
Equities rebound as short squeeze abates

Global equities rebounded last week as the short 
squeeze began to unwind and investors turned their 
attention to more positive vaccine and economic news.

In the US, the S&P 500 and Nasdaq both reached record 
highs, ending the week up 4.7% and 6%, respectively. 
Energy stocks performed particularly strongly, with hopes 
of a US stimulus package helping oil prices return to their 
pre-pandemic levels. 

This fed through to European equities, which also 
benefitted from more encouraging economic data. 
The pan-European STOXX Europe 600 gained 3.5%, 
while Germany’s Dax added 4.6%. In the UK, mediocre 
earnings reports and a strong pound held back gains, 
with the FTSE 100 edging up 1.3%.

Positive momentum fed through to Asia, where Japan’s 
Nikkei surged 4%. The Hang Seng gained 3.5% after 
shares in TikTok rival Kuaishou Technology nearly tripled 
in their first day of trading, pushing the company’s 
valuation to an impressive $160bn.

Last week’s markets performance* 

• FTSE 100: +1.28%

• S&P 500: +4.65%

• Dow: +3.89%

• Nasdaq: +6.01%

• Dax: +4.64%

• Hang Seng: +3.55%

• Shanghai Composite: +0.38%

• Nikkei: +4.03%

*Data from close on Friday 29 January to close of business on  
Friday 5 February.

US and Asia stocks on an upward trajectory

Stock markets in the US and Asia have started the week 
strongly following encouraging developments on the US 
Covid-19 relief package. The Nikkei closed above 29,000 
for the first time in 30 years on Monday, while the Dow, 
S&P 500 and Nasdaq all finished at new records as 
investors piled into energy stocks. 

Positive sentiment in Asia and the US helped to lift 
European stocks, with the STOXX 600 gaining 0.3%. The 
FTSE 100 edged up by just 0.1%, held back by concerns 
about the more contagious variants of Covid-19.

UK stocks opened flat on Tuesday following a mixed bag 
of earnings reports. Shares in Ocado were down 3.7% 
after it revealed a £44m loss for 2020, while housebuilder 
Bellway gained 2.8% after raising its guidance on full-year 
margins and build output. European markets were mixed 
at the open, with France’s CAC 40 up 0.14%, Germany’s 
DAX down 0.17% and Italy’s FTSE MIB down 0.1%.

Elsewhere, the price of bitcoin surged past $47,000 
after Tesla announced it had bought about $1.5bn of the 
cryptocurrency in January and expects to start accepting 
it as payment in the future.

GameStop bubble deflates

Last week saw GameStop’s bubble start to deflate 
and the short squeeze mania come to an end. Traders 
switched their focus to silver, with prices reaching their 
highest level since 2013. Although the excitement has 
started to die down, silver appears to have developed 
some lasting sheen as a result of the event.

Performance of Gold vs Silver
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The end of the short squeeze helped to boost investor 
optimism, resulting in global equities rebounding from 
the previous week’s sharp losses. Attention turned to the 
flurry of fourth-quarter results from the likes of Google 
parent Alphabet, whose shares rose on better-than-
expected earnings and revenue. Amazon also reported 
another very successful quarter amid the pandemic.

Negative interest rates back in the spotlight

The Bank of England has told UK banks to prepare 
for negative interest rates within the next six months, 
although it stressed this does not mean negative rates 
will necessarily be introduced. The request was made 
at the same time as the Bank of England opted to hold 
interest rates at a record low of 0.1%.

There is widespread scepticism over the Bank’s likelihood of 
employing negative rates. Instead, interest rate expectations 
rose marginally last week, resulting in an increase in the 
pound. The BoE also suggested there could be some 
moderation in the rate of asset purchases later this year.

Together with weak results from companies such as 
GlaxoSmithKline, the strong pound held back gains in  
the FTSE 100, making it the weakest performer among 
the major stock markets.

Biden presses on with $1.9trn stimulus

Despite a lack of support from Republican lawmakers, US 
president Joe Biden pressed on with his $1.9trn stimulus 
proposal last week. On Friday, the Senate passed a budget 
resolution moving forward legislation that authorises the 
Covid-19 relief package. The package includes $400bn to 
directly combat coronavirus, accelerate vaccinations and 
reopen closed schools within 100 days of the bill passing.

“This is the American Rescue Plan,” said speaker Nancy 
Pelosi. “The next bill will be the recovery plan.”

US investors also celebrated some positive economic 
reports. The Institute for Supply Management’s gauge of 
services sector activity rose to 58.7 in January, its highest 

level for two years and above the 56.8 forecast. Weekly 
jobless claims fell to their lowest level since November, 
although at 779,000 this is still four times higher than the 
pre-pandemic average.

US non-farm payroll numbers were weaker than anticipated 
and there was also a marginal increase in permanent layoffs, 
yet these failed to dent investor optimism.

Eurozone GDP falls less than expected

Positive news around US stimulus and hopes of a quicker 
recovery fed through to Europe, where investors also 
celebrated decent economic data. Gross domestic 
product (GDP) fell by 0.7% in the fourth quarter of 2020, 
far less than the expected 1.7% decline. However, the 
eurozone is still at risk of falling into a double-dip recession. 

The manufacturing sectors in Germany, The Netherlands 
and France have performed relatively strongly, helping to 
offset some of the economic damage caused by lockdowns 
and social distancing measures. Germany’s manufacturing 
PMI grew for the seventh consecutive month in January to 
57.1, largely driven by strong export orders.

The pace of the vaccine roll out in Europe remains 
slow, however it has picked up in the UK, with more 
than 10.5m people receiving a first dose. A fall in daily 
infections has led to hopes that lockdown measures will 
start to ease in some countries, providing much-needed 
light at the end of the tunnel.

To view the latest Markets in a Minute video click here.
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https://player.vimeo.com/video/510238000
https://player.vimeo.com/video/510238000

