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The macro forces at play

 

November is turning out to be an eventful month in markets. The following five forces

are proving to be the key macro drivers for movements in asset classes:

 

1. The dissipation of US election uncertainty has settled nerves. The CBOE Volatility

Index has eased to around 231 from the recent peak of over 40 in October, which was its

highest reading since June.

 

2. Promising vaccine trial results from Moderna have followed those from Pfizer and

BioNTech to give markets hope of ‘normalcy’ in 2021.

 

3. China’s recently announced 14th 5-year plan for the period 2021-2025 places a renewed

emphasis on science and technology to drive the next phase of growth for the country.

 

4. Leaders from 15 Asia-Pacific countries including China, Japan, and Australia have

signed a trade agreement following eight years of negotiations paving the way for

greater economic cooperation.

 

5. Covid cases continue to rise in many countries and markets are bracing themselves for

another dip in economic activity in Q4 before things get better again, particularly for

Europe where lockdowns have become tighter.

 

The impact on markets

 

While headwinds from rising Covid infections are keeping the rally in check, tailwinds

behind risk assets have generally been more forceful so far in November (see table

below).
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Source: Bloomberg, data as of 17 November. All price returns are in USD.

Historical performance is not an indication of future performance and any

investments may go down in value.

 

 

The macro forces noted above are driving the following key market movements:

 

1. US equities:  Sectors distressed due to the pandemic have made the largest gains so

far in November on account of the ‘economic recovery’ trade. Within the S&P 500 Index,

largest gains have been made by energy – on improving prospects for oil prices;

financials – on better credit conditions as the economy recovers; and industrials – on

expectations of a pick-up in demand2.

 

2. Chinese equities: Chinese markets have been buoyed by a combination of 1. Robust Q3

economic data; 2. The new 5-year plan; and 3. The new Asia-Pac trade deal. The recent

strength in Chinese stocks has also permeated across to emerging market (EM) equities,

on account of China’s weight in EM indices. Asia-Pacific stocks, already spurred by a

relatively less pervasive second wave of Covid in the region compared to Europe, have

been catalysed further by the trade deal.

 

3. Industrial metals:  China’s focus on inducing growth through technological innovation

inevitably bodes well for the raw materials needed to fulfil its aspirations, i.e.

industrial metals. For example, China accounts for more than half of global copper

demand3 and has, since June, been importing the base metal at meaningfully higher levels

than the preceding 5-year range4. Copper prices have made strong gains as a result.

 

 

Sources

1 as of 17 November

2 Bloomberg, data as of 17 November 2020

3 Statista, data as of 08 June 2020

4 Bank of America, data as of 09 November 2020
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Related blogs

+ A moment in markets – The next 12 months

 

View the online version of this article here.
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https://www.wisdomtree.eu/en-gb/blog/2020-11-11/a-moment-in-markets-the-next-12-months
https://www.wisdomtree.eu/en-gb/blog/2020-11-18/a-moment-in-markets--much-has-happened-since-the-us-elections


Important Information

 

Marketing communications issued in the European Economic Area (“EEA”):         This

document has been issued and approved by WisdomTree Ireland Limited, which is authorised

and regulated by the Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA:         This

document has been issued and approved by WisdomTree UK Limited, which is authorised and

regulated by the United Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as

“WisdomTree” (as applicable). Our Conflicts of Interest Policy and Inventory are

available on request. 

For professional clients only. The information contained in this document is for

your general information only and is neither an offer for sale nor a           

solicitation of an offer to buy securities or shares. This document should not       

be used as the basis for any investment decision. Investments may go up or down

in value and you may lose some or all of the amount invested. Past performance

is not necessarily a guide to future performance. Any decision to invest should

be based on the information contained in the appropriate prospectus and after          

seeking independent investment, tax and legal advice. 

The application of regulations and tax laws can often lead to a number of            

different interpretations. Any views or opinions expressed in this communication

represent the views of WisdomTree and should not be construed as regulatory, tax

or legal advice. WisdomTree makes no warranty or representation as to the          

accuracy of any of the views or opinions expressed in this communication. Any           

decision to invest should be based on the information contained in the          

appropriate prospectus and after seeking independent investment, tax and legal        

advice.

This document is not, and under no circumstances is to be construed as, an advertisement

or any other step in furtherance of a public offering of shares or securities in the

United States or any province or territory thereof. Neither this document nor any copy

hereof should be taken, transmitted or distributed (directly or indirectly) into the

United States. 

Although WisdomTree endeavours to ensure the accuracy of the content in this document,

WisdomTree does not warrant or guarantee its accuracy or correctness. Where WisdomTree

has expressed its own opinions related to product or market activity, these views may

change. Neither WisdomTree, nor any affiliate, nor any of their respective officers,

directors, partners, or employees accepts any liability whatsoever for any direct or

consequential loss arising from any use of this document or its contents.
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