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Après Trump, le déluge?  
After four years of headline-grabbing stunts, an endless rotating cast of supporting characters, and a chaotic final 

transition, the Trump era came to an end last week with Joe Biden formally inaugurated as the 46th US President. The 

new administration has already hit the ground running, with a flurry of executive actions designed to undo many of 

the Trump administration’s policies, from ending construction of the much-ballyhooed US-Mexico border wall, to re-

entering the Paris Climate Accords and the World Health Organisation. For kiwis who are shellshocked by the wall-to-

wall political coverage of the last few years, it might be tempting to think we can all stop thinking about American 

politics again, but given the United States’ influence over the global economy that’s an unlikely prospect. 

Item one on the Biden agenda will be to speed up the US 

vaccine rollout, which is running ahead of most developed 

countries, but still a massive logistical challenge. One of the 

first executive orders signed by the new president has been 

to invoke the Defence Production Act, empowering the US 

Federal Government to direct businesses to manufacture 

materials and equipment needed to fight the pandemic. You 

can keep track of the vaccine progress in the US – as well as 

everywhere else – in our Weekly Chart packs. 

Further economic stimulus is the other big ticket on the 

agenda for the new administration, with a USD$1.9 trillion 

packaged being touted by Biden. Rising hopes for a big 

package are one reason we saw the yield curve steepen and 

a decent lift in equities globally towards the end of last year, 

but there are still a few hurdles to clear given the narrow 

majority in the Senate held by the Democrats. 

Most pertinently for kiwis, it will be worth watching for more clues on the Biden team’s approach to international 

trade. Free trade advocates will be hoping for a departure from the Trump era, which saw the US-China trade war 

commence and tariffs whacked on US friend and foe alike.  

Yet the new administration is already making protectionist noises, with Biden releasing a ‘Buy American’ plan and new 

Treasury Secretary Janet Yellen taking a firm tone towards China in her confirmation hearing, so the key difference 

between this administration may merely be one of degrees. New Zealand managed to weather the trade war with 

little disruption, with annual exports hitting new highs through the Trump era.  But US-China trade tensions under the 

Biden administration could follow a different shape, particularly if Biden seeks to enlist allies from elsewhere in the 

Asia-Pacific in a less disorderly, more multilateral way. So even with Donald Trump out of the White House, we might 

not have seen the last of the surprises out of the US just yet. nathaniel.keall@asb.co.nz    

 

https://www.ft.com/content/d54bde97-076f-485e-9989-9d5a594f026e
https://www.asb.co.nz/documents/economic-research/economic-note.html
https://edition.cnn.com/2021/01/21/economy/china-trade-tech-war-biden-intl-hnk/index.html
mailto:nathaniel.keall@asb.co.nz
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Foreign Exchange Market  

FX Rates Current* Week ago Month ago Year ago ST Bias Support^ Resistance^ 

NZD/USD 0.7190 0.7127 0.7096 0.6617 FLAT/UP 0.7020  0.7310  

NZD/AUD 0.9309 0.9264 0.9353 0.9661 FLAT/DOWN 0.9180  0.9400  

NZD/JPY 74.62 73.94 73.47 72.44 FLAT/UP 72.90  75.50  

NZD/EUR 0.5908 0.5903 0.5813 0.5988 FLAT/UP 0.5750  0.5950  

NZD/GBP 0.5254 0.5251 0.5235 0.5042 FLAT/DOWN 0.5200 0.5400  

TWI 74.7 74.0 73.9 72.69 FLAT/UP N/A  N/A  

^ Weekly support and resistance levels * Current as at 9.30am today; week ago as at Monday 5pm 

NZD Recap and Outlook 
Last week we suggested dips in the NZD/USD would be limited to support at 0.7090. And so it proved to be the case. 

After hitting a low of 0.7100, the NZD/USD ground higher over the rest of the week to finish up near 0.7200.  

For this week, we suspect the NZD/USD will remain biased higher, but a push through the year’s high of 0.7300 looks a 

bridge too far, at least for this week. Further ahead, a climb into the mid-0.7000s looks more likely than a decline back 

into the 0.6000s. 

USD weakness remains a key feature of currency markets, continuing one of the themes of H2 2020. The improving 

medium-term global economic picture is a weight on USD. This sort of environment tends to see investment cash flow 

out of USDs into higher-yielding assets and countries as the ‘safe-haven’ appeal of holding USDs is reduced. Negative 

real US interest rates are another source of downward pressure.  

Despite the strong back-up in US yields we’ve seen this year, we suspect talk, and action, from the Federal Reserve 

will limit how far they can run higher. For this week’s FOMC meeting, we expect no policy changes. If anything, we 

Chair Powell may reiterate that now is not the time to exit the FOMC’s accommodative policy stance, a negative for 

the USD. 

There’s nothing market-moving due on the NZ calendar but, for NZD/AUD, Aussie CPI could be important. Our CBA 

colleagues expect Q4 CPI jumped 0.9% qoq, stronger than market expectations of 0.7% qoq. A result matching their 

expectations would likely prompt a knee-jerk jag below 0.9300 for NZD/AUD. But the trend is still for appreciation in 

our view.  Our short-term valuation model suggests fundamentals are consistent with a 0.9400-0.9800 ‘fair-value’ 

range in NZD/AUD.  

Overall, it’s a quieter week for event risk, which may produce tighter ranges in FX. There are also public holidays in 

Wellington today and Australian tomorrow, which may further constrain trading interest a little. 

mike.jones@asb.co.nz 

 

 

 

ASB foreign exchange forecasts Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Mar-22 Mar-23

(end of quarter) << actual  forecast >>

NZD/USD 0.66 0.72 0.70 0.70 0.71 0.71 0.71

NZD/AUD 0.93 0.94 0.93 0.92 0.92 0.91 0.92

NZD/JPY 70 75 74 74 76 77 80

NZD/EUR 0.56 0.59 0.57 0.56 0.56 0.55 0.53

NZD/GBP 0.51 0.53 0.52 0.51 0.52 0.52 0.52

NZD/CNY 4.5 4.7 4.6 4.6 4.6 4.5 4.5

NZD TWI 71.6 75.1 73.4 73.0 73.7 73.0 72.9

mailto:Mike.jones@asb.co.nz
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Interest Rate Market 
Wholesale interest rates Current Week ago Month ago Year ago ST Bias MT Bias 

Cash rate 0.25 0.25 0.25 1.00 UNCH UP 

90-day bank bill 0.29 0.29 0.27 1.28  UNCH UP 

2-year swap 0.31 0.27 0.29 1.23 UNCH UP 

5-year swap 0.63 0.57 0.54 1.33 UNCH UP 

10-year swap 1.15 1.08 0.99 1.61  UNCH UP 

10-year govt bond yield 1.09 1.01 0.95 1.45  UNCH UP 

Curve Slope (2s10s swaps) 0.84 0.80 0.70 0.38  UNCH DOWN 

* Current as at 9.30am today; week ago as at Monday 5pm. Key UNCH = Broadly unchanged 
 

Market Recap 

Towards the end of last week, NZ yields edged higher and the curve steepened, outpacing moves for global 

counterparts. The resilience being shown by the NZ economy has seen more analysts come around to our 0.25% on-

hold OCR view, with markets now only pricing in 2-3bps of OCR cuts over 2021. Longer-term NZ yields have snapped 

higher on increased confidence over the medium-term outlook and likely rising inflation expectations. Friday's firmer 

than expected NZ CPI print had an outsized impact on NZ longer-term yields, with 10-year swap yields up about 10bps 

in the hours following its release, although yields have subsequently eased. NZ Government bonds were amongst the 

weaker performers globally with the rise in NZ yields and steepening curve outpacing moves for global counterparts.  

Earlier in the week, the $500m tender of the NZ 2025, 2029, 2033 and 2014 bonds attracted strong demand. Despite 

higher NZ swap yields, interest rates for borrowers fell, with the influence of the RBNZ’s Funding for Lending 

Programme (FLP) seeing one-year special fixed mortgage interest rates from the major banks down to 2.29%.  

Global longer-term yields have edged higher on reflation trades, with policy stimulus expected to boost bond supply, 

support global growth and boost inflation. US Treasury Secretary Janet Yellen strongly advocated the USD1.9 trillion 

US fiscal stimulus package, which will likely encounter opposition from Senate Republicans.  The inauguration for 

President Biden went off without a hitch. Yields ticked up after the ECB signalled it may not fully use its €1.85 tr bond 

buying programme. Markets are looking through the worsening COVID-10 situation (including a possible community 

outbreak in Northland) and are focusing on post-pandemic life despite the slow vaccine rollout.  

Near-term interest rate outlook 

We expect NZ short-term yields to cluster around 0.25% given our on-hold OCR view for 2021. We had earlier 

signalled upside risk, but we now view a more balanced outlook. NZ yields could continue to edge higher if strength in 

the housing market permeates throughout the economy and inflationary pressures stir.  Australian CPI inflation this 

week could also surprise to the upside (mkt: +0.7% qoq, CBA +0.9% qoq) and push Australasian yields higher and 

contribute to further curve steepening.  

Conversely, local and global yields could retrace recent climbs. COVID-19 headwinds look to be intensifying in the US 

and Europe, risks of a community outbreak of COVID-19 in NZ have grown, and risks to the near-term outlook appear 

skewed to the downside. Just $450m of NZ Government bonds are scheduled to be tendered this week in relation to 

the $650m of RBNZ bond purchases signalled. The dataflow is likely to remain mixed but could highlight weakening 

momentum. Our CBA colleagues expect a below-consensus 3.2% annualised lift for Q4 2020 US GDP (mkt: 4.1%). The 

US Federal Reserve is expected to leave policy on hold, maintain its monthly USD120bn rate of asset purchases and to 

signal policy tightening is a long way off, notwithstanding forthcoming US fiscal stimulus. Speeches from the ECB's 

Lagarde and Lane are expected to be dovish.  

Medium-term outlook 

We have pencilled in a 0.25% OCR until mid-2023, given the resilience being displayed by the NZ economy and the 

expectation that the RBNZ’s Funding for Lending Programme will pressure interest rates for borrowers lower.   The 

outlook is highly uncertain with scope for heightened volatility over the next few months. We expect local and global 

longer-term yields to subsequently grind higher over the next few years. mark.smith4@asb.co.nz 

mailto:mark.smith4@asb.co.nz
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Domestic events 
Data Date Time  

(NZT) 

Market ASB  

Merchandise trade balance, December, $m 29/01 10:45am - 55 

 

We anticipate Friday’s merchandise trade data to show a surplus of 

$55m in December. NZ typically records a trade surplus during the 

December period, though there has historically been a great deal of 

variance in the size.  We expect NZ’s annual trade surplus to ease a 

little after hitting record highs last month, but remain elevated at 

around $2.9bn. Export values continue to prove resilient through the 

pandemic.  Meanwhile, high-frequency data released by Statistics NZ 

for the first half of the month showed a pick-up in import values, 

though it’s not clear how long that will be sustained given continuing 

port delays and logistics disruptions. 
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Major International Events for the week ahead 

Data Date Time  

(NZT) 

ASB  

UK Unemployment, November, % 26/01 9:00 am - 

Australia CPI Inflation, Q4, %qoq 27/01 2:30 am 0.9 

US Federal Reserve Interest Rate Announcement, % 27/01 9:00 pm 0.0-0.25 

Australia Terms of Trade, Export Prices, %qoq 28/01 2:30 am 4.5 

US GDP, Q4, saar % 28/01 3:30 pm 3.2 

Australia Private Sector Credit, December, %mom 29/01 2:30 am 0.2 

* Forecasts and commentary originally published by CBA Global Markets Research Friday 22 January at 2:56 pm 

 

In Q4 2020 we expect Australia’s headline inflation to rise 0.9% and the Reserve Bank of Australia’s (RBA) preferred 

trimmed mean measure to rise by a more muted 0.4%.  We anticipate the normalisation of child-care costs and a 

strong lift in tobacco prices (due to the excise tax) to drive the solid bounce in Q4 headline inflation.  Our central 

forecast is for low inflation to continue in 2021.  However, a strong consumer-led recovery poses the risk of higher 

‘demand-pull’ inflation.  

In Q4 2020 we expect Australian export prices to lift 4.5% and have a flat outcome for import prices pencilled in.  The 

bounce in bulk, base metal and rural commodity prices will support Australia’s export prices in Q4 2020.  Outcomes in 

line with our forecasts would see an improvement in Australia’s terms of trade in Q4 2020.  A lift in the terms of trade 

adds to national income. 

We forecast Australian private sector credit to creep higher by 0.2% in December 2020, which would keep the annual 

rate of credit growth steady at 1.7%.  The trend observed in November 2020 of strong owner-occupier credit growth 

(+5.4%yoy) being offset by weak investor housing credit (-0.1%yoy), personal credit (-12.4%yoy) and business credit 

(0.9%yoy) growth is likely to continue into 2021.  While housing credit growth may lift a little in 2021, we expect it to 

remain restrained. 

The UK unemployment rate rose to 4.9% in October 2020, the highest level since August 2016. The Bank of England 

projects the jobless rate to rise to 6.3% over Q4 2020 as firms continue to adjust to the lower level of demand. 

We expect no policy changes from the US Federal Reserve.  The risks to the near-term US economic outlook remain 

firmly skewed to the downside.  However, the medium-term outlook has improved given the prospect of more fiscal 

policy stimulus.  Nevertheless, we expect the central bank to reiterate that elevated covid-19 infections mean the 

outlook remains uncertain.  As a result, we expect the Committee to re-state that current monetary policy settings will 

be maintained until the Fed’s inflation and maximum employment objectives are achieved. 

We estimate the US economic recovery continued in Q4 2020, but at a much slower pace.  Consumption remained 

surprisingly resilient over the quarter, despite less income support.  The drawdown of high savings is helping to 

smooth consumption.  Strong housing market activity will have also contributed to GDP growth in Q4, with record-low 

interest rates supporting the sector. 
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Key Forecasts 
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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.   

ASB  NZ economic forecasts Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Mar-22 Mar-23

<< actual  forecast >>

GDP real - Q% 14.0 0.7 0.4 0.2 0.3 0.4 0.9

GDP real - A% 0.4 0.9 2.5 15.5 1.5 1.0 3.6

GDP real - AA% -2.3 -2.5 -1.9 4.5 4.8 4.4 2.5

NZ House Prices (QV Index) - A% 9.5 11.7 12.8 15.2 12.7 7.1 4.9

CPI - Q% 0.7 0.5 0.6 0.4 0.7 0.4 0.4

CPI - A% 1.4 1.4 1.3 2.1 2.1 1.8 2.0

HLFS employment growth - Q% -0.8 0.0 0.6 0.3 0.4 0.5 0.5

HLFS employment growth - A% 0.2 -0.1 -0.6 0.1 1.3 1.5 1.9

Unemployment rate - %sa 5.3 5.5 5.4 5.8 5.9 5.7 5.2

    Q% = percentage change on previous quarter

    A% = percentage change since same quarter the previous year

    AA% = percentage change for year ending quarter since the previous year

ASB interest rate forecasts Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Mar-22 Mar-23

(end of quarter) << actual  forecast >>

NZ OCR 0.25 0.25 0.25 0.25 0.25 0.25 0.25

NZ 90-day bank bill 0.31 0.27 0.30 0.30 0.30 0.30 0.30

NZ 2-year swap rate 0.05 0.28 0.25 0.25 0.25 0.25 0.45

NZ 5-year swap rate 0.13 0.54 0.50 0.50 0.50 0.50 0.65

NZ 10-year swap rate 0.50 0.98 1.00 1.00 1.00 1.00 1.15

NZ 10-year Bond 0.46 0.99 1.00 1.00 1.00 1.05 1.20

ASB foreign exchange forecasts Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Mar-22 Mar-23

(end of quarter) << actual  forecast >>

NZD/USD 0.66 0.72 0.70 0.70 0.71 0.71 0.71

NZD/AUD 0.93 0.94 0.93 0.92 0.92 0.91 0.92

NZD/JPY 70 75 74 74 76 77 80

NZD/EUR 0.56 0.59 0.57 0.56 0.56 0.55 0.53

NZD/GBP 0.51 0.53 0.52 0.51 0.52 0.52 0.52

NZD/CNY 4.5 4.7 4.6 4.6 4.6 4.5 4.5

NZD TWI 71.6 75.1 73.4 73.0 73.7 73.0 72.9
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