
COVID RESURGENCE SAPS STRENGTH FROM EQUITIES

Covid restrictions return
As daily case numbers of Covid-19 rose to new all-time highs, many 
countries, particularly across Europe, were forced to reintroduce 
national lockdowns. While daily cases in the US also hit new records, 
fears grew that the recent surge being experienced in Europe could be 
repeated in the US, resulting in more restrictions being implemented. 
While severe, the restrictions in Europe are not as draconian as those 
in March and April. Manufacturing and schools are still open in many 
countries, while businesses have been able to adapt and conduct 
more operations online. Consequently, the impact on growth on 
this occasion should be less than earlier in the year. Nevertheless, 
fourth-quarter growth forecasts for the Eurozone have gone from a 
positive annualised growth rate of approximately 2.5% to a negative 
-2.5% over the last few weeks. It is hoped that restrictions can be 
lifted in December, allowing economies to recover at the beginning of 
2021. Positive news flow on the vaccine front has helped reduce the 
impact of the recent outbreaks on markets; Pfizer still plans to file for 
emergency approval of its vaccine before the end of November. 

Could Trump be tripped up by his handling of Covid? 
In the US, Republicans and Democrats failed to overcome their 
differences and agree on a fiscal package prior to the Presidential election. 
With elements of prior programmes having now ended, particularly 
supplementary unemployment benefit payments, fiscal support will be 
reduced through the last few months of the year. With regards to the 
election itself, as we write the outcome is still unknown, with counting 
continuing across six states which will ultimately determine who will be 
the next US President. Counts in these states appear too tight to call a 
winner at this stage with any confidence. The pre-election expectation 
of a Democratic clean sweep of Congress now looks unlikely and as a 
result, any fiscal stimulus programme that is eventually agreed is likely to 
be smaller than would have been the case if the Democrats had won full 
control of Congress. President Trump has threatened to contest the result 
in the Supreme Court, which could still give rise to some uncertainty and 
volatility in coming days. 

Brexit: the never-ending story
Despite numerous deadlines having passed, Brexit-related trade talks 
between the UK and Europe continue. Towards month-end, there 
were increasing hopes that a narrow trade deal will be reached, with 

Global equities fell for a second consecutive month as Covid-19 case numbers surged to new 
highs, prompting renewed lockdowns across much of Europe. The failure of US Congress to 
agree an additional fiscal package and uncertainty ahead of the November US Presidential 
election also added to the gloom. Eurozone sovereign bonds rose as yields fell in the more 
risk-averse environment. 

Source: ILIM, Bloomberg. Data is accurate as at 1 November 2020
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rumours suggesting compromises in key areas of disagreement. It is 
believed a deal is required by mid-November to enable the ratification 
processes to be completed and the avoidance of a worst-case ‘hard 
Brexit’ outcome at year-end. 

Central banks: poised to do more, if needed
Among central banks, the European Central Bank (ECB) suggested it 
will announce additional stimulus measures at the December meeting 
to ensure financing conditions remain favourable and to provide 
support to counter the drag on growth and inflation from Covid-19. All 
policy tools will be considered, including increasing the level of asset 
purchases, improving terms of the Long-Term Refinancing Operations 
(LTROs) for banks and possibly further reductions in interest rates. 
The Bank of England also suggested it is ready to increase asset 
purchases in response to the weaker growth backdrop and continues 
to review the possible use of negative interest rates. The Bank of Japan 
indicated it will extend funding measures for firms beyond March if 
required, while it plans to discuss possible additional supports in the 
second half of next year.



MARKET ROUND-UP
Equities
Over the month, the MSCI AC World equity index fell -2.5% (-1.8% 
in euro terms). Emerging markets rose 1.5% (2.8% in euro terms), 
supported by a weaker US dollar (which tends to be positive for flows 
into emerging markets).  Hopes that trade tensions would relax in the 
event of Joe Biden winning the US Presidential election helped too. 
The Pacific Basin ex-Japan index gained 0.7% (0.1% in euro terms), 
benefiting from the ongoing improvement in the Chinese economy. 
European equities fell -5.4% (-5.1% in euro terms), as new lockdowns 
were imposed following a surge in Covid-19 cases. The UK fell -5.1% 
(-4.4% in euro terms) as it too reintroduced lockdown measures 
in response to rising rates of infection. Meanwhile, Brexit-related 
uncertainty was also a drag. 

To date, the third-quarter earnings season has exceeded expectations, 
with earnings 14% ahead of forecasts in both the US and Japan. 
Meanwhile, European earnings are 11% ahead. The strong reporting 
season, however, has been outweighed by growth concerns and 
election-related uncertainty.

Bonds
Eurozone >5-year bonds rose 1.3%, as the German 10-year yield 
fell to -0.63%. Short-term Eurozone growth forecasts were lowered 
on the back of lockdowns following a second wave of Covid-19. 
Indications by the ECB that additional stimulus would be forthcoming 
in December also contributed to lower yields. Peripheral spreads 
were flat, with Italian 10-year spreads at 139 basis points (bps), while 
Spanish spreads ended the month at 77bps. 

Currencies and commodities
The euro fell against the US dollar to 1.1647 as the ECB hinted at 
further policy measures at December’s meeting. Meanwhile, the US 
dollar benefited from its ‘safe haven’ characteristics. Commodities fell 
-3.6% (-2.9% in euro terms) on concerns over the demand outlook in 
the slower growth backdrop. West Texas Intermediate (WTI) oil fell 
-11.0% due to a deteriorating demand/supply imbalance – inventories 
rose, with increasing levels of supply. Despite the ‘risk off’ backdrop, 
gold fell -1.0%, negatively impacted by the stronger US dollar. 

   

MARKET SNAPSHOT 
Market returns (EUR)

Equity Markets (EUR)
MTD Return 

(%)
YTD Return 

(%)
2019 Return 

(%)

MSCI Ireland -0.10 -2.27 40.60

MSCI United Kingdom -4.41 -29.92 23.40

MSCI Europe ex UK -5.15 -12.09 28.20

MSCI North America -1.98 -0.03 33.90

MSCI Japan -0.94 -5.49 22.30

MSCI EM (Emerging Markets) 2.76 -2.53 21.10

MSCI AC World -1.75 -4.29 29.60

10-Year Yields
Yield Last 

Month (%)
2019 Yield 

(%)
2018 Yield 

(%)

US 0.87 1.92 2.68

Germany -0.63 -0.19 0.24

UK 0.26 0.82 1.28

Japan 0.04 -0.02 0.00

Ireland -0.26 0.11 0.90

Italy 0.76 1.41 2.74

Greece 0.95 1.43 4.35

Portugal 0.11 0.43 1.71

Spain 0.14 0.46 1.41

FX Rates Current 2019 Rates 2018 Rates 

US Dollar per Euro 1.16 1.12 1.15

British Pounds per Euro 0.90 0.85 0.90

US Dollar per British Pounds 1.29 1.33 1.28

Commodities (USD)
MTD Return 

(%)
YTD Return 

(%)
2019 Return 

(%)

Oil (WTI) -11.01 -41.39 34.50

Gold (Oz) -1.01 23.38 18.90

S&P Goldman Sachs  
Commodity Index

-3.57 -35.76 17.60

Source: ILIM, Bloomberg. Data is accurate as at 1 November 2020

Source: MSCI. The MSCI information may only be used for your internal use, may not be 
reproduced or redisseminated in any form and may not be used as a basis for or a component of any 
financial instruments or products or indices. None of the MSCI information is intended to constitute 
investment advice or a recommendation to make (or refrain from making) any kind of investment 
decision and may not be relied upon as such. Historical data and analysis should not be taken as an 
indication or guarantee of any future performance, forecast or prediction. The MSCI information 
is provided on an “as is” basis and the user of this information assumes the entire risk of any use 
made of this information. MSCI, each of its affiliates and each other person involved in or related to 
compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly 
disclaims all warranties (including, without limitation, any warranties of originality, accuracy, 
completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) 
with respect to this information. Without limiting any of the foregoing, in no event shall any MSCI 
Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, 
without limitation, lost profits) or any other damages. (www.msci.com)
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THE MONTH AHEAD
Economic data and political events to watch

Economic data releases

4 November US balance of trade

5 November UK’s interest-rate decision
US Federal Reserve’s interest-rate decision

6 November US non-farm payrolls (October)

9 November Germany’s balance of trade (September)

10 November China’s inflation rate (year on year, October)
Germany’s ZEW economic sentiment survey 
(November)

12 November US inflation rate (year on year, October)

The outlook for equity markets over the next 12 months depends on a number of factors including the evolution of Covid-19, the scale of 
recovery from the first-half recession, the level of stimulus provided by global authorities and the outcome of political events, especially 
the US Presidential election. 

A major threat to the global economy emerged with the outbreak of Covid-19. Severe restrictions on travel and general activity were 
introduced to contain the virus. But these containment measures brought much of the global economy to a standstill, which resulted in 
the sudden onset of recession. Global growth is believed to have contracted by almost 16% on an annualised basis in the first half of the 
year. Our base case is that after a very severe but short recession, the global economy will continue to rebound in 2021, even with the 
recent reintroduction of lockdowns across Europe due to a second wave of Covid-19. Support for the global economy is being provided 
by the large levels of fiscal and monetary stimulus from global authorities, while growth is expected to pick up again when economies 
recover from the recent shutdowns. The expectation of a vaccine at some point next year should also enable activity levels in the global 
economy to return close to normal over the course of 2021.

Even after the modest correction in equities markets since September, upside in markets in the short term could be limited, given recent 
concerns that have emerged. These include the slowing momentum in global growth, delays in passing additional fiscal packages in the 
US, rising Covid-19 case numbers and fears over the potential for a contested or delayed US Presidential election result in November. 
On a 12–15-month timeframe, however, the outlook is more positive, with upside potential in equity markets of high single to double 
digits. This reflects the strong economic and earnings growth expected through 2021 and 2022, the relative attractiveness of equities 
versus other assets such as bonds and cash and the support provided by accommodative monetary policy from central banks, which is 
anticipated to remain in place for some time. 
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Source: ILIM, Trading Economics. Data is accurate as at 1 November 2020

Political events

 US Presidential election

13 November Euro Area growth rate, year on year (Q3, 
estimate)

15 November Japan’s growth rate, quarter on quarter 
(preliminary)

18 November UK inflation rate (year on year, October)

20 November GfK consumer confidence (UK, November)

24 November German GDP year on year, Q3 (final)

25 November US durable goods orders (month on month, 
October)

30 November China’s manufacturing PMI (November)
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