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Virus peaked six weeks ago and market stress is going away
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COVID-19: Flattening the curve
Reopening the global economy
COVID-19 and global financial markets
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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Lack of social distancing means the US
is now more than two weeks behind Italy
# of cases

New Confirmed cases of COVID-19 in United States and Italy
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2. Reopening the
global economy
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Re-opening the global economy:
Three key questions
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
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Potential dates for the initial lifting of restrictions
End of announced
lockdown (not
including possible
extensions)

Estimated date that
Estimated date of
restrictions will start to
"containment" based on
be lifted based on the
2003 SARS experience
Hubei 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

Deutsche Bank Research

Torsten Slok, torsten.slok@db.com +1 212 250-2155

May 2020

8

Currently very high unemployment rates in Hawaii, Kentucky,
Georgia, Rhode Island, Michigan, and Pennsylvania
%
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US: People over 55 years old
account for 40% of consumer spending
%

Share of total US consumer expenditures by age
65 years and above
55 years and above
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Consumption patterns of US consumers
above and below 65 years old
Consumer expenditure by category :
Under 65 years

Consumer expenditure by category :
65 years and older
Tobacco, 0%
Education, 1%

Cash
Contributions ,
3%

Personal
insurance and Food at
pensions, 13% home,
7%

Miscellaneous,
2%

Miscellaneous,
2%

Food away from
home, 6%
Alcoholic
Beverages , 1%

Tobacco, 1%
Education, 3%
Reading , 0%
Entertainment,
5%
Personal
Care, 1%

Cash
Contributions ,
5%
Personal
insurance and
pensions, 7%
Food at
Food away
home, 8% from home, 5%
Alcoholic
Beverages ,
1%

Reading , 0%
Personal
Care, 1%

Owned
dwellings,
11%

Rented
Dwellings, 7%
Other
Lodging, 1%

Rented
Dwellings, 5%
Owned
dwellings, 12%

Entertainment,
6%

Health care,
13%

Health care, 7%
Natural gas, 1%
Electricity, 2%
Water
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Transportation,
16%
Apparel and
services, 3%
Household
furnishings and
equipment, 3%

Electricity, 3%

Other Fuels, 0%

Cellul
ar
Phone
, 2%
Personal
services, 1%

Other
Household
Housekeeping Expenses , 2%
supplies, 1%

Residential
phone
service, 0%

Other Lodging,
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Natural gas,
1%
Other Fuels,
0%

Transportation,
14%
Apparel and
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phone
service, 1%
Water
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Household
furnishings and
equipment, 3%

Housekeeping
supplies, 1%

Cellular Phone,
1%

Personal
services,
0%
Other
Household
Expenses , 2%

Note: Data for 2018. Source: BLS, Haver Analytics, DB Global Research
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Green shoots in restaurant bookings?
%y/y
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OpenTable network : year-over-year change in seated diners at restaurants
in United States
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Total number of workers in high contact occupations

Occupational Therapy & Physical
Therapist Assistants and Aides

Supervisors of Personal Care and
Service Workers

Pilots, air traffic controllers, and flight
attendants

Other Teachers and Instructors

Supervisors of Food Preparation and
Serving Workers

Barbers, Hairstylists, and
Cosmetologists

Other Healthcare Support Occupations

Healthcare Diagnosing or Treating
Practitioners

Home Health & Personal Care Aides; &
Nursing Assist., Orderlies, & Psychiatric
Aides

Food and Beverage Serving Workers

Other Personal Care and Service
Workers

Health Technologists and Technicians

Million

Therapists, Vets., Nurses, Midwives,
Audiologists

Motor vehicle operators

Preschool, Elementary, Middle,
Secondary, & Special Education
Teachers

Number of US workers in high contact intensity occupations
Million

Source: St. Louis Fed, 2017 American Community Survey, O*NET, DB Global Research
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More people would prefer to work from home permanently
Survey: Would you rather work from
home full time moving forward

Survey: Are you more
productive working from home
Not sure
yet
24.0%

To early to
tell
16.6%

No
32.0%

Yes
44.4%

Yes
51.4%
No
31.6%

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
Index
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Source: OFR, Bloomberg Finance LP, Haver Analytics, DB Global Research
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US and European companies financed differently
Sources of financing for the corporate sector
United States
Bank loans
19%

IG Bonds Rated A and
above
8%

Euro area
IG Bonds BBB
8%
HY bonds
2%

Private-direct middle
market loans
4%

Institutional
leveraged
loans
2%

IG Bonds - Rated A and
above
28%

Institutional leveraged
loans
10%

IG Bonds - BBB
28%

Bank loans
80%

HY bonds
11%

Source: Bloomberg Finance LP, IMF, DB Global Research
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4. The shape of the
economic rebound
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Global economic outlook

Source: DB Global Research
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Investment
implications
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S&P500 forward multiple now at +20
Ratio

S&P 500: 12 months forward P/E
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Investment implications summarized
Fed outlook
– Fed on hold
Bond markets
- 10s at 1% by end of
year
Credit
- Credit spreads
narrower

GDP will decline 39% in Q2. The CBO estimates the unemployment rate
will be 10% in 2020Q4.
Fed tapering and exit from lockdown pushing long rates higher and curve
steeper by end of 2020.

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.
Source: DB Global Research
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on the purchase of financial products and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation. "Moody's", "Standard & Poor's", and "Fitch" mentioned in this report
are not registered credit rating agencies in Japan unless Japan or "Nippon" is specifically designated in the name of the entity. Reports on Japanese listed companies not written by analysts of DSI are written by Deutsche
Bank Group's analysts with the coverage companies specified by DSI. Some of the foreign securities stated on this report are not disclosed according to the Financial Instruments and Exchange Law of Japan. Target prices
set by Deutsche Bank's equity analysts are based on a 12-month forecast period.
Korea: Distributed by Deutsche Securities Korea Co.
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South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number in South Africa: 1998/003298/10).
Singapore: This report is issued by Deutsche Bank AG, Singapore Branch (One Raffles Quay #18-00 South Tower Singapore 048583, +65 6423 8001), which may be contacted in respect of any matters arising
from, or in connection with, this report. Where this report is issued or promulgated by Deutsche Bank in Singapore to a person who is not an accredited investor, expert investor or institutional investor (as
defined in the applicable Singapore laws and regulations), they accept legal responsibility to such person for its contents.
Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should independently evaluate investment risks and are solely responsible for their investment decisions.
Deutsche Bank research may not be distributed to the Taiwan public media or quoted or used by the Taiwan public media without written consent. Information on securities/instruments that do not trade in
Taiwan is for informational purposes only and is not to be construed as a recommendation to trade in such securities/instruments. Deutsche Securities Asia Limited, Taipei Branch may not execute
transactions for clients in these securities/instruments.
Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre Regulatory Authority. Deutsche Bank AG - QFC Branch may undertake only the financial
services activities that fall within the scope of its existing QFCRA license. Its principal place of business in the QFC: Qatar Financial Centre, Tower, West Bay, Level 5, PO Box 14928, Doha, Qatar. This
information has been distributed by Deutsche Bank AG. Related financial products or services are only available only to Business Customers, as defined by the Qatar Financial Centre Regulatory Authority.
Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any appraisal or evaluation activity requiring a license in the Russian Federation.
Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company (registered no. 07073-37) is regulated by the Capital Market Authority. Deutsche Securities Saudi Arabia may undertake only the
financial services activities that fall within the scope of its existing CMA license. Its principal place of business in Saudi Arabia: King Fahad Road, Al Olaya District, P.O. Box 301809, Faisaliah Tower - 17th
Floor, 11372 Riyadh, Saudi Arabia.
United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only
undertake the financial services activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai International Financial Centre, The Gate Village, Building 5, PO Box
504902, Dubai, U.A.E. This information has been distributed by Deutsche Bank AG. Related financial products or services are available only to Professional Clients, as defined by the Dubai Financial Services
Authority.
Australia and New Zealand: This research is intended only for "wholesale clients" within the meaning of the Australian Corporations Act and New Zealand Financial Advisors Act, respectively. Please refer to
Australian specific research disclosures and related information at https://australia.db.com/australia/content/research-information.html . Where research refers to any particular financial product recipients of
the research should consider any product disclosure statement, prospectus or other applicable disclosure document before making any decision about whether to acquire the product. In preparing this report,
the primary analyst or an individual who assisted in the preparation of this report has likely been in contact with the company that is the subject of this research for confirmation/clarification of data, facts,
statements, permission to use company-sourced material in the report, and/or site-visit attendance. Without prior approval from Research Management, analysts may not accept from current or potential
Banking clients the costs of travel, accommodations, or other expenses incurred by analysts attending site visits, conferences, social events, and the like. Similarly, without prior approval from Research
Management and Anti-Bribery and Corruption (“ABC”) team, analysts may not accept perks or other items of value for their personal use from issuers they cover.
Additional information relative to securities, other financial products or issuers discussed in this report is available upon request. This report may not be reproduced, distributed or published without Deutsche
Bank's prior written consent.
Backtested, hypothetical or simulated performance results have inherent limitations. Unlike an actual performance record based on trading actual client portfolios, simulated results are achieved by means of
the retroactive application of a backtested model itself designed with the benefit of hindsight. Taking into account historical events the backtesting of performance also differs from actual account performance
because an actual investment strategy may be adjusted any time, for any reason, including a response to material, economic or market factors. The backtested performance includes hypothetical results that
do not reflect the reinvestment of dividends and other earnings or the deduction of advisory fees, brokerage or other commissions, and any other expenses that a client would have paid or actually paid. No
representation is made that any trading strategy or account will or is likely to achieve profits or losses similar to those shown. Alternative modeling techniques or assumptions might produce significantly
different results and prove to be more appropriate. Past hypothetical backtest results are neither an indicator nor guarantee of future returns. Actual results will vary, perhaps materially, from the analysis.
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