
BoC unchanged
The BoC lefts its key overnight rate 
unchanged at 0.25% and maintained 
its forward guidance and QE program, 
of at least CAD 4 billion per week. 
Policymakers said that despite the 
stronger near term outlook, there is still 
considerable economic slack and a great 
deal of uncertainty about the evolution 
of the virus and the path of economic 
growth. GDP growth in Q1/2021 is 
now expected to be positive. In a similar 
move to the RBNZ, the BoC expect CPI 
to move temporarily to the topside  
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of its 1.0%-3.0% target band in the next 
few months, before moderating.

US inflation came out bang in-line with 
expectations at 0.4% on the month, and 
1.7% on the year, for its highest print 
since February 2020 due to higher energy 
costs. Meanwhile, core inflation eased to 
1.3% from 1.4%, below forecasts of 1.4%. 
Fed Chair Powell has been reiterating 
that inflation could exceed 2% although 
immediate upward price pressures are 
likely to be temporary.

And in what is becoming a trend, ECB 
forecasts reportedly assume only a 
fleeting jump in inflation before pulling-
back.

Chinese CPI compressed in February 
-0.2% while PPI jumped 1.7%. Both were 
slightly better than expectations of -0.3% 
and +1.5%. The main rationale for the 
compression of CPI was the continuing  
fall of pork prices, although the PPI print 
was the highest in two years as commodity 
price rises fuelled the index higher during 
the month. It should be noted, that 
following yesterday’s pullback in Chinese 
iron ore, copper futures have retreated 
6% from last month’s 10 year high driven 
by a rising USD and bond yields.

China’s banks extended CNY1.36 trillion 
in new yuan loans in February, well  
below January’s record CNY 3.58 trillion, 
but well above market forecasts of  
CNY 0.95 trillion.

In a speech yesterday, RBA Governor 
Philip Lowe, told us nothing we didn’t 
already know, reiterating the central bank, 

“will not be hiking the cash rate until 2024 
at the earliest, that he needs to see progress 
toward full employment and inflation into 
the 2-3% target range before doing so.” He 
then added he, “would be comfortable with 
a lower AUD, but cannot say its overvalued, 
and that he is still considering whether to 
move from April 2024 bond to the Nov-
ember 2024. While the RBA is doing a huge 
amount of QE already, its sensible to see 
how the economy develops before deciding 
on more.” Finally, he added, “a tight labour 
market is key to driving higher wage growth,” 
and, on the bond market he stated, “I do not 
believe the market pricing is correct.”

New Zealand February card spending 
fell -3.2% on the month with retail card 
spending down -2.5%

Steady as she goes
Markets were ‘Steady Eddie’ overnight, 
with international bourses up moderately 
although US equities found support after 
Treasury yields turned lower in advance 
of the 10 year note auction. Currently 
the 10 year yield is at 1.515%, while the 
antipodeans are at 1.79% (New Zealand) 
and 1.70% (Australia). The NZD/USD  
and AUD/USD were relatively range 
bound to be at 0.7185 and 0.7725, 
although NZD/AUD eased to 0.9300.   
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Spot
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