
Market data continues to 
outperform
Australia had some good data 
yesterday, continuing its recent trend of 
outperformance after the Roy Morgan 
weekly consumer confidence index rallied 
to 109.3 from it’s previous 107.5, the 
November business conditions  survey 
jumped to +9 from +1, and the Australian 
Q3 house price index increased 4.5% on 
the year against its 2.2% forecast. 

The German ZEW Indicator of Economic 
Sentiment rose by an impressive 16 
points to 55.0 in December 2020, easily 
beating market expectations of 45.5, on 
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COVID vaccine hopes. Eurozone GDP 
grew by 12.5% in Q3 to recover from 
Q2’s record slump of 11.7% to post its 
steepest pace of expansion since 1995. In 
a similar move, Japan’s economy grew at 
22.9% in Q3, above the 21.4% forecast 
and following on from Q2’s 29.2% 
contraction.

And speaking of Japan, the Government 
has announced a further round of 
stimulus which will have an overall value 
of JPY73.6 trillion, or USD708 billion. Of 
this number, around JPY40 trillion,  
or USD380 billion will be used specifically 
as fiscal stimulus in an attempt to 
encourage fresh private investment and 
to keep wages increasing.

Overnight, markets continued to look 
through short term uncertainties as US 
sharemarkets hit record highs yet again 
due to further progression on stimulus 
talks. A key sentiment indicator for US 
stocks reached its most bullish level 
in two decades as the CBOE ratio of 
volume traded in puts versus calls fell to 
its lowest level since July 2000, implying 
extreme positioning to the upside. This 
could provide further support for the 
NZD/USD, which has followed the US 
equity trend since March. The NZD/USD 
traded flat overnight at 0.7050 while the 
AUD/USD slipped back to 0.7410 causing 
the NZD/AUD to creep back above 
0.9500. Bond markets were relatively flat 
with the US 10 year Treasury yield easing 
back to 0.91%. 

While no one is saying that this was 
the reason the NZD/AUD jumped back 
above the 0.9500 level, it is interesting 
to see that the Australian Super fund 
has launched an NZD5.4 billion bid for 
local utility investor Infratil ... at a 22% 
premium to last nights closing price.  

Meanwhile, with its stock priced at  
eye-watering, record levels, Tesla is 
planning to raise another USD5 billion 
capital with a further equity sell-down. 
Elon will be happy! 

SPAC — the latest craze 
SPACs, or Special Purchase Acquisition 
Companies, are the latest product to 
attract cash from investors seeking to 
ramp up their investment profile. They 
attract money from investors to buy 
yet-to-be-identified private companies in 
roll-up opportunities that avoid lengthier 
IPOs. Promising lucrative returns, SPACs 
typically target an 18-24 month period 
before funds are returned with interest 
in what is essentially a hunt for the next 
big unicorn.

SPACs have ballooned to more than  
200 this year from fewer than 60, and 
they have raised almost USD70 billion 
so far in 2020 … which begs the question, 
what could possibly go wrong?  

And finally, to prove how healthy the  
New Zealand banks are at the moment, 
the RBNZ lent exactly nothing to them 
during the first round if its FLP.
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