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ECONOMIC SNAPSHOT – Bleak outlook with unemployment reaching record highs
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COVID-19 situation

#1
highest COVID-19 
cases & deaths in 

the world

▪ The US has the highest number of COVID-19 cases and deaths in
the world, registering more than 730,000 cases and over 39,000
deaths as at 18 Apr 2020.

▪ As at 18 Apr 2020, cases in New York alone exceeds the country
with the second highest number of cases in the world (Spain).

▪ Total deaths in the US is projected to exceed 60,000 by Aug 2020.

▪ Nationwide state of emergency declared as at Mar 2020.

▪ Over 300 million people in the US are under stay at home orders,
with almost all states imposing restrictions on non-essential
businesses.

Consumer spending

Retail sales

8.7%
in Mar 2020

▪ Despite consumer spending increasing by a marginal 0.2% in Feb
2020, total retail sales and food services declined by a sharp 8.7%
in Mar 2020, compared to a 0.4% qoq decline seen in Feb 2020.

▪ Decline in consumer spending expected to wipe out 1.2% of GDP
in 1Q2020, 7.7% of GDP in Apr and May 2020.

9 in 10
Americans are 

under lockdown

Manufacturing

New orders

7.6 pp
in Mar 2020

▪ PMI declined by 1.0pp from 50.1% in Feb to 49.1% in Mar 2020.

▪ New orders contracted by 7.6 pp from 49.8% in Feb to 42.2% in
Mar 2020, weighed by fabricated metal products, transportation
equipment and petroleum and coal products.

▪ Production contracted by 2.6 pp from 50.3% in Feb 2020 to
47.7% in Mar 2020.

Services

Services

4.8 pp
in Mar 2020

▪ ISM non-manufacturing index declined 4.8 pp from 57.3% in Feb
2020 to 52.5% in Mar 2020, exceeding economists’ expectations
of 45%.

▪ Retail trade, entertainment & recreation and educational services
are among the business activities weighing on the services sector.

Unemployment

13.5%
of US workforce 
lost in 4 weeks

▪ The US registered the highest record of unemployment claims,
totalling over 22 million for the 4-weeks ending 11Apr 2020.

▪ Unemployment rate rose from 3.5% to 4.4% in Mar 2020, with
analysts predicting a 20% unemployment rate in Apr 2020.

▪ During the 2008 Global Financial Crisis, unemployment rate
peaked at 10.0% in Oct 2009.

US household debt

▪ US household debts are at record highs in 4Q2019 at $14.15
trillion, of which $9.95 trillion are attributable to housing debt.

▪ However, household debt as a % of GDP has fallen sharply from
99.83% during the peak of the 2008 GFC to 76.29% as at 4Q2019.

▪ Household debt service currently represents 9.73% of disposable
personal income, compared to the peak of 13.21% in 4Q2007
prior to the Great Recession.

▪ Foreclosures are at all-time lows in Feb 2020, with further drops
expected in the coming months due to mortgage providers
suspending foreclosures and providing reliefs.

$14.15 tn
US household 

debt at 4Q2019

https://www.worldometers.info/coronavirus/?
https://covid19.healthdata.org/united-states-of-america
https://en.wikipedia.org/wiki/U.S._state_and_local_government_response_to_the_2020_coronavirus_pandemic
https://www.forbes.com/sites/sergeiklebnikov/2020/04/04/here-are-the-9-state-governors-who-have-refused-to-issue-stay-at-home-orders/#77f32c544eeb
https://www.bea.gov/data/consumer-spending/main
https://www.census.gov/retail/marts/www/marts_current.pdf
https://www.spglobal.com/ratings/en/research/articles/200317-economic-research-a-u-s-recession-takes-hold-as-fallout-from-the-coronavirus-spreads-11392127
https://www.instituteforsupplymanagement.org/ISMReport/MfgROB.cfm?SSO=1
https://www.instituteforsupplymanagement.org/ISMReport/MfgROB.cfm?SSO=1
https://www.instituteforsupplymanagement.org/ISMReport/MfgROB.cfm?SSO=1
https://www.instituteforsupplymanagement.org/ISMReport/NonMfgROB.cfm?navItemNumber=12943
https://www.nytimes.com/2020/04/16/business/economy/unemployment-numbers-coronavirus.html
https://www.theguardian.com/business/2020/apr/03/us-jobs-report-march-unemployment-coronavirus
https://www.cnbc.com/2020/04/16/us-weekly-jobless-claims.html
https://fred.stlouisfed.org/series/UNRATE
https://www.newyorkfed.org/microeconomics/hhdc.html
https://fred.stlouisfed.org/series/HDTGPDUSQ163N
https://fred.stlouisfed.org/series/TDSP
https://www.attomdata.com/news/market-trends/foreclosures/attom-data-solutions-february-2020-u-s-foreclosure-market-report/
https://www.forbes.com/sites/andrewdepietro/2020/03/31/banks-suspending-foreclosures-covid-19/#754cfe972220


ECONOMIC SNAPSHOT – Significant widening of credit spread prior to Fed’s interjection
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US corporate debt
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YTM Comparison of S&P US Treasury Bond Index vs S&P 500 High Yield 
Corporate Bond Index for Various Sectors YTD
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▪ Overall, the credit spread for both investment grade and high yield US corporate bonds
widened significantly during the month of Mar 2020, commencing with the start of the
oil price war between Saudi Arabia and Russia, and further escalated by the worsening
COVID-19globally and worldwide quarantinemeasures.

▪ Credit spreads widened the most for the energy sector due to escalating tensions and
lack of resolution of the ongoing oil crisis during Mar 2020 and projected decline in
global oil demand.

▪ Consumer discretionary sector was also impacted by stricter quarantine measures and
closure of non-essentials businesses nationwide. On the other hand, sectors such as
consumer staples, healthcare and information technology shown more resilience against
the COVID-19impact from a credit standpoint.

▪ Overall credit spread subsequently tightened upon the Fed’s announcement on 23 Mar
2020 of the $750 bn investment grade corporate bond purchasing program and the
expansion of scope to includebonds of lower credit quality on 9 Apr 2020.

Fed announced 
$750 bn IG 
corporate bond 
buying program

Fed announced 
extended scope of 
corporate bond 
buying program

WHO declares 
COVID-19 as 
pandemic

WHO declares 
COVID-19 as 
pandemic

Start of oil 
price crisis

Start of oil 
price crisis

Widening credit 
spread

Widening credit 
spread

Source: S&P

GDP forecast

1Q2020 2Q2020 3Q2020 4Q2020 CY2020

JP Morgan (10.0) (40.0) 23.0 13.0

Goldman Sachs (9.0) (34.0) 19.0 12.0 (6.2)

Morgan Stanley (3.4) (38.0) 20.7 (5.5)

Wells Fargo (1.2) (22.3) 7.2 4.8 (3.0)

The Conference Board (5.8) (33.3) 0.1 27.4 (6.5)

▪ Majority of economists are forecasting a contraction in 1Q2020, followed by a much
sharper contraction in 2Q2020 due to the nationwide shutdown.

▪ Recovery is expected in the second half of the year, placing estimates for an overall
contraction of 3.0% to 6.5% for 2020. The IMF predicts an overall 5.9% contraction in
theUS’ economy this year. Other revised GDP forecasts are set out below:

https://www.federalreserve.gov/newsevents/pressreleases/monetary20200323b.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200409a.htm
https://us.spindices.com/index-finder/
https://www.cnbc.com/2020/04/09/jpmorgan-now-sees-economy-contracting-by-40percent-and-unemployment-reaching-20percent.html
https://research.gs.com/content/research/themes/us-economic-data-table.html
https://www.marketwatch.com/story/morgan-stanley-forecasts-38-drop-in-second-quarter-us-gdp-2020-04-03
https://www08.wellsfargomedia.com/assets/pdf/commercial/insights/economics/monthly-outlook/monthly-20200408.pdf
https://www.conference-board.org/data/usforecast.cfm
https://www.theguardian.com/business/2020/apr/14/great-lockdown-coronavirus-to-rival-great-depression-with-3-hit-to-global-economy-says-imf


ECONOMIC STIMULUS – Double the size from GFC, with potentially more to come

4

Phase 1 – Coronavirus Preparedness and Response Supplemental Appropriations Act

$8.3 bn
Phase 1 stimulus

▪ Serves to authorize immediate emergency funding to combat the
ongoing pandemic, mainly towards healthcare support, purchase
of medical supplies, and research of vaccines, diagnostics and
treatment for the disease.

Phase 2 – Families First Coronavirus Response Act

$104 bn
Phase 2 stimulus

▪ Free COVID-19testing for all eligiblepatients.

▪ Funding for up to 10 weeks of paid leave at 2/3 of salary for
workers who are unable to work arising from them having to care
for their child due to school or childcare closures.

▪ Funding for 14 days of paid sick leave for patients affected by the virus.

Phase 3 – Coronavirus Aid, Relief, and Economic Security Act

$2 tn
Phase 3 stimulus

▪ $300 bn of direct payments to individuals and families, in the
form of cheques of up to $1,200 per individual.

▪ Additional federal unemployment benefits of $600 per week for
up to 4 months on top of state unemployment benefits.

▪ $500 bn of loans, loan guarantees and investments into big businesses.

▪ $58 bn of grants to airlines industry for wage subsidy and loans and loan guarantees.

▪ $350 bn for small businesses to cover monthly payroll.

▪ Tax credits for small businesses for retaining employees during pandemic period.

▪ $150 bn to state and local governments to cover loss of tax revenue and unemployment
claims.

▪ $179.5 billion to public and healthcare services, including $100 bn to hospitals and $16
bn for stockpiling pharmaceutical and medical supplies.

2008 Global Financial Crisis stimulus packages

Economic Stimulus Act, 2008

▪ $120 bn tax rebates to individuals/families –up to $600 each

▪ $51 bn tax incentives to businesses for capex investments

$168 bn
Bush stimulus

American Recovery and Reinvestment Act, 2009

▪ $237 bn tax incentives to individuals/families

▪ $51 bn tax benefits for businesses

▪ $155.1 bn for healthcare

▪ $100 bn for education

$787 bn
Obama stimulus

▪ $82.2 bn for unemployment benefits, social security payments and food stamp programs

▪ $165.4 bn for infrastructure public housing and research for scientific and renewable
energy

Phase 1 , 8 

Phase 2 , 104 

Individuals/families , 
604 

Big businesses , 
500 

Small businesses , 
377 

State & local 
government , 340 

Publ ic services , 180 

Individuals/families , 439 

Bus inesses , 102 

Healthcare , 
155 

Education , 
100 

Infrastructure & 
public housing , 120 

Research, 45 

vs.2020 COVID-19 stimulus ($2.1 tn) 2008 GFC stimulus ($955 bn)

Phase 4 – another $2 tn infrastructure stimulus?

in $ billion

https://www.cnbc.com/2020/03/31/coronavirus-stimulus-trump-calls-for-2-trillion-infrastructure-plan.html


THE FED’S RESPONSE – Rock-bottom rates & QE-infinity
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Near zero interest rates

0% - 0.25%
target Fed fund 

rates

▪ On 3 Mar 2020, the US Federal Reserve lowered target Fed fund
rates from 1.75% to 1.25% in response to the COVID-19
pandemic outbreak.

▪ On 15 Mar 2020, the Fed again cut their target Fed fund rates
down to 0% to 0.25%.

▪ During the 2008 Global Financial Crisis, the US Federal Reserve also responded in the
same manner.

▪ In a series of rate cuts, the Fed lowered the target Fed fund rates from 5.25% to 2.0% in
6 steps occurring between 18 Sep 2007 to 30 Apr 2008.

▪ In Dec 2008, the Fed further lowered target Fed fund rates to 0% to 0.25%, which was
not increased until Dec2015.

Quantitative easing and credit lending programs

▪ Securities purchases –On 15 Mar 2020, the Fed launched a $700 bn quantitative easing
program, in the form of $500 bn worth of Treasuries and $200 bn of agency-backed
mortgage securities. On 23 Mar 2020, the Fed made it open-ended.

▪ Lending to securities firms –On 17 Mar 2020, the Fed launched the PDCF, a low interest
loan program aimed at primary dealers to support smooth market functioning and
facilitate the availability of credit to businesses and households.

▪ Backstopping money market mutual funds – The Fed established the MMLF, a program
which makes loans to banks to assist money market funds in meeting redemptions by
households and investors, enhancing market functioning and credit provision.

▪ Repo operations – The Fed upsized its repo operations to $1 tn for daily overnight repo,
$500 bn in one-month repo and $500 bn in three-month repo.

▪ Lending to corporates – The Fed established the PMCCF and SMCCF which allows the
Fed to buy corporate bonds and provide loans. On 9 Apr 2020, the PMCCF and SMCCF
was upsized to a combined limit of $750 bn. Through the CPFF, the Fed also buys
commercial paper, essentially lending directly to corporations for up to 3 months.

▪ Lending to small businesses – The Fed established the PPPLF aimed at facilitating the
origination of PPP loans which helps small businesses to keep their workers on payroll.
The Fed also set up the $600 bn Main Street Lending Program to lend to small and mid-
sized businesses.

▪ Support to household and consumers – The Fed established the TALF which facilitates
the issuance of asset-backed securities.

Comparison with 2008 Global Financial Crisis Response

▪ The PDCF, MMLF, CPFF and TALF are all examples of credit lending programs that the
Fed reinstated from the 2008 Global Financial Crisis.

▪ The Fed also embarked on multiple rounds of quantitative easing from 2008 to 2014,
which resulted in $4.5 tn of securities in the Fed’sbalance sheet by the end of Oct 2014.

https://www.federalreserve.gov/newsevents/pressreleases/monetary20200323b.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200317b.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200318a.htm
https://www.federalreserve.gov/newsevents/pressreleases/files/monetary20200409a5.pdf
https://www.federalreserve.gov/newsevents/pressreleases/files/monetary20200409a2.pdf
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200409a.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200317a.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200409a.htm
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200409a.htm
https://www.federalreserve.gov/monetarypolicy/talf.htm
https://www.brookings.edu/research/fed-response-to-covid19/
https://www.thebalance.com/what-is-quantitative-easing-definition-and-explanation-3305881

