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Key Highlights and News

•   The Commerce Department reported consumer spending dropped 7.5% in 
March, the biggest one-month drop since the government began tracking spending 
in 1959. While economic indicators across the board are problematic, consumer 
spending trends are a significant data point as spending accounts for 70% of the total 
economic output of the $22 trillion U.S. economy. (Barrons)

•   The U.S. Institute for Supply Management (ISM) non-manufacturing index for 
April fell to 41.8, its lowest reading since March 2009. The ISM manufacturing index 
fell to 41.5 in April, down from 49.1 in March and its lowest level since April 2009. The 
employment index fell to 27.5, its lowest level since June 1949. (Deutsche Bank)

•   Multiple requirements, including registering in person and documenting job 
search activity, that were enacted by many states after the financial crisis before 
unemployment filers can receive benefits have been rolled back. But the number 
of those actually unemployed may still be far higher than those who have filed for 
unemployment benefits. (New York Times) For the week ending May 1, more than 
3.8 million workers filed for jobless benefits, but “archaic technology hamstrings the 
systems” for processing claims. (Wall Street Journal)

•   California has become the first state to borrow money from the federal 
government so it can continue paying out rising claims for unemployment benefits 
during the coronavirus pandemic, borrowing $348 million in federal funds after 
receiving approval to tap up to $10 billion for this purpose through the end of July. 
(Wall Street Journal)

•   The April manufacturing PMI for the Euro Area came in at 33.4, a record low since 
the series began in 1997. Among the worst manufacturing PMIs by country were 
Greece (29.5) and India (27.4), both also at record lows. (Deutsche Bank)

•   As negotiations continued in Congress for additional stimulus legislation, 
it appears there is a lack of traction behind the administration’s payroll tax cut 
requirement as the cut may not do much to boost consumer spending with the virus 
still not under control and would only benefit people currently employed who may be 
more inclined to save the extra money rather than spend it. (Bloomberg)

•   U.S. and European banks are on track to book more than $50B in loan loss 
provisions in the first quarter, the biggest since the 2008–09 financial crisis, and  
an indication of the severity of the coronavirus impact. (Financial Times)
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What to Keep an Eye On

•   Governor Newsom of California announced he will outline a plan to reopen the state 
in phases as soon as next week. In Hong Kong, the number of people allowed to gather 
starting Friday would be raised from four to eight and gyms, cinemas and bars can reopen 
with restrictions. In Germany, Bavarian Premier Markus Soeder said larger shops and malls 
can reopen on May 11, followed by restaurants on May 25 and hotels on May 30.  
(Deutsche Bank)

•   Apple and Google announced they will not allow the use of location tracking in apps 
that use the new contact tracing system the two companies are building to slow the 
spread of the virus. Both companies cited privacy concerns and wanting to prevent 
governments from using the newly-developed system to compile data on citizens. (Reuters)

•   The European Central Bank’s range of alternative scenarios of the likely economic 
impact of the pandemic would see a fall in real GDP for the Euro Area in 2020 of 5%, 8%, 
and 12% under the mild, medium and severe scenarios, respectively.  ECB chief economist 
Philip Lane said that under the “severe” scenario modelled by the ECB, the economy would 
not return to the end of 2019’s level before 2023. (Deutsche Bank)

•   The number of cases in seven states (New York, California, Florida, Louisiana, 
Massachusetts, Michigan and New Jersey) that made up 60% of the coronavirus cases in 
the U.S. one month ago has fallen steadily over the past few weeks. However, the number 
of new cases everywhere else has steadily increased, and states that have begun to dial 
back social distancing measures have seen a rapid increase in daily case totals relative to 
a month ago. (Washington Post)

•   President Trump said his trade deal with China was now of secondary importance to the 
coronavirus pandemic and threatened new tariffs on Beijing as his administration crafted 
retaliatory measures over the outbreak. (Reuters)

•   While states are starting to loosen stay-at-home orders and businesses are reopening, 
traffic congestion and hours-worked data show economic activity remains largely paralyzed. 
For now, most households appear more concerned about the health risks of the coronavirus 
than about returning to normal life. Two-thirds of survey respondents said they would be 
nervous about leaving their homes even if businesses were open, and 59% said businesses 
should remain closed until the virus is fully contained. (Wall Street Journal)

Our Perspective: Getting Back on Track

The economic reboot in the U.S. has begun as some 23 states have begun the process 
of easing restrictions on social gatherings and business operations. A conclusion that the 
country is on a straight path to business as usual will be premature because reopening plans 
vary widely from state to state and it is likely that the process will be protracted and full of fits 
and starts.

State-by-state reopening steps are subject to each governor’s discretion with non-binding 
guidance from the federal level. California will allow curbside pickup from certain stores 
beginning this week while Georgia moved to selected in-store access last month. Some states 
have required each county to demonstrate they can meet requirements for hospital and 
testing capacity along with contact tracing before social distancing rules will be eased. These 
are high bars, particularly as contact tracing remains more of an aspiration than a reality.

In the case of Mississippi, the reopening schedule was put on hold after COVID-19 cases and 
deaths spiked last week. We may see more instances where reopening plans are delayed or 
modified if the coronavirus spread is not contained.
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There are also questions as to whether consumers are comfortable enough to return to malls 
and airports even as national and state officials encourage consumers to shop again. One 
poll, covering the tri-state region of New York, New Jersey and Connecticut, found over 70% 
of respondents would be uncomfortable going to a restaurant if restrictions were eased in the 
coming weeks and over 80% would not be comfortable at a large sports event.

Glimmers of Hope

Clinical trial of Gilead’s antiviral drug—Remdesivir—has shown success in shortening hospital 
stays for patients suffering from COVID-19 by around 30%. Last Friday, the FDA authorized 
emergency use of the drug based on the positive preliminary data to treat critical patients. 
While this is an encouraging development, the drug is not a knockout punch. There are supply 
limitations and the drug is not effective for all those suffering from the disease.

As the country attempts to reopen, however, Remdesivir’s main benefit may be to help 
hospitals keep up with new cases. Hospital capacity, along with expanded testing and 
progress on developing a vaccine, is a key component in moving past the ongoing health 
crisis driving severe economic constraints. 

Markets Diverge on Recovery Outlook

As states and cities decide how and when to reopen their economies, recent U.S. equity 
market performance suggests many investors have decided the worst is over and a blue-sky 
outlook is warranted even as economic data points such as unemployment and economic 
growth continue to deteriorate. 

The large companies that make up the S&P 500 and Dow Jones Industrials indices are multi-
national enterprises with revenues that cross state and national lines. With geographically 
diversified revenues and access to public market financing, investors have allocated capital to 
this area of the market on the view these firms are well-positioned to weather the storm. 

Meanwhile, fixed income markets, which have been pricing in a low growth environment for 
some time, appear less optimistic. On balance, we share the skepticism of the bond market 
regarding a rebound to the “normal” of late 2019. With states representing some 65% of U.S. 
Gross Domestic Product still shut down, we believe reopening the economy will be a slow 
process fraught with the potential for unforeseen setbacks.

Becoming overconfident in one outlook given the wide range of potential outcomes in play 
can be perilous when there are so many unknowable variables outstanding. For this reason 
we recommend that clients continue to follow their individual investment plans and focus on 
a long-term approach to meeting investment goals. 

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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