
Well, hope everyone had a good Easter weekend -even if the big family dinner was missing a few siblings and spouses. The 
weather is slowly but surely improving, as are capital markets, but we have a road ahead of us to be sure. Today’s Daily Report 
outlines the big picture, which is based on many variables. Bottom line is that we need the “all clear” horn to be blown sooner 
than later for the recovery to start. A balance between well and well-being is needed, as the global economy underpins the 
health-care system we know and cherish so much here in Canada. Here’s some perspective to consider:

• duration of the containment measures to flatten the curve;
• changes in consumer and business spending behaviours once the shutdown is over; and
• effectiveness of macro policies in supporting lost incomes and preventing business failures due to a temporary 

cash squeeze.  
 
The duration of containment measures is ultimately a political decision based on medical advice weighed against the 
economic cost. While we’re certainly not medical experts, we’re seeing 
tentative signs that new cases are turning a corner, especially in European 
countries like Italy and Spain (see chart below).
 
Macro policymakers are also responding with impressive speed and 
scope to put a floor under demand in the economy and backstop credit 
markets. The large expected jump in government debt is likely to get 
financed by higher precautionary savings and corporate financial 
surpluses as gross investment rates fall. Central banks may also play a 
role in financing fiscal deficits in the short term. At this stage, the increase 
in government debt is likely to be sustainable because borrowing rates 
are less than nominal GDP growth, which prevents explosive debt 
dynamics that could trigger a confidence crisis. Overall, these measures 
can get the economy through some of the slowdown but not all of it and 
not indefinitely with the economy running at about half-capacity. 
 
The shape of the economic recovery – whether V-shaped or L-shaped – will also depend on how quickly consumers and 
businesses revert to pre-epidemic spending behaviours. The longer the economic shutdown lasts, the longer the likely 
rebound in economic activity. There are multiple possible scenarios, ranging from a shut-down ending in early summer to a 
more protracted shut-down in the event of secondary infection waves. Recent financial market developments, including higher 
global equities by about 20% from the low in March and higher expected inflation based on breakeven rates, reflect at least in 

part the market’s anticipation that the epidemic 
is turning a corner and the economy will be 
supported by effective macro policies.

Source: Financial Times (April 7, 2020)
Turning the corner on the epidemic. Never 
have I read such beautiful words! Of course 
that’s the expectation, and the next few weeks 
will be crucial in the knowing whether we’ve 
been successful here. With every passing day 
we are that much closer to getting through this. 
Hang in there!

Be safe, be well
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