
Crypto concerns

The PBoC’s Deputy Governor, Li Bo, 
reiterated yesterday that China has no 
desire to replace the USD with their 
version of a digital Yuan stating “For the 
internationalization of the renminbi, we 
have said many times that it’s a natural 
process, and our goal is not to replace 
the US dollar or other international 
currencies. I think our goal is to allow the 
market to choose, to facilitate international 
trade and investment.” Hmmmmm …

And speaking of the crypto’s, after a  
run-up in prices ahead of Coinbase’s IPO 
last week, the cryptocurrency market 
plummeted around 10% on Sunday 
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after blackouts in China led to massive 
declines in bitcoin’s mining rates. This 
morning the market is bouncing back 
with bitcoin around the USD55.5k mark. 

This is probably a little premature, but with 
the European vaccine programme slowly 
starting to gain traction, expectations 
are starting to grow that ECB officials 
will look to start the public discussion 
as to what monetary policy will looking 
like in the post-pandemic eurozone. 

There continues to be further political 
fallout in the UK from the Greensill 
bankruptcy. Following on from the 
revelation that the Health Secretary, 
Matt Hancock, awarded contracts to 
Greensill, even though he owned shares 
in the company, it is now expected an 
enquiry will be called as to whether 
former PM, David Cameron, exerted 
undue influence when he text-messaged 
ministers last year about using Greensill 
Capital, where he was an adviser.

S&P has upgraded its New Zealand 
forecasts stating the local economy has 
defied predictions of a sharp recession 
as, “New Zealand has done an incredible 
job of containing COVID-19 ... and is 
still continuing to do better than most 
developed economies of the world, we 
would say that is certainly a positive 
economic influence on the banking system.” 

S&P are now forecasting economic 
growth of 2.4% this year and about 1.5% 
between 2022 and 2024, underpinned 
by the strength in the housing market.

Closing out last week …

The University of Michigan’s consumer 
sentiment survey for the US rose to 86.5 
in April, from 84.9 in the previous month 
but below market expectations of 89.6.  
It was the highest reading since March 2020. 
Year-ahead inflation expectations rose to 
3.7%, the highest level in nearly a decade.

Meanwhile, US housing starts soared 
19.4% on the month to an annualised rate 
of 1.739 million in March, to be the highest 
reading since June of 2006, easily beating 
market expectations of 1.613 million.

International bourses closed out the week 
in positive territory, with Europe broadly 
up 1.0% and the US up approximately 
0.3%. The dollar index weakened for 
the second week running breaking 
below 92.00 to close at 91.55, its lowest 
level in a month, which saw the NZD 
and AUD consolidate Thursday’s gains. 

Bonds markets saw yields firm a touch 
following Thursday’s weakness, with 
the US 10-year up to 1.58%, while the 
Bunds broke above -0.30% to yield 

-0.27%. Interestingly, the gap between 
the Australian and New Zealand 10-
year yields has increased to 12 bps with 
the AUD yielding 1.73%, while the 
NZ 10-year remains weak at 1.61%. 
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