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Financial markets commentator David Wigan offer his thoughts on the key trends revealed by 

TAC ECONOMICS quantitative models and insight. 

Global Chiaroscuro 

Equity volatility expected 

Chiaroscuro, in art, is the use of strong contrasts between light and dark to create visual impact. 

In current circumstances, the term can equally be applied to the outlook for financial markets. 

After an impressive recovery over the northern hemisphere summer, a range of quantitative 

models predict exceptional volatility heading into the latter part of the year and 2021. TAC models 

suggest a 50% chance of strong deterioration in the S&P 500 in December, with European markets 

facing higher levels of risk. The FTSE is particularly exposed. 

Of course, much will depend on the trajectory of COVID. TAC’s central assumption is a volatile and 

asymmetric global health environment going into 2021, with regional restrictions on economic 

activity but few lockdowns as long as hospitals operate below capacity. TAC assumes a vaccine 

will emerge by year end, and will be progressively distributed in 2021. Not surprisingly, consumer 

confidence in the US and Europe remains well below pre-crisis levels, but elsewhere is moving 

steadily higher. 

The most likely prognosis for Western economies is a gradually stabilizing picture, with an 

asymmetric V-shaped profile. GDP growth is projected to decline by 4.8% in 2020 in the US and 

8.2% in the Eurozone, before picking up by 5.2% and 4.8% respectively in 2021. 

While the shape of recoveries in the US and Europe are likely to be similar, TAC machine learning 

models indicate contrasting narratives. In the US, demand-side factors including consumer 

confidence, unemployment, wages and wealth effects through stock markets will be critical. 

Notably, US consumer spending held up over the summer, amid the release of pent-up demand, 

positive fiscal support and a speedy decline in unemployment. TAC expects more of the same in 

the short term. In the Eurozone, supply-side factors, including industrial production and 

confidence, will be more important. Production rebounded in the summer to above pre-crisis 
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levels (except in Italy). Assuming continuing support from fiscal and monetary policies, growth will 

most likely continue in 2021, fuelled by demand from China. 

Back to equities, and while the three-month outlook is somewhat choppy, the six-month 

perspective is more positive, albeit amid continuing double signals. TAC predicts upward 

momentum across all major indexes on a six-month horizon. Something, therefore, to look forward 

to. 
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These assessments are, as always, subject to the 

disclaimer provided below. 

This material is published by TAC ECONOMICS SAS for 

information purposes only and should not be regarded 

as providing any specific advice. Recipients should make 

their own independent evaluation of this information 

and no action should be taken, solely relying on it. This 

material should not be reproduced or disclosed without 

our consent. It is not intended for distribution in any 

jurisdiction in which this would be prohibited. Whilst this 

information is believed to be reliable, it has not been 

independently verified by TAC ECONOMICS and TAC 

ECONOMICS makes no representation or warranty 

(express or implied) of any kind, as regards the accuracy 

or completeness of this information, nor does it accept 

any responsibility or liability for any loss or damage 

arising in any way from any use made of or reliance 

placed on, this information. Unless otherwise stated, any 

views, forecasts, or estimates are solely those of TAC 

ECONOMICS, as of this date and are subject to change 

without notice. 

 

 

Your contacts at TAC ECONOMICS 

Technical questions / hotline 

TAC ECONOMICS team is available for any economic, 

financial, technical questions and requests at the 

following e-mail address: hotline@taceconomics.com 

 

Customer relations 

For any question relative to your subscription, please 

contact TAC ECONOMICS team by e-mail at 

taceconomics@taceconomics.com 
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