
 
 
 

19 January 2021 
 

ASB Economics   |   649 301 5657 |  

Please refer to the important disclosures at the end of this document 

 

1 

China still at the vanguard of global recovery 

It was a holiday in the US overnight (Martin Luther King Day), and this has spelled the usual torpor across global financial 
markets. Commodity, bond, and currency markets were largely becalmed. European equities and US stock futures have 
eked out small gains, as earlier New Year enthusiasm continues to be reined in. Investors are increasingly starting to factor 
in the reality that global growth in Q1 will be affected by renewed lockdown restrictions and that President-elect Biden’s 
US$1.9t stimulus plans will likely have to be watered-down to win the support of Senate Republicans. 

We did get further confirmation yesterday that China remains at the vanguard of the global economic recovery. Fourth 
quarter Chinese GDP figures beat already solid expectations, with growth printing at 6.5% yoy in Q4 – a rate that’s likely to 
prove the high watermark for the G20 as other countries’ Q4 GDP figures start rolling in. Industrial production (+7.3% yoy), 
itself significantly bolstered by government stimulus, drove a good chunk of the recovery with the consumer playing more 
of a supporting role (retail sales +4.6% yoy, below the 5.5% expected). We’ve upgraded our 2021 Chinese GDP forecast to 
9.2% yoy, with 2022 shaved to 5.4% yoy. 

Chinese sharemarkets outperformed in Asia yesterday (CSI 300 +1.1%, HangSeng +1%), but market reaction more generally 
was limited. Caution around the recent wave of Chinese COVID cases and lockdown restrictions in the Hebei province 
perhaps limited celebrations. A further 109 COVID cases were reported in China yesterday.  

FX: As noted above, there was no news to drive FX markets overnight, so most currencies simply shuffled sideways. The 
NZD/USD lost a further 20-30 points and currently trades close to 0.7110. Trading is likely to remain fairly quiet until the US 
returns from holiday tonight. Tonight's GDT dairy auction could impart some support on the currency if prices rise as we 
expect.  

Overall, we look for NZD/USD dips to be limited to support around 0.7090 this week, with a lift back towards 0.7200 the 
bigger risk. NZD/AUD is looking a little oversold (daily RSI now in “oversold” territory), thus we think additional losses will 
be limited to around 0.9220 this week. 

Day ahead: A smattering of local data. The Q4 NZIER Quarterly Survey of Business Opinion will likely confirm the 
impressive recovery in business confidence already seen in the likes of the monthly ANZ surveys (10am). A little later we 
expect a small pull-back in retail card spending for December. This should still leave retail card spending about 5% higher 
than pre-COVID-19 levels.  
 

Tonight, the Eurozone ZEW economic survey will be something of a curtain-raiser ahead of the more-closely watched 
European PMIs later in the week (which are expected to fall). Incoming Treasury Secretary Janet Yellen will also testify to 
the Senate Finance Committee. According to the WSJ, Yellen will affirm that the US won’t seek a weaker dollar for 
competitive trade advantage. 
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Currencies Currencies Commodities Equities

NZD/USD 0.7109 -0.4% NZD/SEK 5.967 -0.4% NZX WMP 3410.0 0.3% Dow 30814 -0.6%

NZD/AUD 0.9259 0.0% NZD/DKK 4.380 -0.2% Gold $/o 1837.6 0.5% S&P 500 3768 -0.7%

NZD/EUR 0.5888 1.3% NZD/THB 21.4 -0.3% WTI Oil $/b 52.4 -2.3% NASDAQ 12999 -0.9%

NZD/JPY 73.71 2.4% AUD/USD 0.7678 -0.4% Money Market (%) FTSE 6721 -0.2%

NZD/GBP 0.5234 0.3% EUR/USD 1.207 -0.1% 90 Day BB 0.29 0.00 CAC-40 5617 0.1%

NZD/CAD 0.9070 0.6% USD/JPY 103.7 0.0% OCR 0.25 0.00 DAX 13848 0.4%

NZD/CHF 0.6334 6.3% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28863 1.0%

NZD/HKD 5.512 -0.4% NZ 1.01 -0.01 1yr 0.26 0.00 Nikkei 28242 -1.0%

NZD/SGD 0.9460 -0.3% US 1.08 0.00 2yr 0.29 0.00 ASX200 6663 -0.8%

NZD/CNH 4.618 -0.2% Aust 1.07 -0.02 5yr 0.60 0.00 NZX50 12838 -1.4%
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      Important Disclaimer 

 

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.  
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