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A key week lies ahead 

This week is pivotal for the global economy. The back and forth with US fiscal negotiations has continued, with 
congressional leaders reportedly setting midnight Friday as the deadline to keep the government funded and to sort out a 
COVID-19 aid package. Electoral College members from Pennsylvania, Georgia and Arizona have reportedly cast their 
official votes in favour of President Elect Biden, although it won’t be until January 6 that the US Congress counts the official 
Electoral College votes and declares the winner. Negotiations on a Brexit trade deal are continuing, with European Union 
chief negotiator Bernier claiming he can see a pathway to a deal if differences can be resolved. If the UK does not secure a 
trade deal by the end of the year, it will fall out the EU single market and will have to trade with the EU on World Trading 
Organisation terms with tariffs and border disruptions and higher costs. 

Despite the rapid development (and hopeful deployment) of COVID-19 vaccines, a long Northern Hemisphere winter lies 
ahead. COVID-19 cases are soaring in the US (16.3 million and rising, death toll approaching 300k), with New York Mayor 
Bill de Blasio warning residents to prepare for a full lockdown. Germany is to go into hard lockdown from December 16 to 
10th January. It was also revealed that the discovery of a new variant of COVID-19 in the South East of England will result in 
London and the surrounding areas being placed at their highest alert level (Tier 3) from Wednesday UK time.   

With a US fiscal package yet to be agreed to, there were few catalysts to set equity market direction. US equities 
checked a strong start with the S&P500 little changed on the open. The NASDAQ has remained close to 1% higher despite 
reports that some major firms could face fines from the European Union of up to 10% of their own revenue if shown to 
unfairly favour their own services. With the exception of the FTSE 100 (-0.2%), the major European bourses ground out 
small gains. Stocks in the Asian session were generally higher, helped by improving (but still weak) readings from the 
Japanese Tankan survey, with Q4 readings for large manufacturers (-10) at their highest since the Q1 survey but still well 
below historical averages (-1).  NZ stocks finished lower. Oil prices eased as OPEC cut its forecasts for oil demand by 1m 
barrels per day in 2021Q1, arresting earlier increases following an oil tanker explosion near the Saudi port city of Jeddah.  

There were modest moves in US Treasury yields overnight (10Y 0.90%). The extension of Brexit talks bolstered risk 
appetite, with UK gilt yields firming (10Y 0.22%) and European yields modestly higher. Australian yields rallied (i.e. eased) 
and the curve flattened, taking their cues from earlier global moves. Helped by $325m in RBNZ asset purchases (taking 
cumulative NZ purchases of NZ Government bonds to $41.6bn), NZ Government bond yields were 0.3 to 3.5bps lower (10Y 
0.83%). NZ swap yields were little changed yesterday on quiet trading. It was reported that the RBNZ provided its first 
lending to banks ($40m) under its Funding for Lending Programme (FLP).  

Yesterday NZ Prime Minister Ardern announced that quarantine-free travel between NZ and Australia could begin 
before the end of March 2021 on the proviso that COVID-19 risks are appropriately managed.  Hopefully for NZ tourism 
operators this will spur relatively more trans-Tasman visits from Australia given that arrivals of Australian tourists to NZ 
over 2019 (395k in Q1 and 1,538k in 2019) were roughly on par with departures of NZ tourists to Australia (295k and 
1,434k respectively). As such, the net benefit to the NZ economy may not be all they are cracked up to be. 

The NZ November Performance of Services Index (PSI) dipped to 46.7 (50.8 prior), the lowest reading since May.  All of the 
key components declined with new orders (52.6) the only component above 50. It points to slowing momentum in the 
services sector.  By contrast, the manufacturing PMI rose to its highest level (55.3) since July. Net monthly permanent and 
long-term (PLT) immigration came in at just 884 persons in October, with 55,800 of the 59,500 annual net immigration 
inflow coming into NZ prior to the March border restrictions.  

FX Update: The USD index remained marooned close to 2½ year lows, and at just over 6.50 offshore yuan. The NZD traded 
in a 0.7075-0.7120 USD overnight range and is currently hovering just under 94 Australian cents. USD weakness has been 
the predominant theme over 2020, which combined with the resilient NZ outlook have been key NZD supports. Until these 
influences fade it is difficult to see marked NZD downside from here despite recent broad-based gains to the NZD, with the 
NZ trade-weighted index (74.3 at the time of writing) roughly 12% above its March 2020 trough. 

Day ahead: No major NZ events or NZ data out today.  Chinese November retail sales growth is expected to accelerate to 
5.5% yoy (mkt: 5.1% yoy), boosted slightly by the Singles’ Day online shopping festival. Industrial production growth may 
lift to 7.2%yoy (mkt: 7.0% yoy) in part because of recovering global demand. Year-to-date fixed asset investment growth 
may accelerate to 2.5%yoy (mkt: 2.5% yoy), led by increased spending by state-owned businesses. The Reserve Bank of 
Australia’s (RBA) December Board Meeting minutes (1:30pm) may contain hints that the economic recovery is tracking 
ahead of its forecast profile. This is followed by a speech the RBA Head of Financial Stability, Jonathan Kearns, that may 
highlight some financial stability risks. UK labour market for October/November will be looked for signs of slippage. There 
are also a few speeches by ECB officials. Author: mark.smith4@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 0.7083 -0.2% NZD/SEK 5.953 -0.5% NZX WMP 3235.0 0.0% Dow 30049 0.0%

NZD/AUD 0.9393 0.0% NZD/DKK 4.339 -0.3% Gold $/o 1827.2 -0.7% S&P 500 3669 0.2%

NZD/EUR 0.5830 -0.3% NZD/THB 21.3 -0.2% WTI Oil $/b 46.2 -0.8% NASDAQ 12495 0.9%

NZD/JPY 73.73 -0.3% AUD/USD 0.7541 -0.2% Money Market (%) FTSE 6532 -0.2%

NZD/GBP 0.5315 0.2% EUR/USD 1.215 0.1% 90 Day BB 0.26 0.01 CAC-40 5528 0.4%

NZD/CAD 0.9042 0.2% USD/JPY 104.1 0.0% OCR 0.25 0.00 DAX 13223 0.8%

NZD/CHF 0.6281 5.5% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 26390 -0.4%

NZD/HKD 5.491 -0.2% NZ 0.85 -0.03 1yr 0.25 0.01 Nikkei 26732 0.3%

NZD/SGD 0.9450 -0.5% US 0.90 0.00 2yr 0.26 0.00 ASX200 6660 0.3%

NZD/CNH 4.625 -0.3% Aust 0.97 -0.02 5yr 0.45 0.00 NZX50 12835 -0.7%
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