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DOES ADAPTING AN ELIMINATION STRATEGY INSULATE 

THE NEW ZEALAND STOCK MARKET AGAINST THE 

COVID-19 PANDEMIC? 
 

CHONG, Fennee 

Charles Darwin University, Australia 

 

Abstract:  

The objective of this study is to provide insights on whether NZX 50 and sectorial indices of different 

industries in New Zealand have been impacted differently under the influence of COVID-19 and the 

measurements that government have taken in responding to the global pandemic. Results indicated 

that the New Zealand businesses are not immune from this pandemic despite the New Zealand 

government’s “go hard, go early” measure to eliminate the spread of Coronavirus. Statistical findings 

show that stock market and sectorial performances between the pre- and post-global pandemic 

period are significantly different. Most of the industries reported poorer performances except 

Healthcare and Consumer Staples. In addition, the NZX 50 and sectoral indices reported a 

significant relationship with the S&P 500 indicating that as the world become more integrated, stock 

market performances are displaying co-movements while responding to major events. 
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1.  Introduction  

 

The recent outbreak of the COVID-19 pandemic has adversely affected both the health 

and economic wellbeing of 213 countries around the world (Worldometer, 2020). 

Nonetheless, since each country has taken different measures and imposed different level 

of restrictions to contain the spread of this virus, the scale of the impact is different for each 

country (Zhang et al., 2020; Wojcik & Loannou, 2020). Bapuji et al. (2020) highlighted 

society inequalities and vulnerabilities of businesses manifested during the pandemic. One 

of the many ways to assess the impact of COVID-19 on the economic wellbeing of 

businesses and society of a country is by examining the country’s stock market and 

sectorial performance. While the implementation of social distancing to save lives is a valid 

public health measure, this also implies supply chain disruption and high amounts of lost 

revenue for businesses. This phenomenon would trigger a rise in unemployment rate and 

lead to a system-wide meltdown of the financial system of the country.   

 

Due to the scale and impact of the pandemic on both health and financial wellbeing, global 

markets have become extremely volatile after WHO declared COVID-19 a global pandemic 
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on 11 March 2020. New Zealand, an island country located far south in the southern 

hemisphere is not excluded from the impact of this pandemic. The headline index for New 

Zealand Exchange is the S&P/NZX 50 Index which comprises fifty of the largest and most 

traded companies listed in the New Zealand Exchange. It covers approximately 90% of the 

New Zealand equity market by capitalization. In addition, stocks listed on the New Zealand 

Exchange are further categorised under eleven sectoral indices according to industry. New 

Zealand was quick to adapt the “eliminate COVID-19” strategy early and was one of the 

most successful countries in containing the spread of COVID-19. However, not many 

researches have been conducted to study the impact of COVID-19 on the New Zealand 

context and since COVID-19 affects some industries more than others, this paper intends 

to explore how do the businesses listed on NZX-50 and the sub-sectors fared amidst the 

Covid-19 headwinds.  

 

 

2. Background 

 

WHO’s declaration of COVID-19 as a global pandemic on 11 March and the lockdown of 

Wuhan on 23 March have endorsed the severity of COVID-19 to the world. The first 

COVID-19 case was identified in New Zealand on 23 February. Different from other 

countries, the New Zealand government has implemented a “go hard, go early” approach 

to eliminate the spread of the virus strategy whereby a four-alert level was introduced 

(Jamieson, 2020).  Level 1 represents “prepare” is used when the disease is contained, 

Level 2 stands for “Reduce” indicates the disease is contained but the risk of community 

transmission remains, Level 3 represents “Restrict” and happens when the situation is high 

risk and disease is not contained. Level 4 denotes “Lockdown” and is of the highest level of 

risk indicating the disease is not contained and people are instructed to stay at home other 

than for essential personal movement and businesses are closed except for supermarkets, 

pharmacies, clinics, petrol stations and lifeline utilities (New Zealand Government, 2020). A 

state of emergency was declared on 21 March and the country was on a Level 3 alert level 

on 23 March and entered Level 4 from 26 March to 27 April 2020. These alert levels do not 

only have implications on health risk but also on economic activities which would 

subsequently impact business performances of the country and financial welfare of its 

citizens.  

The performance of a stock market serves as a barometer indicating the financial health 

and the level of economy welfare of businesses in a country and society. Shehzad et al. 

(2020) assert that the COVID-19 pandemic has significant impacts on global financial 

markets and the impact is greater than the Global Financial Crisis for the US, Germany 

and Italy stock markets. The NZX 50 Index is the main stock market index in New Zealand 

and consists of 11 sub-sectors. These sub-sectors are classified following the Global 

Industry Classification Standard (GICS) which include: Consumer Discretionary, Consumer 

Staples, Energy, Financials, Healthcare, Industrials, Information Technology, 

Communication services, Utilities, Real Estate and Materials. Oana (2020)’s survey 

indicates that consumer behaviour changed due to panic at the beginning of the pandemic 

and later replaced by the concerns about the new economic and social situations. This 

could have impacted sectorial performance. 

https://en.wikipedia.org/wiki/Stock_market_index
https://en.wikipedia.org/wiki/New_Zealand
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In additional to being responsive to major events, stock markets in most of the countries 

are known for displaying interrelatedness and co-movements with other stock markets of 

the world in this era of globalization (Vuran & Turkay, 2017). The availability of real time 

data has enabled investors to respond quickly to changes and sentiments. Ahundjanov 

et.al. (2020) posit that a unit increase in the popularity of global google search about 

COVID-19 results in 0.038–0.069% and 0.054–0.150% of cumulative decline in global 

financial indices one day and one week later respectively. 

Another factor that effects stock market performance during COVID-19 is the lockdown. 
According to Shen et al. (2020), the restrictions imposed during quarantine and lockdown 
have impacted Chinese companies negatively. Most of the companies have taken steps to 
scale down investments. Among others, small scale firms and those involve in tourism and 
transport firms are experiencing more pronounced impact in this pandemic.  Similar study 
was conducted by Gu et al. (2020) and findings indicate that manufacturing industry 
experienced the maximum negative impact while industries in construction, information 
transfers, computer services and software, healthcare and social work suffered less 
economic impact from the pandemic.  
 
3.  Data and methodology 
 
This study uses daily data from 3 January to 15 May 2020 of the NZX 50 stock market 
index and sub-sector indices as proxies for New Zealand business and different industry 
performances respectively. Data used for analysis is obtained from the S&P Global 
website. Alert level proxies level of social distancing and is classified as 1= Prepare, 
2=Reduce, 3= Restrict and 4= Lockdown. S&P 500 index is a market-capitalization-
weighted index of the 500 largest U.S. publicly traded companies, it is included in this 
study as stock market movements are often following the trend exhibited by major index. 
The world’s total number of COVID-19 infected cases representing information on the 
severity of COVID-19 is included as it may affect investor’s sentiments and is obtained 
from Worldometers (2020).  
Based on the discussions earlier, the level of alert and world total infected cases are 
expected to have negative relationships with the indices while the S&P 500 performance is 
expected to be positively associated with the movements of the NZX 50 and sector indices 
during the study period. The proposed relationship of the variables under study is 
presented as follow: 
 
NZX-50 Index or Sector index = f (Alert level, World total infected cases, S&P 500 index) 
 
In this case where data is not normal, non-parametric tests are used to gauge the impact 
of COVID-19 on business performance by comparing whether the performance of NZX50 
and sectoral indices are statistically different before and after 11 March 2020 when WHO 
declared Covid-19 a global pandemic. Bootstrap regression (B=1000) are used to test 
whether alert level, world total infected cases and the S&P 500 Index have an impact on 
NZX 50 and sectoral indices. Descriptive statistics, monthly performance from January to 
April 2020 will also be analysed and discussed in the following section. 
 
4. Analysis and findings 
 
This study started by analysing the descriptive statistics, followed by examining the 
monthly dynamics of NZX 50 and sectoral indices performance from January to April 2020, 
performing pair-test before and after WHO declared COVID-19 as a pandemic on 11 
March and assessing how the level of alert, total number of world infected cases and S&P 
500 have impacted the NZX 50 and sectoral indices.  
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4.1 Descriptive statistics 
 
Table 1: Descriptive statistics 

Variables Mean Std. Deviation Minimum Maximum 

NZX 50 index 10913.03 871.51 8495.39 12065.92 

Total number of world infected 
cases 

1057559.00 1411506.65 66 4395656 

S&P500 index 2929.86 318.079 2237 3386 

Industrial sector index 1451.12 257.29 973.01 1853.43 

Consumer discretionary sector 
index 

824.23 225.03 421.36 1152.24 

Energy sector index 609.17 122.25 422.71 797.50 

Consumer staples index 5700.49 482.45 5011.90 6624.49 

Materials sector index 545.46 110.53 390.81 696.77 

Healthcare sector index 2347.79 118.47 1969.60 2554.99 

Financials sector index 804.94 144.19 565.74 1009.38 

Information technology sector 
index 

1316.40 292.26 751.46 1674.68 

Communication services sector 
index 

1608.38 85.53 1352.44 1782.94 

Utilities sector index 1633.65 172.65 1242.91 1896.49 

Real estate sector index 1328.95 164.97 987.84 1527.86 

 
Table 1 reports the descriptive statistics of the key variables under study. From the table, 
we can see that the NZX 50 reported a 29.6 percent swing within the study period while 
S&P 500 reported a 33.93 percent variance within the same period. On the other hand, 
sectoral indices experienced varying magnitude of fluctuations ranging from 85.53 to 
482.45 points during the pre- and post-pandemic declaration period. In terms of daily 
cases, New Zealand documented its highest number of daily cases at 146 on 28 March 
2020 (Worldometer, 2020) and achieved a flattened infection curve after placing the 
country on Level 4 alert from 26 March to 27 April 2020. New Zealand’s COVID-19 control 
was the best in the world according to a Bloomberg survey (Farrer, 2020). 
 
4.2 Monthly performance from January to April 2020 

Table 2: Monthly dynamics of NZX50 and sectorial performance January to April 2020 

Indices Monthly 

% of change 

Highest versus lowest point during 

the study period 

 Jan Feb Mar Apr Highest and 

date     

Lowest and 

date 

% of 

change 

NZX 50 1.51 -4.02 -12.54 6.7 12065.92 

(21/2/2020) 

8498.70 

(23/3/2020) 

-29.56 

Industrials 

sector index 

-3.83 -0.90 -24.80 15.80 1853.43 

(20/1/2020) 

973.01 

(23/3/2020) 

-47.50 

Consumer 

discretionary 

sector index 

-8.17 -8.60 -40.47 24.29 1152.24 

(17/1/2020) 

421.36 

(23/3/2020) 

-63.43 
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Energy sector 

index 

-2.19 -

10.73 

-28.75 4.52 797.50 

(20/1/2020) 

422.71 

(23/3/2020) 

-46.99 

Consumer 

staples index 

1.07 6.18 4.74 12.75 6624.49 

(28/4/2020) 

5011.90 

(18/3/2020) 

32.17 

Materials sector 

index 

7.27 -5.67 -32.04 6.20 696.77 

(30/1/2020) 

390.81 

(23/3/2020) 

-43.91 

Healthcare 

sector index 

1.85 2.16 -3.34 -3.78 2554.99 

(21/2/2020) 

1969.60 

(23/3/2020) 

-22.91 

Financials 

sector index 

0.45 -4.96 -27.01 13.26 1009.38 

(19/2/2020) 

565.74 

(23/3/2020) 

-43.95 

Information 

technology 

sector index 

-1.44 -9.85 -34.80 23.44 1674.68 

(24/1/2020) 

751.46 

(23/3/2020) 

-55.13 

Communication 

services sector 

index 

2.90 -0.87 -9.10 4.07 1782.94 

(6/3/2020) 

1352.44 

(23/3/2020) 

-24.15 

Utilities sector 

index 

3.39 -8.18 -12.47 9.96 1896.49 

(19/2/2020) 

1242.91 

(23/3/2020) 

-34.46 

Real estate 

index 

2.28 -1.77 -19.81 3.69 1527.86 

(21/2/2020) 

987.84 

(23/3/2020) 

-35.34 

 

Referring to Table 2, NZX 50 and all industry sectors appeared to register the worse day of 

performance on 23 March 2020 when the Wuhan lockdown was enforced. The lockdown 

has clearly indicated the severity of the outbreak and market has responded fast and 

negatively to this event. Among all the sectoral indices, Consumer Discretionary sector 

reported the largest swing of -63.43 percent followed by Information technology sector 

index and industrials sector at -55.13 and -47.50 percent respectively.  

Additionally, based on the monthly performance analysis, all sectors were negatively 

affected by the pandemic except Consumer Staples, which experiences positive monthly 

changes and maintains an upward trend throughout the study period with a 32.17% 

improvement of performance. This sector has weathered through the pandemic well with 

better performance and outperformed other sectors. Meanwhile, Consumer Discretionary 

sector was worse-hit among all sectors in March but bounced back with a 24.29 percent 

monthly change in April. Due to border restriction, lockdown and high level of uncertainty, 

the demand for luxury goods, vacations, movies and theme parks were negatively affected. 

These factors have accounted for the drastic downward movement of the Consumer 

Discretionary sector since the onset of Covid-19 in January with a plunge of 40.47 percent 

in March. The Industrials sector, Energy sector, Materials sector and Financials sectors are 

also severely impacted with a dip of -24.80 percent, -28.7 percent, -32.04 percent and -

27.01 percent respectively in March. Other sectors such as Communication Services 

sector, Utilities and Materials sectors are also affected and finished lower in February and 

March during the pandemic but rebounded in April.  

The Healthcare sector reported a rather mild month-to-month change. This sector consists 

of companies offering healthcare facilities including rest home services, hospitals, as well 

as companies such as Fisher and Paykel which manufactures healthcare equipment. In 
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the midst of the Covid-19 pandemic outbreak, Fisher and Paykel reported the highest 

share price in its five-year history whilst Ryman healthcare, a rest home care provider 

reported the worse performance in its five-year period as the Coronavirus posed higher 

risk of casualties among senior citizens in rest homes. Hence, the significant upswings in 

prices of healthcare manufacturer was averaged down by rest home providers which are 

also listed in the same sector. In addition to the Healthcare sector, Utilities and Real Estate 

sectors are impacted less severely compared to other sectors in this pandemic.  

Generally, cyclical businesses under Materials, Industrials, Consumer Discretionary 

sectors were affected more profoundly and negatively than defensive businesses under 

the Utilities, Healthcare, Communication Services and Consumer Staples sectors. 

Nonetheless, uncertainly does lead to fear, and this emotion was manifested in the uniform 

responses across all sectors on 23 March 2020 (Chong, 2009). As time passed, with more 

information, market becomes more rational and started to rebound with defensive 

industries such as Healthcare, Information Technology and Consumer Staples doing better 

than others (Oana, 2020).  

 

4.3 Empirical findings 

To further investigate the interaction between level of alert, world total number of infected 

cases and S&P 500 index with NZX 50 and sectoral indices, we first perform the normality 

test. A review on the histograms indicates that variables under study are not normally 

distributed due to the COVID-19 pandemic. Results from Kolmogorov-Smirnov tests further 

confirmed this observation. As such, a non-parametric test is used to perform the pair-test 

and the findings are shown in Table 3. 

 

Table 3: Pair-test for NZX50 and all sectoral indices before and after declaration of 

pandemic 

Indexes Test statistics 

Z  (p-value) 

NZX50 -5.777 0.000 

Industrial sector index -5.968 0.000 

Consumer discretionary sector index -5.777 0.000 

Energy sector index -5.777 0.000 

Consumer staples index -4.761 0.000 

Materials sector index -5.302 0.000 

Healthcare sector index -5.613 0.000 

Financials sector index -5.777 0.000 

Information technology sector index -5.613 0.000 

Communication services sector index -5.322 0.000 

Utilities sector index -5.753 0.000 

Real estate sector index -5.777 0.000 
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Wilcoxon Signed-ranks tests results in Table 3 indicate that the performances of the 

NZX50 and sectoral indices after the declaration of the pandemic on 11 March 2020 are 

significantly different from those before the declaration date when all tests reported a p-

value <0.05 at 95% confidence interval. This confirms the negative consequences of 

COVID-19 to New Zealand businesses.  

 

Another test using bootstrap regression was carried out to examine the impact of COVID-

19 on NZX 50 and sectorial indices. The illustration of the bootstrap regression results 

based on the resampling errors (B = 1000 bootstrap samples) from the data given is 

shown in Table 4 below. 

 

Table 4: Results of Bootstrap regression  

    

Variables       B p-

value 
Variables 

B p-

value 

Panel 1: NZX50 

Alert level  

 

-29.124 

 

0.177 

Panel 8: Financials sector index 

Alert level 

 

-29.980 

 

0.001 

World infected total  -2.238E-5 0.149 World infected total  -1.315E-5 0.001 

S&P 500 2.589 0.001 S&P 500 0.293 0.001 

Panel 2: Industrial 

sector index 

  Panel 9: Information technology 

sector index 

  

Alert level   -40.183 0.001 Alert level -68.694 0.001 

World infected total  -2.812E-5 0.001 World infected total  3.843E-5 0.004 

S&P 500 0.605 0.001 S&P 500 0.683 0.001 

Panel 3: Consumer 

discretionary sector 

index 

  Panel 10: Communication 

services  

sector index 

  

Alert level -55.842 0.000 Alert level -24.218 0.003 

World infected total  -1.536E-5 0.004 World infected total  2.656E-5 0.001 

S&P 500 0.451 0.000 S&P 500 0.122 0.004 

Panel 4: Energy 

sector index 

  
Panel 11: Utilities sector index 

  

Alert level -26.350 0.001 Alert level -29.562 0.001 

World infected total  -2.297E-5 0.001 World infected total  8.260E-6 0.036 

S&P 500 0.218 0.001 S&P 500 0.414 0.001 

Panel 5: Consumer 

staples index 

  Panel 12: Real estate sector 

index 

  

Alert level 69.509 0.001 Alert level -40.766 0.001 

World infected total  0.003 0.001 World infected total  -2.279E-5 0.001 

S&P 500 0.321 0.001 S&P 500 0.254 0.001 

Panel 6: Materials 

sector index 

     

Alert level -19.866 0.001    

World infected total  -2.496E-5 0.001    

S&P 500 0.181 0.001    

Panel 7: Healthcare 

sector index 
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Alert level -5.335 0.513    

World infected total  2.135E-5 0.002    

S&P 500 0.241 0.001    

 

From the statistical findings in Table 4, indices from all sectors other than Consumer 

Staples index reported significant negative relationships with the increases of the alert 

level. This further confirms the impact of COVID-19 on business performances. The out of 

the norm performance of Consumer Staples, with a positive and significant relationship, is 

consistent with its positive month-to-month growth throughout the study period discussed 

earlier. Top companies in this sector such as A2 Milk, Synlait Milk, Fonterra PGG 

Wrightson and Green Cross Health are in the business of supplying necessities of life. 

These results have provided further statistical evidence supporting the news of panic 

buying that cleared shelves in supermarkets during the COVID-19 pandemic. According to 

Pantano et al. (2020), consumers’ buying behaviour change in time of emergency has 

resulted in stock-out in groceries and medical-emergency supplies in Europe and led to 

customer accepting price increases up to 300% for certain product categories. Other 

sectors were generally affected negatively by the lack of economic activities as the alert 

level increased. Similar results are reported for the impact of the total number of world 

infected cases and the sectoral indices under study, except for Information technology, 

Communication services, Healthcare and Consumer Staples sectors. Information 

technology and Communication industries’ performance improved after the introduction of 

work-from-home arrangement and increased online activities due to lockdown.  

Another finding is NXZ 50 and all sectorial indices reported positive and significant 

statistical relationships with the movement of the S&P 500 index. On the other hand, NZX 

50 shows an insignificant relationship with the total number of world infected cases and 

alert level but with the correct negative sign. This could be due to the averaging effect 

resulting from contradictory findings displayed by the Information technology, Consumer 

Staples and Healthcare counters against other components included in this headline index. 

From the results, we can confirm that not all businesses are influenced equally in the 

COVID-19 pandemic. 

 

5. Conclusion 

 

The COVID-19 pandemic was the biggest health crisis of the century and has affected 213 

countries around the globe within a short time span with no sign of vaccine and cure during 

the study period. This uncertainty has crippled the business world and people’s ways of 

life. The focus of this study is to provide insights on how this pandemic has influenced New 

Zealand’s stock market performance using NZX50 and sectorial indices as proxies. Based 

on the analyses of descriptive statistics, monthly dynamic analysis and non-parametric 

statistical analyses, it can be concluded that the New Zealand stock market’s 

performances during the pre- and post-global pandemic declaration period are significantly 

different. However, sectors such as Healthcare, Information Technology and Consumer 

Staples are reporting better performance due to the nature of business these sectors are 

engaged in. Findings also indicated that the New Zealand Stock market was not immune 
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from this pandemic despite the “go hard, go early” measure taken to eliminate the spread 

of Coronavirus. As the world becomes more integrated, stock markets performances are 

displaying co-movements while responding to major events. In conclusion, COVID-19 has 

a significant influence on business performance but different industries are impacted 

differently. Businesses need to be flexible and be able to change business model fast to 

sustain in uncertain and tough times. 
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