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Key Highlights and News

•   The yield on the 10-year U.S. Treasury note fell sharply this week, finally settling 
at 0.64% Wednesday, and the yield on the 2-year U.S. Treasury note dropped to 
its lowest point since September 2011 after a parade of disappointing earnings and 
anemic data pointed to a more pessimistic outlook for the domestic economy and for 
the rest of the world. (Yahoo) 

•   After officials in New Jersey asked medical professionals from other states to 
help battle the virus, a convoy of 75 ambulances and nearly 200 paramedics and 
EMTs from states including Minnesota and Georgia entered Newark. “Neighbors 
were waving and blowing kisses, cars were beeping, and people were shouting 
‘You go! You go!’” said John Grembowiec, a director at Newark’s University Hospital. 
“And our people, who are so exhausted, had tears in their eyes because this was the 
cavalry coming to rescue them.” (New York Times)

•   The number of people hospitalized in New York State has nearly leveled out, 
an indication that the curve may be flattening even as deaths rise. Gov. Andrew 
Cuomo said on Saturday that measures the state has taken to “flatten the curve”  
are showing clear signs of working in combatting the spread of the coronavirus.  
(Business Insider)

•   The world’s top producers agreed to slash global crude output to end a 
devastating price war. OPEC+ will cut 9.7 million barrels a day—just below the 
initial plan of 10 million barrels. Mexico appeared to have won a diplomatic victory 
as it will only trim by 100,000 barrels, less than its pro-rated share. (CNBC) The 
agreement did little to bolster oil prices, which remained at around $20 per barrel  
as of April 16.

•   The Treasury Department reached an in-principle agreement with airlines on  
a $25 billion aid package. Delta, American Airlines, and Southwest were among  
10 of the largest 12 airlines that intend to take advantage of the program.  
(Wall Street Journal)

•   China trade figures were better than expected as customs exports fell 6.6%  
year-on-year in March—much better than the 13.9% drop expected—and an 
improvement over the 17.2% slump in January and February. Similarly, imports 
declined only 0.9% versus the consensus of negative 9.8% and the prior month’s 
4.0% slide. (Reuters)

•   Weekly initial jobless claims were 5.25 million for the week ending April 11 and 
initial claims may grow in the weeks ahead to 25 million or beyond. Economists 
expect up to 20 million payroll cuts and a sharp rise in the unemployment rate which 
could be higher than the post-World War II high of 10.8%. (Yahoo, Reuters)
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What to Keep an Eye On

•   A highly uncertain first quarter earnings season began Tuesday with consensus 
S&P 500 year-on-year earnings forecast to decline around 10%, the largest  
fall since the third quarter of 2009 and down from a positive 4.3% forecast on 
December 31, 2019. The outlook is extremely unclear given the evolution of COVID-19 
and many large companies have pulled their guidance. Analysts expect management 
teams to deliver highly conservative outlooks with COVID-19 progress and timing of 
lifting social-distancing restrictions the primary variables. (FactSet)

•   A team of government officials led by the CDC and FEMA has crafted a plan to 
combat COVID-19 and reopen the economy. No specific dates for re-openings are 
included, but  areas with the lowest number of virus transmissions could go first but 
not before May 1. The plan specifies that areas need to meet certain criteria before 
reopening, including a steady decrease in infections, adequate healthcare system 
capacity and increased capacity for testing and tracing. (Washington Post)

•   Germany will begin gradual steps out of lockdown after Chancellor Merkel 
agreed with the governors of Germany’s 16 states on Wednesday to begin the 
process of ending the lockdown. Shops will reopen next week and schools from 
May 4, but religious gatherings will remain banned and restaurants, bars, cafes, 
cinemas, and music venues shut and big events banned until August 31. (Reuters)

•   Abbott Laboratories will start shipping an antibody test that can identify those 
who have recovered from a coronavirus infection even if they never showed 
symptoms. Abbott hopes to distribute 4 million tests by the end of April, with 
production rising to 20 million per month in June. (Deutsche Bank)

•   The coronavirus outbreak is driving an increase in missed mortgage and rental 
payments: some 2 million Americans are skipping their monthly mortgage 
payments, a number that is expected to rise as more people lose their jobs. 
Approximately 3.7% of home loans are in forbearance as of April 5, up from 2.7% the 
prior week. (Wall Street Journal)

•   Companies have expressed doubts about an economic boom once coronavirus 
restrictions are lifted due to a behavioral response from workers and consumers 
worried about contracting the virus. New polling found only a third of Americans 
would take a commercial flight, see a movie in a theater or visit a theme park if they 
were allowed to do so. Reassurances from medical professionals and development 
of a vaccine are the two steps that would help them feel comfortable resuming those 
and other activities. (New York Times)

•   The International Monetary Fund forecasts the global economy will contract 3.0% 
in 2020, larger than the contraction in 2009 during the financial crisis, before 
rebounding by 5.8% in 2021. Advanced economies will see the biggest declines, 
with a 6.1% contraction, although emerging markets and developing economies will 
also contract 1.0%. (Deutsche Bank)
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To hear our latest insights on market developments, please join us 
every Wednesday at 9:00 a.m. PT. Dial in: 866-506-8264.
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Our Perspective

Our portfolios remain defensively positioned and we expect market volatility to persist 
for the foreseeable future. While equity markets have recovered some earlier losses 
over the past few weeks, we remain concerned about corporate fundamentals in light 
of the extraordinary economic shock we are witnessing. We expect equity market 
downside vulnerability to remain given the possibility of a severe economic downturn 
and an unfolding credit cycle.

We will be especially mindful of the impact of fiscal and monetary stimulus measures 
as well as the speed at which coronavirus testing capacity and identification of new 
therapies and vaccines for COVID-19 develop. 

We remain committed to our investment process of asset allocation based on our three 
pillars of economic outlook, valuation and technicals. However, given today’s unique 
circumstances, we have also incorporated a view on the health crisis as it drives overall 
economic and market activity and will evaluate these factors as a mosaic to determine 
the right time to reduce or reverse our defensive recommendation.


