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The week that was

e Policy response continued to be the major factor in
market moves this week. An announcement by the
US Federal Reserve that its quantitative easing
program would be limitless in scale, and a massive
US fiscal stimulus were key factors supporting a rally
in global markets.

e Ultimately the US fiscal package was ratified by the
House of Representatives on Friday and signed into
law by the President paving the way for an
unprecedented USD 2.2 trillion stimulus to flow to the
economy.

e Although gains were hampered by continued
escalation of COVID-19 cases and deaths, equity
markets climbed over the week. In Australia, the
ASX200 rose 0.5% and in the US the S&P500
increased 10.3%. European stocks were up 6.1%
and the Nikkei surged 17.1%.

e In Australia, the RBA embarked upon its quantitative
easing program and, for the first time, purchased
$19bn of government bonds and $2bn of semi-
government bonds (including $530m of TCorp
bonds). This also included the start of yield curve
control — keeping the Australian 3-year bond yield
close to 0.25%.

e The Australian 3-year bond yield ended the week at
0.26%, marginally higher than the RBA’s target.
Australia’s 10-year bond yield fell 22bps over the
week to 0.93% and TCorp’s 10-year yield fell by
19bps to 1.61%. The US 10-year bond declined by
17bps to 0.67%.

e A3 ended the week at US 61.7 cents, up 6.6%. This
was, however, more a weakening of the USD which
reflected investors’ month-end portfolio rebalancing
rather than a sign of confidence in the Australian
economy.
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As more countries and regions enter the lockdown
phase to contain the virus, the demand for oll
continues to drop. In addition, the US has deferred
plans to purchase additional oil for its strategic
reserve.

With no curb in production currently planned, and
OPEC not scheduled to meet again until June, the
price of oil remains under pressure ending the week
7.6% down at $24.93 a barrel.

India, the UK and New Zealand fell into countrywide
lockdowns, as other regions, including Australia,
brought in tough social distancing measures and the
Tokyo Olympics was postponed. Meanwhile, China
has announced Wuhan will exit lockdown on 8 April.

As March economic data begins to roll in, the
magnitude of disruption to economies globally as a
result of COVID-19 is starting to take shape.

Dismal readings for Eurozone, UK and US PMIs
were released — including some of the lowest ever
scores recorded. Europe plummeted from 51.6 to
31.4, UK from 53 to 37.1 and the US from 49.6 to
40.5. These readings are deep in the contractionary
zone (<50) and well below levels generally
consistent with recession.

Key themes across all the PMI data sets were the
service sector being heavily impacted as lockdowns
and other social distancing restrictions were
implemented, new orders were down, employment
was down and future output looks bleak.

In the US, new jobless claims ballooned to 3.28m in
the week, versus an expected outcome of 1m. In the
prior week, initial jobless claims were 282,000. This
is four times higher than any other week recorded.

ANZ’s consumer confidence survey for March
printed at 106. This is a decline of 16 points from the
prior month. Notably though, Stage 2 restrictions
were implemented at the end of the survey period,
and further restrictions came into effect later in the
month, so further deterioration is expected.

Ratings agency Fitch downgraded Britain’s
sovereign debt rating to AA-. The cut being based on
the expected increase in government debt to provide
fiscal support in the fight against COVID-19.

The week ahead

Minutes from the RBA’s emergency meeting in
March, in which it cut rates to 25bps to the effective
lower bound, will be released.

A third wave of government support has been
announced, in the form of a direct wage subsidy for
businesses. We should see details in the coming
days.

The Chinese Caixin PMI will provide a gauge of the
initial recovery of manufacturing in China.

After the staggering new jobless claims number in
the US last week, this week’s unemployment rate is
expected to rise dramatically.
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Financial markets data: Week ending 27 March 2020
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This material has been prepared by New South Wales Treasury Corporation ABN 99 095 235 825 (TCorp), a statutory
corporation of New South Wales.

This material is of a general nature only and does not take into account your investment objectives, financial situation or
needs. This material does not constitute investment advice. It should not be relied upon in determining whether to invest in
a TCorpIM Fund. TCorp recommends you seek your own legal and financial advice before proceeding with any investment
decision.

While this material has been formulated with all due care, TCorp does not warrant or represent that the material is free
from errors or omissions, or that it is exhaustive. TCorp takes no responsibility for the accuracy, adequacy, currency or
completeness of any information included in the material provided by third parties. Except where contrary to law, TCorp will
not be liable for any loss, damage, cost or expense (whether direct or indirect) incurred by you as a result of the use of, or
reliance on, the information contained in this material.

This material is not intended to forecast or predict future events. Past performance is not a guarantee or a reliable indicator
of future performance. The material is subject to change without notice and TCorp is not under any obligation to update the
information or correct any inaccuracy which may become apparent at a later date.

Unauthorised copying and distribution of this material is prohibited.

© New South Wales Treasury Corporation 2020. All rights reserved.

TCorp provides best-in-class investment management, financial management, solutions and advice to the New South Wales
(NSW) public sector. With over A$108 billion of funds under management, TCorp is a top five Australian investment
manager and is the central borrowing authority of the state of NSW, with a balance sheet of A$82 billion.

Level 7, Deutsche Bank Place,
126 Phillip Street, Sydney, NSW 2000

Tel: +61 2 9325 9325 NSW C O r p
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