3%

mailto:nick.tuffley@asb.co.nz
mailto:jane.turner@asb.co.nz
mailto:chris.tennent-brown@asb.co.nz
https://reports.asb.co.nz/index.html
https://twitter.com/ASBMarkets
https://www.asb.co.nz/documents/economic-research.html

