
Some guy called ‘Joe’ just got 
promoted
Congratulations, Mr. Biden. 

However, while all this talk of unity  
sounds good … there are a couple of 
flashing lights. The Republicans have 
already started pushing back on the 
proposed USD1.9 trillion stimulus pack-
age, there are House and Senate elections 
in 2022 where, on average, incumbent 
Presidents typically lose 5.0% in their first 
mid-terms, which would see both House’s 
swing to the Republicans, and, House 
Leader, Nancy Pelosi, announced she will 
be sending the articles of impeachment 
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against Trump to the Senate soon. Simply 
… don’t expect any change!   

The BoC left its target overnight rate 
at 0.25% and maintained its forward 
guidance. This was in-line with expecta-
tions with a continuation of the  
CAD4 billion per week QE programme.  
This is perhaps a little unsurprising after 
the annual inflation slowed to 0.7% in 
December from 1.0% in November.

It was a different story in the UK as 
inflation edged up to 0.6% in December 
from 0.3% in November, slightly above 
market forecasts of 0.5%.

In a bearish move, Bloomberg reports 
that the ECB is pursuing a strategy of 
yield spread control as “the ECB is buying 
bonds to limit the differences between yields 
for the strongest and weakest economies in 
the eurozone, according to officials familiar 
with the matter, with one person saying 
the central bank has specific ideas on what 
spreads are appropriate.”

China has been increasingly supportive 
of infrastructure development in the 
wake of the COVID-19 crisis, and its not 
stopping any time soon after President Xi 
announced he wants to expand their high-
speed rail development even further. This 
will be AUD/USD supportive! Meanwhile, 
the Chinese government is continuing 
to write cheques at an alarming rate as 
Foreign Direct Investment (“FDI”) into 
the mainland jumped 6.2% on the year, 
a record high CNY999.98 billion, or, 
USD144.37 billion. Authorities are also 

stepping up efforts to convince citizens to 
‘stay put’ over the Chinese New Year. 

Australia monthly consumer confidence 
sentiment fell -4.5% (prior +4.1%) to hit 
107.0 on a jump in COVID-19  cases and 
lockdowns. Disturbingly, there was also 
the comment “there may also be an element 
of statistical correction given that the index 
had surged by 40.0% between August and 
December.”

In amongst the overnight news, financial 
markets continued to focus on the 
positive which broadly saw Asian and 
European markets up 0.5-1.0%, while US 
markets are up 1.0-2.0%. Commodities 
are also higher, yields are flat with the  
US 10-year at 1.1%, while the USD index 
is off 0.2%. This saw NZD/USD rally to 
0.7165 and the AUD/USD jump to 0.7740.     

Can you lock-down in a self-
driving car? 

As US COVID-19 related deaths top  
400 thousand, Germany extended 
lockdown for another two weeks through 
to 14th February with Chancellor Merkel 
also considering border closures.

While Tesla was the darling of the financial 
markets for much of 2020, the ‘big guns’ 
have joined the party. Microsoft and GM 
have partnered to launch a USD2 billion 
funding round for a self-driving venture 
called Cruise, which will invariably include 
Microsoft’s automation driving partner, 
Google.  
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