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It’s all about the money, money, money 

A mild ‘risk on’ vibe returned to global financial markets overnight. US equities are back in the black to the tune of 0.5-
1.4%, the VIX index of risk aversion is a little lower, commodity prices are generally higher with oil prices up around 1%, 
and the USD has given up some of its recent gains – providing modest lift to most G10 currencies (the NZD excluded, see 
below). 

This was all despite a fairly weak lead from Europe. European equities closed down in the order of 0.1% (FTSE) to 0.3% 
(CAC40), as the headwinds to Q1 European growth from lockdown restrictions continued to gather. German Chancellor 
Merkel announced the current lockdown will be extended to February 14. An upbeat ZEW economic sentiment survey 
(61.8 vs. 59.4 expected) was largely shrugged off.  

A ringing endorsement for the massive stimulus plans of US President-elect Biden from Treasury Secretary nominee 
Janet Yellen provided the key boost to risk appetite. Some decent earnings reports from Bank of America and Goldman 
Sachs helped as well. The key line from Yellen was “…right now, with interest rates at historic lows, the smartest thing we 
can do is act big”. Spending on public health and vaccinations was suggested as the first priority with extended 
unemployment benefits next in line. Yellen also publicly declared the US is not seeking a weaker currency, as expected. 

Biden’s plan will likely still need to be watered-down to win support from Senate Republicans, but the fact the likely next 
Treasury Secretary advocates for massive stimulus is supportive of the so-called ‘reflation trade’ markets have been 
running with (better global growth and increased bond issuance leading to higher and steeper yield curves). US Treasury 
yields duly nudged a few bps higher overnight (10 year 1.09%).  

This morning’s GDT dairy auction was another one for the bulls (sorry). The GDT price index was up 4.8% with wholemilk 
powder prices – the largest contributor to Fonterra’s Milk Price – up a solid 2.2%. This compounds the upside risks 
surrounding our $7.00 per kg/ms Milk Price forecast for the current season, great news from the perspective of the NZ 
economic recovery. 

Kiwis’ 2020 retail spendathon eased up a little in December, according to our seasonally adjusted estimates of StatsNZ 
data released yesterday. Spending eased over the month, following a crazy-strong spring. As well as households pulling 
their horns in a little, it’s likely that supply-chain difficulties and freight delays played their part in the spending pull-back. 
The absence of tourists over the usual summer peak will weigh on the retail sector over coming months. But there’s some 
powerful offsets in the form of low mortgage rates and the booming housing market. Thus, we’re hopeful 2020’s retail 
resilience can be sustained.  

FX: The weaker USD floated all boats overnight, with the notable exception of the NZD (and JPY). The NZD/USD slipped 
from 0.7140 to 0.7110. The kiwi’s underperformance was all the more notable given the upbeat GDT auction. Certainly, 
and as we’d pointed out, the NZD/USD got itself a little overstretched on its quick run-up to 0.7300 early in the new year, 
and we’re still seeing investors readjust positions. We still think further dips will be limited to 0.7090 this week.   

Day ahead: Nothing particularly confronting for markets, at least on the data front. UK CPI is expected to provide another 
confirmation of the low global inflation dynamic (0.5% yoy). Australia has consumer confidence figures for January, which 
could be impacted by the recent COVID issues in Sydney’s northern beaches and Brisbane.  
 
Author: mike.jones@asb.co.nz  

 

 

Currencies Currencies Commodities Equities

NZD/USD 0.7109 0.0% NZD/SEK 5.941 -0.4% NZX WMP 3430.0 0.4% Dow 30959 0.5%

NZD/AUD 0.9243 -0.2% NZD/DKK 4.363 -0.3% Gold $/o 1840.7 0.0% S&P 500 3804 0.9%

NZD/EUR 0.5865 0.9% NZD/THB 21.3 -0.4% WTI Oil $/b 53.0 1.2% NASDAQ 13192 1.5%

NZD/JPY 73.87 2.6% AUD/USD 0.7691 0.2% Money Market (%) FTSE 6713 -0.1%

NZD/GBP 0.5217 0.0% EUR/USD 1.212 0.3% 90 Day BB 0.29 0.00 CAC-40 5599 -0.3%

NZD/CAD 0.9055 0.5% USD/JPY 103.9 0.2% OCR 0.25 0.00 DAX 13815 -0.2%

NZD/CHF 0.6323 6.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 29642 2.7%

NZD/HKD 5.511 0.0% NZ 1.01 0.00 1yr 0.26 0.00 Nikkei 28633 1.4%

NZD/SGD 0.9452 -0.1% US 1.09 0.01 2yr 0.28 0.00 ASX200 6743 1.2%

NZD/CNH 4.606 -0.3% Aust 1.10 0.03 5yr 0.59 0.00 NZX50 12881 0.3%
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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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