
 

 

The Weekly Snapshot 
12 October 

 

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

It was a good week for equity markets, with the three major indices in the US gaining between 3% and 

5%, while in Europe, there were also solid gains for a number of markets.   

After a sluggish few weeks, the NZX 50 shot higher and hit a new all-time high. The index gained nearly 

4% over the week to close near 13,000.  

In fixed interest markets, US bond yields traded higher, with the US 10-year government bond yield 

finishing the week higher at 0.78%, recording its biggest weekly rise since August.  

What’s happening in markets 

The good week in equities came even as fiscal stimulus talks in the US remained at a stalemate with 

Congress unable to broker a deal.  

The breakdown in talks began when President Donald Trump said he is delaying any talks until after the 

election, criticising the Democrats for not acting in good faith. The president did say he was open to some 

sort of piecemeal approach, which would include another round of US$1200 stimulus cheques. This 

proposal was met with condemnation from House Speaker Nancy Pelosi who said there will be no stand-

alone bill without a bigger bill.    

The impasse came as US Federal Reserve Chair Jerome Powell warned of major repercussions if further 

fiscal stimulus is not provided to the American people. Speaking at the annual National Association for 

Business Economics meeting, Powell said the recovery is “far from complete” and warned of “tragic” 

effects without further help from the government.  

“The recovery will be stronger and move faster if monetary policy and fiscal policy 

continue to work side by side to provide support to the economy until it is clearly out of 

the woods.” - Powell 

The general market optimism came thanks in part to the growing probability of a Democratic sweep in 

November’s election, which would make a fiscal stimulus bill easier to pass, which would likely be closer 

to the US$3 trillion mark – much more than the Republicans are proposing. As it stands, polls are 

showing a ~60% chance of the Democrats winning the White House, The Senate and The House.  

Elsewhere, the rise in bond yields came after the minutes from the September Federal Reserve meeting 

did not mention any plan to shift its bond purchases to longer-dated maturities, which saw the yield 

curve steepen. During the week, the 10-year and 30-year US government bond yields hit four-month 

highs.  

In New Zealand, the RBNZ – in comments to the media – maintained its dovish tone. Additionally, it did 

say details of a possible Funding for Lending Programme (FLP) will be released with the November policy 

statement.  

What’s on the calendar 

This week, the focus will be on the New Zealand General Election on Saturday 17 October. Polling 

suggests Labour will comfortably win the majority of the vote, but the question will be, can they govern 

alone? If they fall shy of the 50% mark (they are polling ~45%-47%) they would likely need to form a 

coalition with the Green Party, assuming they make it to Parliament, to govern.  

In economic data, there will be a focus on US inflation data. With bond yields rising and money supply 

(M1 and M2) continuing to surge, there are prospects for a pickup in inflation. Forecasts are for inflation 

to print somewhere around 1.7%, still shy of the “magic 2%” target.  

Elsewhere, European geopolitics will be in focus with the European Union/UK Brexit summit this week. 

While a deal at this stage is unlikely, there are some thoughts that Boris Johnson may agree to breach 

his own self-imposed deadline. The summit is set for 15-16 October.  
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Chart of the week 

The brunt of the corporate defaults and restructuring has been borne by small-businesses who have 

overwhelming had to file through Chapter 7, which involves a liquidation of assets, whereas larger firms 

have been able to restructure through Chapter 11s.  

 

 

 

 

 
Here’s what we’re reading 

 
No industry has been hit as hard as the airline industry during the pandemic. Here’s a long look at what 

lies ahead for the industry - https://www.theguardian.com/world/2020/sep/29/inside-the-airline-

industry-meltdown-coronavirus-pandemic 

Here’s a look at what lies ahead for the US economy, and some thoughts on what is needed for a speedy 

recovery - https://blog.alliancebernstein.com/library/us-economy-still-faces-a-long-path-back-to-normal 
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