
 
 

 

 

 

 

What’s moving markets 
 

 Second half of October has seen surge in market volatility, caused by uncertainty ahead of US 
elections on the one hand and spikes in virus numbers and lack of US stimulus package, on the 
other. Despite narrowing gap, Joe Biden still remains ahead of Trump for the next presidency, 
nevertheless, investors believe that implementation of tax increases wouldn’t be possible  in case of 
Biden win, as the economy remains under pressure. 

 Growing COVID cases around the globe have caused short-term correction of the markets in the 
second half of October. In US, number of coronavirus cases spiked in 13 states. In Europe, 
increasing number of countries have announced fresh restrictions to tackle the virus spread. The 
risk sentiment somewhat improved by end of the month, supported by better than expected 
economic data from the US and Eurozone. US GDP surged by 33.1% (annualized) in 3Q, while the 
Eurozone’s four biggest economies grew in the range of 8.2%-18.2% in 3Q. At its recent meeting, 
the ECB maintained key rates and its bond-buying program unchanged, however, due to “rapidly 
loosing momentum” the ECB signalled more stimulus by end of the year. Nevertheless, the fresh 
lockdowns announced across Europe will take its toll on Eurozone economy. Notably, economists 
surveyed by the Financial Times slashed their economic forecasts for Eurozone to -2.3% in 4Q20.  

 Last week of October saw earnings announcements from the leading tech giants. The combined 
sales of the four big tech companies – Amazon, Facebook, Google and Apple – increased 18% y/y 
in 3Q, beating the analyst expectations by 4%. However, market reaction was mixed, with Google’s 
price increasing by 6%, while prices of Amazon, Facebook and Apple fell. On a positive note, 86% 
of S&P 500 companies beat market. 

 Overall, US equities finished the month in red, with S&P 500 down 2.8%, however sharpest declines 
occurred in the last week of October, when the index was down 5.6% w/w. Technology heavy 
NASDAQ also came under pressure, finishing the month 2.3% lower compared to end-September 
(-5.5% w/w). European stocks, including STOXX 600 and FTSE 250 were also down.  

 The IMF published its periodical Global Financial Stability Report on October 13. The IMF staff 
once again underlined that equity market “overvaluations are at historically high levels”, particularly 
in the US, Euro area, Japan and China, while in the UK overvaluation has declined to acceptable 
levels since June. The IMF also pointed out unprecedented policy support as the main reason 
behind the stock market recovery. Declines in equity market valuations caused by sharp 
deterioration in corporate earnings outlooks in March 2020, were more than offset by various policy 
measures, which have lowered risk-free rates and reduced equity risk premiums. Furthermore, 
equity prices were supported by increased participation of retail investors in some countries i.e. 
“Robinhood Investors” who have flooded financial markets, particularly tech stocks. The IMF staff 
warned about possible sharp adjustments in asset prices if investors question the extent of continued 
policy support or if the recovery is delayed. 
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Note: Data as of 30 October 2020 
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 China reported strong third quarter economic data, with GDP growing by 4.9% y/y. Although this 
number is slightly lower than expectations, it still shows strong rebound in Chinese economy and 
proves that China manages to achieve a V-shaped recovery, better than any other major economy 
in the world. The IMF forecasts 1.9% growth in 2020 in China, before growing by astonishing 8.2% 
in 2021. China’s renminbi continued strengthening in the second half of October, supported by fast 
economic recovery. China’s Shanghai Composite Index closed slightly lower by end-month (-1.5% 
m/m)  

 In Japan, Nikkei 225 index finished the month slightly below the end-September level, trading at 
22,977 or -0.9% m/m.  

 

 

Commodities 
 

 Growing COVID-19 cases and associated fears of second wave of lockdowns on the one hand and 
growing crude oil supply (US and Libya) on the other, negatively affected oil prices. Oil prices 
plunged as much as 5% to nearly 5-month low on October 28 and continued the fall, trading at US$ 
35.8/barrel by end of month (WTI). Notably, International Energy Agency (IEA) reported that crude 
oil inventories in US increased by 4.3mn barrels in the week ended October 23. Notably, this level 
is c. 9% higher than the 5 year average for this time of year.  

 Gold has been trading just below US$ 1,880/ounce by end of October. Strong dollar and better than 
expected economic recovery in US are the main reasons behind the Gold price weakness. However, 
growing fears of double-dip economic recovery might increase demand on safe assets, going 
forward. 

 

 

Volatility 
 

 Cboe Volatility Index, VIX, the gauge of fear in S&P market, surged to 40.3 by 28 October, highest 
level since mid-June.   

 Nikkei 225 Shanghai Composite Index 
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Note: Data as of 30 October 2020 

22,977 

16,000

18,500

21,000

23,500

26,000

Jun Aug Oct Dec Feb Apr Jun Aug Oct

3,225 

2,500

2,750

3,000

3,250

3,500

3,750

Jun Aug Oct Dec Feb Apr Jun Aug Oct

1,879 

1,000

1,200

1,400

1,600

1,800

2,000

2,200

Jun Aug Oct Dec Feb Apr Jun Aug Oct

35.8 

-50

-25

0

25

50

75

Jun Aug Oct Dec Feb Apr Jun Aug Oct

38.0

0

20

40

60

80

100

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct

Please refer to important disclaimers on the final page of this document.  



 

Global markets  
Periodic 

 November 3, 2020 

Disclaimer 

 This document is the property of and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of Bank of Georgia Group 

PLC (‘Group”) solely for informational purposes and independently of the respective companies mentioned herein. This document does not 

constitute or form part of, and should not be construed as, an offer or solicitation or invitation of an offer to buy, sell or subscribe for any 

securities or assets and nothing contained herein shall form the basis of any contract or commitment whatsoever or shall be considered as 

a recommendation to take any such actions. 

 

Galt & Taggart is authorized to perform professional activities on the Georgian market. The distribution of this document in certain 

jurisdictions may be restricted by law. Persons into whose possession this document comes are required by Galt & Taggart to inform 

themselves about and to observe any and all restrictions applicable to them. This document is not directed to, or intended for distribution, 

directly or indirectly, to, or use by, any person or entity that is a citizen or resident located in any locality, state, country or other jurisdiction 

where such distribution, publication, availability or use would be contrary to law or regulation or which would require any registration or 

licensing within such jurisdiction. 

 

Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may not be suitable for everyone. 

The recipients of this document must make their own investment decisions as they believe appropriate based on their specific objectives 

and financial situation. When doing so, such recipients should be sure to make their own assessment of the risks inherent in emerging 

market investments, including potential political and economic instability, other political risks including without limitation changes to laws and 

tariffs, and nationalization of assets, and currency exchange risk. 

 

No representation, warranty or undertaking, express or implied, is or will be made by Galt & Taggart or any other member of the Group or 

their respective directors, employees, affiliates, advisers or agents or any other person as to, and no reliance should be placed on, the 

fairness, accuracy, completeness or correctness of this document and the information contained herein (and whether any information has 

been omitted from this document) and no reliance should be placed on it. This document should not be considered as a complete description 

of the markets, industries and/or companies referred to herein. Nothing contained in this document is, is to be construed as, or shall be 

relied on as legal, investment, business or tax advice, whether relating to the past or the future, by Galt & Taggart any other member of the 

Group or any of their respective directors, employees, affiliates, advisers or agents in any respect. Recipients are required to make their 

own independent investigation and appraisal of the matters discussed herein. Any investment decision should be made at the investor's 

sole discretion. To the extent permitted by law, Galt & Taggart, any other member of the Group and their respective directors, employees, 

affiliates, advisers and agents disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages however arising, directly 

or indirectly, from any use of this document or its contents or otherwise arising in connection with this document, or for any act, or failure to 

act, by any party, on the basis of this document.  

 

The information in this document is subject to verification, completion and change without notice and Galt & Taggart is not under any 

obligation to update or keep current the information contained herein. The delivery of this document shall not, under any circumstances, 

create any implication that there has been no change in the information since the date hereof or the date upon which this document has 

been most recently updated, or that the information contained in this document is correct as at any time subsequent to the date on which it 

is supplied or, if different, the date indicated in the document containing the same. No representation or warranty, expressed or implied, is 

made by Galt & Taggart or any other member of the Group, or any of their respective directors, employees, affiliates, advisers or agents 

with respect to the accuracy or completeness of such information. 

 

 

The information provided and opinions expressed in this document are based on the information available as of the issue date and are 

solely those of Galt & Taggart as part of its internal research coverage. Opinions, forecasts and estimates contained herein are based on 

information obtained from third party sources believed to be reliable and in good faith, and may change without notice. Third party 

publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to be reliable, 

but that there is no guarantee of the accuracy or completeness of such data. Accordingly, undue reliance should not be placed on any such 

data contained in this document. Neither Galt & Taggart, any other member of the Group, nor their respective directors, employees, affiliates, 

advisors or agents make any representation or warranty, express or implied, of this document's usefulness in predicting the future 

performance, or in estimating the current or future value, of any security or asset.  

 

Galt & Taggart does, and seeks to do, and any other member of the Group may or seek to do business with companies covered in its 

research. As a result, investors should be aware of a potential conflict of interest that may affect the objectivity of the information contained 

in this document. 

 

Unauthorized copying, distribution, publication or retransmission of all or any part of this document by any medium or in any form for any 

purpose is strictly prohibited. 

 

The recipients of this document are responsible for protecting against viruses and other destructive items. Receipt of the electronic 

transmission is at risk of the recipient and it is his/her responsibility to take precautions to ensure that it is free from viruses and other items 

of a destructive nature. 
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