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Waiting for a sign 

Markets traded in a listless fashion overnight. Expectations that further fiscal stimulus will be delayed (and watered down 
from the USD1.9 tr proposed), with Senate Majority Leader Schumer warning the aid package was unlikely before mid-
March despite President Biden remaining open to negotiation. Vaccine development has been swift, but there are 
concerns over how quickly it is being rolled out. Geopolitical risks between the US and China look to be resurfacing, with 
Chinese President Xi claiming "ideological prejudice" and calling for the "outdated Cold-War mentality" to be dropped. A 
number of flash points are evident, including COVID-19, human rights, the protection of intellectual property and the 
future of Taiwan. 

The recent bout of housing strength is not just a NZ phenomenon. Overnight, house prices in the US (S&P Core Logic, 20 
US cities) surged a stronger than expected 1.4% in November, with the 9.5% nationwide annual increase the strongest 
since early 2014.  In Shanghai, authorities are reportedly considering tightening restrictions on housing purchases to slow 
the booming market. The Peoples Bank of China withdrew a reported USD12bn from the banking system yesterday, with 
PBOC official Mja Jun warning of the risk of asset bubbles. It raises the issue of what the RBNZ is likely to do next. 

COVID-19 continued to dampen sentiment as the World Health Organisation said vaccine coverage (around 70 million 
vaccines administered worldwide) would not reach a point that could stop virus transmission in the foreseeable future. 
Global confirmed cases are approaching 100 million, with UK deaths now above 100k. Some US states have loosened 
restrictions despite concerns that more contagious variants of COVID-19 are starting to take hold. In NZ, two new cases in 
managed isolation were reported yesterday (active cases 65). All 15 close contacts from the Northland case returned 
negative tests. PM Ardern reiterated that NZ is likely to maintain border restrictions over most of 2021. 

Global equities were mixed. There were modest moves in US equities ahead of earnings reports by the major tech 
companies, with the main sharemarket indices broadly flat. This contrasted, with the positive tone in Europe, with share 
buybacks, positive corporate earnings and the prospect of M&A deals pushes the major European bourses higher (Euro 
Stoxx 50 +1.1%, DAX 1.7%, FTSE 100 0.2%). Asian stocks eased from record highs, spooked by the PBOC asset price bubble 
warnings and concerns over the timing and magnitude of US fiscal stimulus. The major Chinese indices were down 1-3%, 
while the NZSX 50 was down a more modest 0.6%. 

US Treasury yields ticked up from yesterday's fall, with the curve modestly steepening (10Y 1.04%). European 10-year 
government bond yields were also a fraction higher, but Italian yields dipped following the resignation of Italian PM Conte. 
NZ Government bond yields dipped, and undid much of their post-CPI surge on Friday (10Y 1.02%). Australian markets 
were closed for the Australia Day holiday. Commodity prices generally ticked lower. Reports of a pending tightening in 
crude oil supply from Russia and Iraq helped prop up oil prices despite concerns over the COVID-19 impact on demand. 
Prices for gold fell.  

UK labour market data was better than expected, with smaller than expected 88k fall in employment in the 3 months to 
November (mkt: -104k), with the unemployment rate edging up to 5.0% (mkt: 5.1%), the highest in close to five years, but 
still well below the November Bank of England forecasts (6.3% in Q4). Labour earnings growth was firmer than expected 
(3.6% yoy). Weighed by pessimism over the present situation, the Conference Board measure of US consumer confidence 
ticked up to 89.3 in January (mkt: 89), well below the average of the last five years (116) and late 2018 peaks (138).   

A modest December gain was registered in the NZ Performance of Services Index (PSI), but at 49.2 was still in contraction 
mode. Supplier deliveries (39.5) and inventories (47.9) held down the overall index, with new orders (50.6), activity (50.6) 
and employment (51.6) in expansionary territory. Combined with manufacturing sentiment (the December PMI fell to 
48.7), this points to broadly flat economic activity over late 2020/early 2021. 

FX update: Last night's advance in the USD proved to be short-lived, with the USD, yen and euro some of the weaker G10 
currencies overnight, while the NZD, AUD and GBP were amongst the stronger performers. The NZD is currently towards 
the top of its 0.7165 to 0.7250 USD range overnight and is currently 0.935 against the AUD.    

Day ahead: Little of note on the local calendar.  The major focus for Australasian markets is the Q4 Australian CPI print. 
Market expectations are centred around a 0.7% qoq climb (+0.7% yoy). Our CBA colleagues expect a 0.9% qoq increase, 
and the issue for markets will be whether Australasian yields leap higher on an upward surprise, like what occurred 
following last week's NZ CPI. The December Australian NAB survey is also out at 1.30pm.  Apart from a scattering of data 
prints overnight (German consumer confidence, UK CPI data, US durable goods), the focus will be on tomorrow's Fed 
decision at 8am. We expect no policy changes by the FOMC, with chair Powell to reiterate now is not the time to reduce 
policy stimulus. 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 0.7240 0.7% NZD/SEK 6.005 0.8% NZX WMP 3420.0 -0.3% Dow 30993 0.1%

NZD/AUD 0.9346 0.2% NZD/DKK 4.428 0.5% Gold $/o 1852.0 -0.2% S&P 500 3857 0.0%

NZD/EUR 0.5953 0.5% NZD/THB 21.7 0.6% WTI Oil $/b 52.5 -0.5% NASDAQ 13660 0.1%

NZD/JPY 75.05 0.5% AUD/USD 0.7747 0.5% Money Market (%) FTSE 6654 0.2%

NZD/GBP 0.5271 0.2% EUR/USD 1.216 0.2% 90 Day BB 0.29 0.00 CAC-40 5524 0.9%

NZD/CAD 0.9189 0.2% USD/JPY 103.7 -0.1% OCR 0.25 0.00 DAX 13871 1.7%

NZD/CHF 0.6421 7.8% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 29391 -2.5%

NZD/HKD 5.613 0.7% NZ 1.03 -0.05 1yr 0.26 0.00 Nikkei 28546 -1.0%

NZD/SGD 0.9591 0.5% US 1.04 0.01 2yr 0.30 0.01 ASX200 6825 0.4%

NZD/CNH 4.688 0.5% Aust 1.12 -0.02 5yr 0.61 0.01 NZX50 13323 -0.6%
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