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Source: JHU, Bloomberg Finance LP, DB Global Research

Virus peaked six weeks ago and market stress is going away
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1. COVID-19: Flattening the curve
2. Reopening the global economy
3. COVID-19 and global financial markets
4. The shape of the economic rebound

Investment implications for rates, FX, credit, and equities
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Behavioral changes slowing growth over the coming quarters

Household sector
- Increase in precautionary savings for households, similar to what we saw after the Great Depression in the 1930s
- More space between seats at restaurants, cinemas, sport events, concerts, conferences, trains, busses, and airplanes
- Fewer people traveling on vacation and going out until we have a vaccine, all contributing to lower consumer spending 
- Older generations staying at home until a vaccine is released, less willingness to put parents in retirement homes
- Limits on the number of people in supermarkets at the same time, more online shopping, more online doctor visits
- Fewer people going to fitness centers, doing group sports
- More people driving their own car to avoid public transportation
- Health insurance premiums going up

Corporate sector
- Less business travel globally, more video conferencing
- Staggered work schedules, more distance between seats in offices, fewer cubicles
- More permanent work from home solutions, more disaster planning
- Fewer buybacks, lower dividend payouts
- Health insurance costs going up, higher insurance premiums
- Increased pressure for paid sick leave, health benefits, labor protection, including for gig workers

Government sector
- Global restrictions on travel to and from high-risk areas, more fever scanners at airports, borders
- More regulation forcing households and corporates to hold, say, three months of cash in emergency savings
- More regulation and spending to ensure health care system is better prepared, a global covid-19 immunity registry 
- Increased health safety regulations for retirements homes 
- Stocking of medical supplies, including ventilators, domestically, a desire to be less dependent on other countries
- More systematic planning and preparedness, perhaps introduce better automatic stabilizers 
- More supply of government bonds, increasing risk of a debt crisis
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1. COVID-19: 
Flattening the curve
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Source: JHU, WHO, DB Global Research

Lack of social distancing means the US 
is now more than two weeks behind Italy
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2. Reopening the 
global economy
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1. Which countries will open first?
2. Which sectors of the economy will open first?
3. Which parts of the population will go out first?

The answers to these questions are important for global asset allocation

Re-opening the global economy: 
Three key questions
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End of announced 
lockdown (not

including possible 
extensions)

Estimated date that 
restrictions will start to 
be lifted based on the 

Hubei experience

Estimated date of 
"containment" based on 
2003 SARS experience

US 30-Apr 22-May 19-Jun

Italy May 3 7-May 4-Jun

UK May 7 23-May 20-Jun

Spain May 10 18-May 15-Jun

France May 11 18-May 15-Jun

Germany** May 3 22-May 19-Jun

* For US  most state-level restrictions have been extended to early-to-mid May, with minor easing in places.. The 30 April date represents the date until which 
President Trump has issued social distancing guidelines. On 16 April, the President outlined guidelines for state authorities on easing restrictions. 
Recommendations include that states showing a downward trajectory in cases for at least two weeks can begin a three-phase process to reopen, with declines 
in cases to be assessed every two weeks before states can move onto the next phase. ** This is assumed to be a period of two generations of the covid-19 
(max 28 days) in which there are no new cases. Hubei last declared a new case on 24 March so ‘containment’ would theoretically occur on 21 April. We deem 
these dates unlikely for the countries in this analysis, however, we include them here as a reference point *** Germany announced Wednesday that small shops 
(with a retail space of below 800 square meters) will be allowed to re-open from Monday April 20. Schools in the country will open their doors on Monday May 
4. But Large, mass gatherings will remain banned until August 31.

Source: Deutsche Bank, WHO, CDC, Worldometer, DB Global Research

Potential dates for the initial lifting of restrictions
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Source: Department of Labor, BLS, DB Global Research

Currently very high unemployment rates in Hawaii, Kentucky, 
Georgia, Rhode Island, Michigan, and Pennsylvania
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Source:  BLS, Haver Analytics,  DB Global Research

US: People over 55 years old 
account for 40% of consumer spending
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Source: OpenTable, DB Global Research

Green shoots in restaurant bookings?
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Source: St. Louis Fed, 2017 American Community Survey, O*NET, DB Global Research

Number of US workers in high contact intensity occupations
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Source: Zippia Poll Survey , DB Global Research
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3. COVID-19 and global 
financial markets
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US financial stress coming down from recent peak

Source:  OFR, Bloomberg Finance LP, Haver Analytics, DB Global  Research
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Source: Bloomberg Finance LP, IMF, DB Global Research

US and European companies financed differently
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4. The shape of the 
economic rebound
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Source: DB Global Research

Global economic outlook
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Investment 
implications
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Source: Bloomberg Finance LP, DB Global Research
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Fed outlook 
– Fed on hold

GDP will decline 39% in Q2. The CBO estimates the unemployment rate 
will be 10% in 2020Q4.

Bond markets
- 10s at 1% by end of 
year

Fed tapering and exit from lockdown pushing long rates higher and curve 
steeper by end of 2020.

Credit
- Credit spreads 
narrower

Fed support and more liquid markets will narrow IG and HY spreads over 
the coming quarters

Stock markets
- Flatter epi curve and 
recession curve

Fed liquidity support and exit from lockdown will push equities higher. 
S&P500 will be 3250 by the end of 2020. 

FX
- Dollar down EURUSD at 1.20 by year-end

Commodities
- Coronavirus and 
slower global growth

40% of oil demand going to trucks and cars. Exit from lockdown pushing 
oil prices higher. 

Emerging markets
- Hard hit by virus and 
low oil prices

Coronavirus and low oil prices is negative for commodity exporters. Global 
recovery helpful for EM. Dovish Fed and ECB helpful for EM. 

Investment implications summarized

Source: DB Global Research
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