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Foreword
As a new academic year begins, it is the
moment to publish the 19th edition of our Financial Newsletter: this time after a longer
halt than usual, forced by the global pandemic. During this break, we took the opportunity to update the design, aligning it
with the new image of our club, and to introduce a different system of editions,
switching from monthly to bimonthly. Thus,
this edition will cover both August and September.
As it would be rather obvious, the main issue contemplated in our analyses was the
COVID-19 outbreak and consequent crisis
that shook the economic and social structures, bringing question marks for future.
With the small respite by the end of May,
several countries tried to regain some normality to soothe their economic losses,
which helped decreasing the high levels of
unemployment recorded in previous
months. This was exactly the case of the
US, whose employment had increased almost ten percentage points in March. Now,
with the cases on the rise again, the uncertainties have returned and the fears of deflations resurfaced, which made the ECB
and the FED revaluate their interest rate
policies. All these changes are easily spotted in our financial markets analysis, with
the main indexes being rather unstable over
the greatest part of the year.

for a vaccine: Gilead Sciences. Furthermore, we have analysed one of the most important M&A of the last few months: CaixaBank and Bankia, whose result will create
another gigantic Spanish bank, which will
directly compete with Santander and
BBVA.
Notwithstanding, there was a sector who
expanded during this situation: e-commerce. With stores closed and restrictive
measures implemented, people found
themselves more dependent than ever on
purchases conducted via the internet. This
specific issue is analysed on the last section
of this newsletter.

Have nice readings and bold investments,
Gonçalo Mendes Pereira, Editor-in-Chief

As countries and firms race to find a cure to
this virus, we bring you the stock of a pharmaceutical who has also been on the chase
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Macroeconomic Overview

José Duarte
Research Department

After the initial impact COVID-19
had in the global economy, the
economic output has been recovering swiftly due to the easing of policies to contain the pandemic and consequent reopening of businesses.
According to the OECD, the
Consumer Confidence Index
(CCI) was at 100.55 in January,
dropping to 97.95 in May. Since
then, the indicator has been increasing sharply. Additionally,
with the pessimist impact on the
economy caused by the pandemic in the first half of the year,
the global growth was projected
to be -4.9%, in 2020. Nevertheless, the recovery is expected to
be more moderate than the forecast counted on.
Due to this weak growth, deflation alarms have sounded. Even
with the early monetary policies
to ease the crash in prices, the
biggest economies in the world
are still trying to fight this issue
in order to avoid a recession,
debt burdens or rising real interest rates.
In the most recent months, however, some changes happened.
In Europe, for instance, the economic output increased, beating
all the forecasts. This movement
has triggered the biggest
monthly growth since August of
2018, as this progress is leveraged by the rise in new orders
and the fall in the unemployment

rate. Countries that have economies settled in tourism however
are the ones that are facing a
bigger drop in their economic
output, such as Spain, Portugal,
and Greece. With other countries placing them in the "red
zone" for holiday travels, a significant part of the expected tourists did not arrive for fear of a
mandatory quarantine imposed
by their home countries.
In the US, the economy has now
recovered most of the losses
caused by the COVID-19 lockdown. August’s economic output
was back to within 2% of the January level. This growth represents the most vigorous expansion in industry activity since
January 2019. The new business
expansion rose at a constant
level, both in August and September and, as a matter of fact,
the output charges also increased at the strongest rate
since the beginning of last year,
in the US economy. Until the end
of the year, a solid recovery is
predicted, supported by recovering domestic and external demand – although uncertainty
stemming from November elections may delay new investments. "Even assuming that activity remains flat in September
from August, US GDP would increase 7.9% QoQ, non-annualised, in the third quarter of 2020,
against a 5.7% rise pencilled in
our GEO" said Maxime Darmet,
director at Fitch's Economics
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team. With this, inflation is expected to gradually return towards its target.
In the Asian continent – for the
first time in nearly six decades –
the economic output has decreased and entered into a recession. According to the Asian
Development Bank, the developing Asia's economy will shrink
0.7% this year. Following the
same source, in 2021 the group
of 45 countries is expected to rebound, growing by 6.8%. An example of this movement is Japan
that even with an August at a
slow pace due to new COVID-19
cases their economy is bouncing
back from the second quarter’s
crash. Compared to last year,
consumer prices excluding fresh
food fell 0.4% in August, which
gets them back to the standard
negative path. Nevertheless, the
government expects inflation to
remain at very low values for the
rest of 2020.

In Latin America, where records
of coronavirus infections have
beaten expectations, the anticoronavirus lockdown measures
have guided the economy into
one of the worst falls. For instance, Argentina's GDP almost
touched the 20% downfall. The
region size is now at the same
level that it was in 2009.
With the beginning of the supposed second wave of COVID19, consumer indexes are not favourable. People are cautious
for an uncontrolled situation that
the pandemic may lead us to,
which may result in a general decrease in the confidence index in
the next few months. This uncertain situation will translate into a
scenario where consumers
spend less than normal compared to other years, which may
result in slight declines in GDP
and the continued growth of unemployment.

Sources: BBC, Bloomberg, ECB, Fitch,
OECD, Trading Economics

Source: Wesley Tingey/Unsplash
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Economic Calendar
Economic Outlook

Gabriel Zancu
Research Department

The Euro Area, as reported by
the Eurostat, had a Quarter on
Quarter (QoQ) GDP fall of 11.8%
and a Year on Year (YoY) decrease of 14.7% during the second quarter. Portugal and the
UK, both recorded YoY GDP
growth rates below the Euro
Area with -16.3% and -21.7%,
respectively, whilst Ireland was
the least affected member, with
a rate of only 3.7%.
In addition, the US Bureau of
Economic Analysis estimated
that in the second quarter of this
year the real GDP in the USA
dropped at an annual rate of
31.7%, whilst in the previous
quarter of 2020, it had decreased by only 5%.
While the lockdown measures
were effective on slowing down
the spread of the virus, they
have frozen the economy, disrupted education and negatively
impacted the confidence in the
future. After collapsing in the first
half of the year, the economic
output has been recovering, following the easing on the
measures to contain the pandemic and the re-opening of
several businesses.
OECD’s economic outlook as of
September is slightly more positive than the previous one published in June, where there were
two main scenarios: one where a
second wave of infections hits

before year-end causing the
world economic output to plummet 7.6%; and another where a
second wave is avoided, causing
the global economic activity to
fall by 6%.
The base scenario of the most
recent projection is more favourable than even the best-case
scenario estimated in the previous forecast. The OECD estimates that the world economic
output will fall by 4.5% in 2020.
They also project a recovery in
2021, reaching a 5% growth by
the end of the year.

Inflation
In August, the Euro Area annual
inflation is estimated to have
been -0.2%, a decrease from the
0.4% in July, according to a flash
estimate from the Eurostat. Considering the main components of
the Euro Area inflation, we see
that food, alcohol & tobacco and
services have the highest expected rates of 1.7% and 0.7%,
respectively. In comparison, Energy has an expected inflation of
-7.8% and non-energy industrial
goods -0.1%. As for September,
the Eurostat estimated an annual
inflation of -0.3%.
Meanwhile, the annual inflation
rate for Portugal, as of August
2020, is the same as the aggregate Euro Area’s, -0.2%.
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The Office of National Statistics
reported that in the UK the annual inflation fell from 1% to
0.2% in August and registered a
monthly value of -0.4%.

recovery road is becoming clear,
considering that unemployment
reached as high as 14.7% in
April and is now under 9%.

tion. These purchases are expected to continue until at least
the end of June 2021 or until the
COVID-19 crisis is resolved.

The Bureau of Labor Statistics
reported that the consumer
price index for all urban consumers (CPI-U) in the US increased
0.4% in August on a seasonally
adjusted basis, after an increase
of 0.6% in July. This monthly increase was mainly explained
with the sharp rise three components: used vehicles, fuel oil and
gasoline.

For Portugal, in the second semester, the unemployment rate
was 5.6%, ending July with over
400 thousand unemployed persons. The total number of hours
worked decreased by 26.1% relative to the first trimester of the
year, exclusively due to the reduction of activity by businesses
and the use of temporary contract suspensions and layoffs,
according to INE.

On the other side of the Atlantic,
the Federal Reserve (FED) is
committed to using its full range
of tools to promote its maximum
employment and price stability
goals. Economic activity and unemployment in the US have
taken a toll this year, and even
though they began to recover in
the last months, they remain well
below the wanted levels. Additionally, weak demand and low
oil prices are holding down consumer price inflation.

Labour Market

Central Bank’s Decisions

On the 1 of September, the Eurostat announced the unemployment numbers of the Euro Area
for July 2020, a month marked
by a progressive relaxation of
the pandemic measures. The
seasonally adjusted unemployment rate was reported to be
7.2%, an increase from 7.1% in
June. It is estimated that 12.793
million people in the euro area
were unemployed in July. Compared to June, the number increased by 344 thousand people, with youth unemployment at
17.3%, another increase from
the previous month.

On the 10 of September, the
Governing Council of the European Central Bank (ECB) announced the execution of new
policy decisions: the interest
rates regarding refinancing operations, marginal lending and
the deposit facility will remain
unchanged at 0.00%, 0.25% and
0.50%, respectively. Additionally, the Governing Council expects interest rates to remain at
this level or below until the inflation outlook confidently converges to the target of close, but
below, 2%.

st

According to the Department of
Labor, the US unemployment
rate dropped to 8.4% in August,
the lowest since the peak
caused by the lockdown
measures, in March. The total
number is estimated to be 13.6
million unemployed people. A

th

The ECB will continue its purchases under the Pandemic
Emergency Purchase Program
(PEPP) with a total fund of 1,350
billion euros. The objective is to
contribute to easing the overall
monetary policy stance, as to offset the downward impact of the
pandemic on the projected infla-

The FED Committee is seeking
to achieve maximum employment and inflation of over 2% in
the long run. With inflation running below the target, the committee aims to achieve inflation
moderately above 2% so that it
averages to the 2% mark over
the long run. They decided to
keep the target range for federal
funds rate at 0 to 0.25% and expects it will be appropriate to
maintain this range until labour
has achieved the above-mentioned objectives. Over the coming months, they will also increase the holdings of Treasury
securities and agency mortgage-backed securities to sustain smooth market functioning
and thereby support the flow of
credit to households and businesses.

Sources: BEA, BLS, ECB, Eurostat,
FED, INE, OECD, ONS
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Financial Markets
Indexes
S&P 500
Ana Ratão
Research Department
(Commodities & Forex)

Samuel Cavaco
Research Department
(Indexes & Fixed Income)

After reaching a 52-week low of
$2,237.40 on the 23rd of March,
the S&P 500 began increasing,
reaching a value of $3,294.61 on
the 3rd of August. It then kept the
momentum and led the market
up by another 7.01%, ending the
month at $3,500.31. The great
performance seen on this period
was heavily influenced by
FAAMG – top five performing
tech firms – which at the end of
August accounted for 23% of the
index and had increased by 33%
since January, while the S&P
500 (without FAAMG) decreased 5%. This performance
was driven by the improvement
of the COVID-19 pandemic, a
pickup in the manufacturing sector, a decrease in the unemployment rate and the release of
some upbeat economic reports.
September, on the other hand,
broke the trend. On the first two
days, the index kept on increasing its value reaching a new alltime high of $3,580.84. However, on the 3rd day, the S&P 500

entered a correction phase leading the market to fall 3.5%. The
trend stayed the same until the
8th, ending the day at $3,331.84.
This was driven by a sell of
mega-cap technology shares,
due to fears that the 5-month
long rally had gone too far and
stocks were now overvalued. After a stable period, it fell again on
the 16th, erasing the gains of August. This was motivated by a
worsening in the pandemic,
which made investors fearful of a
new wave, and a new bear market combined with worries that
the market was already overvalued. On top of that, tensions between the US and China did not
disappear and the US elections
were getting closer. All leading
up to a stage of uncertainty,
making investors risk-averse
and the S&P 500 to a minimum
of the month at the 23rd, valuing
$3,236.92. The index ended the
month on the rise due to uncertainty over where the market
stands and with such an unstable situation on the economic
and political front, its predictable
that the index will reflect this instability on its value.
Top gainers: Duke Energy
(8.01%), L Brands (4.91%) and
Centene (4.01%). Top losers:
Micron Technology (-7.34%),
Western Digital (-6.87%) and
Williams Companies, (-2.94%).
Sources: CNBC, Degiro, Investing,
MarketWatch, S&P Global
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NASDAQ Composite

Like the rest of the market,
NASDAQ saw a huge decrease
in value in late February and hit
a 52-week low on the 23rd of
March with a value of $6,860.67.
However, since then until the
end of July, it faced a massive increase in value. August kept the
momentum going, starting the
month at $10,745.27. It then
rose 9.59%, ending August at
$11,775.46. This performance
contributed to a 31.24% year-todate growth registered at the
end of the same month. August’s
performance was fuelled by favourable macro conditions combined with a big positivity surrounding the COVID-19 situation, as daily infections were decreasing and the news about a
vaccine. Adding to the situation,
NASDAQ has a high concentration of companies in the technology sector. In August, this sector
alone grew 12% and 36% YTD,
followed by consumer discretionary in second place, growing
9.5% and 28%, respectively.
The 5-month rally came to an
end on the 3rd of September: after an increase of 2.4% in the
first two days of the month,
reaching a new all-time high of
$12,056.44. On that day, the
NASDAQ Composite entered in
a correction phase, falling 10%

between the 3rd and 9th. Moreover, from August 31st until September 8th, the index saw a fall in
price on some big tech companies such as Tesla (-33.7%), Apple (-12.6%), NVIDIA (-10.9%)
and Microsoft (-10.1%). Since
then and until the 15th, the index
struggled to go back to the previous gains, oscillating between
$10,847.69 and $11,190.32. On
the 16th, the bears took over and
the market fell to the minimum of
the month at $10,833.33 on the
23rd. This was caused by a worsening in the pandemic and consequent restrictions, placing the
market in a fragile situation.
Since then, the market has
gained some value back. However, the instability surrounding
it is taking control, making it very
volatile and it should stay that
way for the next months.
Top gainers: Baidu Inc., JD.com
Inc. and Incyte, which increased
respectively 3.27%, 3.26% and
2.64%. Top losers: Micron Technology, Western Digital and
Workday, Inc., decreasing respectively -7.38%, -6.97% and 2.56%.
Sources: CNBC, Degiro, Investing,
MarketWatch, NASDAQ

FTSE 100

Since mid-June, the FTSE 100
has not been able to keep the

growth seen in April and May, resulting in a period of slow decline. At the start of August, however, it seemed the situation was
coming to an end. From the 31st
of July until the 12nd of August,
the index price rose 6.4%, increasing from £5,897.760 to
£6,280.120.
However, on the 13rd of August,
a new downtrend emerged,
which lasted until the 4th of September. This led the FTSE 100 to
fall 7.65%, deleting the gains of
the first twelve days of August.
This was propelled by an increase of the sterling strength
against the US dollar that is making a large amount of companies’ earnings to fall, and by the
pandemic. Since the 7th of September until the 15th, the FTSE
100 increased by 5.28%, reaching a value of £6,105.540, the
maximum of the month. This was
a result of a decrease in power
of the GBP in relation to the
USD. However, the increase of
new COVID-19 infections and
the fear of a hard Brexit led the
FTSE 100 to fall again, dropping
to £5,804.29 by the 21st of September, missing the minimum of
the month by only £5. On the
22nd the FTSE 100 bounced
back, despite the announcement
of new restrictions in the UK, as
they were perceived as lighter
than the previous ones, making
unlikely an economic impact as
severe as the one seen in March.
However, the continuous growth
of infections and harsher restrictions being introduced by
some countries in Europe is
making the index more volatile,
making it difficult to predict
where it will stand in the next
month.
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Top gainers: Smith & Nephew
(4.10%), International Consolidated Airlines (3.21%) and Taylor Wimpey (2,91%). The top
three losers were Rolls-Royce (10.09%), BT Group (-2.67%) and
Prudential (-2.57%).
Sources: Investing, MarketWatch, The
Motley Fool, The Telegraph

DAX

The DAX index started August at
€12,313.36, result of a big selloff started on 21st of July, where
the index briefly traded approximately at €13,300. However, it
could not surpass this resistance
level, leading the market to fall
until the end of July. August inverted the trend and the value
rose 6.05% until August 11th,
ending the day at €13,058.63.
However, the DAX could not
break the resistance point again
and fell to €12,764.80 on the
21st. After the fall, the index rose
again, reaching a monthly high
of €13,190.15 on the 26th. Once
again, it could not break the barrier and decreased in value, ending the month at €12,945.38, an
increase of 5.13% when compared to the beginning of the
month. This was fuelled by a decrease on the daily infections of
COVID-19, news about a vaccine and better than expected
economic conditions. Towards

the end of the month, the index
begun to fall due to a change of
circumstances: infections were
increasing, the vaccine progress
was delayed and political risks of
a hard Brexit resurged.
On the first two days of September, the index rose 2.3%, only to
fall by 3% in the next two. Since
then, the index reached a value
of €13,237.21 on the 9th and consolidated that value until the 16th
where it reached €13,255.37:
the maximum of the month. On
the 17th, the DAX began dropping, reaching the month’s minimum on the 25th at €12,469.20,
mainly caused by the pandemic
aggravation and consequent restrictions. Investors got more
risk averse due to the uncertainty of the future and searched
for safer options. Since then the
DAX has recovered some of the
lost, but due to the circumstances, it should stay volatile for
the next month, being hard to tell
if it will go up or down.
Top gainers: Deutsche Bank
(1.64%), Daimler (0.76%) and
Deutsche Wohnen (0.66%). Top
losers:
Covestro
(-7,19%),
Adidas (-1.81%) and Deutsche
Post (-1.47%).
Sources: BMWi,
ketWatch

PSI 20

Investing,

Mar-

PSI 20 started the month at
€4,295.82, increasing 4.33% in
the first 12 days, peaking at
€4,481.69, the maximum of the
month. This increase was motivated by upbeat economic reports and a slowdown in the pandemic. However, on the 13th of
August, the index started decreasing in value ending the
month at the minimum of
€4,301.08.
September kept the downward
trend, reaching €4,248.32 on the
fourth day. On the 5th, the PSI 20
bounced back, and reached
€4354.05 on the 9th, the month’s
maximum. However, the index
could not keep the momentum
and began decreasing sharply,
going back to values of May, motivated by the aggravation of the
pandemic and the introduction
of new restrictions that lead
bears to take control of the index. The PSI 20 reached the
minimum of the month at 25th
February with a value of
3995.60. Since then the index
has been increasing, however
due to the current conditions this
situation can change very rapidly.
Top gainers: Corticeira Amorim
(4.37%), Pharol SGPS SA
(2.68%) and Novabase (0.60%).
Top losers: Mota-Engil (31.22%), BCP (-18,64%), Ibersol
Reg (-12,41%).
Sources: Euronext, Investing, MarketWatch
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Fixed Income
US 10Y Bond

After two months of continuous
decrease, August was able to
break the trend: it began with a
bond yield of 0.533, decreasing
to 0.512 by the 4th day, the minimum of the month. After this decrease, the bond yielded up by
40% until the 27th of August,
reaching 0.754, the maximum of
the month. This was the result of
better economic conditions and
more optimism towards COVID19. August was also the first
month since March where the
new claims for unemployment
insurance fell below 1 million,
beating the predictions of 1.1
million. The services Purchasing
Managers’ Index (PMI) increased from 50 to 54.8 and the
manufacturing PMI increased
from 50.9 to 53.6, both beating
the predictions, showing that the
economy is improving faster
than expected. Also, the decrease in COVID-19 infections
and the news about a new vaccine led to an all-around better
environment. By the end of August, the FED announced a
change in policy to keep interest
rates near zero, in hopes that the
low rates would help the economy recover quicker, making
bond yields increase. After the
27th of August, bond yields fell to
0.706.

In September, bond yields kept
dropping for the first three days,
reaching 0.636, the minimum of
the month. However, on the 4th,
bond yield jumped to 0.721, after
jobs data from August came
stronger than expected. After
this increase, it dropped once
again and stabilized between
0.669 and 0.698, mainly due to
the rise in coronavirus infections, which made investors look
for less risky options. On the 23rd
new PMI values were released:
manufacturing PMI increased
from 53.1 to 53.5, beating the
forecast by 0.4, and the services
PMI decreased from 55 to 54.6,
almost hitting the forecast, which
show that these sectors are increasing. However, influenced
by an unstable political and economic environment, the yields
dropped until the 29th. On the
last day, there was a slight increase, however due to the current situation it is difficult to know
if will be expanded by October.
Sources: CNBC,
ketWatch

Investing,

Mar-

German 10Y Bond

July was marked by a predominant down trend that led the
bond yield to fall from -0.397 to 0.531. August kept the trend for
two days, falling to -0.550. However, on the 3rd day, the trend inverted and the bond yield increased to -0.398 on the last

day, the maximum of the month,
as a result from better economic
conditions. The industrial sector
kept recovering: manufacturing
PMI increased from 51 to 53,
beating the forecast both at the
start and at the end of the month.
On the 1st of September, the
bond yield decreased to -0.415,
the maximum of the month, and
kept on falling until the 3rd, stopping at -0.490. After a rebound,
it got to -0.460 on the 7th, but
could not sustain the value and
fell to -0.494 the next day, influenced by new data about Germany’s inflation that turned negative for the first time in more
than four years and the FED’s
decision to allow inflation to run
above 2% without raising interest rates, to compensate for periods where the inflation was below that value. From the 9th to the
10th, bond yields rose as global
stock markets rallied and investors showed some risk-appetite,
reaching -0.426. At the same
time, eyes were on the ECB forecasts and willingness to deploy
bond purchases. After this increase, bond yields fell for the
rest of the month fuelled by rising cases of COVID-19 and new
restrictions. This situation made
some investors search for safety
in government debt as the market turned risk averse. ECB
started a review of its emergency bond purchase scheme
and analysts expected more
ECB stimulus, however this prediction had a low impact on bond
yields that continued dropping.
On the 23rd, the services PMI
dropped from 52.5 to 49.1, unable to beat the forecast of 53.0
while the manufacturing PMI in-
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creased from 52.2 to 56.6, beating the forecast of 52.5, showing
that although the services sector
is falling the manufacturing sector is growing faster than expected. However, this was not
enough and bond yields kept
falling reaching, the minimum of
the month on the 29th at -0.546.
On the last day of trading, the
yield had a small recovery, but it
is hard to tell if it will continued in
October as the current political
and economic conditions are unstable. Generally, in times like
these, investors tend to search
for safer options, making bonds
more attractive and leading
yields lower; so that is something
to look for in the next months.
Sources: BMWi, Investing, Kitco, Reuters, Trading Economics

Commodities
Oil

WTI Crude Oil started the month
of August with a quotation of
40.27 dollars per barrel. This is a
trend we have seen in the past
months since its last major fall.
The month closed on $42.61 a
barrel, growing accordingly with
the trend, being its highest value
of the month registered on the
26th of August, of $43.39, and its

lowest on the 1st of August, of
$40.27. In September, the opening value was $42.76 a barrel.
Then, the prices started dropping, reaching its lowest value of
the month on the 8th of September with a value of $36.76 per
barrel, being the highest value of
this month its opening price,
$42.76 per barrel, on the 1st of
September.
The quotations we had for August were a result of several
happenings: there was a sudden
rise in the demand for oil directly
related to this month being the
peak of summer traveling, which
made refineries have an increase of 83% on crude oil usage. There was also a slow but
steady return of commercial
flights, which also contributed to
the growth in the demand for oil.
Observing the quotations of
September, we can see that the
growth tendency was broken.
This was a direct cause of a series of problems that arose at the
beginning of the month: the demand started growing weaker,
there was a sudden announcement of official lower prices by
Saudi Arabia and OPEC had a
huge oversupply that needed a
cut, otherwise, the prices were
only expected to get even lower.
On the 14th of September OPEC
decided to cut its demand forecast which displayed positive results since its quotation started
growing from that day onwards.
Sources: Bloomberg

Gold

Comex Gold opened August
with a price of $1,985.9 having
its peak on the 6th, with a price of
$2,069.4 and its lowest value on
the 25th with a price of $1,923.1.
In September, the month started
with a price of $1,978.9 and had
its peak on its first day, with a
price of $1,978.6 and it had its
lowest price on the 23rd of September with a value of $1,868.4.
The figures we had in mid-August followed a downward trend,
starting to decrease on the 11th
onwards. These were a result of
the growing hopes for the
COVID-19 vaccine as Russia announced its first vaccine on that
day. A rise in the treasury yields
also helped this trend, lowering
gold prices even further. On August 29th, the prices started going up, motivated by the fact that
the dollar had reached a twoyear low. This trend was also
fuelled by the FED announcing
they were targeting a 2% inflation, further helping the rise in
the price of gold.
Regarding September, we are
able to see that gold prices kept
on growing, having a fall on the
21st. This is a result of the growing volatility arising from the uncertainty caused by the elections, which in turn makes gold a
safer more attractive investment
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option for the time being when
compared to equities. The fall
was directly related to the fading
hopes for a new fiscal stimulus
and the strengthening of the dollar.
Sources: BBC, Bloomberg, CNBC

Forex
EUR/USD

The EUR/USD started August at
1.1778, and closed at 1.1936,
having had a growing tendency,
although it had a big fall on the
21st, from which it quickly recovered having a big growth on the
25th. The lowest value of this
month was registered on the 11th
(1.174) and the highest value on
the 31st (1.1936). Also, the manufacturing PMI in the Eurozone
grew from 47.4 to 51.8, surpassing the forecast by 0.7 and in
the US grew from 49.8 to 50.9,
falling short of its forecast by 0.4.
In September, it started at
1.1912, having mainly a growing
tendency, despite its fall on the
period between the 7th and the
11th. The lowest value registered
was 1.1778, on the 8th and its
highest was 1.1912, on the first
day. The manufacturing PMI for
the Eurozone decreased from

51.8 to 51.7, being equal to its
forecast The manufacturing PMI
in the US grew from 50.9 to 53.1,
being down 0.5 from its forecast.
The results we had for August
tell us that both countries' economies were expanding more
than expected, although since
the Eurozone was further away
from its forecast we can say that
the EUR would have a bigger
positive effect than the USD. The
fall on the 21st of August was related to a decline in services in
the Eurozone and also to some
countries struggling with a rise in
infection rates. The growth on
the 25th can be related to the fact
that the dollar was getting
weaker thus contributing to the
growth of the EUR/USD exchange rate. The fall registered
on the 8th of September was a direct result of the rise of the dollar
that was on its highest value for
the last four weeks.
Sources: Bloomberg, Investing, Reuters

EUR/GBP

The EUR/GBP exchange rate
opened August at 0.9002 and
closed at 0.8928, having its highest value on the 17th and its lowest on the 28th. The tendency for
this month was a decreasing one
and was rather calm since there

were not big fluctuations in the
exchange rate.
In September, it opened at
0.8900, having its highest value
on the 11th and its lowest on the
2nd. The tendency registered for
this month was one of growth: on
the 10th of September, we had
the biggest growth of the month:
0.0148 in only one day, from the
9th to the 10th. There was also a
fall of 0.0045 on the 15th from
which it soon partly recovered.
The manufacturing PMI for August, grew from 47.4 to 51.8 in
the Eurozone, surpassing the
forecast by 0.7, while in the UK it
grew from 50.1 to 53.3, falling
short of its forecast by 0.3. In
September, it decreased from
51.8 to 51.7 on the Eurozone,
being equal to its forecast, while
in the UK it decreased from 53.3
to 52.2, falling short on its forecast by 0.1. The manufacturing
PMI obtained for both tell us that
both economies were expanding
more than expected, although
we can say the Eurozone displayed a more positive effect,
since the values were farther
away, positively, from its forecast.
The growth registered on the
10th of September was majorly
due to the growing COVID-19
cases showing up every day in
the UK, together with the new restrictions that those numbers led
to. While not directly related to
the pandemic, Brexit issues also
contributed since there was a
sudden panic of a possible nodeal Brexit
Sources: BBC, Bloomberg, Investing
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Investment Banking
Stock Pitch:
Gilead Sciences

With the rise of the COVID-19
pandemic, Gilead is one of the
companies on the race to find a
potential treatment. They have
been investigating the drug, Redeliver, as a potential treatment
and currently undergoing clinical trials.

Fernando Rangel
Research Department

Company Background

Ricardo Pino
Research Department

Truvada into the market which is
drastically helping patients with
HIV, making Gilead one of the
main market leaders when it
comes to HIV medication.

Gilead Sciences, Inc. (GILD) is a
leading American biopharmaceutical company in the health
sector that researches, develops, and commercializes pharmaceutical drugs to aid patients
that are suffering from lifethreatening diseases.
The company was founded on
June 22, 1987, in Foster, California by Michael L. Riordan, a doctor. Gilead held its IPO in 1992,
debuting on the NASDAQ. Since
then, the stock is currently up
more than 10,000%.
Today, Gilead primarily focuses
on treatments for HIV, Liver Disease, AIDS, Hematology, and serious inflammation and respiratory diseases. This company has
had a handful of successful
breakthrough drugs over the
years, including introducing HIV
drugs such as Viread, Complera,

Catalyst & Strengths
Gilead has been operating in the
biopharmaceutical space for
more than 30 years. With that
being said, this company is very
well established and has a very
strong knowledge of the things
that they are specialized in and
understand the way things work
in the industry, which includes
having good relationships with
suppliers, distributors, etc.
As said in the Company Background, Gilead is one of the few
companies that are in the process of researching and conducting clinical trials for a potential drug for COVID-19 treatment. When this news was announced, in early March, their
stock had jumped more than 9%.
This took place since news such
as this one are a strong catalyst
for the company, especially at a
time like this for it gives hope to
many investors; and in result
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provides a positive brand awareness for their efforts in attempting to find treatment for a prevalent problem.
In addition, it is important to note
that this company invests a lot of
time and money in the research
and department area. With that
being said, Gilead has a very
strong and reliable product portfolio of medical treatments that
have yielded a high level of customer satisfaction. This therefore gives a sense of security to
investors and customers considering the company’s good track
record.

Risks
The biopharmaceutical space
where Gilead operates is a very
competitive industry. There is a
high level of Competition and
many of these companies are
very intensive in their research
and development. As a result of
this, there is constant adaptation
and innovations being done on
products so it is very easy to be
left behind if a company does not
keep up the pace.
With that being said, in order for
Gilead to maintain its position, it
is very important that they are always looking for ways to improve their products and innovate, or else other competitors
may come in to play and do that
instead.
Although this company is working on a potential COVID-19
treatment, which for the most
part is positive for them currently, it is important to consider

that if this drug is not as successful as intended or if another drug
treatment from another company is more successful, their
stock will most likely face a correction and drop.

Valuation & Financials
When analysing some ratios, it is
overserved that Gilead’s overall
performance has been essentially decreasing from 2019 up
until now, in the third quarter
2020. However, it has been performing above the industry in the
majority of indicators.
In 2019, the Price-to-Earnings
(P/E) was at 29.18 and has been
on the decline ever since going
to 11.44 in the third quarter
2020. However, the valuation of
Gilead can be described as reasonable since its P/E is a bit
cheaper than the industry average, which is at 15.29.
Additionally, the Return-On-Assets (ROA) declined from 2019
(4.33%) to 2020 (-0.43%), a
value that is amongst the best returns in the industry, which has
an average of -37.05%.
The Return-On-Equity (ROE) followed the same path and it has
also been decreasing, going
from 26.67% in the first quarter
of 2019 to 12.37% in the last
quarter of the same year, and
further declining to -1.23% in
third quarter of 2020, operating
below the industry’s overall current average value of 26.40%.

Quick Ratios have both been decreasing from the previous year.
The Current Ratio is above the
Industry’s (2.00%) and went
from 2.96% in 2019 to 2.33% in
the first quarter of 2020. Despite
the decrease, the Quick Ratio
has also been above the industry’s (1.49%), going from 2.87%
in 2019 to 2.23% in the third
quarter of 2020.
The Debt-to-Equity (D/E) ratio increased from 1.11 in 2019,
reaching 1.22 in the third quarter
of 2020, which indicates that the
company is getting more of its financing by borrowing money.
The stock price in 2019 closed at
$63.15 and increased in 2020 to
$76.14, with the forecasts for Gilead Sciences having a median
target of $78.00, with a high estimate of $105.00 and a lower of
$62.00.
Regarding these indicators, and
the very competitive biotechnology industry – even more at the
moment – Gilead Science possesses some risk. Therefore,
there is not a solid recommendation as to if one should necessarily buy or sell as of now, although one should continue to
HOLD.
According to analysts consensus price target of $78.93, Gilead Sciences has a forecasted
upside of 26.8% from its current
price of $62.25 (24th September).

When it comes to liquidity, Gilead Science’s Current and
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Sources: Bloomberg, CNBC, CNN
Business, CSI Market, Gilead, Macrotrends, Market Realist, Yahoo Finance

In Dollars ($)

30/09/2019

30/06/2020

Market Cap (in billions)

84.15

81.64

Shares Outstanding (in million)

1,267

1,255

Last Price

66.42

76.77

Price to Earnings (P/E)

29.18

11.44

Earnings per Share (EPS)

2.09

1.1

Return on Investment (ROI)

9.36%

-2.21%

Return of Assets (ROA)

4.33%

-0.43%

Return of Equity (ROE)

12.37%

-1.23%

Current Ratio

2.96

2.33

Quick Ratio

2.87

2.23

Debt/Equity (D/E)

1.11

1.22

EBIT (in billions)

4.34

-0.96

19.40%

-4.33%

EBIT Margin
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M&A Deal of the
Month:
CaixaBank & Bankia

João Reis
Research Department

On Thursday, September 17th,
the boards of Spanish lenders
Bankia and CaixaBank approved
the terms of a proposed merger.
The deal has been described as
a merger but is, in fact, a takeover by CaixaBank, since it is almost three times as big as
Bankia, considering the market
value, and almost twice as big,
taking into account the total assets. In fact, CaixaBank is right
now the third biggest bank in
Spain, only being surpassed by
Banco Santander and BBVA.
According to Reuters, CaixaBank offered 0.6845 shares for
every share in Bankia, thus valuing the former state-controlled
lender at €4.4 billion. This operation is not yet closed hence the
shareholders’ meeting at CaixaBank and Bankia will likely be
held in November to legally approve the deal, which the banks

aims to close in the first quarter
of 2021.
European lenders have been under significant pressure in the
wake of the global financial crisis
and the subsequent ultra-loose
monetary policy. Furthermore,
the shock created by the coronavirus pandemic has exacerbated their issues, therefore a
consolidation could be a solution
to cut costs and make the business more profitable.
CaixaBank was founded on December 12th 1980, and has its
headquarters in Barcelona. It
employs 35,589 persons and
has a total of 4,460 branches in
both Spain and Portugal. Last
fiscal year it reported €8,605 million gross income, which represented a 1.2% growth compared
to the 2018. With the pandemic,
the bank closed in the first six
months of 2020 with a 7.4% decrease in gross income compared to the same period last
year going from €4,445 million to
€4,117 million.

Source: iKlickPixabay

Bankia is a result of the creation
of the Banco Financiero y de
Ahorros (BFA) founded on December 3rd 2010. It has 16,035
employees and 2,275 branches.
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At the end of the latest fiscal
year, the company registered a
gross income of €3,245 million,
which represented a 3.64% decrease compared to the previous year.
With this investment of almost
€4.4 billion, the new bank now
called CaixaBank will catapult itself to the first place, with over
€664 million in total assets.
Moreover, the group will count
with 51,500 employees and 6
300 branches. Concerning the
market share, it will have more
than 20 million customers and a
24% market share in deposits;
25% in loans, and 29% in longterm savings products.
Both banks estimated new annual revenues of €290 million
over five years and an annual
cost of synergies around €770
million by 2023. Moreover, they
estimated €2.2 billion in restructuring charges next year, which
they expect to be fully covered
by “badwill” – a paper profit that
occurs when an asset is bought
below its book value.
“CaixaBank’s and Bankia’s solid
equity position will provide the
capacity to absorb restructuring
costs and valuation adjustments,
with the combined entity achieving a CET1 (a measure of capital
strength, introduced following
the global financial crisis) ratio of
11.6%,” the banks said in a
statement published to the
press. To complement these estimates, the companies argued
the merger made strategic
sense against the backdrop of

the pandemic along with other
structural challenges faced by
the Eurozone lenders, including
the shift to digital banking and
low interest rates.
The new shareholder structure
will be divided into 75.2% for
CaixaBank and the remaining
25.8% belonging to Bankia. For
instance, before the merger, the
foundation of La Caixa, through
Criteria, had a 40% stake in
CaixaBank. Now, they will own
around 30% of the new lender.
Spain, via state bailout-fund
FROB, will hold 16.1% in the
combined lender having held
61.8% in Bankia previously.
This, however, may not be the
only merger in the European financial banking system. In an article published on September
15th 2020, Financial Times noticed that Swiss bank UBS was
examining a potential deal with
rival Credit Suisse, which would
create Europe’s biggest bank.
Moreover, the same journal announced that a merger between
Deutsche Bank (Germany's largest bank) and Commerzbank
was abandoned “after six weeks
of fruitless talks” as recently as
last year.
Although the banking system is
fragile and facing many adversities, this merger will strengthen
not just both banks, but also all
the Spanish market. It is a good
market move performed by
these two companies.

Sources: Bankia, CaixaBank, CNBC,
Corporate Finance Institute, Financial
Times, Forbes, Reuters
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Hot Topic
E-Commerce,
the pandemic’s big
winner
Carolina Marques
Research Department

The COVID-19 pandemic impacted the world’s economies
recklessly. Once citizens around
the globe were told to stay at
home and physical stores suddenly were not an option anymore, e-commerce rose like
never seen before.
In the second quarter of 2020,
the global revenue from online
sales reached a 71% year-overyear growth rate, according to
Salesforce’s Shopping Index.
During lockdown, consumers all
around the globe turned to the
digital world to meet their needs,
leading to a major transformation of the companies’ business models, going quickly from
B2B to B2C and stopped seeing
online sales as a complement
source of income and making it
the main one.
The quarterly figures report released by the US Department of
Commerce revealed that $211.5
billion were spent in online purchases during the second quarter of this year, representing a
31.8% QoQ growth rate.
Considering this, the major retailers in the US like Amazon,
had tremendous benefits from

the shift to e-commerce, reporting a whopping 40% YoY sales
growth, hitting $88.9 billion in
revenues and $10.30 per
share (when compared to the
$1.46 per share previously projected). This created the opportunity for the giant company to
expand its workforce by 100,000
people in Canada and the US
and the creation of 100 new operations buildings.
Consumers’ habits in China
changed rapidly amidst the

Source: Mark Timberlake/Unsplash

COVID-19 crisis, increasing significantly online sales of leading
retailers such as Alibaba, whose
Taobao e-commerce platform
launched a "Special Edition" focused on factories’ delays and
cancellations of commercial orders, which caught the interest
of 300,000 Chinese factories
and 110 million orders from consumers.
Additionally, cross-border ecommerce activities are also on
the rise and driving a substantial
market growth in Asia, as Chinese websites like Alibaba and
Banggood gained a lot of cus-
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tomers from the nearby countries, as a result of the growing
accessibility to foreign products
and increase of per capita income.
Likewise, Europe followed the
same trend, projecting a market
worth for e-commerce of €717
billion at the end of 2020. This
shift to online services is expected to persist as PwC’s
“Global Consumers Insight Survey 2020” highlights, stating for
instance that around 80% of Europeans who bought groceries
online during the lockdown are
planning to continue doing so.
Also noteworthy is that in Europe’s total online sales, around
24% are cross-border transactions, representing almost a
quarter of the total European ecommerce market.

The growth of e-commerce,
aligned with the “lack of borders” (international trade market), constitutes great pressure
in tax related issues in almost all
countries, calling for better and
simplified international regulation for online purchases. The future of e-commerce relies on logistics, which even with strong
restrictions and difficulties didn’t
disappoint on making the connection between buyers and
sellers during the pandemic and
will most likely only improve with
the demand for faster and easier
accessibility to products.

Sources: Bloomberg, CNBC, Deloitte,
E-Commerce News, McKinsey, PwC,
Statista
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