
That looks expensive … 

As if the global shipping industry needs 
more disruption, a 400 metre long super 
container ship has run aground and is 
blocking the Suez Canal, with reports of 
ships backed up either side of the canal. 
The 219,079 tonne MV Ever Given report-
edly lost power and turned sideways in a 
wind gust. Oil jumped 5.0% on the news, 
regaining some of its losses seen in the last 
couple of weeks.  

The Canadian dollar remains the top 
performing G10 currency on a year to 
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date basis and this looks set to continue 
even as crude oil prices take a fall. 
The driver currently is the expected 
divergence in the central bank policy path 
and yesterday, during a speech, Deputy 
Governor, Toni Gravelle, reinforced 
that prospect by confirming that the 
BoC was winding down the emergency 
liquidity programs put in place last year 
in response to the COVID-19 crisis.

The commodity currencies were driven 
lower overnight as the NZD/USD, 
driven by a stronger USD and further 
market digestion of the New Zealand 
government’s recent housing initiative, 
fell below 0.7000 and is 6.82% off  
its February high, trading at 0.6975 
at the time of writing. Meanwhile, the  
AUD/USD slips below 0.7600 on the back 
of USD strength as the EUR/USD moves 
below 1.1850. Swap rates in New Zealand 
have plummeted with the 10 year falling 
another 10 bps yesterday, with the rest of 
the curve falling in similar fashion. Swap 
rates across the Tasman are down a few 
bps across the curve. 

US equities were in the green as steady 
bond yields and a well received Treasury 
auction helped boost investor confidence.  
Demand increased at an auction of 
treasury notes, a relief after last months 
disastrous auction which sparked a global 
selloff in bonds. The US 10 year bond 
yield stabilised at 1.62%, while the 10 year 
German bund slipped below -0.35%. 

Kuroda, the Tokyo whale

Yesterday, BOJ Governor, Haruhiko 
Kuroda,  told the Japanese Parliament the 
central bank will continue with powerful 
monetary easing “persistently” and had no 
plan to start selling its massive holdings 
of ETFs. “We have absolutely no plan to 
unload our ETF holdings. If we were to do  
so in the future, we must decide on guidelines 
at a policy-setting meeting.”  

Late last week, the BOJ removed an 
explicit guidance to buy ETFs at an 
annual pace of roughly JPY6 trillion  in  
a review of its policy tools. Instead, the 
BOJ said it would step in only when 
markets destabilise, with a spending 
ceiling of JPY12 trillion that was set 
last year when the initial COVID-19 
outbreak hit financial markets.

The BOJ is still the biggest whale in  
town, owning JPY60 trillion (including 
JPY13 trillion of unrealised gains) at the 
end of February, and became the largest 
owner of Japanese stocks in December 
last year, surpassing Japan’s Government 
Pension Investment Fund. 

The BOJ has been buying ETFs for 
a decade as part of efforts to drag the 
world’s third-biggest economy out of 
deflation. 
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