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Wall Street mounts a comeback as Q4 US GDP confirms shrinkage 

Advance US GDP data overnight was a bit weaker than markets had been anticipating. The US economy grew by 4% over 
Q4 of 2020, slightly below the 4.2% expected as an uptick in COVID cases and the reimposition of restrictions towards the 
end of the year helped dampen the momentum seen in Q3. All up, the US economy shrank by about 3.5% over 2020. In 
other US data overnight, new jobless claims eased to 847k, although that number is still well above pre-pandemic levels. 

The tone on Wall Street was positive overnight, despite the softer GDP read. After their worst losses since October, 
major equity indices all began mounting comebacks. The S&P500 was up 2%, the Dow up 1.8% and the Nasdaq up 1.4% as 
at the time of writing. Sentiment was supported by moves to curtail the behaviour of a glut of retail investors who have 
triggered a spell of volatility in the market over recent days (see our nugget below). Decent earnings data for some big 
players in the market over recent days acted as another support. 

Under the hood of global equity markets there is a bizarre story going on. Over recent days, small investors congregating 
on the forum Reddit have been bidding up the share price of the video game retailer GameStop in a bout of internet 
activism. GameStop is among the most shorted stocks on Wall Street and the (often young) investors from Reddit have 
engaged in a flurry of share purchases in a bid to make like difficult for a handful of big hedge funds who have large short 
positions in the stock. Having lifted by triple digits on earlier in the week, Gamestop shares have fluctuated overnight after 
restrictions by the app Robinhood, the trading platform used by many of the investors. What’s more, there are signs the 
activists-cum-larrikins are increasingly setting their sights on other stocks that are heavily shorted, both in the US and 
further afield. 

The mood in Europe was mixed overnight. Some share indices, like the German Dax and the pan-European Stoxx posted 
modest gains, but other markets, like the FTSE, were lower over the session. The latest consumer confidence reads out of 
the Eurozone were a wee bit better than expectations, but still showed lockdown measures heavily crimping moods 
towards the end of 2020.  

After touching the lowest level in nearly a month yesterday, the US 10-year yield has now lifted back above 1% and the 
yield curve has steepened. By contrast, there was little pattern evident in European yields overnight. In the domestic bond 
market, yesterday saw the tender of $450m in government bonds by the NZDMO. 

Yesterday’s NZ merchandise trade data showed the annual trade surplus easing a shade in December, but still close to 
historic highs. The monthly trade surplus came in at $17m (market: $800m, ASB: $55m), taking the annual trade surplus to 
just shy of $2.9bn (ASB: $2.9bn). In a reversal of recent fortune, import activity held up better than exports last month, 
though we are sceptical that will remain the case given the ongoing logistics disruption impacting ports, and the resilience 
in key exported commodities like dairy. 

There was also some Aussie trade data out yesterday, which showed a lift in export prices (+5.5% qoq) and a fall in 
import prices (-1.1% qoq). All up, our friends at CBA expect a 5% lift in Australia’s terms of trade over Q4. Strong demand 
from China drove up iron ore prices over the quarter, whilst the strength of the currency remains another factor.   

FX update: The slightly more positive tone overnight saw weakness for the safe-haven USD and JPY be the key theme 
overnight. Commodity currencies like the NZD and AUD were some of the better performers, with the NZD just shy of 72 
US cents mark after posting gains overnight. The NZD/AUD was tracking sideways around 0.9346 as at the time of writing 

Day ahead: There is little out in the way of major data today, with ANZ’s consumer confidence survey the only real thing 
happening domestically, and private sector credit growth the only real data out in Aussie.  In the US overnight, the latest 
University of Michigan Consumer Sentiment survey is out, as are Private Consumption Expenditure deflator data (the US 
Fed’s preferred price measure).  Author: Nathaniel.keall@asb.co.nz   
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objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   
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to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by ASB Bank Limited. We are 
under no obligation to, and do not, update or keep current the information contained in this document. Neither ASB nor any person involved in the 
preparation of this document accepts any liability for any loss or damage arising out of the use of all or any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to contingencies 
and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant that any of these 
valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.  

 

Currencies Currencies Commodities Equities

NZD/USD 0.7193 0.5% NZD/SEK 5.987 0.1% NZX WMP 3385.0 -1.0% Dow 30886 1.9%

NZD/AUD 0.9347 0.0% NZD/DKK 4.408 0.3% Gold $/o 1842.2 -0.1% S&P 500 3826 2.0%

NZD/EUR 0.5927 0.2% NZD/THB 21.6 0.5% WTI Oil $/b 52.5 -0.8% NASDAQ 13506 1.8%

NZD/JPY 74.96 0.2% AUD/USD 0.7695 0.5% Money Market (%) FTSE 6526 -0.6%

NZD/GBP 0.5236 0.2% EUR/USD 1.214 0.2% 90 Day BB 0.29 0.00 CAC-40 5511 0.9%

NZD/CAD 0.9201 0.2% USD/JPY 104.2 0.1% OCR 0.25 0.00 DAX 13666 0.3%

NZD/CHF 0.6385 7.2% 10 Yr Bond Yields (%) ASB Swap Rates (%) H.Seng 28551 -2.5%

NZD/HKD 5.577 0.5% NZ 1.08 0.01 1yr 0.26 0.00 Nikkei 28197 -1.5%

NZD/SGD 0.9550 0.4% US 1.07 0.05 2yr 0.31 0.00 ASX200 6650 -1.9%

NZD/CNH 4.655 0.3% Aust 1.08 -0.01 5yr 0.62 -0.01 NZX50 13086 -2.1%
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