
COVID pain before vaccine 
gain
Risk rallied after Moderna announced its 
experimental vaccine is 94.5% effective 
in preventing COVID. That’s even better 
than Pfizer! 

Internationally, it is now reasonable to 
assume that a vaccine will be available 
before year end, although the roll-out of a 
vaccine programme will not gain traction 
until the middle of 2021 and it will most 
likely take up to 12-months for it to reach 
saturation levels. However, as we enter 
the Northern Hemisphere winter season, 
the headlines will get worse and the 
reporting more sensational, especially 
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with an 8-9 week political leadership 
vacuum in the US.

This saw a COVID fatigued market rally 
as the political aversion to lockdowns and 
the optimism around vaccines helped to 
support risk assets. Global bourses were 
broadly up 1.0%-2.0%, bonds were flat 
with the US-10 year yielding 0.90%, and 

‘risk’ currencies continued its rally with 
the NZD/USD at 0.6890 and AUD/USD 
at 0.7315. The NZD/AUD is at 0.9420. 

Interestingly, the Baltic Dry shipping 
index, which is a good barometer of risk, 
eased off for the 5th consecutive day by 
another 0.40%, taking this trend into its 
7th week. But the news wasn’t all good … 
sugar is up nearly 8.0% this month  
while coffee traders are bidding up 
the market ahead of Hurricane Iota 
approaching Central America. If the GDT 
auction has a significant spike tonight,  
we might even start feeling sorry for 
those sweet latte lovers in Ponsonby …  
on second thought, no chance!

One country is killing it
China’s recovery is still going strong 
after industrial output growth beat 
expectations and retail sales hit a 
10-month high. Industrial production 
jumped 6.9% on the year against an 
expectation of 6.7%, while retail sales 
were up 4.3% for the year, beating last 
month’s 3.3%. Meanwhile, Chinese 
October home prices jumped 0.15% 
for the month, down from September’s 

0.35%, but, the fact that China created 
10.1 million jobs between January to 
October highlights how strong their 
economy is, especially as the numbers 
exceeded the politburo’s 9-million  
2020 target 2-months ahead of  
schedule.

In amongst this, President Trump is 
trying to make the transition as difficult 
as possible for the President-elect after 
reports officials plan to “sanction or 
restrict trade with more Chinese companies, 
government entities and officials for alleged 
complicity in human rights violations in 
Xinjiang and Hong Kong, or threatening 
U.S. national security. The administration 
will also crack down on China for its labour 
practices beyond the Xinjiang forced labour 
camps.” Against this, China has urged the 
US to stop its unreasonable suppression 
of Chinese companies.

The Japanese economy advanced 
5.0% quarter on quarter in Q3 2020, 
exceeding market consensus for a 4.4% 
increase, following on from Q2’s record 
8.2% slump. Industrial production for 
September grew 3.9% for the month but 
is still down 9.0% for the year.

NZ services PMI for October highlighted 
a modest increase to 51.4 from 
September’s 50.3. Of the sub-indexes, 
employment remains under 50 for the 
8th consecutive month while new orders 
jumped to 58.4.

Finally, the Fed’s Clarida stated “no lift off 
until inflation sustained at 2.0%.”
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