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Main Themes: Improved risk sentiment pushed up 
markets overnight. There was renewed focus on the 
strength of the US recovery, the upcoming US fiscal 
package and an apparent easing of concerns over 
rising inflationary pressures.   

Share Markets: US stocks markets gained overnight, 
as dip buyers pushed tech stocks higher. This 
propelled the Nasdaq up 3.7%. Yesterday’s rotation 
from away from high-valuation stocks to shares 
linked to the economic cycle reversed sharply, at 
least for the day. The Dow was up 0.1%. 

In Europe, the Dax was up 0.4%.  

The bearish mood in China continued. The Shanghai 
Composite declined 1.8%, despite the intervention 
of state-backed funds. The funds, known as China’s 
‘national team’, step into markets from time to time 
to reduce volatility. The benchmark CSI 300 has 
plummeted 14% in the last 14 trading days.  

The ASX 200 rose 0.5%. Futures point to a solid 
open.  

Interest Rates: Australian 3-year bond yields 
declined 2 basis points to 0.11% while the 10-year 
bond crept up 1 basis point to 1.78%. Today, bond 
markets will be closely watching RBA Governor 
Lowe’s address on ‘The Recovery, Investment and 
Monetary Policy’. 

The US 10-year bond yield declined 6 basis points to 
1.54% but remains near its highest level in a year. 

Foreign Exchange: The AUD/USD pair bounced off a 
one-month low of 0.7621 to finish up on the day at 
0.7716. The US dollar was weaker.  

Commodities: The oil price fell below $65 a barrel, 
extending its retreat from multi-year highs. The iron 
ore price declined after China imposed new 
production restrictions on steelmakers to combat 
pollution.  

Australia: February survey data on business 
confidence and conditions showed that businesses 
are upbeat. The business confidence index 
increased to 16, from 12 in January, reaching its 
highest level since early 2010. This is well above the 
long-run average. 

Business conditions also improved in the month, 
rising to 15, returning to close to its December level 
(16) which was the highest reading since 2018.  

Capacity utilisation increased further in February, 
reaching 81.8%, its highest level since 2019. Higher 
capacity utilisation is associated with increases in 
capital expenditure and employment. This is an 
encouraging sign for business investment, which 
picked up in the December quarter, but remains 
subdued relative to pre-COVID levels. A further pick 
up in business investment will be necessary for a 
sustainable recovery.  

Looking forward, we expect business conditions will 
be supported over the coming period by low 
interest rates, tax incentives, the vaccine rollout 
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and the subsequent relaxation of social distancing 
rules.  

The Manpower business survey, which examines 
the employment outlook, increased 16% for the 
June quarter of 2020, up from 12% in the previous 
quarter. A positive figure indicates employers 
intend to increase hiring.  

New Zealand: Business confidence dipped in 
February, to 0.0 from 7.0. Businesses expectations 
for activity in their own firm also declined. This 
follows a tightening in COVID-related restrictions 
over recent weeks. Despite the recent drop, gauges 
of business activity generally remain around 
average levels.  

Manufacturing sales declined 0.6% in the December 
quarter, following a 10.0% jump in the September 
quarter.  

Europe: Eurozone final December quarter GDP 
contracted 0.7% (initial read of -0.6%) alongside 
lockdowns in major economies in the currency 
union. In annual terms, GDP was down 4.9%. 

United States: The NFIB small business optimism 
index increased from 95.0 to 95.8 in February, 
although was slightly weaker than expected. Severe 
weather hampered economic activity in February. 

The $1.9t relief plan is poised to pass the House of 
Representatives on Wednesday morning (US time). 
It will then go to President Biden for his signature. 
Stimulus cheques worth $1400 will start to go out in 
a matter of weeks. 

World: The OECD upgraded its global growth 
forecasts to 5.6% for 2020 and 4.0% for 2022, up 
from 4.2% and 3.7% respectively in its December 
forecasts. In its interim economic outlook, the OECD 
pointed to accelerated vaccine rollouts and the new 
US fiscal package as the drivers of the revisions.  

The OECD ramped up its expectations for US GDP 
growth in 2021 to 6.5% from 3.2%. The OECD 
estimates the relief package will boost US output by 
3% to 4% on average in its first full year.  
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Today’s key data and events: 

 

AU RBA's Lowe Gives Speech in Sydney (9:00am) 

AU Westpac MI Consumer Confidence Mar prev 109.1 
(10:30am) 

CH CPI Feb y/y prev -0.3% exp -0.3% (12:30pm) 

CH PPI Feb y/y prev 0.3% exp 1.5% (12:30pm) 

US CPI Feb m/m prev 0.3% exp 0.4% (12:30am) 
 

Times are AEST. All data forecasts are m/m or q/q and seasonally adjusted 
unless otherwise specified. Forecasts for Australian data are our forecasts and 

for other countries they are consensus forecasts. 
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The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may 
not comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment 
objectives or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should 
be made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract 
to supply Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of 
Melbourne does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims 
any duty of care in relation to the Information and liability for any reliance on investment decisions made using the Information. The Information 
is subject to change. Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its 
officers, agents or employees (including persons involved in preparation of the Information) may have financial interests in the markets 
discussed in the Information. Bank of Melbourne owns copyright in the information unless otherwise indicated. The Information should not be 
reproduced, distributed, linked or transmitted without the written consent of Bank of Melbourne. 
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