
When is a deadline not a 
deadline?  
When it involves Brexit negotiations!

Following a phone call on Sunday, UK 
Prime Minister, Boris Johnson, and 
EU President, Ursula von der Leyen, 
agreed to continue working on a post-
Brexit trade agreement saying “despite 
the exhaustion after almost a year of 
negotiations” they would “go the extra mile.”

Without a deal, post the 31st December 
deadline, the UK will fall out of the EU 
single market and will be forced to trade 
on World Trade Organisation terms, with 
tariffs, higher costs for business and 
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consumers, not to mention increased 
disruption at international borders.

By all accounts, there are two main issues 
outstanding — EU fishing boats rights to 
U.K. waters, and how to ensure a level 
competitive playing field for businesses 

— in particular, the UK’s obligations to 
future changes in the EU’s environmental, 
social, and/or labour standards. 

It would seem these talks have ‘gone 
past the final whistle’ and we are now in 
overtime.  

Friday night saw financial markets trade 
to the downside with most indices in the 
red, although they were down less than 
1.0%. Commodities were broadly flat, 
while the NZD/USD is at 0.7090 and the 
AUD/USD cemented its gains to be the 
strongest performing currency for the 
week at 0.7550, which naturally saw the 
NZD/AUD ease to 0.9405. International 
bond markets had a slight bid-tone, which 
saw yields ease to 0.90% for the 10 year 
US treasury bond, while the German bund 
eased to -0.64%.

Interestingly, the Eurozone’s main bourse, 
the Euro’s Stoxx 50, which posted its 
first weekly decline since the end of 
October, saw put/call ratios spike this 
month suggesting increased demand for 
downside protection. To be fair, given 
that Germany is moving closer to a hard 
lockdown, Switzerland has imposed a 
new COVID curfew, and Italy, France, and 
the UK have all reported hundreds of 
new COVID deaths, downside protection 

from the ‘irrational exuberance’ of equity 
market does make a lot of sense.  

It’s all about the CBs
This week it’s all about the central banks, 
but, with monetary policy essentially on 
the sidelines as fiscal policies dictate the 
stimulus to the global economic recovery, 
the question should be asked, are central 
bank meetings still relevant? 

The answer has to remain a resounding 
‘yes!’ Sure, all policy amendments and 
changes are ‘leaked’ to the market in 
advance, as per this month’s meetings by 
the RBA and ECB, but financial market 
participants still like to listen to the Q&A 
sessions for fresh guidance and direction. 

This week we have, in NZ and AU time, 
the Federal Reserve on Thursday, where 
the focus will be on whether the Fed 
extends the duration of purchases of  
their QE programme, while the BoE on 
Friday should provide some clarity to 
the risks of a no-deal Brexit and the 
subsequent implications for negative 
rates. We also have meetings from the 
Norges (Norway) Bank, SNB and BoJ to 
round out the week.  

In NZ we also have Q3 GDP, but let’s be 
honest, it’s so far behind us we’re more 
concerned about what Q4 2020 and Q1 
2021 will look like, both of which have 
been forecast to be negative by the RBNZ, 
but thus putting the country back into a 
recession.  
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