
Highlights:

Surge in virus 
cases stokes 
fears

Chinese 
exports and 
industrial 
production on 
the rise

Breaking past support at 
10000 points last week 
brings 9700 points, a key 
long-term support, into 
reach.

Overview

Core equity markets staged corrections last 
week, pulled down by concerns about the 
continuing pandemic and the renewed restric-
tions on business introduced in several Euro-
pean countries. A curfew was introduced in 
Spain and Italy, forcing bars and restaurants 
to close early. In the US, the number of daily 
cases skyrocketed over the weekend to up-
wards of 83,000, with a sharp increase in the 
less populated areas spared during the first 
wave. 

Mild anxiety over the outcome of the presiden-
tial election is stoking volatility because of the 
implications for investors, particularly with re-
gard to corporate taxation. The final televised 
debate between the two candidates was not 
particularly revealing with regard to their re-
spective economic platforms. However, in the 
wake of his performance, Joe Biden is tipped 
to win. He remains ahead in the polls at 51.4% 
of the vote, even though the gap relative to 
Donald Trump (42.7%) has narrowed. Which-
ever man is chosen to be president, a bumper 
stimulus package is likely to be forthcoming. 
But should Joe Biden win the presidential 
election and the Democrats also secure a 
Senate majority, tax hikes could ensue, which 
could then hurt businesses.

Fears of recession in the third quarter in Eu-
rope are gathering pace according to recent 

business surveys. The services PMI fell sharp-
ly in France (46.5). In contrast, in Germany, the 
manufacturing PMI recovered to 58. Christine 
Lagarde, who heads up the ECB, which meets 
this Thursday, last week reiterated that the 
ECB remains ready to use all instruments at 
its disposal to support the economy. Howev-
er, the market believes that no concrete mea-
sures will be announced before the December 
meeting. In the meantime, China’s economy 
continues to recuperate, boasting a sharp 
increase in exports and industrial production 
(+6.9% year-on-year in September). Chinese 
equities are likely to continue performing pos-
itively, especially as their weighting in world 
indices is increasing. 

Generally speaking, corporate results in the 
US have not been as bad as expected, with 
earnings largely beating expectations. Finan-
cials reported by tech giants (Amazon, Apple 
and Alphabet) after the closing bell this Thurs-
day are to be watched closely.

BUSINESS SHUTDOWNS AND SURGING VIRUS CASES 
RATTLE INVESTORS
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LETHAL INTERMISSION

platforms, leading to much smaller returns, 
or postpone the release outright. MGM, the 
studio that produced the latest James Bond 
film, has chosen the last option. And it is a 
lethal choice for cinema owners, who now find 
themselves with no material and no custom-
ers.

In addition, giants such as Cineworld and 
AMC have invested heavily (by taking out large 
loans) to give customers an attractive alterna-
tive to evenings spent at home watching Net-
flix. As a result, they are now heavily indebt-
ed, facing paltry revenues and a stockmarket 
price that has been decimated, to the point 
where Moody’s is not ruling out bankruptcy.

The pandemic is making life hard for cinemas. 
On 9 October, Cineworld, the world’s sec-
ond-largest cinema chain (after AMC), tempo-
rarily shut its 536 cinemas in the US (and 127 
locations in the UK) after the release of several 
blockbusters, such as the latest James Bond 
movie, was postponed. This final outing for 
Daniel Craig as 007 was due for release in the 
first quarter of 2020. It was then postponed to 
November this year. It will finally be released in 
March 2021.

In the face of the pandemic, film studios have 
three choices: screen a film in near-empty cin-
emas, release the film directly to streaming 
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