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Equity markets moved lower in October as a 
resurgence of COVID-19 in Europe and the uncertainty 
surrounding the US elections spooked investors. 

The FTSE All Share fell 3.8% in the month, 
while the S&P 500 was down 2.8% and 
MSCI Europe ex UK off 5.8%. 

The widespread restrictions announced across 
Europe, which included new national lockdowns 
in France and Germany, were enough to send 
equities lower for a second successive month.

It is likely the economic impact of the second 
lockdowns across Europe will be smaller than the 
first. They are less comprehensive, and in most cases 
schools and non-essential businesses remain open. 
Companies and households are generally better 
prepared – for example, retailers and restaurants have 
expanded their online and delivery capacity. However, 
there is every chance that some countries will impose 
stricter lockdowns in the future to control the virus.

While Europe struggled against the virus, China finally 
allowed movement between provinces that had been in 

place since the outbreak. China’s success in controlling 
COVID-19 has allowed its economic recovery to 
gather pace and the country looks set to be one of 
the only major nations that will see positive economic 
growth in aggregate over 2020 relative to 2019.

Against this backdrop, Chinese equities rose 5.4% 
in the month and helped Asian and Emerging 
Market equity indices to rise 2.4% and 2.1%. 

In the UK, outside of the new COVID restrictions, 
Brexit negotiations continued without seemingly 
moving closer to a deal. The UK briefly called off 
talks in October, but these have since restarted. The 
issues of state aid and fishing rights remain blockers 
to an agreement being reached before year end. 

Finally, in the United States, the not insignificant event 
of the 2020 election campaign was in full swing. At 
the time of writing, the Democrat Joe Biden has been 
declared the victor; confirming October polls that 
pointed to a blue win. Strong gains early in the month in 
anticipation of a large Democrat driven fiscal stimulus 
package were unwound as pandemic fears took hold.  
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