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ANZ Investments brings you a brief snapshot of the week in markets  

Equity markets had a mixed week last week. In the US, major indices finished at record highs as ongoing 

stimulus talks, falling COVID-19 cases and improving vaccine distribution outweighed tepid economic 

data.  

However, down under, the NZX 50 ended the week down nearly 3% at its lowest level is about six weeks 

as shares of energy stocks Contact and Meridian fell out of favour after a booming start to the year. 

Across the Tasman, the ASX 200 had a relatively quiet week, ending down less than 0.5%.  

What’s happening in markets 

Equity markets in the US continued to power on to record highs last week, even despite some 

underwhelming economic data. Of note, the closely-watched US inflation data on Wednesday came in 

weaker-than-expected with core inflation flat for January (most estimates were expecting a rise of 

0.2%). This data may abate some concerns, at least in the short-term, that further stimulus could 

overheat the economy, causing inflation to pop higher.  

Elsewhere, the number of Americans filing for unemployment benefits fell last week, but were higher 

than most expectations, which will strengthen the case for a large stimulus package.  

On the stimulus front, it is appearing more likely that the Democrats will be “going it alone”, meaning 

they will attempt to pass a package by reconciliation where they only need a majority in the Senate – not 

the usual 60 votes.  

It was a positive week on the pandemic front as COVID-19 cases continued to decline with the 7-day 

average in the US dipping below 100,000 for the first time since early November. Moreover, daily 

administered vaccine shots topped 2 million last week. 

There was some positive news on the vaccine front down under as well with the news that New Zealand 

will be receiving a little over 10,000 doses this week, and vaccinations for border workers would begin 

this coming Saturday, 20 February – ahead of schedule. Prime Minister Jacinda Ardern added that 

healthcare workers, essential workers and the elderly would begin receiving their vaccinations in the 

second quarter of the year.  

However, this good news was overshadowed on Sunday when it was revealed there were three new 

COVID-19 cases in the community. The news saw Auckland move into Alert Level 3 and the rest of the 

country Alert Level 2. These restrictions will be revisited on a 24-hour basis, the Prime Minister said.   

In political news, former President Donald Trump was acquitted of inciting an insurrection on 6 January 

as the impeachment trial came to a close. It was largely expected, but 7 Republicans did cross party lines 

to vote “guilty” meaning the final tally was 57 to 43 (you need a two-thirds majority in the Senate to 

convict a president on an impeachment trial).  

   

What’s on the calendar 

This week, the centre point will be the release of the minutes from January’s Federal Reserve meeting. 

Leading into January’s meeting, there were some hawkish comments from some Fed officials, most 

notably Atlanta Fed Raphael Bostic who suggested tapering could be closer than expected, which caused 

a move higher on bond yields.  

However, at January’s meeting, Fed Chair Jerome Powell was quick to dismiss these remarks, 

emphasising the fragility of the recovery and stressing the need for further fiscal stimulus. It will be 

interesting to note whether these remarks and differences made it into the discussion at the meeting.   

In economic data, US retails sales will be in focus. After a strong recovery in the middle-parts of 2020, 

spending numbers stalled with retail sales falling in the last three months of the year. The expectations 

are for a bounce of around 0.8% and if the number is to disappoint to the downside again, it may add 

further credence to the need and speed for fiscal help.    
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It’s a quiet week on the economic data calendar in New Zealand, however, in Australia, employment data 

and retails sales will be closely watched.  

Chart of the week 

The continued strength in US equities has pushed the S&P 500 CAPE ratio – a valuation method that uses 

earnings per share over a 10-year period to smooth fluctuations – above 39. This is historic in that it has 

only risen to this level twice – 1929 and 1998.  

In 1929 the S&P put in a decade-long high, while n 1998 the S&P 500 continued to rally for a few years 

in what became the Dotcom bubble. The ratio ending up peaking above 48 before falling below 15.  

 

 

 

 

 
Here’s what we’re reading 
 

Here is a closer look at the above chart with some perspective and finer details - 

https://compoundadvisors.com/2021/is-this-1929-or-1998 

Inside the Apple fortress and how it has managed to brush off countless hurdles to become the $2.3 

trillion behemoth that it is - https://www.bloomberg.com/news/features/2021-02-09/this-is-how-tim-

cook-transformed-apple-aapl-after-steve-jobs 
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