
Fly me to the moon 
China’s lunar mission made a successful 
touchdown on the moon. Let the drilling 
begin!

But in the real world, the RBA took 
the excitement levels down a touch 
following on from its November meeting, 
maintaining its cash rate, 3 year yield 
target, and QE programmes at current 
settings. There were a few comments, 
although nothing outrageous, as it noted 
that “infection rates have risen sharply 
in Europe and the United States, and 
the recoveries in these economies have 
lost momentum,” although the “positive 
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news on the vaccine front, should support 
the recovery of the global economy.” 
Domestically, “the economic recovery 
is underway, (but the) recovery is still 
expected to be uneven and drawn out.” 
Finally, in what is becoming a global cry 
from Central Banks, “addressing high 
unemployment is a national priority.”

This was backed up by the Australian 
data which showed improvements 
across the board. Monthly building 
approvals jumped 3.8% for the month 
of October, against an expected -3.0% 
contraction, the Q3 current account 
balance of payments showed a stellar 
AUD10 billion surplus, which was 
better than the forecast AUD7.1 billion. 
Housing data highlighted city prices 
were up +0.7% on the month and +2.4% 
on the year, while regional prices were 
up +1.4% for the month of November.

Not to be outdone, the latest Fonterra 
GDT auction results posted a solid +4.3% 
rise, with whole milk powder prices up 
5.0% to USD3,182.

Fed Chair, Jerome Powell, and US 
Treasury Secretary, Steven Mnuchin, 
testifyed to a Senate Banking Committee 
hearing where they  offered differing 
views on the US recovery. Powell pointed 
to the ongoing uncertainty over the 
vaccine speed and distribution, the 
economic dangers of a surge in virus 
cases, and the grim reality that many 
remain out of work. Mnuchin painted a 
sunnier image of the economic recovery, 

emphasising state and local lockdowns 
as the main threat to growth.

On a positive note, a bipartisan group of 
US lawmakers unveiled a USD908 billion 
COVID-19 relief bill aimed at breaking 
a deadlock between Democrats and 
Republicans over new emergency 
assistance for small businesses and other 
industries.

All of this positive news saw a return 
to the trend — meaning equities were 
up and the US dollar index was down. 
While US equities were up 1.0-2.0%, the 
big news was that EUR/USD cracked 
the 1.20 level and is currently trading 
at 1.2050. This supported the NZD and 
AUD which are respectively at 0.7060 
and 0.7365 against the USD, while bond 
yields also surged with the US 10 year up 
10 pips to 0.94%.  

Let me play among the stars
The FT has reported that Huachen 
Automotive Group, a local Chinese SOE, 
has been caught up in the recent wave  
of Chinese defaults owing almost  
70 Chinese and foreign banks,  
CNY33.5 billion, or USD5.1 billion.  
And it’s perhaps not too surprising that 
the PBoC Governor, Yi Gang, has just 
released a paper stating there should be 
a separation between the government 
finances and those of the central bank 
to avoid debt monetisation, and, that the 
central bank balance sheet should not 
bear the credit risk of enterprise lending. 
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