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ANZ Investments brings you a brief snapshot of the week in markets  

US equity markets eased off all-time highs as rising bond yields continued to weigh on equity prices. On 

Wednesday, the S&P 500 hit a new all-time high near 3,900, but a late-week sell-off saw the broad index 

end the week lower. Meanwhile, the NASDAQ 100 recorded its fourth losing week in the past five, ending 

down 0.8%. 

Down under, despite some lacklustre economic data in New Zealand, the NZX 50 was able to end the 

week higher, gaining around 0.7%, while the ASX 200 ended down around 0.8%.  

What’s happening in markets 

The Federal Reserve meeting on Wednesday was the driver for sentiment last week where the committee 

continues to juggle rising inflation expectations with its heavily accommodative policy. The conundrum 

comes as bond markets are pricing in a faster-than-expected economic recovery, which is driving yields 

higher in contrast to the Fed’s broader rhetoric.  

The Fed acknowledged that inflation is on the way, but said it appears it would be short-lived, which 

won’t be enough to alter monetary policy.  

“I would note that a transitory rise in inflation above 2%, as seems likely to occur this 

year, would not meet this standard,” Powell said.  

Still, the remarks did little to stop the climb in yields with the US 10-year government bond yield hitting 

its highest level in more than a year around 1.75%.  

Meanwhile, in New Zealand, a disappointing 2020 fourth-quarter GDP report, which showed the economy 

contracted 1% over the quarter raised concerns of a double-dip recession and probably put to bed any 

thoughts of an interest-rate hike in the next couple of years. The 1% decline saw the year-on-year 

inflation in negative territory.  

It was better news across the Tasman with Australian employment data showing the country continues 

its strong rebound. The economy added nearly 90,000 jobs in February, while the unemployment rate fell 

to 5.8% - its lowest level since March 2020. However, the strong data will pose challenges for the 

Reserve Bank of Australia, which continues to maintain its ‘lower for longer’ pledge on interest rates – a 

similar challenge the Federal Reserve is facing.     

Elsewhere, on Friday, bank stocks took a hit after the Fed said an exemption that let banks exclude 

treasuries and deposits with the central bank to be excluded when calculating a key capital measure 

would expire on 31 March. The measure was put in place during the mid-2020 COVID sell-off.  

What’s on the calendar 

It’s a relatively quiet week ahead, with central bank rhetoric expected to be the main driver.  

Fed Chair Jerome Powell will testify before two Congressional committees and will speak at a Bank of 

International Settlements event on Monday. However, these appearances could offer little insight, with 

each appearance focusing on specific topics, which include central bank innovation, COVID-19 relief and 

the Economic Security Act. In saying this, given the relevance of Fed policy and inflation, some 

lawmakers may attempt to slip some questions regarding inflation concerns.  

In economic data, US personal consumption and expenditure data on Friday, which includes the PCE 

deflator – the Fed’s preferred measure of inflation – will be closely watched. PCE inflation was running at 

1.5% in January, and expectations are for a slight rise to around 1.7%. Any strong surprise to the upside 

could put the Fed in more of a pickle with the pickup in inflation expected to come later in the year.  

Elsewhere, US consumer sentiment and final reading of GDP and trade data in New Zealand are out.  

Finally, the releases of the European Central Bank’s weekly bond purchases may be of note given the 

central bank said it would “significantly” increase its purchases. However, it may take a few weeks for the 

increase to show up in the data.    
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Chart of the week 

For the first time in more than a year, COVID-19 is no longer the biggest tail risk to markets, according 

to the latest Fund Manager Survey. Unsurprisingly, inflation has taken the top spot, along with a bond 

market “tantrum”.  

 

 

 

 

Here’s what we’re reading 
 
Understanding short sellers. An Op-ed piece on why they aren’t as evil as many market participants, 

regulators and other bodies think - https://thehill.com/opinion/finance/543345-in-defense-of-the-

misunderstood-short-seller 

Housing as a hedge against inflation: “If you took all your money and left it in your checking account or 

buried it in your backyard, it would lose 50% of its value in 23 years with a 3% inflation rate” - 

https://awealthofcommonsense.com/2021/03/why-housing-is-a-good-hedge-against-inflation/ 
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