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What’s moving markets 
 

 The OECD updated its economic outlook, and expects the world economy to shrink 
4.5% this year, less than 6% forecasted in June. The upgrade came in after the 
strong rebound in activity in major economies including US, Europe and China. 
However, OECD also stressed the importance of continuation of government and 
central bank support into 2021 as pace of recovery is slow. 

 FOMC held its policy meeting on 16 September and signalled to maintain near 
zero rates through 2023. In addition to keeping interest rates unchanged, the Fed 
pledged to maintain accommodative policy until the US gets back to maximum 
employment and inflation is ‘moderately above 2% for some time’. This is in line with 
the Fed’s new - average inflation targeting - monetary policy strategy announced on 
27 August. The Fed also maintained current US$ 120bn monthly purchases 
unchanged. US economic forecasts were also updated, Fed now expects 3.7% 
contraction in 2020 vs. -6.5% forecasted in June, while 4Q20 unemployment is 
expected to go down to 7.6% (vs. 9.3% June forecast).   

 ECB held a policy meeting on 10th of September and main deposit rate (-0.5%) and 
the COVID-19 related bond-buying program (EUR 1.35tn) were kept unchanged. 
ECB’s Christine Lagarde outlined that appreciation of Euro (strengthening more than 
10% against USD since March) and related pressure on prices, will be ‘carefully’ 
monitored. Notably, inflation in the Eurozone turned negative for the first time in four 
years, with headline CPI coming in at -0.2% in August, mostly related to lower oil 
prices, VAT rate cut in Germany and slower summer sales in France, Italy and 
Belgium. The ECB also expects economic contraction to ease to -8.0% in 2020 from  
-8.7% forecasted in June.  

 August 2020 was the best August since 1986 for US equity markets. US stocks hit 
all-time highs on 2 September, before pulling back to mid-August levels. S&P 500 
index retreated to 3,400 by mid-September, wiping out the gains achieved in the last 
week of August. The drop was more severe for the tech-heavy NASDAQ composite, 
which was down 6.3% compared to end-August level, trading at 11,190 by 15 
September. European stocks have remained mostly flat in the first two weeks of 
September. 

 S&P 500 Dow Jones  Industrial Average 

  
NASDAQ STOXX 600 Europe   

  
FTSE 250 Emerging Markets Index  
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 Fresh data on China's retail spending boosted stock markets on 15 September. 
Retail sales increased for the first time year to date (+0.5% y/y), positively surprising 
the markets and proving that the Chinese economy is on track for fast recovery from 
COVID 19 economic slump. China’s renminbi hit 16-month high (up 0.5%) on the news. 
Despite the positive economic data, Chinese stocks experienced biggest weekly drop 
since mid-July amid US-China trade tensions. China’s, Shanghai Composite Index 
was down 3.2% by 15 September, compared to end-August level.  

 Japan has a new prime minister. Yoshihide Suga was elected in a parliamentary 
vote on 16 September, succeeding the country’s longest-serving prime minister Shinzo 
Abe, who stepped down due to health issues. Suga was chief Cabinet secretary for 
Abe’s government and acted as Mr. Abe’s right-hand man. Suga has promised to 
remain committed to ‘Abenomics’ and no major changes are expected in Bank of 
Japan’s policies. The news was already priced in by Japanese stock markets, with 
Japan’s Nikkei 225 index remaining stable in the first two weeks of September (+0.9%).  

 

Commodities 
 

 The International Energy Agency (IEA) cut its 2020 oil demand forecast on 15 
September. EIA expects global oil demand to be 91.9mb/d in 2020, which is 8.4mb/d 
lower compared to 2019. Lower demand is related to reduced air travel due to the 
coronavirus pandemic. This came in after the similar sentiment from OPEC, which 
expects 9.5% y/y fall in demand in 2020. Despite the two hurricanes hitting the gulf 
coast, leaving more than 25% US oil & gas operations shut down, crude oil prices 
have been on the downward trajectory in the first two weeks of September. WTI 
oil was trading at US$ 38.3/barrel by 15 September, down 10.5% compared to end- 
August level. Brent oil also edged down 8.8% to US$ 40.5/barrel in the same period. 

 After hitting the all-time high level of above US$ 2,000 in August, gold price slightly 
retreated, trading at US$ 1,965/ounce by 15 September.  

 

Volatility 
 

 After turbulence in the first week of September, when Cboe Volatility Index, VIX, the 
gauge of fear in S&P market, hit the two-month high of 31.5 by 8 September, the index 
retreated down to 25.6 by 15 September. 

 Nikkei 225 Shanghai Composite Index 

 

  
 Gold Oil (WTI) 

  
Vix 

 
Source: Bloomberg 
Note: Data as of 15 September 2020 
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Disclaimer 

 This document is the property of and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of Bank of Georgia Group 

PLC (‘Group”) solely for informational purposes and independently of the respective companies mentioned herein. This document does not 

constitute or form part of, and should not be construed as, an offer or solicitation or invitation of an offer to buy, sell or subscribe for any 

securities or assets and nothing contained herein shall form the basis of any contract or commitment whatsoever or shall be considered as 

a recommendation to take any such actions. 

 

Galt & Taggart is authorized to perform professional activities on the Georgian market. The distribution of this document in certain 

jurisdictions may be restricted by law. Persons into whose possession this document comes are required by Galt & Taggart to inform 

themselves about and to observe any and all restrictions applicable to them. This document is not directed to, or intended for distribution, 

directly or indirectly, to, or use by, any person or entity that is a citizen or resident located in any locality, state, country or other jurisdiction 

where such distribution, publication, availability or use would be contrary to law or regulation or which would require any registration or 

licensing within such jurisdiction. 

 

Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may not be suitable for everyone. 

The recipients of this document must make their own investment decisions as they believe appropriate based on their specific objectives 

and financial situation. When doing so, such recipients should be sure to make their own assessment of the risks inherent in emerging 

market investments, including potential political and economic instability, other political risks including without limitation changes to laws and 

tariffs, and nationalization of assets, and currency exchange risk. 

 

No representation, warranty or undertaking, express or implied, is or will be made by Galt & Taggart or any other member of the Group or 

their respective directors, employees, affiliates, advisers or agents or any other person as to, and no reliance should be placed on, the 

fairness, accuracy, completeness or correctness of this document and the information contained herein (and whether any information has 

been omitted from this document) and no reliance should be placed on it. This document should not be considered as a complete description 

of the markets, industries and/or companies referred to herein. Nothing contained in this document is, is to be construed as, or shall be 

relied on as legal, investment, business or tax advice, whether relating to the past or the future, by Galt & Taggart any other member of the 

Group or any of their respective directors, employees, affiliates, advisers or agents in any respect. Recipients are required to make their 

own independent investigation and appraisal of the matters discussed herein. Any investment decision should be made at the investor's 

sole discretion. To the extent permitted by law, Galt & Taggart, any other member of the Group and their respective directors, employees, 

affiliates, advisers and agents disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages however arising, directly 

or indirectly, from any use of this document or its contents or otherwise arising in connection with this document, or for any act, or failure to 

act, by any party, on the basis of this document.  

 

The information in this document is subject to verification, completion and change without notice and Galt & Taggart is not under any 

obligation to update or keep current the information contained herein. The delivery of this document shall not, under any circumstances, 

create any implication that there has been no change in the information since the date hereof or the date upon which this document has 

been most recently updated, or that the information contained in this document is correct as at any time subsequent to the date on which it 

is supplied or, if different, the date indicated in the document containing the same. No representation or warranty, expressed or implied, is 

made by Galt & Taggart or any other member of the Group, or any of their respective directors, employees, affiliates, advisers or agents 

with respect to the accuracy or completeness of such information. 

 

 

The information provided and opinions expressed in this document are based on the information available as of the issue date and are 

solely those of Galt & Taggart as part of its internal research coverage. Opinions, forecasts and estimates contained herein are based on 

information obtained from third party sources believed to be reliable and in good faith, and may change without notice. Third party 

publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to be reliable, 

but that there is no guarantee of the accuracy or completeness of such data. Accordingly, undue reliance should not be placed on any such 

data contained in this document. Neither Galt & Taggart, any other member of the Group, nor their respective directors, employees, affiliates, 

advisors or agents make any representation or warranty, express or implied, of this document's usefulness in predicting the future 

performance, or in estimating the current or future value, of any security or asset.  

 

Galt & Taggart does, and seeks to do, and any other member of the Group may or seek to do business with companies covered in its 

research. As a result, investors should be aware of a potential conflict of interest that may affect the objectivity of the information contained 

in this document. 

 

Unauthorized copying, distribution, publication or retransmission of all or any part of this document by any medium or in any form for any 

purpose is strictly prohibited. 

 

The recipients of this document are responsible for protecting against viruses and other destructive items. Receipt of the electronic 

transmission is at risk of the recipient and it is his/her responsibility to take precautions to ensure that it is free from viruses and other items 

of a destructive nature. 
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