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MARKET COMMENTARY

Most major equity markets saw declines for the second consecutive month in October and recorded their largest weekly declines since March. On the 
health front, investors continued to grapple with the prospect of lockdowns, following a resumption of movement restrictions in Europe on the back of a 
surge in new Covid-19 cases. In the US, new cases and hospitalization rates also ticked-up, fuelling concerns of a reintroduction of movement restrictions 
in the world’s largest economy. 

On the political side, news continued to be dominated by the upcoming US Presidential Election, with investors concerned about the possibility of a 
contested election in the event of a tight result. Investors were also worried about the outcome of several senate contests, with some believing that a 
Democratic win of the presidency, Senate majority and control of the House could possibly facilitate the passage of a bigger stimulus package. Both the 
Democrats and Republicans have so far failed to write and vote on a new fiscal stimulus bill, despite both parties expressing a fair degree of optimism 
around striking a deal.

From an economic recovery perspective, US annualised 3rd quarter GDP came in at 33.1%, in-line with Dow Jones estimates of 32%. This was largely 
driven by improvements in consumption spending as well as business and residential investment spending. Although this marks the fastest pace of US 
economic expansion on record, it is worth highlighting that this comes off a low base, given the record contraction in the 2nd quarter. Taken together with 
improving employment numbers, there appears to be notable improvements on the economic front, however, market participants remain focussed on the 
ability of Congress to deliver a stimulus package that can sustain the recovery.

In the US, returns were led by declines in major tech names such as Facebook, Amazon and Alphabet (Google). This saw the tech heavy NASDAQ 100 
(-3.2%) fall more than the S&P 500 (-2.7%), with the latter now up only +2.8% for the year. European markets bore the brunt of the sell-off, following a re-
introduction of travel restrictions in countries such as France and the UK. Germany was the hardest hit, with the FSE DAX (-10.0%) and the UK’s FTSE 
100 (-4.7%) both ending significantly lower than US equity markets. The MSCI Emerging Markets Index (+2.1%) fared better than their developed 
market peers and have now outperformed them in four of the past five months. Performance was largely driven by Asian markets such as China, where 
the Shanghai SE Composite (+1.9%) benefitted from a more sustained health and economic recovery. Japan’s Nikkei 225 (+0.1%) also managed to eke 
out a positive return and the MSCI World Index (-3.0%) ended lower, reflecting the overall performance across most of its constituents.

Gold (-0.3%) and Platinum (-3.6%) gave up gains made earlier in the year, whilst Oil (-8.5%) also lost ground on concerns of a reduction in demand on the 
back of the movement restrictions in Europe.

The US dollar had mixed performance against major currencies for the month, with the greenback depreciating against the Japanese Yen (-0.9%) and 
appreciating against the euro (+0.7%). It was, however, broadly unchanged against the pound sterling.

*All data is sourced from Morningstar Direct as at 31/10/2020. The performance of global asset classes is quoted in US dollars.

Returns are quoted in US Dollar. Returns greater than a year have been annualised. 
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