
16/03/2021 Constant Contact

https://app.constantcontact.com/pages/campaigns/email-details/details/activity/5a467203-6667-43a3-a621-7861d160174f 1/2

Daily Asia Wrap - 16th March 2021

Range Asian Hours
(from Globex open)

MARKETS/MACRO
It was a gentle start to the trading week for global markets as investors look ahead to some key
central bank mee�ngs on Wednesday (FOMC) and Thursday (BoE). The lighter ac�vity s�ll did not
hinder the major US indices booking further record highs with the Dow adding +0.53% to 32,953.46,
the S&P500 gaining +0.65% to 3,968.94 and Nasdaq composite closing up +1.05% at 13,459.71.
European equi�es ended mostly weaker on the day, as the incidence of corona virus in the EU
con�nues to increase. The DAX shrugged off -0.28% to 14,461.42, the CAC40 slid -0.17% to 6,035.97,
while the EuroStoxx 600 was flat at 423.08 and the FTSE100 -0.01% at 1,629.74. US treasuries
consolidated, with yields holding in close to recent highs with the 10y closing down -2bps on the day
at 1.605% and 2y off -0.1 bp at 0.15%. In the FX space, flows con�nue to be on the lighter side ahead
of the both the FOMC and the BOJ MPC later this week, helping to keep most G10 pairs in a rela�vely
�ght range. USD/JPY climbed for a fourth day, reaching its highest point since the middle of last year.
The pair is now up just shy of +4% over the last month as US economic outperformance con�nues.
With the Bank of Japan announcing its long-awaited policy assessment on Friday, there is a good
chance they could ‘out-dove’ the Fed so current momentum could be sustained. Crude prices
so�ened, with the WTI and Brent both declining -1.2% to $65.37 and $68.85 respec�vely and base
metals con�nued to push higher led by Aluminium (+2.2%) and Zinc (+1.9%).
 
On the data front, The March Empire Manufacturing Index indicated a bright start to the month for
the industry. The index rose to 17.4 from 12.1 – its highest reading since November 2018. Infla�on
sub-components rose to their highest since May 2011, with prices paid up +6.6pts to 64.4. It wasn’t
all one-way, however, with employment falling back to 9.4 from 12.1.
 
Elsewhere, Germany, France and Italy said they would join the list of other na�ons in suspending the
AstraZeneca vaccine roll-out, out of fear of poten�al issues with blood-clo�ng. The muted reac�on
in the stock’s share price and broader market suggests investors think this might be more poli�cal
posturing than serious cause for concern.
 
PRECIOUS
Gold managed to hold its ground Monday as investors bet on the Federal Reserve remaining dovish
at this week’s FOMC mee�ng. We opened in Asia yesterday at $1727.50, trading a $2.50 range prior
to the SGE open. Once Shanghai opened for business, there was decent physical buying seen, which
was con�nued on from last week. This helped propel the spot gold price toward $1734, with a
decline in yields being offset by modest dollar strength into the Asia a�ernoon. It came back off as
the London session rolled around, however, there was con�nual buying seen on the approach of
$1720, which held throughout Europe’s trading hours. Early NYK we began the gradual grind higher
to hit the days peak at $1734.60, before coming back off toward $1723. Over the remainder of the
NYK a�ernoon the yellow metal crept back up to close around $1732. Silver tested beneath $26 in
early trade Monday only to bounce back sharply on the Shanghai open. Later in the Asia a�ernoon, it
pushed all the way to $25.80 support, but there were decent Comex bids happy to scoop it up from
there. In the end the white metal finished up at $26.25. We suspect the metals will remain
rangebound leading up to the FOMC.
 
It was a calm and consolida�ve day in Asia today, with both gold and silver holding narrow ranges and
trading limited volumes. The yellow metal opened up at $1732 and traded sideways into the China
open. There was a brief dip therea�er to $1730, but it snapped back sharply to $1734. As I write we
are tes�ng $1735 (cash), where there are some no�ceable Ecomex offers and it is resis�ng for now.
At this week’s FOMC mee�ng it is widely expected that there will be li�le change from the central
bank in terms of its forward guidance and asset purchases. Chair Powell will likely reiterate that the
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recent rise in long-term yields reflects be�er growth prospects and reinforce the view that maximum
employment is far away so the Fed can be pa�ent. I believe gold will remain fairly quiet leading into
the announcment, with a slight upside bias, tes�ng the nerve of shorts in the lead up. Ahead today
on the economic calendar, look out for French and Italian CPI, Euro and German ZEW surveys and US
retail sales, industrial produc�on and capacity u�liza�on. Have a good day ahead and good luck.
 
 

Although the informa�on in this report has been obtained from and is based upon sources MKS
believes to be reliable, we do not guarantee its accuracy and it may be incomplete or condensed. All
opinions and es�mates cons�tute MKS' judgment as of the date of this report and are subject to
change without no�ce. This report is for informa�onal purposes only and is not intended as
investment advice, offer or solicita�on for the purchase or sale of an investment. This report does not
consider or take into account the investment objec�ves or financial situa�on of a par�cular party.
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