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MONTHLY PULSE  WEDNESDAY, 30 SEPTEMBER 2020 

REVIEW AND ECONOMIC OUTLOOK 

 

espite COVID-19 surpassing one grim milestone after 

another, large-scale lockdowns are mostly seen as, 

with some exceptions, unlikely to be repeated 

globally this year. Nonetheless, in September, investors’ 

nerves broke, and markets at last underwent a correction. 

Besides the pandemic, the US elections outcome uncertainty 

along with the high valuations are some of the main current 

drivers of the volatility in the market. Therefore, investors 

should buckle up before the ups and downs of the upcoming 

months’ market roller-coaster. Or at least until we know who 

will run the White House for the next four years. 

TACTICAL ASSET ALLOCATION 

Liquidity Neutral 

Bonds Neutral 

Equities Neutral 

Alternative Investments Neutral 

 

MACROECONOMICS 

With the elections just a month away, COVID-19 pandemic 

nowhere near resolved, and the death of the Supreme Court 

Justice Ginsburg and thus the necessity to find her 

replacement, the US government is now too preoccupied to 

be able to agree on a new stimulus deal. Despite the earlier 

wide-spread conviction of the inevitability of a new stimulus 

package before the elections, now the prospect appears 

extremely unlikely to be completed on a short-term notice. 

Major banks are thus downgrading their projections for the 

Q4 US growth. Namely, Goldman Sachs now expects the 

annualized US GDP growth to be 3% instead of the previously 

expected 6%, and JPMorgan estimates it to be 2.5% instead 

of 3.5%. Goldman Sachs still believes, however, that a new 

stimulus deal will be passed in the beginning of 2021. 

Meanwhile, according to the FED Board’s report, the economic 

well-being of US households improved in July compared to 

April and even compared to October 2019. This was mostly 

due to the large financial aid from the government and 

charitable organisations and because some workers were 

able to return to work after the initial pandemic hit. 

Additionally, research shows a large surge in new business 

applications in Q3, much more than enough to offset the 

pandemic-caused decline in Q2. And an even more pleasant 

surprise was the jump in Conference Board Consumer 

Confidence Index from 86.3 in August to 101.8 in September, 

far above the expected 90.0. Time will show, however, 

whether this will affect the real economy when consumption 

accounts for two thirds of US GDP. 

 

In line with that optimism, OECD, in its September Interim 

Economic Outlook Forecasts for 2020 Report, has 

demonstrated more confidence regarding this year’s world 

growth projections compared to the June’s expectations. The 

trajectory still largely depends on virus-related 

developments, but it is evident that the “Double-hit” 

scenario, featuring another round of large-scale lockdowns in 

most economies, is no longer considered even with the 

resurgence of COVID infections across the globe. The average 

trajectory is, in fact, even more optimistic than the previously 

estimated “single-hit” scenario, the one without reiteration 

of severe lockdowns. Particularly, the world is projected to 

contract by around 4.5% this year, rather than by the 

previously estimated 6%, partially, because the world Q2 

output decline turned out smaller than anticipated. 

 

FIXED INCOME 

Despite a significant correction in equity markets, UST 10Y did 

not behave like a safe haven anymore. 10Y yields traded in a 

narrow range of 10 basis points. It looks like investors are 

trying to hedge elsewhere as the potential of lower yields is 

limited.   

But the curve (UST10-30Y) still tends to steepen in a risk-on 

environment, whereas selloffs lead to curve flattening.  

Currently we trade at 65 bps.  

September was a heavy month for global risk markets as the 

COVID-19 situation, especially in Europe, worsened. Renewed 

China trade tension and negative Brexit headlines were the 

catalyst to convince investors to take profit. Furthermore, 

Powell’s warning about a highly uncertain economic rebound 

added to the negative sentiment. Consequently, US junk bond 

funds suffered their biggest weekly outflows since March.  

For the first time since March, returns in HY and EM, were in 

negative territory with HY spread widening 30-40 bps.  

Overall, the new issue activity was still high with many 

companies pressured to issue ahead of November election.  

We expect the choppy sentiment to persist going into the last 

quarter. For weaker credits it will be more difficult to access 

the primary market as the momentum is broken. Despite a 

more volatile environment we remain constructive for solid 

credits and would buy the dips when it comes to heavier 

market dislocations. We are confident that this is just a 

temporarily, healthy correction in an overheated market.   
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EQUITIES 

After the beginning of September everything still spoke for a 

continuation of the stock market rally, the tide turned in the 

course of the month. The consolidation began in tech stocks 

in the US and then spread to the rest of the world. Only 

Switzerland and Japan managed to save a small plus. 

EQUITY INDICATORS 

Valuation Negative 

Momentum Attractive 

Seasonality Negative 

Macro Neutral  

 

The monthly performance of the UK stock market has been 

almost consistently worse than the global benchmark for the 

past year. In the recovery phase since mid-March, the relative 

weakness has worsened even further. This was mainly due 

to the renewed increase in uncertainty about the structure of 

the Brexit and the significantly better performance of the 

growth style compared with value.  

As far as Brexit is concerned, a lot of pessimism has now been 

factored into share prices, and the decision is getting closer. 

Many of the global fund managers are both underweight in 

UK and the energy sector, so that bad news should hardly 

lead to significant price declines. On the other hand, positive 

surprises in the current mood offer high price potential. 

Looking at the US over a long period of time, analysts have 

argued that US companies have above-average stock price 

potential due to their fundamental strength. If, for example, 

one compares the return on equity of the MSCI USA with that 

of the other regions, one sees a large lead for the US. 

Investors are therefore also prepared to pay a valuation 

premium. Analysts expect this development to continue. 

However, we expect increased uncertainty both before and 

after the presidential elections, which should also be 

reflected in the stock market. In the past, the stock market 

has tended to consolidate, especially if the election outcome 

was open in advance. However, it recovered as soon as the 

circumstances were clear, regardless of the new president's 

political orientation.  

We expect a similar development this time, but volatility 

could be higher and last longer. This time, too, the outcome 

of the elections is unclear. For investors, the further course of 

the corona pandemic, its economic consequences and the Q3 

earnings reporting season should be the three main topics in 

October. We expect market-supporting news at least on the 

latter topic, as the economic recovery in the past quarter was 

stronger than had been hoped for. Hence, we increased our 

equity position from slight underweight to neutral. 

 

ALTERNATIVES  

In FX space, the USD has rallied on renewed COVID-19 case 

counts, Supreme Court nomination controversy and the 

FOMC’s reluctance to bolster its new AIT (Average Inflation 

Target) commitment. In so far as the FED's ability to influence 

inflation expectations has been a key driver of EURUSD in 

recent months analysts should take this last factor most 

seriously. But it is not something to get hung up on just yet. 

Core elements of our bullish view on the EUR - attractive 

valuations, a sharp reduction in political risk via the Recovery 

Fund and ample labour market support to mitigate hysteresis 

effects - remain firmly in place. This has been the first and 

fairly well technically telegraphed pullback. The 1.1600/25 

levels would be a good level to re-engage. However, the 

biggest near-term threat to the EUR still relates to Brexit.  

Further ECB easing is less of a headwind for the EUR, even as 

board member Panetta signalled more action. Extending the 

PEPP in particular is more likely to have a positive influence 

by helping keep periphery spreads and risk premia in check. 

The programme is already working to insulate the periphery 

from bouts of risk aversion, and is also showing up in 

EURCHF's newfound resilience in the face of equity selloffs  

Gold seems to be in the process of forming a base around 

USD 1870/80, after a considerable selloff this month. There is 

somewhat bearish seasonality for the yellow metal in 

September, but not enough to justify the current 4.5-5% 

decline month-to-date. A lot of that appears to be a reaction 

to risk-off selling of equities and on the back of the increase 

in new COVID-19 cases. We expect a decent bounce should 

the COVID-19 situation ease. There has been very little real 

money interest over the past few days, while fast money 

seems to be trading the range in gold from the short side. 

As for the Oil, near-term prices will continue to be influenced 

by the outlook for the global economy as a gradual post-

COVID-19 recovery continues, but the continued efforts of 

OPEC+ to keep the market relatively tight and to accelerate 

the draw-down of global inventories should keep the 

medium-term trend positive. 
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MARKET OVERVIEW AS OF WEDNESDAY, 30 SEPTEMBER 2020, 3:16 PM 

FIXED INCOME 

 

EQUITY 

  

COMMODITY 

 

FOREIGN EXCHANGE 

 

  Source: Clarus Capital Group, Bloomberg 

 

Rate Δ 1m Δ 3m Δ ytd

USD Overnight 0.08 0.00 0.01 -1.46

USD 1y Swap 0.22 -0.02 -0.05 -1.55

USD 3y Swap 0.24 0.00 0.01 -1.45

USD 5y Swap 0.34 0.00 0.01 -1.39

USD 10y Swap 0.69 -0.01 0.06 -1.20

EUR Overnight -0.47 0.00 -0.01 -0.02

EUR 1y Swap -0.49 -0.05 -0.13 -0.17

EUR 3y Swap -0.48 -0.06 -0.09 -0.25

EUR 5y Swap -0.43 -0.07 -0.08 -0.32

EUR 10y Swap -0.24 -0.10 -0.07 -0.45

CDX Xover 5y 4.11% 0.44% -1.06% 1.31%

iTraxx Xover 5y 3.50% 0.26% -0.32% 1.43%

Δ 1m Δ 3m Δ 6m Δ ytd

USD Deposit 1m 0.2% 0.5% 0.9% 0.9%

USD Aggregate 1-3y 0.0% 0.2% 1.0% 2.8%

USD Aggregate 3-5y -0.1% 0.4% 2.2% 5.0%

USD Aggregate 5-7y 0.1% 0.9% 4.6% 7.4%

USD Aggregate 7-10y 0.2% 1.5% 7.2% 9.5%

EUR Overnight 0.0% -0.1% -0.2% -0.3%

EUR Aggregate 1-3y 0.1% 0.3% 1.0% 0.0%

EUR Aggregate 3-5y 0.3% 0.8% 2.4% 0.7%

EUR Aggregate 5-7y 0.6% 1.3% 4.0% 1.7%

EUR Aggregate 7-10y 1.1% 1.8% 4.8% 2.9%

US Corp. HY -1.3% § 14.9% 0.3%

EUR HY -0.7% 2.2% 13.7% -3.3%

Price P/E D. Yield FCF yield

MSCI World 7,005 23.9 2.1% 6.4%

S&P 500 3,335 25.3 1.8% 4.7%

NASDAQ 11,323 31.4 0.8% 3.3%

Euro Stoxx 50 3,209 21.4 2.8% 13.1%

SMI 10,250 19.8 3.1% 9.3%

FTSE 100 5,905 19.5 3.7% 11.7%

DAX 12,804 20.6 2.8% 9.5%

MSCI Asia Pacific 170 19.2 2.3% 4.3%

FTSE China A50 15,209 12.8 2.5% 8.9%

MSCI Emerging Market 1,069 17.4 2.3% 5.4%

PH Semiconductor 2,243 22.3 1.5% 4.0%

Δ 1m Δ 3m Δ 6m Δ ytd

MSCI World -3.8% 7.6% 28.4% 1.4%

S&P 500 -4.7% 7.6% 29.1% 3.2%

NASDAQ -6.5% 11.5% 44.9% 29.7%

Euro Stoxx 50 -2.0% -0.8% 15.1% -14.3%

SMI 1.1% 2.0% 10.1% -3.5%

FTSE 100 -1.0% -4.3% 4.1% -21.7%

DAX -1.1% 4.0% 28.9% -3.4%

MSCI Asia Pacific -1.4% 7.9% 24.4% -0.2%

FTSE China A50 -3.3% 8.9% 20.6% 5.7%

MSCI Emerging Market -3.0% 7.4% 26.0% -4.1%

PH Semiconductor -0.8% 12.3% 48.5% 21.2%

Price FCST 20 FCST 21 Δ Future

Gold 1,896 1798 1885 -1.3%

Silver 24.04 19.2 21.5 -11.2%

Platinum 890 876 916.25 -13.0%

Palladium 2,347 2076 2100 -23.4%

Crude Oil 39.07 38.1 45 -2.5%

Brent Oil 40.41 42.2 47.75 1.7%

Δ 1m Δ 3m Δ 6m Δ ytd

Gold -3.8% 5.3% 19.7% 24.5%

Silver -15.9% 27.8% 68.3% 31.6%

Platinum -6.0% 4.0% 21.7% -10.4%

Palladium 3.0% 19.6% 3.1% 24.3%

Crude Oil -8.9% -1.3% 18.7% -31.3%

Brent Oil -10.8% -2.8% 11.0% -34.4%

Price FCST 20 FCST 21 Δ Spot

EUR/USD 1.1713 1.1900 1.2300 4.9%

GBP/USD 1.2857 1.3000 1.3400 4.1%

USD/CHF 0.9219 0.9100 0.9100 -1.3%

USD/JPY 105.64 106.00 105 -0.6%

EUR/CHF 1.0799 1.0800 1.1200 3.6%

USD/RUB 78.09 73.63 71.00 -9.5%

EUR/RUB 91.46 87.49 86.25 -5.9%

Δ 1m Δ 3m Δ 6m Δ ytd

EUR/USD -1.9% 4.2% 6.8% 4.3%

GBP/USD -3.9% 3.9% 3.7% -3.1%

USD/CHF -2.1% 2.7% 4.8% 4.8%

USD/JPY 0.2% 2.1% 2.0% 2.8%

EUR/CHF -0.1% -1.4% -1.9% 0.5%

USD/RUB -5.1% -8.8% 0.4% -20.6%

EUR/RUB -3.0% -12.5% -6.3% -23.8%
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DISCLAIMER 

 

This document has been prepared by Clarus Capital Group AG ("Clarus Capital"). This document and the information contained herein 

are provided solely for information and marketing purposes. It is not to be regarded as investment research, sales prospectus, an 

offer or a solicitation of an offer to enter in any investment activity or contractual relation. Please note that Clarus Capital retains 

the right to change the range of services, the products and the prices at any time without notice and that all information and opinions 

contained herein are subject to change. 

This document is not a complete statement of the markets and developments referred to herein. Past performance and forecasts 

are not a reliable indicator of future performance. Investment decisions should always be taken in a portfolio context and make 

allowance for your personal situation and consequent risk appetite and risk tolerance. This document and the products and services 

described herein are generic in nature and do not consider specific investment objectives, financial situation or particular needs of 

any specific recipient. Investors should note that security values may fluctuate, and that each security’s price or value may rise or 

fall. Accordingly, investors may receive back less than originally invested. Individual client accounts may vary. Investing in any 

security involves certain risks called non-diversifiable risk. These risks may include market risk, interest-rate risk, inflation risk, and 

event risk. These risks are in addition to any specific, or diversifiable, risks associated with particular investment styles or strategies. 

Clarus Capital does not provide legal or tax advice and makes no representations as to the tax treatment of assets or the investment 

returns thereon, either in general or with reference to specific client's circumstances and needs. Recipients should obtain 

independent legal and tax advice on the implications of the products and services in the respective jurisdiction before investing. 

Certain services and products are subject to legal provisions and cannot be offered world-wide on an unrestricted basis. In particular, 

this document is not intended for distribution in jurisdictions where its distribution by Clarus Capital would be restricted. Clarus 

Capital specifically prohibits the redistribution of this document in whole or in part without the written permission of Clarus Capital 

and Clarus Capital accepts no liability whatsoever for the actions of third parties in this respect. Neither Clarus Capital nor any of its 

partners, employees or finders accepts any liability for any loss or damage arising out of the use of all or any part of this document. 

Source of all information is Clarus Capital unless otherwise stated. Clarus Capital makes no representation or warranty relating to 

any information herein which is derived from independent sources. Please consult your client advisor if you have any questions. 
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