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NZ ends 2020 with a gangbuster GDP lift 

Yesterday’s NZ GDP result confirmed the NZ economy is recovering much stronger and much faster than previously 
expected. GDP lifted a whopping 14% in Q3 (ASB: 13%, mkt: 12.9%, RBNZ: 13.4%), with stronger-than-expected lifts in 
construction and retail trade/accommodation leading the gains. Previous declines over Q1 and Q2 were also revised 
downward. All-up, economic activity has now lifted above pre-COVID levels – a remarkably strong result. With the NZ (and 
international borders) still largely shut, activity in a number of sectors is well below year-ago levels, but that impact is 
being offset by stronger performances elsewhere. The good GDP reading wasn’t the only good piece of domestic news 
yesterday either, with PM Ardern revealing NZ has purchased 15m vaccine doses from a number of providers as the 
government makes preparations for its largest-ever vaccination programme. 

With Q4 NZ growth indicators also looking strong – particularly for retail and housing-related sectors, yesterday’s GDP 
result was yet more evidence of the resilience of the NZ economy. Eyes now turn to 2021 as we look to see whether the 
recovery will continue. In the November MPS, the RBNZ was a bit sceptical that it would and reckoned the economy would 
re-enter recession in H1. Still, our view remains that further cuts in the OCR are unlikely to be on the cards.  

In line with those expectations, NZ yields lifted off the back of the result and the curve steepened, with the 10-year yield 
NZ Government bond yield just shy of 0.92%. The rebound also helped bolster the kiwi, with the NZD/USD hitting highs in 
the past 24 hours not seen since 2018, at around 0.7150. The positivity in sentiment also saw equities make gains, with 
the NZX50 up 0.47%. Similar themes took hold in Aussie amid some broadly positive data readings. There was a strong 
lift in employment data (+178.8k) and the unemployment rate eased to 6.8% (mkt 7%, CBA: 6.7%).  The Australian 
government’s Mid-Year Economic and Fiscal Outlook showed a slightly-better-than-expected result too. The good news 
saw a sell-off in the Australian bond market and equities lifted up to 10-month highs.  

In the US, there are hopes that a stimulus deal could be close. The Senate Majority Leader Mitch McConnell is reportedly 
saying that a $900 billion package could be close at hand, telling colleagues they shouldn’t break for the holidays just yet as 
a deal gets thrashed out. Meanwhile, initial jobless claims were weaker than expected (885k versus survey: 818k), 
highlighted the risks to the US recovery and the need for more fiscal support. 

Cautious optimism on the US stimulus package helped US equities make gains overnight. All the key indices lifted a 
shade, with the Dow up 0.4%, S&P500 lifting 0.5% and the Nasdaq lifting 0.7% as at the time of writing. Those gains sent 
the S&P500 and the Nasdaq past their previous record highs. US bond yields continued to build on their gains after 
yesterday’s Fed meeting, with the 10-year Treasury up to 0.935%.  

Brexit news has been mixed overnight. The EU side is suggesting a Brexit deal could also be on the cards, with Chief 
Negotiator Michel Barnier said overnight that a “good progress, but last stumbling blocks remain.” Things are really going 
down to the wire now, with the European Parliament setting Sunday as a deadline for a deal, so that it has time to give its 
approval. Comments from the UK side were much less bullish, with the prominent Cabinet minister Michael Gove putting 
the odds of a deal at less than 50%. All up, the tone in European markets was mixed. Most European equities indices 
made broad gains (pan-Euro Stoxx 50 index up 0.5%), but the UK FTSE had eased a little at the time of writing on Gove’s 
comments (-0.3%). 

The Bank of England also opted to leave its policy rate on hold at 0.1% in its last announcement of the year, as had been 
widely expected. The Bank also extended its pandemic lending programme to SMEs and warned that the UK economy was 
likely to take a bigger hit than previously expected.  

FX Update: USD weakness remained the key theme overnight, falling against all the other G10 currencies. The NZD/USD 
was sitting at 0.7150 as at the time of writing, whilst the NZD/AUD has eased slightly to 0.9380. Currency markets generally 
saw the Brexit news in a cautiously positive light, and both Sterling and the Euro made gains against their G10 peers. 

Day ahead: There are three final pieces of domestic data for 2020 out this morning, with ANZ Consumer Confidence out at 
10am, the November Trade balance at 10.45am and the ANZ Business Outlook survey at 1pm. We expect the NZ trade 
balance to register a $242m monthly surplus and a $3.3bn annual surplus – the largest on record by our reckoning. There’s 
also a little bit of central bank action, with the BoJ expected to retain its policy rate at -0.1%. 
 
This is our last Daily Alert of 2020. The first Daily Alert for 2021 will be published on Monday, January 11. To keep up to 
date and to stay informed on economic developments, please ensure you are signed-up to our distribution list here. 
Stay safe this summer and we’ll catch you in the new year. Author: nathaniel.keall@asb.co.nz  
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This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or needs. 
Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard to your 
objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the 
information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, 
reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this document are subject 
to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by ASB Bank Limited. We are 
under no obligation to, and do not, update or keep current the information contained in this document. Neither ASB nor any person involved in the 
preparation of this document accepts any liability for any loss or damage arising out of the use of all or any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to contingencies 
and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant that any of these 
valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.  

 

Currencies Currencies Commodities Equities

NZD/USD 0.7151 1.3% NZD/SEK 5.913 -0.2% NZX WMP 3215.0 -0.3% Dow 30275 0.4%

NZD/AUD 0.9381 0.3% NZD/DKK 4.336 0.2% Gold $/o 1884.9 1.1% S&P 500 3719 0.5%

NZD/EUR 0.5828 0.2% NZD/THB 21.3 0.4% WTI Oil $/b 48.2 0.8% NASDAQ 12737 0.6%

NZD/JPY 73.70 0.2% AUD/USD 0.7623 1.0% Money Market (%) FTSE 6551 -0.3%

NZD/GBP 0.5252 0.1% EUR/USD 1.227 1.1% 90 Day BB 0.26 0.00 CAC-40 5549 0.0%

NZD/CAD 0.9104 0.1% USD/JPY 103.1 -0.7% OCR 0.25 0.00 DAX 13667 0.7%

NZD/CHF 0.6323 6.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 26678 0.8%

NZD/HKD 5.544 1.3% NZ 0.94 0.06 1yr 0.27 0.00 Nikkei 26807 0.2%

NZD/SGD 0.9478 0.8% US 0.93 0.02 2yr 0.29 0.01 ASX200 6757 1.2%

NZD/CNH 4.658 0.2% Aust 0.99 0.03 5yr 0.51 0.03 NZX50 12889 0.5%
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