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Global equity markets have mostly fallen over the past 
week as the second wave of Covid-19 has intensified, 
uncertainty around the US election, and diminishing 
prospects for an agreement on a stimulus package in 
the US. 

The major exceptions were China and Japan, where 
equity markets rose. 

There was more optimism around Brexit, however, which 
saw the pound increase to its best level since March. It 
jumped by 1.7% on Wednesday alone to $1.317.

Last week’s markets performance* 

• FTSE100: -1%

• S&P500: -0.52%

• Dow: -0.94% 

• Nasdaq: -1.05%

• Dax: -2.03%

• Hang Seng: +2.18%

• Shanghai Composite: -1.74%

• Nikkei: +0.45% 

*Data for week to close of business on Friday 23 October. 

Share markets start new week on back foot
Markets continued to struggle on Monday as investors 
mull uncertainties thrown up by the US election, and 
worries about Covid-19. 

The FTSE100 closed down 1.16% at 5,792.01 on 
Monday, while markets across Europe were all lower 
as governments took steps to increase restrictions to 
contain the virus. 

Over in the US, the country recorded a record number 
of cases over the weekend, and markets reacted 
predictably enough on Monday, with the Dow falling 
2.3% and the S&P 500 down 1.86%. The Nasdaq  
fell 1.64%.

Vaccines, US election and buying 
opportunities
On the plus side, there are expectations for a vaccine 
before the end of the year with a number of drugs 
in phase three trials. The problem is that the nature 
of these trials means that you can occasionally hear 
slivers of bad news, but it is impossible to know 
whether the drugs actually work until the trial has 
finished – not even the researchers know how it is 
proceeding in the meantime. In the absence of tangible 
good news on a vaccine, markets have focused on 
potential risks. 

A survey by Bank of America/Merrill Lynch asked what 
would be the best outcome in the US election, and 
74% of respondents didn’t think either candidate would 
be better or worse than the other; what they feared 
most was a contested election. In addition, around 
60% felt that was a likely outcome. This is clearly going 
to continue to cause volatility in the markets but the 
good thing about short-term uncertainties is that you 
know they will shortly be resolved. In the meantime, we 
will look to take advantage of the buying opportunities 
that the market fluctuations throw up. 

Brexit and the pound
Sterling jumped on news that the UK and EU will 
resume intensive talks on a trade deal. Both sides are 
aiming to strike a deal within three weeks which would 
leave enough time for it to be implemented before the 
end of the year. The same hurdles seem to remain, in 
areas such as fishing and state aid, but they clearly 
both want to make a breakthrough and somehow 
reach a deal. It always seemed likely that talks would 
resume so the pound’s gains drifted off over the next 
couple of sessions.



US stimulus hopes fading 
The other major news investors are reacting to is the 
slim chance of a fiscal deal being reached before the 
election. Talks continued all week between Speaker 
Pelosi and President Trump on a potential fiscal deal 
but one would stand little chance of progressing 
through the Senate because of opposition from more 
conservative Republicans. 

President Trump wants a deal to support his national 
popularity ahead of the election, and he certainly has 
more to gain from a new stimulus bill than Joe Biden. And 
so we may also be witnessing some political posturing 
by the Democrats to run down the clock to the election. 
Joe Biden is comfortably ahead in most polls, and with a 
big enough victory the Democrats would be free to enact 
their own $2.2trn stimulus bill without needing to make 
concession to the Republicans.
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Manufacturing holding up, socially-based 
services are suffering
The latest health check on the global economy came 
from last Friday’s release of the provisional purchasing 
managers’ indices – the monthly surveys that gauge 
whether businesses are seeing business increase or 
decrease compared to the previous month.

Generally, they continue to tell a supportive tale 
for manufacturing, as the IHS/Markit flash US 
manufacturing PMI produced a reading of 53.3 
for October, up from 53.2 in September, while the 
eurozone manufacturing PMI rose to 54.4 in October 
from 53.7 the previous month.

In the UK, the services PMI dropped slightly to 52.3 
in October from 56.1 the month before, while the 
manufacturing PMI fell to 53.3 from 54.1. 

This shows a clear loss of momentum in the UK. 
Confronted with more lockdowns, Brexit headwinds and 
less generous government support, we are expecting 
the economy to slow further in the fourth quarter. 

To view the latest Markets in a Minute video click here.
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https://player.vimeo.com/video/472519331
https://player.vimeo.com/video/472519331

