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Unprecedented impact on Western economies with UK suffering disproportionally 

Assessing the damage: China’s GDP has fully recovered from the 
COVID19 shock - other economies around 4-10% smaller in Q3 2020
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Stringency index Google mobility indices – Transit stations

Stringency and mobility indices in Euro area – some differences
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Business confidence bouncing esp. 6m out New  business growth extraordinary

Small business optimism is back to pre-covid levels… and new 
business formation has skyrocketed
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Biden vs. Covid vs. vaccine: the growth and inflation calculus

Outlook

1. No fiscal package in lame duck, modest fiscal package in 2021:
• Biden’s agenda will need to be centrist to pass in the Senate, regardless of what happens in Georgia. Choice of 

policy heavy weights for cabinet is a clear signal that the incoming administration does not want confirmations to 
get bogged down in the Senate.

• Yellen has credibility but she will be hamstrung by Congress.

• Fiscal dominance off the table for now. Monetary policy will need to continue to do the heavy lifting. 

2. Vaccine gamechanger for growth?
• Removes the risk of a 3rd wave

• Does not change the reality of the second wave. 

• Weak Q4/Q1, with a gradual recovery through Q1 and potentially very strong Q2 / Q3. 

3. Inflation: 
• Base effects lead to firming in Q2 / Q3

• Accelerated adoption of technical progress: will this not dampen impulse? 

• Best Guess: Keep at 1% - 2% with a central tendency at 1.5% across developed countries. 

Where does that leave the 10yr yield: A range of 0.5% - 2.0% with a central tendency of 1.25%.  



Bank of America flows based on data Nov 19-24th 2020

Prospect of vaccine and reopening triggers extraordinary asset 
flows…
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The last 3 weeks saw:

• A record inflow into 
global equities

• 2nd largest flow 
into value stocks 
ever

• Record flow into 
EM debt & Equity



US growth stocks  still dominate returns in 2020 Recovery prospects trigger sharp move in oil/gold 

This month’s surge in value stocks was one of the largest in 30 
years…
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Gold still leads – UK equities continue to lag – volatility falling sharply

Equity rally continues on election and vaccine Volatility continues to decline

Markets 2020 
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Important information

If you are a private investor, you should not act or rely on this document but should contact your professional advisor. 

This document has been approved by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, EC4M 8BU, a limited 
liability partnership registered in England & Wales with registered number OC329859 which is authorised and regulated by the Financial 
Conduct Authority with firm reference number 475111 and passported under MiFID to provide investment services in the Republic of
Ireland. 

It has been prepared solely for information purposes and is not a solicitation, or an offer to buy or sell any security. The information on 
which the document is based has been obtained from sources that we believe to be reliable, and in good faith, but we have not
independently verified such information and no representation or warranty, express or implied, is made as to their accuracy. All
expressions of opinion are subject to change without notice. 

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally 
invested. This can be as a result of market movements and also of variations in the exchange rates between currencies. Past performance 
is not a guide to future returns and may not be repeated. 

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts any liability or responsibility whatsoever 
for any consequential loss of any kind arising out of the use of this document or any part of its contents. The use of this document should 
not be regarded as a substitute for the exercise by the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person 
connected with it may act upon or make use of the material referred to herein and/or any of the information upon which it is based, prior 
to publication of this document. If you are a private investor you should not rely on this document but should contact your professional 
adviser. 

© 2020 Sarasin & Partners LLP – all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & 
Partners LLP. 
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