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IN A WORD: 

 

. The new lockdowns do not change our scenario of a rebound in growth in 2021. But 
the growth shape in 2020 will be different.    

. We expect a strong response in terms of economic policy: more fiscal and monetary 
stimulus in Europe from now onwards, and in the United States after the elections. 

. Take advantage of the current volatility to strengthen positions in risky assets, while 
diversifying geographical and sector-based bets. 

 

In view of the very sharp rise in recent days and weeks of new Covid-19 infections, then 
hospitalisations, then patients in intensive care, and then the death toll in Europe, 
France and Germany decided yesterday (28 October) to order new national lockdowns.  
Other European countries, such as Italy, Switzerland and the United Kingdom, are likely 
to take similar decisions in the coming days, because their health situations are alike.   

We had a baseline scenario where local pandemic control measures alone would have 
been sufficient to curb the spread of the virus, as seen in Asia, especially China and 
South Korea. So we are no longer in this scenario.  What impact could these new 
lockdowns have?  
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Economic impact 

Governments are seeking to have a more limited impact on the economy than during 
the first lockdown so the impact should be less severe. But the recessionary impact will 
be harsh on the service sectors, especially tourism, hospitality, air transport, 
restaurants/catering, etc. Moreover, economic agents have been through this situation 
before, so the adjustments will be less difficult to make.  Furthermore, in the industrial 
sector in particular, activity picked up well in the third quarter thanks to the economic 
recovery in China, and in Asia generally.  The shock will not be as synchronised in the 
fourth quarter as it was during the first lockdown.  

Therefore, we are not changing our overall scenario of a rebound in growth in 2021, but 
rather the shape of this rebound in 2020. The third quarter is stronger than expected, 
notably thanks to China, while the fourth quarter will be weaker, particularly thanks to 
Europe. In the United States, we do not call into question the strength of the economy 
at this stage of the pandemic. 

 

Policy responses 

The economic impact is certainly difficult to quantify. But we have no doubt about the 
reaction in terms of economic policy. Monetary authorities will maintain (or even 
intensify) massive liquidity injections and quantitative easing. These bond-buying 
programmes in the markets could be increased and extended. The ECB is meeting today 
(29 October), so we will have the first indications. On the fiscal side, President Macron 
has maintained the ‘whatever it takes’ approach, so fiscal stimulus will remain key in 
Europe over the coming quarters. Similarly in the United States, we have no doubt that 
the Fed will pursue its monetary accommodation policy; after the elections, a new 
stimulus plan will most likely be voted on in Congress, regardless of the election results. 

 

Market impact 

Looking beyond the short-term volatility generated by this news, we are not changing 
our core message: take advantage of periods of doubt and consolidation to strengthen 
positions in risky assets. 2021 will be a year of an economic rebound, although the 
growth profile in 2020 is weaker than previously expected. Profits will be up sharply 
and the current earnings season reassures us on this point.  Monetary policy will remain 
unchanged and bond yields will remain low. The famous 'TINA' (There Is No Alternative) 
remains intact: available cash must be directed towards investments, and with rates 
being so low, flows will continue to go into equity markets. 

Our geographical preferences remain the United States, the emerging markets and the 
eurozone, in that order. It is, of course, in Europe where there is the most doubt about 
the extent of the correction: European markets have already corrected immensely and 
are historically very cheap. Our favourite sectors are pharmaceuticals, materials, 
industrials and insurance. 
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DISCLAIMER 

 
This marketing document is provided by the Wealth 
Management business of BNP Paribas, a French public limited 
company with a capital of € 2,499,597,122, registered office 16 
bd des Italiens 75009 Paris - France, registered at RCS Paris 
under number 662,042,449, authorised in France, under the 
number 662,042,449, approved in France by the Autorité des 
Marchés Financiers (AMF). As a marketing document, it has not 
been produced in accordance with regulatory constraints to 
ensure the independence of investment research and is not 
subject to the prior transaction ban. It has not been submitted 
to the AMF or other market authority. This document is 
confidential and intended solely for use by BNP Paribas SA, BNP 
Paribas Wealth Management SA and companies of their Group 
(‘BNP Paribas’) and the persons to whom this document is issued. 
It may not be distributed, published, reproduced or revealed by 
recipients to other persons or reference to another document 
without the prior consent of BNP Paribas. 
 
This document is for informational purposes only and does not 
constitute an offer or solicitation in any State or jurisdiction in 
which such offer or solicitation is not authorised, or with persons 
in respect of whom such offer, solicitation or sale is unlawful. It 
is not, and should under no circumstances be considered as a  
prospectus. The information provided has been obtained from 
public or non-public sources that can be considered to be 
reliable, and although all reasonable precautions have been 
taken to prepare this document, and, in the event of any 
reasonable precautions, the accuracy or omission of the 
document shall not be recognised. BNP Paribas does not certify 
and guarantees any planned or expected success, profit, return, 
performance, effect, effect or profit (whether from a legal, 
regulatory, tax, financial, accounting or other point of view) or 
the product or investment. Investors should not give excessive 
confidence in theoretical historical information relating to 
theoretical historical performance. This document may refer to 
historical performance; Past performance is not a guide to future 
performance.  
 

The information contained in this document has been drafted 
without taking into account your personal situation, including 
your financial situation, risk profile and investment objectives. 
Before investing in a product, the investor must fully understand 
the risks, including any market risk associated with the issuer, 
the financial merits and the suitability of such products and 
consult its own legal, tax, financial and accounting advisers 
before making an investment decision. Any investor must fully 
understand the characteristics of the transaction and, if not 
otherwise provided, be financially able to bear the loss of his 
investment and want to accept such risk. The investor should 
remember that the value of an investment as well as the income 
from them may fall as well as rise and that past performance is 
not a guide to future performance. Any investment in a product 
described is subject to prior reading and to an understanding of 
the product documentation, in particular that which describes in 
detail the rights and duties of the investors and the risks 
inherent in an investment in that product. In the absence of any 
written provision, BNP Paribas does not act as an investor's 
financial adviser for its transactions. 
 
The information, opinions or estimates contained in this 
document reflect the author's judgement on the day of his 
drafting; they must not be considered as authority or be 
substituted by anyone in the exercise of his or her own 
judgement and subject to change without notice. Neither BNP 
Paribas nor any BNP Paribas Group entity will be liable for any 
consequences that may arise from the use of the information, 
opinions or estimates contained in this document. 
 
As a distributor of the products presented in this document, BNP 
Paribas may receive distribution fees on which you can obtain 
further information on specific request. BNP Paribas, its 
employees or Directors may hold positions in or relationship 
with their issuers. 
 
By receiving this document you agree to be bound by the above 
limitations. 
© BNP Paribas (2020). All rights reserved
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