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COVID-19: Signs emerging that economic lockdowns having an impact
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Fear of WARS

Europe continues to show slower growth – but not the US

• The daily percentage change in new
cases in Italy fell to 5.6% yesterday, a new
low, down from 10.4% a week ago. The 5day average fell to a new low 7.2% and the
10-day average to 9.1% - all new lows since
the outbreak began.

US growth of new cases of COVID-19 continues to stand out
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• France (6.9%); Spain (9.4%); Germany
(8.2%); Switzerland (5.4%) all showed
marked slowdowns in daily % changes
yesterday with 5-day averages all falling.
Lockdowns across Europe are working. The
largest 9 European countries had a %
daily change of 8.5% yesterday and a 5day avg of 12.5% - new record low levels.
• Unfortunately, death rates remain more
elevated but here too, rates of growth are
slowing. The 9-country total was 10.4%
yesterday – also a new low.
• The US growth rates are more alarming but
we saw some tentative signs of slowdown.
• At the current US death rate, 100k deaths
would be reached in 16 days time.
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Fear of WARS

US cases surge and Italy peak slow to reverse

5-Day change in new cases of 2019-nCoV indicate US surge

• Financial markets remain broadly priced for
COVID-19 to peak in Europe and the US in
April/May time.
• On a simple 5-day total basis, the peak
point for Italy looked to have arrived
around 23rd-25th March, however, the total
increase has yet to decelerate – the peak
in Italy is painfully slow to turn lower.
• The US 5-day increase peaked hit 76,470 on
Saturday and did slow to 71,978 yesterday
but it’s premature to suggest this is a peak.
• US new cases increased by 15.3%, the 3rd
day of a slower daily growth rate. The 5day average slowed to 21.1%. The death
rate increased by 11.9%, a marked
slowdown from 30.9% on Saturday.

Source: Bloomberg & Macrobond
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• However, it is premature to suggest a turn.
While New York growth rates are slowing,
growth rates in other areas of the country are
picking up.

Fear of WARS

5-day growth rates showing tentative signs of flattening in Europe
Spain & Germany 5-day total change in new cases surpass Italy

Source: Bloomberg & Macrobond

Death rates in Europe – Spain and Italy stand out

Source: Bloomberg & Macrobond

• 5-day totals across Europe show some tentative signs of new cases peaking. However, the
Italian new cases have been flat-lining at around 26k increase and is a potential worrying warning
that a flatter profile in growth could stay in place for some time before decelerating.
• The death rates in Italy and Spain look to be somewhat unique relative to the new cases
growth rates.
• Germany in particular shows this with the 2nd largest number of new cases but deaths are well
below. Testing rates, demographics (of those testing positive), health case capacity mean
direct comparisons are impossible.
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Is UK lockdown starting to have an impact?
Daily change in UK new cases

Source: Bloomberg & Macrobond

UK deaths lagged 15 days to Italy’s deaths

Source: Bloomberg & Macrobond

• Yesterday was the 2nd day in which the UK total daily increase in new cases fell from the
previous day. It is probably too early to assume a trend but nonetheless, this is reassuring.
• With PM Johnson, Health Secretary Matt Hancock and Chief Medical Officer Chris Whitty having all
tested positive, there have been questions over the UK strategy.
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• The death rate which had been on a similar projection to Italy has slowed somewhat relative to Italy.
With a lag of 15 days, the rate of deaths in the UK has averaged around 20% less than in
Italy. The 15-day lag reflects the gap from when Italy and the UK hit 233 deaths. These
developments might be positive but it remains too early to conclude the lockdown in the UK is
having an impact.
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US new cases are slowing but very early days
US daily change in new cases

Global (x-China) 10-day average daily change growth rate slowing

Source: Bloomberg & Macrobond

• New cases in the US has started to slow, but it remains very early days. The slowdown is being driven
by a slower growth rate in New York. But cases elsewhere could now be about to pick up. Total US
cases hit 142,460 as of yesterday – a 15.3% growth increase, the slowest since growth rates
began accelerating.
• The death rate in the US increased 11.9% yesterday, down sharply from the 30.9% rate on Saturday.
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• The 10-day average daily change in cases globally (x-China) is slowing – it slowed to a new
low of 15% yesterday. At this rate we remain on track for hitting 1mn cases globally on
Wednesday.
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Certain Asian countries showing a pick up with risks growing
Top 4 Asia (ex-China & S Korea) new cases – 5-day change

Asia (ex-China & S Korea) new cases have eased a touch

Source: Bloomberg & Macrobond

• Top Asian countries (ex-China and S Korea) shows a continued pick-up in new cases. Malaysia
(2,626); Japan (1,866); the Philippines (1,546); Thailand (1,524) and Indonesia (1,414) account for
the largest portion of Asian new cases.
• The growth rate in Japan on a 5-day average is accelerating and hit 9.4% yesterday, the
highest rate since 11th March. The Philippines 5-day average picked up to 21.2% yesterday while
the Hong Kong 5-day average has been in double-digits since 20th March.
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• China continues to report only modest increases each day with those being reported as
imported cases. Doubts continue to linger over the accuracy of China’s data is late.
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China’s return continues but normality may be hindered by RoW

China Economy Recovery Index

• The WeBank China Economic Recovery
Index published on Bloomberg is calculated
using geolocation analysis covering 50
cities weighted by contribution to GDP.

• The daily Index is currently at 71.95 (vs
69.45 last week), continuing its trend higher
from a low of 23.84 on 8th February.
• The Wuhan index is up sharply. The
WeBank Wuhan Economic Recovery Index
is up to 25.96 versus 17.52 a week ago.

Source: Bloomberg & Macrobond
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Financial Times High Frequency data
Real Estate Floor Space Sales : 62 vs 47
Picking up from a week ago, and close to on a
par with 2019 levels.
Container Freight Index : 67 vs 72
Dropping from a week earlier again. The
decline may now be a reflection of what’s
happening globally with COVID-19.
Power Plant Coal Consumption : 76 vs 70
Notable pick-up from a week earlier.
Traffic Congestion Index : 92 vs 89
Picking up again from a week earlier but
remains over 10% down on a year earlier.

Policy Responses: Policymakers catching up with reality
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Key Policy Response Measures: UK
Monetary Policies

• Key policy rate lowered by 65bps to 0.10%.
• Term Funding Scheme with incentives for Small and Mediumsized Enterprises (TFSME).

Fiscal Policies

• Government pay 80% of wages up to GBP2.5k/month with no limit
on final cost. The IFS estimates it could cost in order of GBP10
billion over three months based on 10% of employees are
affected. If more take advantage of support then cost could be
proportionally higher.

• Countercyclical capital buffer rate lowered from 1% to 0%.
• Covid Corporate Financing Facility (CCFF)
• QE expansion of GBP200 billion. Increased purchases of UK
government bonds and sterling non-financial investment-grade
corporate bonds.
• Activated the Contingent Term Repo Facility (CTRF) to help ease
frictions in money markets. The CTRF lends reserves for a period
of three months in exchange for other, less liquid assets.

• Government to cover 80% of self-employed people’s average
monthly profits over last three years, up to GBP2,500/month. In
form of a taxable cash grant paid by end of June. Treasury
estimate cost at GBP9 billion for first three months.
• VAT and SA deferral & additional welfare support for selfemployed– estimated cost @ GBP10 billion.
• GBP12 billion package of measures to support public services,
individuals, and businesses including: i) Covid-19 Response Fund,
ii) changes to statutory sick pay, iii) funding for local authorities to
support small businesses, and iv) new Covid-19 Business
Interruption Loan Scheme (CBILS) co-ordinated by British
Business Bank in which government provides 80% guarantee on
each loan to SMEs.
• Budget set out additional fiscal easing of GBP18 billion.
• Government to provide loan guarantees totalling at least GBP330
billion with more provided if needed.
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Key Policy Response Measures: France
Monetary Policies

• Additional LTOs carried out until June 2020.
• TLTRO III on considerably more favourable terms from June 2020
to June 2021. 25bps below average rate applied on refi operations
and can be as low as 25bps below deposit rate if levels of credit
provision is maintained.
• Additional net asset purchases of EUR120 billion until end of
2020.
• Banks allowed to operate below capital conservation buffer and
liquidity ratio. Countercyclical capital buffer to be lowered.
• Pandemic Emergency Purchase Programme (PEPP) with an
envelope of EUR750 billion until he end of the year. Available to all
jurisdictions and will mains in place until COVID-19 crisis phase is
over. Purchases will be conducted in flexible manner allowing for
fluctuations in the distribution of purchase flows over time , across
asset classes and among jurisdictions. Self-imposed limit to buy
no more than a third of any country’s eligible bonds will not apply.
Minimum maturity of assets purchased has been lowered to 70
days. Fully prepared to increase size of purchases and adjust
composition as much as necessary and for as long as needed.
• Range of eligible assets under the corporate sector purchase
programme (CSPP) expanded to include non-financial commercial
paper, making all commercial papers of sufficient credit quality
eligible for purchase.
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Fiscal Policies

• President Macron has promised unlimited budgetary support for
companies and employees affected by coronavirus in a
multipronged strategy including an emergency budget totalling
EUR45 billion. The budget includes income support for workers
facing partial unemployment, tax deferrals for businesses and
transfer payments for the self-employed. It will adjust
automatically if either a longer lockdown becomes necessary or its
impact proves more severe.
• EUR300 billion of French state guarantees for bank loans to
businesses and EUR1 trillion of such guarantees from European
institutions. Possible rescue of companies with state
shareholdings such as Air France.
• Finance Minister Bruno Le Maire says we will use all available
means to protect companies, including taking stakes,
recapitalizing, guaranteed loans and nationalization.

Fear of WARS

Key Policy Response Measures: Germany
Monetary Policies

• Additional LTOs carried out until June 2020.

Fiscal Policies

• About EUR500 billion of loans to firms via state-owned
development banks KfW.

• TLTRO III on considerably more favourable terms from June 2020
to June 2021. 25bps below average rate applied on refi operations
and can be as low as 25bps below deposit rate if levels of credit
provision is maintained.

• Easier access to Kurzarbeit, short-working compensation scheme
which supports wages of furloughed workers. The labour ministry
expects this step to cost up to EUR10 billion this year.

• Additional net asset purchases of EUR120 billion until end of
2020.

• Investments will be increased by EUR3.1 billion/year from 2021 to
2024.

• Banks allowed to operate below capital conservation buffer and
liquidity ratio. Countercyclical capital buffer to be lowered.

• EUR156 billion supplementary budget including more than
EUR122 billion in new direct spending. Of which EUR50 billion to
support small businesses and EUR55 billion for fighting pandemic.

• Pandemic Emergency Purchase Programme (PEPP) with an
envelope of EUR750 billion until he end of the year. Available to all
jurisdictions and will mains in place until COVID-19 crisis phase is
over. Purchases will be conducted in flexible manner allowing for
fluctuations in the distribution of purchase flows over time , across
asset classes and among jurisdictions. Self-imposed limit to buy
no more than a third of any country’s eligible bonds will not apply.
Minimum maturity of assets purchased has been lowered to 70
days. Fully prepared to increase size of purchases and adjust
composition as much as necessary and for as long as needed.
• Range of eligible assets under the corporate sector purchase
programme (CSPP) expanded to include non-financial commercial
paper, making all commercial papers of sufficient credit quality
eligible for purchase.
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• A EUR600 billion Economic Stabilisation Fund (WSF) including:
i) Another EUR100 billion in credit to state-run development bank
KfW for loans to struggling businesses,
ii) EUR100 billion earmarked for equity stakes in companies,
iii) EUR400 billion in loan guarantees.
• Suspension of “debt break”. Government seeking authorisation to
take on a total of EUR356 billion in debt.

Fear of WARS

Key Policy Response Measures: Italy
Fiscal Policies

Monetary Policies

• Additional LTOs carried out until June 2020.
• TLTRO III on considerably more favourable terms from June 2020
to June 2021. 25bps below average rate applied on refi operations
and can be as low as 25bps below deposit rate if levels of credit
provision is maintained.
• Additional net asset purchases of EUR120 billion until end of
2020.
• Banks allowed to operate below capital conservation buffer and
liquidity ratio. Countercyclical capital buffer to be lowered.
• Pandemic Emergency Purchase Programme (PEPP) with an
envelope of EUR750 billion until he end of the year. Available to all
jurisdictions and will mains in place until COVID-19 crisis phase is
over. Purchases will be conducted in flexible manner allowing for
fluctuations in the distribution of purchase flows over time , across
asset classes and among jurisdictions. Self-imposed limit to buy
no more than a third of any country’s eligible bonds will not apply.
Minimum maturity of assets purchased has been lowered to 70
days. Fully prepared to increase size of purchases and adjust
composition as much as necessary and for as long as needed.

• Government pledged to spend up to EUR25 billion. Main
measures are to provide EUR3.5 billion for Italian health system
and EUR1.5 billion for its civil protection agency who is in charge
of coronavirus response.
• Other measures expected to include one-off payments of
EUR500/person for self-employed, suspension of all tax payments
until 31st May, state compensation up to 60% of property rental
costs for businesses, government support for companies paying
redundancy payments to their staff, a freeze on any worker layoffs, a cash bonus for Italians still working during the lockdown,
none-month mortgage relief plan for self-employed and other nonsalaried workers, and 15 days parental leave.
•

Loan guarantees for businesses hit by the crisis and a moratorium
on loan and mortgage payments. Allocated EUR5 billion for bank
loan guarantees. Loan repayment freeze for SMEs and micro
businesses worth EUR220 billion.

• Financial support for Italian families that have children at home
and for taxi drivers and postal workers who are continuing to work
providing urgent services during the outbreak.
• More funds expected to be injected into Alitalia.

• Range of eligible assets under the corporate sector purchase
programme (CSPP) expanded to include non-financial commercial
paper, making all commercial papers of sufficient credit quality
eligible for purchase.
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• PM Conte stated government is putting together April package of
measures worth “something more than EUR25 billion”.

Fear of WARS

Key Policy Response Measures: EU-wide
Monetary Policies

• Additional LTOs carried out until June 2020.
• TLTRO III on considerably more favourable terms from June 2020
to June 2021. 25bps below average rate applied on refi operations
and can be as low as 25bps below deposit rate if levels of credit
provision is maintained.
• Additional net asset purchases of EUR120 billion until end of
2020.
• Banks allowed to operate below capital conservation buffer and
liquidity ratio. Countercyclical capital buffer to be lowered.
• Pandemic Emergency Purchase Programme (PEPP) with an
envelope of EUR750 billion until he end of the year. Available to all
jurisdictions and will mains in place until COVID-19 crisis phase is
over. Purchases will be conducted in flexible manner allowing for
fluctuations in the distribution of purchase flows over time , across
asset classes and among jurisdictions. Self-imposed limit to buy
no more than a third of any country’s eligible bonds will not apply.
Minimum maturity of assets purchased has been lowered to 70
days. Fully prepared to increase size of purchases and adjust
composition as much as necessary and for as long as needed.
• Range of eligible assets under the corporate sector purchase
programme (CSPP) expanded to include non-financial commercial
paper, making all commercial papers of sufficient credit quality
eligible for purchase.

15
MUFG Bank, Ltd.
A member of MUFG, a global financial group

Fiscal Policies

• EU budget will deploy existing instruments to support hard hit
SMEs with liquidity. EUR1 billion will be redirected from EU budget
as guarantee to European Investment Fund to incentivise banks to
provide liquidity to SMEs and midcaps. It will help at least 100k
European SMEs and small-caps with about EUR8 billion of
financing. To provide credit holidays to existing debtors that are
negatively affected.
• Up to EUR179 million is available under European Globalisation
Adjustment Fund to support dismissed workers and self-employed.
• Commission proposes directing EUR37 billion under Cohesion
policy to fight coronavirus crisis.
• Commission proposing as well to extend scope of EU Solidarity
Fund by including public health crisis within scope. Up to EUR800
million available in 2020.
• EZ finance ministers examining tools at disposal of ESM which
has EUR410 billion of capacity.
• EU considering how to provide support through ESM. One option
put forward is to provide all euro area member states with option
of drawing on a Enhanced conditions credit line of up to 2% of
GDP potentially doubling current fiscal response. Issuing joint
corona bonds has also been discussed but faces opposition from
Northern European countries.

Fear of WARS

Key Policy Response Measures: US
Monetary Policies

• Target range for Fed funds rate lowered by 150bps to between 0%
and 0.25%.
• Open-ended purchases of Treasury agency mortgage-backed
securities. To include purchases of agency mortgage-backed
securities.
• Encouraged depository institutions to turn to discount window to
help meet demands for credit from households and businesses at
this time. In support of goal, it lowered the primary credit rate to
0.25%. A 50bps narrowing in primary credit rate relative to general
level of overnight interest rates. Depository institutions may borrow
for periods as long as 90 days.
• Encouraged depository institutions to utilize intra-day credit
extended by Reserve banks.
• Encouraged banks to use their capital and liquidity buffers as they
lend to households and businesses impacted by COVID-19.
• Reserve requirement ratio ratios lowered to 0%.
• US dollar swap lines: i) pricing lowered to USD OIS +25bps, ii)
offered weekly with 84-day maturity alongside 1-week maturity, iii)
extended to 9 other central banks including RBA, BoK, Bank of
Mexico, and Riksbank, iv) increased frequency of 7-day maturity
operations from weekly to daily.

• Commercial Paper Funding Facility (CPFF) to provide liquidity
backstop to US issuers of commercial paper through an SPV that
will purchase unsecured and asset-backed commercial paper
rated A1/P1 directly from eligible companies. Expanded to include
high-quality, tax-exempt commercial paper. Pricing reduced.
• Primary dealer Credit Facility (PDCF) offering overnight and term
funding with maturities up to 90 days. Credit extended to primary
dealers may be collateralized by a broad range of investment
grade debt securities including commercial paper and municipal
bonds, and broad range of equity securities.
• Money market Mutual Fund Liquidity Facility (MMLF) will make
loans available to eligible financial institutions secured by highquality assets purchased by the financial institution from money
market mutual funds. To include wider range of securities such as
municipal variable rate demand notes (VRDNs) and bank
certificates of deposit.
• Primary Market corporate Credit Facility (PMCCF) for new bond
and loan issuance. Open to investment grade companies. SPV to
make loans from PMCC F to companies.
• Secondary market Corporate Credit Facility (SMCCF) to purchase
in the secondary market corporate bonds issued by investment
grade Us companies and Us-listed ETFs whose objective is to
provide exposure to US investment grade corporate bonds.

• Term Asset-Backed Securities Loan Facility (TALF) will lend on a
non-recourse basis to holders of certain AAA-rated ABS backed by
newly and recently originated consumer and small business loans.
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Key Policy Response Measures: US
Fiscal Policies

• US phase three fiscal stimulus totalling around USD2.2 trillion includes:

i)

USD500 billion fund set up to provide relief for industry through loans and loan guarantees. Overseen by inspector general and a
congressional panel, with every loan document made public.

ii)

Cash grants of USD25 billion for airlines (in addition to loans), USD4 billion for air cargo carriers, USD3 billion for airline contractors for
payrolls support.

iii)

USD450 million in Fed facility risk capital which can be levered up by Fed to say USD4trn

iv)

USD367 billion loan and grant programme for small businesses

v)

USD300bn of payroll relief – employers may defer 2020 payroll taxes for up to 2 years. They will have to pay 50% by the end of 2021.

vi)

USD300 billion for individual checks – USD1,200 per adult and USD500 per child for households making up to GBP75k

vii) Massive increase of unemployment insurance including expanding those covered to include people who are furloughed, gig workers and
freelancers, and by increasing the payments by $600 dollars per week for four months on top of what states provide as a base
unemployment compensation. Cost expected to be above USD100 billion.
viii) USD150 billion for state and local governments.
ix)

USD130 billion for hospitals, health care systems, and providers.
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European Macro Outlook: A deep recession is now inevitable
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We have slashed our growth forecasts for 2020
Sharp downgrades to our GDP growth forecasts

PMIs fall to unchartered territory

Dec 2019

Mar 2020

Euro Area

1.2

-5.9

Germany

1.0

-6.1

France

1.3

-5.8

Italy

0.6

-6.8

1.4

-5.3

UK
Source: IHS Markit & Macrobond

•

Source: MUFG Economic Research

As most European countries have imposed stringent restrictions to slow the spread of the virus, the initial supply-chain challenges have now morphed into a
severe slump in demand. High frequency activity data (e.g. cinema trips, restaurant bookings, transport) show the extent of the collapse in consumer
activity. Business surveys have reached unchartered lows. The euro area PMI fell from 51.6 in February to 31.4 in March, with the services sector most
affected. A deep euro area recession in H1 now seems inevitable – euro area GDP is set to contract in Q1 before collapsing further in Q2.

•

Any forecasts at this stage will inevitably have a high degree of uncertainty as the extent of any downturn will hinge on how the spread of the virus develops.
However, the experience in China and South Korea shows that aggressive quarantine and testing can be effective in stopping the spread. We currently
assume that the number of new cases in Europe will peak by late-April, but containment measures will be gradually eased with some restrictions remaining
in place for most of Q2. Based on this, we have revised our euro area GDP forecast for 2020 down to -6% (and Q2 activity could easily fall by more than
10%)
19
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Policy response likely to support a sharp rebound - but with a loss of output
•

Apart from increasing healthcare provision and incentivising production

shifts to equipment such as ventilators there is very little that
Growth is likely to bounce back - but with some permanent loss of output

policymakers can do to boost growth when most people are stuck inside
their homes. However, the policy measures detailed in previous slides
should support a sharp rebound in activity once restrictions are eased.
Fiscal injections

in

particular are

likely to boost

demand

considerably once the spread of the virus is brought under control,
while liquidity provisions should prevent widespread bankruptcies.
•

The chart on the left shows our current baseline path. At this stage we
are pencilling in growth of between 4 and 5% in 2021. The sharp rebound
in growth rates may look positive but we’d emphasise that the euro area
economy is unlikely to emerge from such a sharp fall in output
unscathed. Relative to a pre-virus baseline, we see a loss of output of
2% of GDP by 2023. Travel and tourism industries in particular are likely
to experience a long-term drag (with peripheral euro area economies set

Source: Eurostat & Macrobond

to be most affected).
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Risks are strongly tilted to the downside
•

Risks to our forecast are strongly tilted to the downside. Europe

has less recent experience of epidemics than many countries in
Hard-won labour market gains could swiftly unravel

Asia and may find it harder to contain the spread of COVID-19
than China, South Korea and others, especially if the public tires of
restrictive measures. Once under control, there may be a second
wave in the autumn. It may take longer than hoped to develop and

distribute effective vaccines or treatments.
•

Relatively less flexible labour markets may actually be a blessing
during this type of short, sharp crisis – especially when combined
with the wage guarantee programmes announced by various
national governments. But a longer slowdown would inevitably see
many of the hard-won improvements to the unemployment rate
quickly unravel, reducing any chances of a reasonable recovery.

•
Source: Eurostat & Macrobond

Even if the spread of the virus can be brought under control
relatively quickly in Europe, the current epicentre of the pandemic,
a lot will depend on developments elsewhere - in particular in the
US.
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The UK lags behind – both in number of cases and containment measures
•

The outlook for the UK is broadly similar to that of the euro area,

but with slightly different timing. The UK has lagged behind Italy
UK Composite PMI plunges to record low

and other countries both in terms of number of confirmed COVID19 cases and in restrictions to stop its spread.
•

A widespread lockdown was only imposed on 23 March, although
the private sector had already made some adjustments. The UK’s
services-orientated economy should be relatively conducive to an
earlier increase in remote working.

•

The decline in Q1 GDP is likely to be less severe than in the euro
area. Q2 growth will show the brunt of the shock with restrictions

likely to be in place for most of the quarter. The delay in imposing
lockdown measures raises the risk that the UK government will
find it harder than other countries to control the outbreak.
•

On the other hand, the UK’s coordinated monetary and fiscal

Source: Macrobond

response has been impressive. Again, policy measures are
unlikely to have much of an immediate effect but should support an
eventual rebound. We also suspect that the government and some
firms may find Brexit preparations beneficial, at the margin, when
22
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coping with supply-chain disruption.
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