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Uneven growth recovery with diverging 

policy outlook 

Softening global growth rebound expectations are escalating amid 

heightened market uncertainties including a new wave of coronavirus 

outbreak, ongoing US-China tensions, mounted geopolitical risks, 

and fluctuation of commodities prices. In response to the headwinds, 

global central banks continue to pursue aggressive monetary easing 

along with Governments’ fiscal expansion to avoid financial meltdown 

and rekindle growth momentum. Entering into the second half of 

2020, the global economy shows signs of strengthening, though the 

recovery remains uneven across different economies. Ongoing 

divergence of economic rebound is contributing to marked variations 

in economic conditions due to different degree of coronavirus curve 

flattening and monetary policies outlook. The U.S. Federal Reserve 

(Fed), European Central Bank (ECB) and Bank of Japan (BOJ) 

maintain ultra-loose monetary policy stance to boost growth 

momentum while the People’s Bank of China (PBOC) maintain 

prudent stance, guiding the monetary policy to return to a "normal" 

status as China’s recovery momentum is on track. In sum, the global 

economic recovery embraces growth uncertainties with which 

diverging trends of growth momentum in different economies become 

more apparent. Volatilities of global financial markets are skewed to 

the high side and a clouding global growth outlook comes with 

elevated economic and political risks as well as diverging policy 

outlook. The continued complication of worldwide business 

environment could lead to a strong likelihood of sluggish global growth 

recovery for the rest of 2020.  

The U.S. economy embracing soft recovery momentum. The 

coronavirus pandemic has dealt a massive blow to the U.S. consumer 

spending, and uncertainty about medical and economic issues held 

back investment, thus resulting in output contraction of 31.7% in 

2Q2020. The reopening of economic activities becomes the hope for 

a fast and quick rebound as unemployment rate fell from 14.7% in 

March to 8.4% in August while Markit U.S. manufacturing and 

services PMI surged to 53.1 and 54.8 in August from July’s 51.3 and 

50.0. However, renewed lockdowns in some states from surging 
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coronavirus cases darken the U.S. economic outlook again. The 

gradual normalization of economic activities has raised concerns 

about the sustainability of the recent rebound in hiring and other 

economic indicators. We are of the view that even as the Fed 

maintains ultra-loose policy stance and the U.S. government keeps 

continuing fiscal expansion, ongoing social distancing requirements 

are the major barriers to undermine normalization of work and 

consumption, which will keep economic growth and unemployment 

rate well below its pre-virus trend in 2020 and 2021.  

Eurozone facing sluggish economic recovery. Amid the launch of 

containment measures to prevent the spread of coronavirus, 

Eurozone’s economic activities were halted to certain extent with 

which GDP growth sharply contracted by 14.7% YoY during the 

second quarter of 2020. Eurozone plunged into deep recession and 

suffered the deep contraction on record, which prompted policy 

makers to rely on extensive monetary easing and EUR 750 billion 

relief package to boost economic momentum. However, health risks 

intensify recently on a surge of new infections. In light of fears of the 

second wave of coronavirus outbreak, Eurozone may re-impose 

social distancing rules and stringent lockdowns which hamper the 

pace of activities normalization. In sum, sluggish recovery in global 

growth and world trade should result in decelerating exports and 

industrial production, which undermine the pace of recovery in 

Eurozone. We are of the view that it would take two or more years for 

Eurozone’s GDP to return to pre-coronavirus outbreak level. 

Abe’s sudden resignation enhancing economic uncertainties of 

Japan. Economic challenges in Japan show no signs of subsiding in 

Japan as coronavirus pandemic pushed the nation into a deep output 

contraction by 27.8% in 2Q2020. The BOJ seems to have exhausted 

every tools at its disposal to strengthen the economy through 

monetary policy. Quantitative easing and negative interest rate have 

shown mild impacts on revitalizing the ailing economy.  In sum, 

Japan’s manufacturing sector is struggling with weak global demand. 

Exports are declining mainly due to contraction of global trading 

activities, forcing manufacturers to restrain investment plans. 

Deteriorating terms of trade and slumping productivity growth fail to 

push up real wages that is making private consumption weak. The 

economic recovery has been running out of steam and the risks of a 

continued recession increase as the sudden resignation of the Prime 

Minister, Shinzo Abe, who led the country's economic recovery 

through "Abenomics," has added further economic uncertainty into 

the challenging post-pandemic economic outlook of Japan.  

China’s economic recovery remaining on track. After slumping 

into output contraction during 1Q2020 due to coronavirus outbreak, 

China’s economy embedded into rebound of goods and services 

during 2Q2020, with GDP growth restoring to a positive growth of 

3.2% YoY (11.5% QoQ). Amid diminishing infected cases of 

coronavirus, China has pushed forward the lifting of containment 
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measures in 2Q2020 and partial resumption of work and consumption 

revived both month-to-month and quarter-to-quarter growth 

momentum of economic indicators. In sum, China’s reopening of 

economic activities helped the economy claw back some of the 

enormous output losses sustained during 1Q2020. In order to further 

cushion the economic shocks, China will enhance coordinated efforts 

to accelerate the resumption of work and normalization of economic 

activities in 2H2020. We are of the view that the pick-up pace of work 

and consumption normalization along with macroeconomic policy 

support are on track to alleviate the downside risks and stimulate 

growth, thus ensuring a more sustainable recovery of economic 

strengths. We forecast that China will encounter strong rebound of 

economic activities at 5.7% in 2H2020 and China’s real GDP growth 

for 2020 will stand at 2.0%. 

 

  



 
 

4 

Fig. 1: GDP - US, Eurozone and Japan 
 

Fig. 2: CPI - US, Eurozone and Japan 

   

Source: Bloomberg  Source: Bloomberg 
Fig. 3: Unemployment rate - US, Eurozone and 
Japan  

Fig. 4: China GDP (YoY %) 
 

   

Source: Bloomberg  
* US (August), Eurozone and Japan (July)  

Source: Bloomberg *CEBI forecasts 
 

Fig. 5: HSI and HSCEI (YoY %)   Fig. 6: SHCOMP and SZCOMP (YoY %)  

   

Source: Bloomberg *25th September 2020  Source: Bloomberg *25th September 2020 
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China economic indicators 
 

 

 1Q2019 2Q2019 3Q2019 4Q2019 2019 1Q2020 2Q2020 1H2020 

Real GDP (YoY%) 6.4 6.2 6.0 6.0 6.1 (6.8) 3.2 (1.6) 
         
PMI 
Manufacturing (%) 

49.7 49.6 49.7 49.9 50.2 45.9 50.8 48.3 

PMI  
Non-Manufacturing (%) 

54.6 54.3 53.7 53.6 53.5 45.3 53.7 49.5 

         

Exports (RMB YoY %) 6.7 5.6 3.9 4.0 5.0 (11.4) 4.5 (3.0) 

Imports (RMB YoY %) 0.3 2.8 (2.5) 5.4 1.7 (0.7) (5.7) (3.3) 

Trade Balance (RMB/bn) 506.8 700.7 812.4 895.1 2912.0 98.3 1089.6 1188.9 

Exports (USD YoY %) 1.4 (1.0) (0.3) 1.8 0.5 (13.4) 0.2 (6.2) 

Imports (USD YoY %) (4.1) (3.7) (6.2) 3.2 (2.7) (3.0) (9.7) (6.4) 

Trade Balance (USD/bn) 72.9 103.9 117.7 127.4 421.1 13.1 154.7 167.8 
         

CPI (YoY %) 1.8 2.6 2.9 4.3 2.9 4.9 2.7 3.8 

PPI (YoY %) 0.2 0.5 (0.8) (1.2) (0.3) (0.6) (3.3) (1.9) 
         

FAI (YTD/ YOY %) 6.3 5.8 5.4 5.4 5.4 (16.1) (3.1) (3.1) 

Real Estate Investment 
(YTD YoY %) 

11.8 10.9 10.5 9.9 9.9 (7.7) 1.9 1.9 

Industrial Production  
(YoY %) 

6.5 5.6 5.0 5.9 5.7 (8.4) 4.4 (1.3) 

Retail Sales (YoY%) 8.3 8.6 7.6 7.8 8.0 (19.0) (3.9) (11.4) 
         

New Lending (RMB/bn) 5809.1 3863.4 3955.6 3187.6 16817.5 7096.6 4989.9 12086.5 

M2 (YoY %) 8.6 8.5 8.4 8.7 8.7 10.1 11.1 11.1 

Aggregate Financing  
(RMB bn) 

8605.9 6007.7 5997.0 4964.7 25575.2 11108.4 9750.0 20830.0 

 

 Aug 19 Sept 19 Oct 19 Nov 19 Dec 19  Jan 20 Feb 20 Mar 20 Apr 20 May 20 Jun 20 July 20 Aug 20 

Real GDP (YoY%) - 6.0 - - 6.0 - - (6.8) - - 3.2 - - 

PMI  
- Manufacturing % 

49.5 49.8 49.3 50.2 50.2 50.0 35.7 52.0 50.8 50.6 50.9 51.1 51.0 

PMI  
- Non-manufacturing%  

53.8 53.7 52.8 54.4 53.5 54.1 29.6 52.3 53.2 53.6 54.4 54.2 55.2 

Exports (RMB YoY %) 2.6  (0.7) 2.1  1.1  9.0  - (15.8) (3.5) 8.1 1.5 4.3 10.4 11.6 
Imports (RMB YoY %) (2.5) (5.9) (3.3) 3.0  17.7  - (2.4) 2.3  (10.2) (12.5) 6.2 1.6 (0.5) 

Trade Balance (RMB/bn) 238.9  270.8  298.2  264.4  332.1  - (41.2) 140.5  317.2 443.5 328.9 442.2 416.6 

Export (USD YoY %) (1.0) (3.2) (0.8) (1.3) 7.9  - (17.1) (6.6) 3.4  (3.2) 0.5 7.2 9.5 

Import (USD YoY %) (5.5) (8.2) (6.2) 0.8  16.5  - (4.0) (1.1) (14.2) (16.6) 2.7 (1.4) (2.1) 
Trade Balance (USD/bn) 34.7  39.0  42.4  37.3  47.2  - (6.9) 20.1  45.2  63.0 46.4 62.3 58.9 

CPI (YoY %) 2.8 3.0 3.8 4.5 4.5 5.4 5.2 4.3 3.3 2.4 2.5 2.7 2.4 

PPI (YoY %) (0.8) (1.2) (1.6) (1.4) (0.5) 0.1 (0.4) (1.5) (3.1) (3.7) (3.0) (2.4) (2.0) 

FAI (YTD/ YOY %) 5.5 5.4 5.2 5.2 5.4 - (24.5) (16.1) (10.3) (6.3) (3.1) (1.6) (0.3) 

Real Estate Investment 
 (YTD/ YoY %) 

10.5 10.5 10.3 10.2 9.9 - (16.3) (7.7) (3.3) (0.3) 1.9 3.4 4.6 

Industrial Production  
(YoY %) 

4.4 5.8 4.7 6.2 6.9 - (13.5) (1.1) 3.9 4.4 4.8 4.8 5.6 

Retail Sales (YoY%) 7.5 7.8 7.2 8.0 8.0 - (20.5) (15.8) (7.5) (2.8) (1.8) (1.1) 0.5 

New Lending (RMB/bn) 1208.9 1691.0 661.3 1388.1 1138.2 3337.5 905.7 2853.4 1697.8 1482.1 1811.0 992.7 1280.0 

M2 (YoY %) 8.2 8.4 8.4 8.2 8.7 8.4 8.8 10.1 11.1 11.1 11.1 10.7 10.4 

Aggregate Financing  
(RMB bn) 

2195.6 2514.2 868.0 1993.7 2103.0 5051.3 873.7 5184.5 3104.2 3186.6 3467.9 1694.0 3580.0 

Urban Unemployment 
Rate (%) 

5.2 5.2 5.1 5.1 5.2 - 6.2 5.9 6.0 5.9 5.7 5.7 5.6 

Urban Unemployment 
Rate in 31 major cities (%) 

5.2 5.2 5.1 5.1 5.2 - 5.7 5.7 5.8 5.9 5.8 5.8 5.7 
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World Economic/Financial Indicators 

Global Indices  Money market 

Index 
Closing 

Price 
P/E 

 
One Week 

chg(%) 

  Yield (%) One Week 
chg(%) 

U.S.     US Fed Fund Rate 0.25  0.00  
DJIA 27,173.96 23.33 (1.75)  US Prime Rate 3.25  0.00  
S&P 500 3,298.46 25.84 (0.63)  US Discount Window 0.25  0.00  
NASDAQ 10,913.56 62.52 1.11   ECB Rate (Refinancing) 0.00  0.00  
EUR        BOJ Policy Rate (0.10) 0.00  
FTSE 100 5,842.67 105.39 (2.74)  US Treasury (1 Mth) 0.07  0.00  
DAX 12,469.20 39.04 (4.93)  US Treasury (1 Yr) 0.11  (0.01) 
CAC40S 4,729.66 54.13 (4.99)  US Treasury (5 Yr) 0.27  (0.01) 
STOXX EUR 600 355.51 38.84 (3.60)  US Treasury (10 Yr) 0.65  (0.04) 
Asia        US Treasury (30 Yr) 1.40  (0.05) 
HSI 23,235.42 12.30 (4.99)  1-Month LIBOR 0.15  (0.01) 
HSCEI 9,302.59 8.84 (5.11)  3 Month LIBOR 0.22  (0.01) 
CSI300 4,570.02 17.89 (3.53)  Japan 1-Yr Gov. Bond (0.13) (0.01) 
SSE Composite 3,219.42 17.39 (3.56)  Japan 10-Yr Gov. Bond 0.01  (0.004) 

 
SZSE Composite 2,143.05 47.79 (3.46)  German 1-Yr Gov. Bond (0.59) (0.02) 
NIKKEI 225 23,204.62 37.70 (1.15)  German 10-Yr  Gov. Bond (0.53) (0.04) 
KOSPI 2,278.79 27.76 (5.54)  China LPR (1-year) 3.85  0.00  
TWSE 12,232.91 20.15 (4.99)  China 1-Yr Gov. Bond 2.60  (0.01) 
S&P/ASX 200 5,964.92 35.56 1.71   China 5-Yr Gov. Bond 2.97  0.01  
MSCI Index        China 10-Yr Gov. Bond 3.13  0.01  
MSCI WORLD 2,326.85 28.41 (1.74)  O/N SHIBOR 1.11  (0.99) 
MSCI DEVELOPED 555.21 27.02 (2.08)  1-mth SHIBOR 2.66  0.05  
MSCI EMERGING 1,059.10 19.57 (4.46)  HK Base rate 0.50  0.00  
MSCI US 3,191.72 26.46 (0.53)  O/N HIBOR 0.05  (0.03) 
MSCI UK 1,641.51 109.11 (2.83)  1-mth HIBOR 0.50  0.03  
MSCI France 137.63 52.81 (4.86)  O/N CNH HIBOR 2.74  0.07  
MSCI Germany 140.60 38.96 (4.54)  1-mth CNH HIBOR 2.91  0.10  
MSCI China 94.77 18.94 (3.76)  Corporate Bonds  (Moody’s)     
MSCI Hong Kong 13,557.76 24.09 (3.52)  Aaa 2.33  0.03  
MSCI Japan 987.02 26.39 (0.85)  Baa 3.37  0.03  
*As of 25/09/2020 closing for all markets.   

Global Commodities  Currency market 

 Unit Price 
One Week 

chg(%) 

  
Spot Rate 

One Week 
chg(%) 

Energy     US Dollar Index 94.64  1.85  
NYMEX WTI USD/bbl 40.25  (2.09)  Euro/USD 1.16  (1.77) 
ICE Brent Oil USD/bbl 41.92  (2.85)  GBP/USD 1.27  (1.32) 
NYMEX Natural 

Gas 

USD/MMBtu 2.14  4.44   AUD/USD 0.70  (3.54) 
BasicMetals       USD/CAD 1.34  1.38  
LME Aluminum 

Cash 

USD/MT 1712.50  (2.32)  USD/JPY 105.58  0.97  
CMX Copper 

Active  

USD/lb. 297.10  (4.65)  USD/CHF 0.93  1.83  
LME Steel Rebar USD/MT 459.00  (0.11)  USD/CNY Midpoint 6.81  0.78  
LME Lead Cash USD/MT 1811.00  (4.07)  USD/CNY 6.82  0.81  
Precious Metals            
CMX Gold USD/T. oz 1861.58  (4.58)  12-mth Spot pr. 6.99  0.72  
Gold Futures USD/T. oz 1866.30  (4.88)  USD/CNH 6.83  0.73  
CMX Silver USD/T. oz 22.89  (14.55)  USD/HKD 7.75  0.00  
NYMEX Platinum USD/T. oz 849.44  (8.78)  CNY/HKD 1.14  (0.80) 
Agricultural 

Products 

      CNH/HKD 1.14  (0.65) 

CBOT Corn USD/bu 365.25  (3.50)  USD/KRW 1172.50  1.04  
CBOT Wheat USD/bu 544.25  (5.35)  USD/TWD 29.21  0.42  
NYB-ICE Sugar USD/lb. 13.51  0.97   USD/SGD 1.38  1.30  
CBOT Soybeans USD/bu. 1002.50  (3.93)  USD/INR 73.61  0.22  
 
All data sources: Bloomberg 
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