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CURRENCIES Spot 6mths
NZD/USD 0.7234  -0.0001
NZD/AUD 0.9294 -0.0009
NZD/JPY 76.20 -0.16
NZD/EUR 0.5963 -0.0023
NZD/GBP 0.5248 -0.0004
NZD/CNH 4.6342  0.0576
AUD/USD 0.7784  0.0006
AUD/EUR 0.6416  -0.0019
EUR/USD 1.2132  0.0046
USD/CNH 7.1227  0.0806
GBP/USD 1.3907  0.0008
EUR/GBP 0.8724  0.0028
INT RATES NZ Australia
OCR/Cash 0.25% 0.10%
90 day bills 0.30% 0.01%
2 year swap 0.37% 0.07%
10 year Govt 1.37% 1.32%

Where are the USD buyers?

With US market participants celebrating
Presidents day, it appeared that the USD
bears took advantage of the illiquidity
to sell the USD-index to 90.30, a level
not seen since late January, as money
continued to flow into riskier currencies
amid the growing prospects of a robust
economic recovery supported by hopes
for more government spending and the
rollout of vaccines.

The biggest gain overnight was the
pound, which broke above the GBP/USD
level of 1.39 for the first time in nearly
three years, followed by the USD/CNH,
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which is losing ground as the offshore
yuan, the CNH rallied to its highest level
since June-2018. Even Japanese PM,
Yoshihide Suga, got involved announcing
he’s “closely watching the FX.” | suspect
he will like watching NZD/JPY, because
it busted above the 76.00 level to be at
76.20. In amongst this, the NZD and AUD
gently ground higher against the USD to
be at 0.7230 and 0.7785, respectively.

In terms of the overnight data, it was a
mixed bag after Japanese preliminary
GDP for Q4 jumped to 3.0% against an
expected 2.4% increase. For 2020 as a
whole, the Japanese economy shrank by
4.8 to record its first annual contraction
since 2009. While private consumption
and business spending were strong,
the GDP deflator, which is an inflation
indication, was particularly weak at 0.2%.

Japanese economy minister, Yasutoshi
Nishimura, stated “the Q4 GDP result
points to a potential economic recovery,”
before adding “while the economy recovery
is at a half-way point, the economy is still
below its pre-pandemic level and we need
to pay close attention to the downside
risks to the economy.”

Meanwhile, Singapore Q4 GDP printed
at +3.8% for the quarter, and was down
-5.4% for 2020, which was way worse
than the -2.4% forecast.

In the Eurozone, the trade surplus
widened to EUR29.2 billion in December
from November’'s EUR22.6 billion.

SERVICES ASSET

Barring

This gain was above market expectations
of EUR25.3 billion as exports climbed
2.3% on the year while imports fell 1.3%.

While the USD spent the session under
pressure, international equity bourses
took advantage to cement gains across
all indices. Commodities also tracked
higher while international bond markets
played catch-up on the US yield gains
from last week. This saw the 10-year
bund yield climb 6 pips to -0.40%, while
the 10-year NZ and AU swap rates made
substantial gains to be at 1.51% and
1.33% respectively.

In breaking news

Paschal Donohoe, President of the
Eurogroup, offered fresh hints that
further monetary financing is coming,
stating “supportive economic policies
should remain in place as long as needed.
National budgets should be approached
in a co-ordinated manner. As the recovery
phase is kicking in, we will move to more
targeted support measures for firms.”
Reading between the lines, it would
appear that debt discipline will be
loosened amongst member states as per
the EU’s Stability and Growth Pact, which
limits government deficits at 3.0% of
GDP and debt at 60.0% of GDP, with the
ECB adding further monetary financing.

This should support Eurozone growth in
2021 and 2022 on more spending, but
the Euro should weaken.
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Daily Rates

EX Spot FECs (mid) Spot Mid
Mid Tmth 3mths 6mths 12mths NZD/... AUD/...
NZ TWI 75.01 CAD 0.9141 0.9835
NZD/USD 0.7234 0.0000 0.0000 -0.0001 -0.0004 CHF 0.6441 0.6930
NZD/AUD 0.9294 -0.0001 -0.0004 -0.0009 -0.0020 CNY 4.6719 5.0268
NZD/)PY 76.20 -0.02 -0.07 -0.16 -0.39 DKK 4.4342 4.7710
NZD/EUR 0.5963 -0.0003 -0.0011 -0.0023 -0.0051 FJD 1.4685 1.5800
NZD/GBP 0.5248 0.0000 -0.0002 -0.0004 -0.0011 HKD 5.6086 6.0346
KRW 797.48 858.06
AU TWI 63.90 MYR 2.9223 3.1443
AUD/USD 0.7784 0.0001 0.0003 0.0006 0.0013 NOK 6.0725 6.5337
AUD/NZD 1.0760 0.0001 0.0005 0.0010 0.0024 SEK 5.9889 6.4438
AUD/JPY 81.98 -0.01 -0.04 -0.09 -0.24 SGD 0.9571 1.0298
AUD/EUR 0.6416 -0.0003 -0.0009 -0.0019 -0.0041 TWD 20.26 21.80
AUD/GBP 0.5597 0.0000 0.0001 0.0001 0.0001 ZAR 10.4647 11.2596
USD Index 90.33
EUR/USD 1.2132 0.0007 0.0022 0.0046 0.0098 EQUITIES
USD/JPY 105.33 -0.02 -0.09 -0.20 -0.49 Index
GBP/USD 1.3907 0.0001 0.0004 0.0008 0.0021 NZX50 12,511
EUR/GBP 0.8724 0.0004 0.0013 0.0028 0.0057 ASX200 6,869
Dow Jones 31,458
INTEREST New Zealand Australia S&P 500 3,935
RATES Borrow Invest Borrow Invest FTSE100 6,756
DAX 30 14,109
30 day bank bills 0.28% 0.24% 0.02% 0.02% Nikkei 30,084
90 day bank bills 0.32% 0.28% 0.03% -0.01%
FRA 90d in 3mths 0.28% 0.25% 0.05% 0.00% COMMODITIES
FRA 180d in 6mths 0.33% 0.30% 0.08% 0.04% USD
1 year swap* 0.30% 0.27% 0.05% 0.02% Dubai Light 61.93
2 year swap* 0.38% 0.36% 0.08% 0.06% Brent Crude 63.22
3 year swap* 0.52% 0.49% 0.16% 0.13% Gold 1,817.43
5 year swap* 0.87% 0.84% 0.55% 0.52% Silver 27.59
10 year swap* 1.53% 1.50% 1.36% 1.35% CRB Index 196.90
10 year Govt bond 1.35% 1.32%

* Semi-annual rate resets except AUD 1,2,3 year quarterly

This document has been prepared by Bancorp Treasury Services Limited (“BTSL’). Whilst all reasonable care has been taken to ensure the facts stated are
accurate and the opinions given are fair and reasonable, neither BTSL nor any of its directors, officers or employees shall in any way be responsible for the
contents. No liability is assumed by BTSL, its directors, officers or employees for action taken or not taken on the basis of this document.
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