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

Equity markets posted modest gains last week, recovering some of the prior week’s losses as volatility 
continued to subside from recent elevated levels. The tech stock outperformance continued with the 
Nasdaq Composite gaining nearly 4% for the week, outperforming the Dow and S&P 500, as well as most 
benchmarks in Europe.  

In New Zealand, the NZX 50 clawed back last week’s losses, rising around 2.5%, while in Australia, the 
benchmark ASX 200 gained around 1.6%.  

What’s happening in markets 

The rebound in equity markets came as the Federal Reserve continued to reiterate it is ready to do what 
it takes to support the US economy. This time, the central bank announced on Monday it would begin to 
buy up to $US250 billion in corporate bonds. In its press release, the Fed said it would “purchase 
corporate bonds to create a corporate bond portfolio that is based on a broad, diversified market index of 
US corporate bonds” adding that these would have to be bonds issued by US companies.  

By buying bonds directly from US corporates, it will add liquidity to companies that are struggling with 
expenses and general financing.  

Note: this is different from the Fed’s decision (about a month ago) to buy buying corporate-credit ETFs.  

Market sentiment was also boosted when data showed US retail sales rose 17.7% in May, well above 
most forecasts. The increase reflected the loosening of restrictions on business activity. 

However, there was some downbeat news on the coronavirus front when Apple said it would be 
temporarily re-closing 11 stores across the US as cases in some areas were trending higher. Adding to 
the coronavirus concerns was a statement from the World Health Organisation, which said the pandemic 
has entered a “new and dangerous phase”.  

Down under, there was a host of tier one data, which mostly disappointed markets.  

In New Zealand, first-quarter GDP fell 1.6%, reflecting the strict lockdown measures the Government 
introduced to stop the spread of the coronavirus. The data confirms that New Zealand is more than likely 
in a recession. Earlier in the week, Westpac Consumer Confidence came in at 97.2, the lowest level in 
more than a decade. 

Meanwhile, in Australia, unemployment figures showed a further 227,000 Australians lost their jobs in 
May, pushing the unemployment rate to 7.1%, its highest level since 2001. The Australian Bureau of 
Statistics said the unemployment rate would have been 11.3% if not for the wage subsidy. 

What’s on the calendar 

This week in New Zealand, the focus will be on the Reserve Bank of New Zealand meeting on 
Wednesday, where it is expected the central bank will keep the Official Cash Rate at 0.25%. The central 
bank will likely reiterate messages from global central banks that it stands ready to support the economy 
if needed.  

The geopolitical situation in Hong Kong will remain on the radar after China’s legislative body accepted a 
draft of the controversial national security law, which covers crimes of succession, subversion and other 
national security crimes. The bill has been widely criticised, including a statement from the G7 which said 
it has “grave concern regarding China’s decision to impose a national security law on Hong Kong” adding 
they “strongly urge” China to reconsider the decision (full statement here).  

In economic data, some highlights this week include: 

• The final reading of first-quarter US GDP 
• US Michigan Consumer Sentiment and Current Conditions 
• Eurozone PMI data 
• German Ifo Business Climate, Business Conditions and Expectations 

https://www.diplomatie.gouv.fr/en/country-files/china/news/article/g7-foreign-ministers-statement-on-hong-kong-17-jun-2020
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Chart of the week 

While coronavirus cases in most Western countries are on the decline (as a whole), the virus is rising at 
an alarming rate in some developing nations. In South America, Google data shows that mobility in some 
of the hardest-hit countries is still near its lows, which is concerning for the growth outlook across the 
continent.     

 

 

 

 

 

Here’s what we’re reading 
 
The UK and the EU are facing a pandemic, economic crisis, and yes, Brexit (via Vox) - 
https://www.vox.com/2020/6/18/21291957/brexit-johnson-european-union-deal-status 

Given the 2016 US election surprise, there’s been a lot of focus (and criticism) on polling since then. 
FiveThirtyEight give a rundown on how to read polls like a pro - https://fivethirtyeight.com/features/how-
to-read-2020-polls-like-a-pro/ 
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