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An unprecedented election week            

Global markets digested an unprecedented election week marked with uncertainty as counting of mail-in 
ballots in key swing states delayed the election outcome while the Trump campaign filing lawsuits raised 
the possibility of a contested election.  The prospects of “blue wave” outcome started to diminish as 
President Trump managed to hold his lead in the key battleground state of Florida, as well as traditionally 
Republican Texas, and the GOP managed to retain Senate seats in Maine and North Carolina. However, 
with more mail-in votes being counted over the week, former Vice President Joe Biden recovered initial 
losses and ultimately pushed ahead in the crucial states of Michigan, Wisconsin, Pennsylvania and 
Georgia, which would allow him to reach the required 270 electoral seats. With the US election result 
pointing to a potential divided Government, equity markets in the US rallied strongly reversing their losses 
over the previous weeks. In fact, S&P 500 index is now close to its all-time high reached on September 2, 
2020. ‘Blue wave’ trades seem to have unwound aggressively over the past week with investors rotating 
back into growth themes – reflected in a strong outperformance of the NASDAQ composite. Equity market 
performances were strong even outside the US. The 10yr UST yields declined over the week with reduced 
possibility of “blue wave” and an aggressive fiscal stimulus. The Fed’s comments on scope to deploy more 
QE through long-term bond purchases also supported the rally. However, on Friday, better than expected 
jobs report pushed the yields above 0.8%. In the currency market, the dollar weakened, after 
strengthening initially, with indications of Mr. Biden being the frontrunner in the race. It was a good week 
for the commodities, precious and industrial metals with the dollar declining to a two –month low.   

Biden it is, the Senate still to be seen 

Biden is now very likely the next US President. More interesting will be who will gain the Senate. Georgia 
will have to hold run-off elections for its two senators, something that will not take place until early January, 
and which will determine which party will ultimately have the Senate majority. Razor-thin margins in key 
swing states could lead to recounting of votes, yet the prospects for legal challenges by the Trump 
campaign look bleak. While US Treasuries (UST) have rallied on the prospect of modest fiscal stimulus 
with the likelihood of a divided government, the decline in yields is moderate compared to the pick-up seen 
going into the election. In fact, yields surged above 0.8% on the upbeat payroll numbers on Friday This 
further reinforces that the bond markets were not only pricing in the “blue wave” scenario ahead of the 
election, but also prospects of better economic recovery. Even with the some unwinding of the steepening, 
we believe that the UST curve is still steep as the rising Covid infections and lack of vaccine clarity pose 
risks to the sustainability of growth revival. In addition, chances of moderate stimulus could pass the baton 
on the Fed to deploy more monetary stimulus measures to support growth with Fed Chair Jay Powell also 
signalling that the central bank is open to increase purchases of long-dated bonds. We maintain our 
overweight stance on long-dated USTs. In equities, we remain cautious in the near term, given the election 
outcome still not clear (specifically relating to who gets a majority in the Senate). However, we are 
constructive on the outlook over the 12-month horizon. Our equity strategy is to overweight US and UK, 
and underweight Eurozone and EM outside Asia. We are neutral Asia and prefer structural growth 
opportunities there. By sector we prefer IT and Communication services as long-term plays. We have also 
identified industry level opportunities to play the vaccine availability in the medium-term. Our preference is 
for large cap non-cyclical growth with focus on quality. 

 

Global markets’ performance snapshot

Index Snapshot (World Indices)  Global Commodities, Currencies and Rates 

Index Latest Weekly % YTD %  Commodity Latest Weekly % YTD % 

S&P 500 3,509 7.3  8.6   ICE Brent USD/bbl 39.5 5.3  -40.2 

Dow Jones 28,323 6.9  -0.8  Nymex WTI USD/bbl 37.1 3.8  -39.2 

Nasdaq 11,895 9.0  32.6   Gold USD/t oz 1,951.4 3.9  28.6  

DAX 12,480 8.0  -5.8  Silver USD/t oz 25.6 8.3  43.5  

Nikkei 225 23,695 5.9  2.8   Platinum USD/t oz 895.6 5.7  -7.3 

FTSE 100 5,910 6.0  -21.6  Copper USD/MT 6,798.0 3.6  12.7  

Sensex 41,893 5.8  1.5   Alluminium 1,887.4 1.9  5.6  

Hang Seng 25,713 6.7  -8.8  Currencies 

Regional Markets (Sunday to Thursday)  EUR USD 1.19 1.9  5.9  

ADX 4,718 1.2  -7.0  GBP USD 1.32 1.6  -0.8 

DFM 2,160 -1.3 -21.9  USD JPY 103.35 -1.3 -5.1 

Tadawul 8,089 2.3  -3.6  CHF USD 0.90 -1.9 7.5  

DSM 9,889 2.0  -5.1  Rates 

MSM30 3,551 -0.2 -10.8  USD Libor 3m 0.21 -1.3 -88.8 

BHSE 1,442 1.0  -10.5  USD Libor 12m 0.33 1.1  -83.3 

KWSE 5,475 0.6  -12.9  UAE Eibor 3m 0.49 12.6  -77.8 

MSCI  UAE Eibor 12m 0.82 2.4  -64.4 

MSCI World 2,467 7.7  4.7   US 3m Bills 0.09 -0.3 -94.4 

MSCI EM 1,166 6.6  5.5   US 10yr Treasury 0.82 -6.3 -57.3 
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Summary market outlook 

                                                                                                                                                                                                                                                 

Global Yields 

10yr UST yields declined over the week with reduced possibility of “blue wave” and aggressive fiscal stimulus. 
The Fed’s comments on scope to deploy more QE through long-term bond purchases also supported the rally. 
However, on Friday, strong jobs report pushed the yields above 0.8%. We maintain overweight stance on US 
treasuries with long-term rates likely to remain pressed low on Fed’s QE and low growth and inflation 

environment.  

Stress and Risk 
Indicators 

The VIX index tumbled despite the election uncertainty. We believe that volatility will likely stay elevated given 
the range of risks on the horizon. This entire episode of the coronavirus would be a part of our ‘high volatility’ 
narrative for 2020 and our risk-barbell positioning. 

Equity Markets  

Local Equity  
Markets 

GCC equity markets underperformed over the week – largely reflecting the lack of ‘structural growth’ 
orientation of their equity market indices. Rise in oil prices did help to some extent though. We remain neutral 
GCC equities within our global equity framework. Stable to higher oil prices, potential for revival in growth and 
recent underperformance are all balanced by lack of structural growth plays in the equity market. 

Global Equity Markets 

Equity markets registered strong performances over the past week. With the US election result pointing to a 
potential divided Government, equity markets in the US rallied strongly reversing their losses over the previous 
weeks. In fact, S&P 500 index is now close to its all-time high reached on September 2, 2020. ‘Blue wave’ 
trades seem to have unwound aggressively over the past week with investors rotating back into growth themes 
– reflected in a strong outperformance of the Nasdaq composite. Equity market performances were strong 
even outside the US. With the election outcome still not clear (especially relating to who gets a majority in the 
Senate), we remain cautious near-term. However, we are constructive on the outlook over the 12-month 
horizon. Our equity strategy is to overweight US and UK, and underweight Eurozone and EM outside Asia. 
We are neutral Asia and prefer structural growth opportunities there. By sector we prefer IT and 
Communication services as long-term plays. We have also identified industry level opportunities to play the 
vaccine availability in the medium-term. Our preference is for large cap non-cyclical growth with focus on 
quality. 

Commodities  

Precious Metals 
Precious metals rallied with the greenback weakening. We remain overweight gold as a risk hedge against 
ongoing political risks. 

Energy 
Oil prices jumped on the back of broad dollar weakness. Overall, we believe that oil prices are likely to remain 
sustained as the market is roughly balanced. 

Industrial Metals 
Industrial metals moved higher, supported by weaker dollar and signs of relatively resilient Chinese economy. 
We do not recommend industrial metals exposure as China reigns in demand. 

 Currencies  

EURUSD EUR gained against the USD amidst broad dollar weakness. We expect the euro to remain stable. 

Critical levels 
    

GBPUSD GBP appreciated against the USD. We expect the cable to follow the euro rather than USD. 

Critical levels 
    

USDJPY 
The yen appreciated versus the US dollar as safe-haven demand prevailed despite the broad risk-on rally.  

BoJ yield curve targeting should however put continuing downward pressure on the yen. 

Critical levels 
    

Note: R2, R1, S2 and S1 refer to Bloomberg calculated weekly technical resistance and support levels. 

  

S2 1.1600 S1 1.1623 R1 1.1687 R2 1.1728 

S2 1.2856 S1 1.2901 R1 1.2990 R2 1.3034 

S2 103.90 S1 104.28 R1 104.89 R2 105.12 
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Forthcoming important economic data/events 

United States 

  Indicator Period Expected Prior Comments 

11/11/20 MBA Mortgage Applications 6-Nov -- 3.8% 

Inflation release will be important. 

11/12/20 CPI YoY Oct 1.30% 1.40% 

11/12/20 CPI Ex Food and Energy YoY Oct 1.70% 1.70% 

11/12/20 Real Avg Weekly Earnings YoY Oct -- 4.10% 

11/13/20 Univ. of Mich. Current Conditions Nov P -- 85.90 

Japan  

  Indicator Period Expected Prior Comments 

11/09/20 Leading Index CI Sep P 92.8 88.4 
Machine Tool orders and PPI likely 

to indicate that the economy 
remains in recession. 

11/10/20 Eco Watchers Survey Current SA Oct -- 49.3 

11/11/20 Machine Tool Orders YoY Oct P -- -15.0% 

11/12/20 PPI YoY Oct -2.0% -0.8% 

Eurozone   

  Indicator Period Expected Prior Comments 

11/12/20 Industrial Production WDA YoY Sep -- -7.2% 
3Q GDP data will be the main 

focus. 11/13/20 Employment YoY 3Q P -- -3.10% 

11/13/20 GDP SA QoQ 3Q P -- 12.7% 

United Kingdom    

  Indicator Period Expected Prior Comments 

11/10/20 ILO Unemployment Rate 3Mths Sep -- 4.50% 

3Q GDP data will be closely tracked 
by the markets. 

11/12/20 Industrial Production YoY Sep -- -6.4% 

11/12/20 Manufacturing Production YoY Sep -- -8.4% 

11/12/20 GDP QoQ 3Q P -- -19.8% 

China and India   

  

  Indicator Period Expected Prior Comments 

11/10/20 CPI YoY (CH) Oct 0.8% 1.70% 

China Inflation, new yuan loans in 
focus. In India, CPI release will be 

closely watched.  

This week New Yuan Loans CNY (CH) Oct 720bn 1895bn 

This week Foreign Direct Investment YoY CNY (CH) Oct -- 25.1% 

This week 
1-Yr Medium-Term Lending Facility Rate 
(CH) Nov -- 49.8 

11/12/20 CPI YoY(IN) Oct 7.10% 7.34% 

11/12/20 Industrial Production YoY (IN) Sep -2.0% -8.0% 
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3. RTT News 

4. Reuters 
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Disclaimer  

ADCB Asset Management Limited (“AAML”), is a member of ADCB Group, licensed by Financial Services Regulatory Authority in Abu 

Dhabi Global Markets under financial services permission number 170036. 

This publication is intended for general information purposes only. It should not be construed as an offer, recommendation or solicitation 

to purchase or dispose of any securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this 

publication nor anything contained herein shall form the basis of any contract or commitment whatsoever. Distribution of this publication 

does not oblige ADCB Group to enter into any transaction.  

The content of this publication should not be considered as legal, regulatory, credit, tax or accounting advice. Anyone proposing to rely 

on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and 

suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding 

information contained in this publication. Investment products are not available to US persons. 

Information and opinions contained herein is are based on various sources, including but not limited to public information, annual reports 

and statistical data that AAML considers accurate and reliable. However, AAML makes no representation or warranty as to the accuracy 

or completeness of any statement made in or in connection with this publication and accepts no responsibility whatsoever for any loss 

or damage caused by any act or omission taken as a result of the information contained in this publication. This publication is intended 

for customers who are either retail or professional investors. 

Charts, graphs and related data or information provided in this publication are intended to serve for illustrative purposes only. The 

information contained in this publication is prepared as of a particular date and time and will not reflect subsequent changes in the 

market or changes in any other factors relevant to their determination. All statements as to future matters are not guaranteed to be 

accurate. AAML expressly disclaims any obligation to update or revise any forward looking statement to reflect new information, events 

or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.  

ADCB Group does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to 

the companies covered in its publications.  As a result, recipients of this publication should be aware that any or all of foregoing services 

may at time give rise to a conflict of interest that could affect the objectivity of this publication. Opinions expressed herein may differ 

from opinions expressed by other businesses or affiliates of ADCB Group.  

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB 

Group. They are subject to investment risk, including possible of loss of principal amount invested. This publication may not be 

reproduced or circulated without ADCB Group written authority. The manner of circulation and distribution may be restricted by law or 

regulation in certain jurisdictions. Persons who come into possession of this document are required to inform themselves of, and to 

observe such restrictions. Any unauthorized use, duplication, or disclosure of this document is prohibited by law and may result in 

prosecution. 


