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It has been a historic year. The outbreak of Coronavirus closed businesses, put the world on 

pause, and compelled people to work from home and became Zoom meeting experts.  

 

An August 30 comparison of some countries’ Covid-19 cases (AP and US, source: IMAASIA) 

shows the following: 

 

 

 
The unemployment rate in April 2020 increased by 10.3% points to 14.7%, which is the highest 

rate and the largest over-the-month increase in the history of the data (back to January, 1948). 

The number of unemployed rose by 15.9 million to 23.1  million in April.  

 

The following chart is from US Bureau of Labor Statistics:  



 
 

In March, the US market experienced four circuit breakers in 10 days. (Mar. 9, Mar. 12, Mar. 

16 and Mar. 18) – the fastest 30% drawdown in the history of global equities. Then, in the 

second quarter, we saw the largest 50-day advance in market history. The S&P 500 was back 

above 3,100 on June 3, from 2,192, and the Nasdaq hit a record high on June 10. By end of 

April, five stocks, Microsoft, Apple, Amazon, Google and Facebook made up 20% of the S&P 

500. Given the lockdown and the pandemic reality, people kept commenting that markets are 

detached from the fundamental of the economy (reality).  

 

An unprecedented joint monetary and fiscal policy response helped the markets to rally. On 

March 15, The Federal Reserve initiated emergency actions: bringing interest rates to near 0 

percent on short-term paper (Definition: it refers broadly to fixed-income securities that 

typically have original maturities of less than nine months. CDs, Commercial paper, short-term 

Treasuries fall are examples of short-term paper), and launched an ambitious round of 

qualitative easing (QE). This combination of fiscal and monetary stimulus happened to some 

degree in the majority of countries in the world (although the major economy of China offered 

less than most: DSG) 

 



 
 

The monetary stimulus from USA, Japan and India 

 

 
Source: (IMA Asia) 

 
Stock markets are being driven by a surge in liquidity (M2) and a record low cost of funds and 
bond yields, thanks to QE by central banks.  
 
Looking forward, a vaccine is important to get the world back to normal (or a new, new 
normal?). Because of the accelerated vaccine development efforts worldwide, expectations for a 
Covid-19 vaccine have ramped up. But considering the challenges from the development, 



manufacturing and distribution of vaccine, it will take time to get the economy back to pre-Covid 
economic levels.  
 

 
(source: Blackrock Investment Institute. ) 

 
Recovery situation in China:  
 

 
Source: (IMA Asia) 

 
Whether China is growing is not a question, the question is how fast is it growing? Data suggests 
a broad recovery. Electricity for services is growing again after a big Q1 fall, rail freight for both 



June and July were strong at 7% + year over year),the vehicle sales also shows a strongrecovery. 
However, the retail sales recovery is slow compared to fixed assets investment and industrial 
output. 
 

 
Source: (IMA Asia) 

 
The above PMI data also confirms a V shape recovery. Construction sector leads with an activity 
score at 60, well above the breakeven line. Manufacturing is at 55. There was a recent lift in 
export orders. growth for fixed assets investment and industrial output.  
 
In the US, fiscal support (supplementary unemployment insurance) has been key in limiting the 
income shock.  
 

 



 
Recovery activities have re-started in both the US and Europe – faster than originally expected. 
Survey data show a more rapid recovery in manufacturing than services in general. (both the 
above and the below chart are from Blackrock Investment Institute) 
 
 

 
 
 
Higher inflation is to be expected in the medium term due to the QE and the anticipation in the 
production costs due to de-globalization and the tension between China and the US.  This will 
especially be true if previous supply reductions are met by sharp upturns in demand. 

 
 
Disclamation:  
This information is from sources regarded as credible, but Baird has not verified the accuracy or 
completeness of this material and as such, this should be regarded as for educational purposes 
only and is subject to change and potentially subject to ongoing interpretation. The opinions 
expressed are those of the author and not necessarily those of Baird. 


