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MARKETS RESPOND TO VACCINE OPTIMISM 

 

 

MARKET FOCUS 

 

U.S. equities move to new high    

Reflecting the economic impact of COVID-19, U.S. equities 

experienced the most rapid onset of a bear market in the 

post-World War II era. The speed of this bear was largely 

matched by the speed of the shift back into bull territory. 

New all-time highs were posted through early September 

(with the S&P 500 Index closing at 3,580.8 on September 

2). However, the second wave of coronavirus cases 

produced a near correction (-9.6%) by September 23. 

Nevertheless, in mid-November, news of promising results 

from vaccine tests allowed the S&P 500 to reach another 

new all-time high (closing at 3,626.9 on November 16). 

Similarly, while the Canadian market has yet to fully 

recover from the bear, the S&P/TSX Composite Index has 

managed to move back into positive territory for calendar 

2020. At the close of trading on November 23, the 

domestic index stood at 17,094.5 a 0.2% gain from the end 
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of 2019. The U.S. market continues to anticipate further 

economic recovery as the vaccines are rolled out. Still, 

some volatility can be expected as the broader economy 

will likely be revived in fits and starts. 

 

U.S. election results point to “rule from the middle” 

Joe Biden’s narrow election victory as the 46th President 

of the United States followed an exceptionally rancorous 

campaign. Against the backdrop of an ongoing public 

health crisis, heightened levels of social unrest, and an 

uncertain economic recovery, expectations for a “blue 

wave,” reflecting a Democratic landslide, failed to emerge. 

While the results left pollsters scratching their collective 

heads, investors were quick to shift their focus forward. 

Given the close election results, analysts suggest that the 

incoming government will need to “rule from the middle,” 

meaning that greater bipartisan cooperation will be 

needed to get legislation passed. This would go a long way 

in assuaging market fears of dramatic changes in corporate 

tax rates or accelerated government spending. Further, 

Biden’s selection of former Fed Chair Janet Yellen as 

Treasury Secretary puts a market-familiar face on the 

administration. Still, this is speculation and market players 

will have to wait until after the inauguration on January 20, 

2021 for proof. 

 

U.K. faces “economic emergency” amid Brexit transition 

In its November Economic and Fiscal Outlook Report, the 

U.K. Office for Budgetary Responsibility (OBR) revealed 

that the economy will likely contract by 11.3% this year, 

marking the largest drop in annual output since the Great 

Frost of 1709. The OBR also added that output would take 

an even larger hit if negotiations for a free-trade 

agreement with the EU fail before the Brexit transition 

period ends on December 31. With Brexit talks bogged 

down, the forecast predicts that a no-deal Brexit would 

further reduce output by 2.0% in 2021 and 1.5% by 2025. 

Not surprisingly, with these uncertainties on the horizon, 

Chancellor of the Exchequer Rishi Sunak warned that the 

U.K.’s “economic emergency has just begun.” Sunak was 

not alone in expressing concerns. Speaking before 

Parliament, Bank of England Governor Andrew Bailey 

stated the long-term economic impact of a no-deal Brexit 

“would be larger than the long-term effect of COVID-19.” 

 

 

LONGER VIEW  

Markets are searching for any certainty around the 

potential fallout from the spread of COVID-19. With 

economic activity shut down around the globe, central 

banks and governments are doing “whatever it takes” to 

keep the economic system functioning. Central banks have 

responded by cutting interest rates, creating programs to 

keep credit flowing and increasing the size of their asset 

purchasing programs, which effectively means printing 

money to buy assets. On the fiscal side, governments are 

expected to provide “helicopter money” to individuals 

who have been forced out of work. While we are not sure 

of the exact timeline, we are confident that this period of 

stress will eventually pass and investors with long-term 

horizons have an excellent opportunity to purchase stocks 

at bargain prices. 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or 
refer to future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” 
or other similar expressions. Statements that look forward in time or include anything other than historical information are subject to risks and uncertainties, 
and actual results, actions or events could differ materially from those set forth in the FLS. FLS are not guarantees of future performance and are by their 
nature based on numerous assumptions. Although the FLS contained herein are based upon what CI Global Asset Management and the authors believe 
to be reasonable assumptions, neither CI Global Asset Management nor the authors can assure that actual results will be consistent with these FLS. The 
reader is cautioned to consider the FLS carefully and not to place undue reliance on FLS. Unless required by applicable law, it is not undertaken, and 
specifically disclaimed that there is any intention or obligation to update or revise FLS, whether as a result of new information, future events or otherwise. 
 
Although the above information has been compiled from sources believed to be reliable, as at the date indicated, we cannot guarantee its accuracy or 
completeness. The information is provided solely for informational and educational purposes and is not to be construed as advice in respect of securities 
or as to the investing in or buying or selling of securities, whether express or implied. All data provided are subject to change without notice. CI Assante 
Wealth Management is an indirect, wholly owned subsidiary of CI Financial Corp. (“CI”). The principal business of CI is the management, marketing, 
distribution and administration of mutual funds, segregated funds and other fee-earning investment products for Canadian investors through its wholly 
owned subsidiary CI Investments Inc. If you invest in CI products, CI will, through its ownership of subsidiaries, earn ongoing asset management fees in 
accordance with applicable prospectus or other offering documents.CI Multi-Asset Management is a division of CI Global Asset Management. CI Global 
Asset Management is a registered business name of CI Investments Inc. ®The CI symbol and CI Assante Wealth Management are registered trademarks 
of CI Investments Inc. or its affiliates, used under licence. Neither CI Investments Inc. nor any of its affiliates or their respective officers, directors, employees 
or advisors is responsible in any way for damages or losses of any kind whatsoever in respect of the use of this information. © 2020 CI Investments Inc.    
                                                                                                                                                 

For more information, we encourage you to speak to your advisor or visit us at assante.com 


