
Heartwood – Daily Market Update – 16.04.2020 

 

What’s happening?  

 Markets were in risk-off mode yesterday after a number of days of positive returns: 
stock markets were down between 2%-3.3%, the oil price fell again, with the WTI 
going below $20 per barrel, and gold gave back some recent gains. However, safe-
haven bonds rallied and the US dollar (also a safe haven) was up over 1%.  

  

 Updated numbers on COVID-19 show that there are now over 2 million infected 
cases and 127,000 deaths at the time of writing.  

  

 While exit plans from current lockdowns continue to be discussed in Europe and the 
US, the reality is - as expected to be announced in the UK today - the lockdowns are 
likely to be extended, before they are eased, even in places like Germany where real 
progress is being seen in terms of infection rates. 

  

 Nonetheless, the European Commission on Wednesday set out its parameters for a 
partial lifting of lockdown restrictions – these include:  

o Infections having decreased significantly for a sustained period of time 
o Hospitals having enough beds, intensive care units, medicines and 

equipment 
o Large-scale capacity for testing, monitoring the spread of the virus, tracing 

and quarantining carriers 
  

 Once those conditions have been met, governments should gradually ease 
restrictions along the following principles: 

o Create a system for tracking contact between people using mobile apps 
that can warn if someone nearby is infected 

o Maintain social distancing measures 
o Return to work must be gradual and not all personnel should be allowed 

back to offices at the same time  
o Schools and universities can reopen with social distancing measures, 

such as different lunch times, enhanced cleaning, smaller classrooms and 
more e-learning 

o Bars, cafes and restaurants can follow with restricted opening hours and 
limited numbers allowed in 

  

 The economic impact of the lockdown was fully evident yesterday in a number of 
economic data releases out of the US. Retail sales and factory output posted historic 
declines in March and activity surveys in April pointed to even worse to come in the 
near term.  

  

 Earnings season in the US is underway and the banks have been one of the first 
sectors out of the blocks. As expected, bad loans provisioning within the US banking 
sector is being increased across the board given the pandemic, and requests from 



customers wishing to defer loan and mortgage repayments have unsurprisingly 
escalated. Wells Fargo said on Tuesday it had received around 1 million requests 
from households wanting to postpone their loan payments, while Citigroup said credit 
card spending had dropped by 30% QoQ.  

  

 The IMF updated its global growth forecasts and the results are sobering. Global 
GDP is expected to contract by 3% in 2020, which is a much deeper contraction than 
the 0.1% recorded in the wake of the Great Financial Crisis. The IMF, like most 
economists, have a poor record of forecasting GDP, but one consequence, even if 
they are remotely right in their forecasts, is that central banks will maintain very 
accommodative monetary policies for the foreseeable future. As a result, markets will 
remain flush with liquidity for an extended period of time and if the last 10 years is 
any guide, markets find an abundance of liquidity generally constructive. Looking 
forward, let’s hope history chimes.  

  

  And lastly…better stock up on bananas as the Philippines, in the top five global 

exporters of bananas, reported a fall of almost 40% in exports as the lockdown kept 

the pickers at home.  

 


