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Looming boost to US infrastructure buoys markets 

The rapid rollout of Covid-19 vaccines and the prospect of additional US government spending continued to buoy 
markets overnight. In the next day or so President Biden is set to unveil a circa USD3-4 trillion plan to bolster US 
infrastructure in transport, telecommunications and utilities with a tilt towards green initiatives. President Biden was 
seeking to have the package approved by mid-year but, given the hefty price tag and the fact it will largely be funded via 
tax increases for high income earners, it will face strong opposition from Republicans. With the Senate split 50-50, 
Democrats could be again forced to rely on their own votes for passage by using the reconciliation provision. This will not 
help heal partisan divides, but it is expected to be good for global growth, with the IMF reportedly looking to raise its 
forecasts for global GDP growth in 2021 (currently 5.5%) and 2022 (3.5%). 

Equity markets largely shook off the impacts of the collapse of Archegos Capital Management and the reminder of the 
fragility of global supply chains following the recent blockage of the Suez Canal. US equity indices were lower on their 
open, but falls were modest. Eurozone equities held onto opening gains (Euro Stoxx 50 1.1%, Dax +1.3%, FTSE 100 +0.5%), 
led by climbing financial and consumer discretionary stocks. Despite the stronger than expected 3% February climb in retail 
sales, Japanese equities were generally weaker, and the ASX 200 was down 0.9%. NZ and Chinese equity indices were 
generally up. 

The reflation trade returned. Treasury yields continued to grind higher, helped by a block sale of US Treasury notes, with   
10-year yields touching post-COVID-19 highs (1.78%) overnight. European yields shot higher on their open, with firming 
German consumer prices (+1.7% yoy versus 1.3% yoy prior) helping to push 10-year UK (0.82%) and German yields (-0.29%) 
yields close to their highest in a year. Japanese 10-year yields edged up, but at 0.08% remained close to the BoJ 0.1% 
target. There is speculation that the BoJ might tweak its pace of asset purchases at its 5pm meeting today.  

Australasian yields were firmer. Despite former RBA Board member Edwards warning that the Bank’s QE programme 
would need to be maintained for an extended period and Brisbane starting a 3-day lockdown, Australian 10-year swap and 
bond yields were up close to 10bps. NZ yields also nudged up, with the narrowing in swap spreads.  

The firmer USD weighed on commodity prices. Following an earlier two-day rally, oil prices were around USD1 per barrel 
lower overnight. The expectation is that OPEC+ will agree to extending production cuts until May at its April 1 meeting. 
Gold prices fell below USD1700 per troy ounce. 

Adding to the positive theme was the stronger than expected lift in US consumer sentiment, with headline confidence on 
the Conference Board measure hitting 109.1 (mkt: 96.9, prior 90.4), its highest level in a year. Respondents’ assessments of 
their current and future situation both strengthened. Meanwhile US annual house price inflation on the S&P measure hit 
11.2%, its highest since 2006. Various reading for Eurozone economic confidence were also generally firmer than expected.  

February saw a 18.2% seasonally-adjusted fall in NZ residential consent issuance, with further large falls in multi-unit 
homes. Annual residential issuance eased to 39,725 consents (39,881 prior), led by declining annual consents in Auckland, 
Wellington and Otago. Despite new builds largely avoiding proposed government tax measures to investor residential 
properties, a cooler general housing market backdrop is expected to weigh on dwelling construction activity over 2021. 

FX Update: The USD was in the ascendancy and the strongest G10 performer overnight, with the NZD (generally up against 
other non-US crosses) and the AUD (generally down) experiencing mixed fortunes. The NZD eased below 70 US cents 
overnight and is currently towards the bottom of its 0.6970 to 0.7030 USD overnight range. The NZD crept higher against 
the AUD and is currently just below 92 Australian cents. The improved outlook for global growth and the potential for a 
new super-cycle in commodities are expected to support commodity currencies, including the AUD and NZD.   

Day ahead:  NZ borrower Kainga Ora (HNZL) is due to come to market with $NZ100m of supply that should be well 
supported. There is the AUD2bn tender of the 2031 Australian government bond at 1pm that will be closely watched, with 
the improved Australian fiscal outlook helping to cap yields. Also at 1pm is the full March reading of the NZ ANZ business 
outlook, which is expected to be broadly unchanged on the preliminary March result (own activity +17.4). Our focus will be 
on whether pricing metrics from the survey continue to point higher. Private sector credit and building activity data for 
Australia should likely reflect the strengthening property market backdrop across the Tasman. March PMIs for China are 
expected to nudge higher into the low 50s, signalling improving momentum.  Eurozone March headline CPI inflation is 
expected to tick-up to 1.4% yoy, with core inflation steady at 1.1% yoy.  A 550k print is expected from the March ADP 
employment report with pending home sales data also out. 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 0.6975 -0.3% NZD/SEK 6.092 0.1% NZX WMP 3830.0 0.0% Dow 33067 -0.3%

NZD/AUD 0.9194 0.3% NZD/DKK 4.427 0.1% Gold $/o 1681.9 -1.8% S&P 500 3959 -0.4%

NZD/EUR 0.5953 0.1% NZD/THB 21.8 -0.5% WTI Oil $/b 60.6 -1.6% NASDAQ 13028 -0.2%

NZD/JPY 76.97 0.1% AUD/USD 0.7586 -0.6% Money Market (%) FTSE 6772 0.5%

NZD/GBP 0.5085 0.0% EUR/USD 1.172 -0.4% 90 Day BB 0.35 0.00 CAC-40 6088 1.2%

NZD/CAD 0.8816 -2.4% USD/JPY 110.4 0.5% OCR 0.25 0.00 DAX 15009 1.3%

NZD/CHF 0.6571 0.0% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28578 0.8%

NZD/HKD 5.423 -3.8% NZ 1.76 0.08 1yr 0.36 0.01 Nikkei 29433 0.2%

NZD/SGD 0.9404 -0.3% US 1.72 0.02 2yr 0.46 0.01 ASX200 6738 -0.9%

NZD/CNH 4.608 0.1% Aust 1.79 0.09 5yr 1.10 0.04 NZX50 12447 0.6%
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