
Powell disappoints 
Overnight, Fed Chair, Jerome Powell, 
spoke at a WSJ event and discussed the 
state of the US economy, and, with the 
recent focus on yields, you can guess 
what everyone was waiting for!

Unfortunately, the most he said was 
that the recent movements had caught 
his eye and that he “would be concerned 
by disorderly conditions and a persistent 
tightening of financial conditions.” 

Powell also said the Fed is content with 
the current asset purchases, suggesting 
there will be no extension of duration or 
QE twist. He repeated the mantra that 
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the Fed is a long way away from where it 
wants to be with the real unemployment 
rate at 10.0%. 

And, on cue, initial claims came in at 
745,000 — slightly worse than last weeks 
revised 736,000 — while manufactured 
goods rose by 2.6% which is the largest 
increase since last July. 

The reality is that the Fed policy 
remains very loose and Jerome Powell 
is showing that he will not be bullied 
by the markets. This has seen 10 year 
US yields rise to 1.53% and bunds 
surge to -0.31%, although the big 
movers have been the New Zealand 
and Australian yields, which are up 
10 pips to 1.83% and 1.76% respectively. 

In amongst this, the USD has bounced 
back to a 1-month high, which has seen 
the EUR/USD, AUD/USD and NZD/USD 
all ease to 1.1985, 0.7735 and 0.7200.

Other FED comments overnight included 
those of Chicago Fed President, Charles 
Evans; “yields are increasing due to real 
factors, like vaccines. A stronger economy 
would make real rates go up. Not thinking 
about yield-curve control (but the) Fed  
could lengthen maturity of bond buying 
if needed.” Philly Fed President, Patrick 
Harker, then added “if a rate hike happens, 
it may be toward end of 2023.”

Meanwhile, the Reserve Bank of New 
Zealand (“RBNZ”) Governor, Adrian Orr, 
reiterated that central banks globally 
are aiming to overshoot inflation targets, 

while domestically, two local banks are 
forecasting NZD7.70/kgms for the farm-
gate milk price. 

Following its strong GDP print, the 
Australian data continues to go from 
strength to strength with a world record 
(in Australia) January trade surplus of 
AUD10.142 billion, which exceeded the 
AUD6.85 billion forecast. 

In a perfect storm, exports were up 
6.0% on the month while imports were 
down 2.0%.  Australia produced a record 
surplus in 2020 of AUD72.7 billion and, 
with high iron ore and copper prices  
even higher, 2021 will produce another 
record surplus. Meanwhile, Australian 
retail sales for the January month came  
in at +0.5%, just below the +0.6%  
forecast.

Head of Financial Stability, Jonathan 
Kearns, announced the Reserve Bank of 
Australia (“RBA”) “is watching borrowers’ 
ability to repay as some households and 
firms will have struggles repaying debt, and 
it’s important that there is no deterioration 
in lending quality.”

Reuters report that China’s USD1 trillion 
sovereign wealth fund, China Investment 
Corp (“CIC”), is scouting for long-term 
investments in the United States having 
established a USD5 billion fund with 
Goldman Sachs.

OPEC+ decided to keep a tight limit 
on oil production next month, sending  
prices soaring, while nickel is down 8.2%. 
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