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As we briefly reflect on 2020, it’s tough to understate just 
how unprecedented it was – both from an economic and 
a societal perspective. 

The global pandemic, which is still wreaking havoc on 
many parts of the world, claimed more than 1.5 million 
lives in 2020 and brought the global economy to an abrupt 
halt as the spread of the virus saw strict lockdowns and 
stay-at-home measures put in place. 

The ensuing fall in financial markets was on par with the 
Global Financial Crisis. In fact, in many ways, it was more 
volatile with several daily ranges in equity markets nearing 
10%. Moreover, the speed of the sell-off was unparalleled. 
In a little over a month, the S&P 500 fell from around 3,400 
to below 2,200, a 35% decline. Closer to home, the sell-off 
was just as swift with the NZX 50 falling more than 30% 
over the same period.

But, as central banks swiftly slashed interest rates and 
ramped up quantitative easing programmes (coupled with 
hefty government stimulus) equity markets bottomed 

and began a sharp rally. This saw some markets recover 
the early-2020 losses within six months.  

And when we tally up the performance for 2020, it 
certainly doesn’t tell the full story of the year. Still, for 
investors, it was a good reminder of maintaining a 
long-term investing horizon. 

For the year, the S&P 500 gained 16.3%, while the 
NASDAQ 100 was one of the best-performing indices 
of the year, gaining 47.6%. Meanwhile, down under, the 
NZX 50 ended the year up 13.9% and the ASX 200 was one 
of the few indices to close out the year lower, falling 1.5%. 

Bond investors posted solid returns in 2020 as well, as 
aggressive monetary policy pushed interest rates to record 
lows – an environment that usually sees bond prices rally. 

As we look ahead to 2021, it’s evident that policy and 
the outlook for the global economy will be driven by 
the ongoing pandemic. With this in mind, we present 
ANZ Investments’ 2021 Market Outlook.  
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A strong recovery is contingent on a pickup in fiscal stimulus  
in 2021, and beyond if necessary.

By almost every metric, 2020 was one of the worst 
years for economic activity in around a century, as the 
pandemic brought the global economy to an abrupt halt. 
Almost overnight, ports closed, airplanes were grounded, 
and retail stores closed their doors, as did restaurants. 

All told, when final numbers are calculated, the global 
economy would have declined by around 5% in 2020 – 
a sizeable number when you consider the financial crisis 
saw 2009 GDP decline by less than 2%.

However, as we head into 2021, we are optimistic on the 
outlook for global growth and expect a healthy rebound as 
the economy claws its way back towards pre-COVID levels. 

The vaccine progress is unquestionably positive and will 
serve as the centerpiece to the recovery. At its simplest, 
the rollout of a successful vaccine will allow society and 
the economy to return to some form of normality, giving 
life to previously decimated industries such as retail, 
tourism, transport and some real estate sectors. In fact, 
we are starting to observe high-frequency data that 
suggests the rebound is well underway. 

For example, data tracked by Apple shows a sharp rebound 
in mobility in early COVID-19 hotspots like Europe and the 
US, since the peak of the pandemic in March 2020.

While the groundwork is there for a bounce-back in 
2021, we are mindful that fiscal stimulus needs to play 
a significant role in the recovery. After a decade of low 
inflation and low growth, the most viable path out of this 
trend is contingent on government spending – a view 
many central bankers have made, noting the diminishing 
returns of monetary policy. “Too little [fiscal] support would 
lead to a weak recovery, creating unnecessary hardship for 
households and businesses”, said Jerome Powell, chair of 
the Federal Reserve, speaking at the National Association 
for Business Economics meeting in November. 

Nevertheless, we are confident that a combination of targeted 
fiscal stimulus and continued progress and distribution of a 
vaccine will see an above-average GDP in 2021. 

“We expect a strong recovery in 2021, as restrictions 
are lifted and economic activity can resume in the 

services sectors most impacted by shutdowns: travel 
and tourism, leisure and hospitality. In the near term, 

continued fiscal support is required to help those 
out of work. Longer term, we see a shift towards 
long-term fiscal spending, such as the European 

Recovery Fund, and infrastructure investment in the 
US and New Zealand. In contrast to the post-2008 

austerity, the move towards investment into 
economically productive assets could result in a 
stronger and more durable economic recovery.”  

 
 
 
 
 
 
 
 
 
 

WE EXPECT A HEALTHY REBOUND 
IN GLOBAL GROWTH

New York and London mobility data

Source: Apple mobility trends
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Maaike van Tol, Head of Asset Allocation, Investment Strategy 
& Portfolio Management at ANZ Investments
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As previously stated, we are quietly confident that the 
economy is showing signs of a healthy rebound and the 
outlook for 2021 is bright. 

Given this, we believe that long-dated government 
bond yields in the US may have bottomed and will begin 
to trend higher. In fact, we have already started to see 
these yields trend higher. The yield on the US 10-year 
government bond yield closed the year at 0.91%, more 
than 30 basis points off its record low. Meanwhile, the 
30-year equivalent finished the year around 1.65%, more 
than 50 basis points off its mid-March low. 

We see a path where the upward trend continues as 
further fiscal stimulus will mean a stronger economic 
recovery, pushing up inflation expectations — and forcing 
these longer-dated bond yields higher. In addition, the 
positive news on the vaccine is another contributor to the 
strong recovery. 

Moreover, the 2020 fiscal stimulus, which included direct 
payments and US$600 per week unemployment benefits, 
saw a sharp rise in M2 (a measure of money supply), which 
includes physical money, checking deposits and savings, 
among others. This increase could boost spending and 
further help the economic rally, driving interest rates higher. 

As for short-term and cash rates we expect them to 
remain at current low levels. In the US, the Federal Reserve 
said it expects to hold the fed funds rate at or near zero 
through 2023.

“One feature of the COVID economy has been 
the creation of pockets of unexpected demand-

driven inflation as consumers and businesses have 
responded to closed borders and altered behaviours 

– a prime example being domestic tourism. 
This along with lower supply in certain goods and 
services from disrupted global supply chains may 
mean an inflation pickup in specific sectors which 

could drive long-dated yields higher.”   
 
 
 
 
 
 
 
 
 
 

US 10-year government bond yieldUS 30-year government bond yield

LONG-DATED INTEREST RATES  
IN THE US LOOK TO HAVE  

BOTTOMED 

Iain Cox, Head of Fixed Interest and Cash at 
ANZ Investments

A pickup in inflation expectations could see bond yields bounce off record lows.

US 10-year government bond yield and US 30-year government bond yield
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THE CHALLENGES NEW ZEALAND 
FACES IN A POST-COVID 

ENVIRONMENT

In 2020, New Zealand became the envy of the world in its 
response to the global pandemic. Swift action from the 
Government and co-operation from the people saw the 
country all but eliminate the virus, albeit with a couple of 
small clusters returning.

Still, the virus was not without its economic impact: 
The tourism industry was hit hard, retail suffered sharp 
declines and with borders still closed, these industries still 
face much uncertainty. 

Now, as the global outlook starts to look a little brighter 
given a potential vaccine rollout, New Zealand will face its 
challenges in the post-COVID environment.

With the rollout of a potential vaccine and improvements 
in COVID-19 treatments comes the decision as to when 
the country opens its borders, breathing life back into the 
tourism sector. 

Elsewhere, monetary policy will have a big impact in 
New Zealand in 2021, with the first test coming in April 
when the Reserve Bank of New Zealand (RBNZ) will make 
its decision whether or not to take the Official Cash Rate 
into negative territory. The decision has garnered significant 
attention with some arguing taking the cash rate lower will 
fuel a further rise in an already booming housing market, 
stretching affordability for first home buyers. 

The ramifications of record-low rates has spilt into the 
political sphere, with Finance Minister Grant Robertson 
approaching the central bank to consider housing 
affordability when setting monetary policy. 

However, with inflation trending below target levels and 
an unemployment rate that rose above 5% for the first 
time since late-2016, the RBNZ’s mandate means further 
accommodative policy may be required. 

For the NZX 50, any move higher in rates could see some 
underperformance versus its global peers, given its makeup 
of dividend-paying companies, which tend to benefit in 
low-interest-rate environments. Nevertheless, what 2020 has 
shown, is that there are a host of quality companies here 
that can and should perform well in most environments. 

“While our base case of a healthy rebound in global 
growth will be net-positive for the broader New 

Zealand economy, it could mean some headwinds 
for the NZX 50, which is weighted to dividend-paying 

companies. These defensive-type companies tend 
to underperform high-growth rising interest rate 
environments. In saying this, New Zealand has a 

number of quality companies we expect to thrive  
as the global economy recovers.”   

 
 
 
 
 
 
 
 
 Craig Brown, Portfolio Manager/Acting Head of 

Australasian Equities at ANZ Investments

NZX 50 2020 performance – A rocky start to the year, but the NZX 50 ended the year up more than 13%
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While most global equity markets ended 2020 higher, 
the year will be remembered for the catastrophic global 
pandemic. Along with the devastating death toll, the 
economic impact was severe with unemployment rates 
surging to levels not seen since the Great Depression, 
nearly 100 years ago. 

However, as the calendar turns to 2021, we are optimistic 
that many aspects that made 2020 a tough year are 
trending in the right direction, including the economy 
and the pandemic.

Domestically, in New Zealand, we have a cohesive and 
stable government, while offshore, despite a tumultuous 
2020 US election, President Joe Biden appears to be 
forming an experienced cabinet that will place a high 
priority on the pandemic response and environmental 
and social issues. 

AFTER A TOUGH YEAR, WE SEE 
SUNSHINE ON THE HORIZON 

Also, the work we are seeing in the vaccine field 
reminds us of the strides made in the science and 
medical industry.

Still, we are cognisant that things won’t suddenly revert 
to where they were 12 months ago, and for financial 
markets, it would be a mistake to think we won’t see 
periods of heightened volatility in 2021. And as things 
evolve through what will be a busy year, we will ensure  
to keep you abreast of any developments.

At ANZ Investments, we are confident in our investment 
thesis and the importance of active management 
through these periods of volatility.
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This material is prepared by ANZ New Zealand Investments Limited (‘ANZ Investments”) as at 31 December 2020 and is subject to change.  All statements and figures are 
accurate as at 31 December 2020.

While ANZ Investments has taken care to ensure that this information is from reliable sources, it cannot warrant its accuracy, completeness or suitability for your intended use. 
To the extent permitted by law, ANZ Investments does not accept any responsibility or liability arising from your use of this information.

Not investment advice: This document is for information purposes only and is not advice. Investors should obtain independent financial advice prior to acting in reliance on 
this document.

Performance: Past performance is not indicative of future performance. The actual performance realised by any given investor may be negative or positive. 

No reproduction: No part of this Document may be reproduced, provided or distributed without the prior written consent of ANZ Investments.
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