
   

 

3Q 2020 Commentary 
 
The COVID-19 pandemic continues to dominate headlines.  Following the considerable easing of 
national lockdown over the summer months we are now experiencing local lockdowns, and the 
possibility remains that a full national lockdown will return in the forthcoming winter 
months.  The expected near term economic data is likely to confirm some strong rebounds, but 
economic activity will inevitably be weakened over the coming winter season if greater 
quarantine measures are required.   
  
The US Federal Reserve (Fed) and other central banks have pledged to keep interest rates 
low for the foreseeable future.  The Fed has also adjusted its target inflation rate, and is now 
adopting a more flexible approach to inflation.  We fully expect governments to persist with 
their much-needed rescue packages for industries and consumers.  The second quarter earnings 
season from companies was mostly encouraging, and analysts are expecting the imminent third 
quarter results to be supportive to current stock prices.  Company guidance on earnings, though, 
continues to be muted.  
 
Following the very sharp drop in the price of oil earlier in the year, it continued to recover over 
the summer.  It is possible that the oil price may now consolidate its recent gains, and any future 
price movements will be determined upon a better understanding of the pandemic’s economic 
impact and forecasts. 
  
US equities continue to lead in terms of global equity performance, though the US technology 
sector has seen some recent consolidation following very strong returns.  It is encouraging to 
see that economic activity within China is returning to more normal levels, and their exports 
have rebounded very sharply following the contraction in the first quarter.  
 
European equity markets have lagged behind the improving performance of the US equity 
markets.  The UK equity market, in particular, has struggled to recover from the sharp falls in the 
first quarter, and the index of the leading 350 shares is currently down approximately 20% year-
to-date.   
 
The UK market’s recovery has suffered due to its high exposure to ‘old economy’ companies 
such as banks, fossil fuels and mining, and its low exposure to ‘new economy’ sectors such as 
technology.  In our opinion, UK equities look good value, especially as they are currently trading 
on the greatest discount to global equities for the past 50 years.    
 
The recent local outbreaks of the virus remind us that the phase we are currently in is one of 
management, and which is dependent upon civil adherence to rules/guidance, and the success 
of the ‘track and trace’ technology.  Working from home is still very much encouraged and, 
clearly, the leisure and hospitality sectors will struggle over the upcoming colder months in the 
northern hemisphere. 
 
There continues to be some encouraging news with regard to treatments and potential vaccines, 
with a number of leading medical research centers now working on human trials. It will, 



   

 

however, take some time for any vaccine to be available for mass inoculation, so there remains 
a risk of potential bouts of volatility.   
 
Geopolitics are likely to dominate the final quarter of the year; the US presidential election is 
now only a few weeks away, and of course there are the ongoing final Brexit trade negotiations.  
We will continue to remain vigilant to newsflow and take appropriate action as required. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Opinions constitute our judgement as at the date of publication and are subject to change without warning.  The 
value of investments and the income from them can go down as well as up and you may not recover the amount of 
your original investment.  Past performance is not a reliable indicator of future results and forecasts are not a reliable 
indicator of future performance.  Where an investment involves exposure to foreign currency, changes in the rates of 
exchange may cause the value of the investment and the income from it to go up or down. In the case of some 
investments, you should be aware that there is no recognised market for them, and that it may, therefore, be difficult 
for you to deal in them or for you to obtain reliable information about the value or the extent of the risks to which 
they are exposed.  Certain investments carry a higher degree of risk than others and are, therefore, unsuitable for 
some investors.  It may be possible to lose all of your initial capital in certain types of investments.  Before 
contemplating any transaction you should consider whether you require financial advice.  Nothing in this document 
should be construed a solicitation, offer or recommendation to buy or sell securities or any other investment or 
banking product, nor to provide any investment advice or service.  Nothing contained in this document constitutes 
investment, legal, tax or other advice, nor should it be relied upon when making an investment or other decision. The 
information in this document is believed to be correct but LAM cannot guarantee its accuracy, timeliness or 
completeness of any such information. 
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