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Global cases and fatalities Gradual spread - UK is two weeks behind Italy

COVID-19 – potentially a bigger challenge to global growth than the 
2008 Financial Crisis
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Global Economic Impact 2020 World GDP growth (USD)

Source: Sarasin and Partners March 2020 Source: Macrobond

Total economic loss ranges from -3% to 5.5%
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Net loss

Stimulus 

% GDP Base Bear Bull 

China 2 -4.5 -5.8 -3.9

US 5 -3.3 -5.3 -2.4

Eurozone and 

UK 2 -7.2 -8.4 -5.7

Japan 2 -6.6 -7.5 -4.9

ROW 2 -1.2 -3.6 -1.2

World -3.7 -5.5 -3.0



Economic policy moving into gear – Fiscal offsets and central bank 
support
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Fiscal easing Central bank policy  
Liquidity 

Closures

US $1 trn, 5% GDP 150bp cut, 700bn QE, 
USD swap lines with 5 
countries, 

Retail closures 17th

March until end March, 
travel bans, 

Italy €25bn, 1.4% GDP ECB, 750bn bond 4 week lockdown

France €45bn, 1.9% GDP ECB, 750bn bond 15 day lockdown

Germany Suspend debt brake? ECB, 750bn Restaurants closed, 
mass gatherings banned

Spain €18bn, 1.4% GDP ECB, 750bn bond Lockdown

UK £32bn, 1.3% GDP £645bn bond
50 + 15bp rate cut to 
0.1%
Term Funding Scheme 
Countercyclical capital  
buffer cut

Advice to avoid 
restaurants, and mass 
gatherings, schools 
from 23 March



All central banks now have interest rates at zero or below Fiscal policy will be expanded to provide stimulus

There is little scope to cut interest rates - Public borrowing will 
need to rise sharply
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Global asset markets correct at unprecedented rates Equity volatility still close to all time lows in 2019

Equity declines in 2020 among the fastest in recent history –
volatility close to euro crisis levels…
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Currency stability  - Sterling excepted Sterling Corporate yields contained

Remarkable stability among major currencies while Sterling 
corporate spreads are not close to 2008/9
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Risks to the downside increasing, and Global Q1 GDP growth likely negative

Global strategy update

Bonds Modest underweight – Gilts at neutral and corporates at underweight
• Neutral gilts: US and UK Central banks to cut interest rates towards zero to offset recession risk and falling 

inflation.
• Underweight Corporates: spreads likely to widen on account of falling growth and oil prices
• High Yield: Extreme caution to reflect liquidity and default risks

Equities Neutral – Global growth baseline has shifted materially lower – earnings risks rising materially 
• Central bankers remain dovish and US presidential cycle supportive
• Global dividend strategies attractive where supported by sustainable thematic trends
• Portfolio protection strategies attractive if volatility ebbs

Alternatives Neutral – but note liquidity/rate risks in leveraged/opaque assets
• Clear preference for liquid uncorrelated assets and gold

Cash Modest overweight
• To reflect heightened uncertainty and volatility

Risks Current: Virus impact increases risk of global recession, excessive corporate leverage, UK/EU 2020 trade negotiations,
oil collapse threatens high yield credit 
Longer-term: China’s growth experiences long-term damage from virus, global trade linkages under estimated, central 
bank toolkit largely exhausted 

Neutralising the risk budget
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Important information

If you are a private investor, you should not act or rely on this document but should contact your professional adviser

For your protection, telephone calls may be recorded. This document has been issued by Sarasin & Partners LLP which is a limited liability partnership registered 
in England and Wales with registered number OC329859 and is authorised and regulated by the UK Financial Conduct Authority and passported under MiFID to 
provide investment services in the Republic of Ireland.

It has been prepared solely for information purposes and is not a solicitation, or an off er to buy or sell any security. The information on which the document is 
based has been obtained from sources that we believe to be reliable, and in good faith, but we have not independently verifi ed such information and no 
representation or warranty, express or implied, is made as to their accuracy. All expressions of opinion are subject to change without notice.

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally invested. This can be 
as a result of market movements and also of variations in the exchange rates between currencies. Past performance is not a guide to future returns and may 
not be repeated.

Neither Sarasin & Partners LLP nor any other member of Bank J. Safra Sarasin Ltd. accepts any liability or responsibility whatsoever for any consequential loss of 
any kind arising out of the use of this document or any part of its contents. The use of this document should not be regarded as a substitute for the exercise by 
the recipient of his or her own judgment. Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material referred to 
herein and/or any of the information upon which it is based, prior to publication of this document. Where printed by Sarasin & Partners, this document has been 
printed on FSC certifi ed sustainably sourced or 100% recycled paper.

© 2020 Sarasin & Partners LLP – all rights reserved
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