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

Equity markets had a volatile week as bond yields surged higher, dragging equities lower. The rising 

bond yields weighed particularly on growth stocks with the NASDAQ 100 ending the week down around 

5%.  

The rising bond yields also weighed on the NZX 50, which continues to underperform its global 

counterparts. The index hit its lowest level in more than three months, eventually ending the week down 

around 3%.  

 

What’s happening in markets 

It was all about fixed interest last week as government bond yields surged to multi-month highs as 

improvements in the broader economic outlook raised concerns of a sharp pickup in inflation – translating 

into higher interest rates. The US 10-year government bond yield traded above 1.5%, hitting its highest 

level in more than a year, while in New Zealand, the 10-year yield headed towards 2%, hitting its highest 

level in more than 18 months.  

The inflation debate has begun to garner more attention of late with policymakers grappling with 

accommodative monetary policy in a potentially inflationary environment.  

However, last week, Fed Chairman Jerome Powell pushed back on inflation concerns. Testifying to two 

Senate Committee’s, Powell said he viewed inflation as “soft” and added that “inflation dynamics do 

change over time, they don’t change on a dime”.  

Meanwhile, the move higher in interest rates saw a sharp sell-off in equities amid concerns of tighter 

borrowing conditions in the future and the attractiveness of higher yields. The biggest decline came in 

growth stocks, which have previously benefited from the low-interest-rate environment.  

The swift move higher in yields saw a pickup in market volatility with the VIX Index – a measure of 

market volatility – rising more than 20% last week.  

Also last week, the Reserve Bank of New Zealand meeting went by without too many surprises with the 

central bank remaining accommodative. The lack of rhetoric around the rising New Zealand dollar saw 

the currency make some gains, trading to its highest level versus the US dollar in more than three years.  

Staying in New Zealand, the Prime Minister announced on Saturday evening that Auckland would move 

back into Alert Level 3 after another positive COVID-19 case in the community. It was revealed this 

person had visited multiple busy and indoor locations while symptomatic.  

What’s on the calendar 

Bond yields will continue to dominate markets this coming week, which will take their lead from some 

key economic data and events. Most importantly, on Friday, the US economy will release the employment 

report for February where it is expected the economy added around 200,000 jobs – this coming after a 

disappointing January where the economy added just 49,000 jobs.  

Elsewhere Fed Chair Powell will speak again on Thursday at the Wall Street Journal summit, where we 

will be closely watching for any rhetoric around bond yields and inflation.  

Down under, the focus is across the Tasman with the Reserve Bank of Australia meeting on Tuesday. The 

central bank is expected to leave rates unchanged, but will likely reiterate its commitment to defending 

its 3-year yield target. Additionally, the RBA may consider addressing the Australian dollar, which hit a 

three-year high versus the US dollar last week.  

Also in Australia, fourth-quarter GDP data is expected to show the economy continued to claw its way out 

of the mid-2020 recession, albeit slowly.  

It’s a quiet week on the economic calendar in New Zealand, but we will be watching for any further 

COIVD-19 cases, which if occur, could see lockdown periods extended, potentially weighing on the 

economy.   
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Chart of the week 

While policymakers, for the most part, reiterate inflation will likely remain low, the bond market is telling 

a different story with the 5-year TIPS (Treasury Inflation-Protected Securities) rate nearing a 10-year 

high.  

A TIPS rate is inflation-protected, so as the yield rises, the rate of expected inflation is rising.   

 

 

Here’s what we’re reading 
 
Yearly predictions get a little long in the tooth, but the MIT Tech list is worth a read – especially given 

some key themes that are shaping investing and society, such as climate issues and personal data - 

https://www.technologyreview.com/2021/02/24/1014369/10-breakthrough-technologies-2021/ 
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