
Highlights:

Swiss 
government 
to double 
support for 
firms

Bitcoin 
trading close 
to all-time 
highs

The two attempts to 
break upwards of the 
10600 resistance narrowly 
failed. Momentum 
has sagged as the 
effect of the vaccine 
announcements wears 
off. Our focal point is still 
10950 points. Support is 
situated at 10350 points.

Overview

Last week more and more hard facts came to light 
about Covid-19 vaccines, concurrent with signs of 
an economic upturn. We advise keeping positions 
intact, even though investors were spooked to-
wards the end of the week by the rising number of 
new infections and the restrictions that have been 
reintroduced. Central banks are likely to ride to the 
rescue in December with further monetary stimu-
lus, giving asset prices another shot in the arm. In 
the short term, equity markets are set to remain 
under pressure, oscillating between good news 
about vaccine launch dates and bad news on the 
public health front.

The Swiss government last week announced that 
it would double support to businesses to CHF 1 
billion and expand short-time working. In Octo-
ber, Swiss exports were hit by the downturn in the 
chemicals and pharmaceutical sectors and by fall-
ing watch sales.

In the US, the number of Covid-19 cases con-
tinues to rise, forcing several state governors to 
impose new lockdown restrictions. Weekly initial 
jobless claims have started to rise again, but pro-
duction at US factories surprisingly accelerated 
by 1.1% in October. By contrast, retail sales dis-
appointed, advancing by only 0.3% in the same 
month – the smallest increase since May, when the 
recovery began. 

Joe Biden has called on Congress to unite and 
vote through the next stimulus package. Protract-
ed Democratic-Republican talks are increasing 

pressure on the Fed to inject additional liquidity 
into the system. Making matters worse, Treasury 
Secretary Mnuchin announced last Thursday that 
he would call time on several programmes that al-
lowed the Fed to provide emergency credit lines 
to struggling companies. Following this bad news, 
US Treasury yields continued slipping on Friday, in 
a cautious climate.

ECB boss Christine Lagarde has called on EU 
leaders to immediately implement the recovery 
plan decided in July to counter the economic re-
percussions of the pandemic. Currently approval 
is being held up by Hungary and Poland, which 
have vetoed the European debt-pooling plans on 
rule-of-law considerations.

Just as the dollar declines, Bitcoin is approaching 
the all-time highs seen in 2017. This exception-
al performance seems much less influenced by 
traders and more by investors with a longer-term 
horizon. Bitcoin is increasingly being used as a 
payment method by a handful of large companies 
such as Square or Paypal (listed on the NYSE), all 
of which are set to gain from its appreciation.

CAUTIOUSLY OPTIMISTIC MOOD BLOWS 
THROUGH MARKETS
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BITCOIN – A MISLEADING CORRELATION

ered a currency, which has three functions: a 
unit of account, a medium of exchange and a 
store of value. Here it is clear that the notion 
of value  – required for safe-haven status – is 
crucially lacking, judging by Bitcoin’s haphaz-
ard price trends. Bitcoin has a high implied 
volatility and will spring a surprise on any in-
vestor who parks their money there.
 
Thus, be wary of misleading statistics: even a 
broken clock is right twice a day.

Reaching the USD 18000 mark, the price 
of bitcoin has risen 250% year to date and 
is trading not far from its previous peak in 
2017. But whereas in the past the Bitcoin 
rally propelled it to the forefront of the news 
and its ascent was followed in the same way 
as investors track the Dow Jones, this time 
round, appreciation has taken place behind 
the scenes.

It is analysts who are now sprinting to find 
an explanation for the upswing. The correla-
tion between Bitcoin and gold is probably the 
most widely reported: Bitcoin is said to be dig-
ital gold – a kind of ‘2.0’ currency injected with 
the virtues of a safe haven. Bitcoin has seen 
its popularity soar and is increasingly available 
as a payment method. 

The question is whether it can now be consid-

N°585
23 November
2020

4000

8000

12000

16000

20000

Oct-19 Jan-20 Apr-20 Jul-20 Oct-20

Bitcoin market price (USD)


