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“We have to get our country open, and we have to get it open soon” President Trump 05.05.20

COVID-19 Projections  - Institute for Health Metrics and Evaluation Washington

“We, collectively, are now entering a new phase of the COVID-19 pandemic. More locations are easing 
previously implemented social distancing policies, and human mobility patterns are trending upward – even in 
places where distancing measures remain in place. Testing has scaled up in many parts of the world, but such 
progress has been uneven and is not keeping pace with the growing demand for lifting business and gathering 

restrictions.”

There are risks to everyone opening up…
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Source: Institute for Health Metrics and Evaluation



2020 Recession is likely to be worse than 2008-09

Source: Macrobond and Sarasin and Partners

2020 GDP Growth – Larger recession (-5.8%) expected across 
regions
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2020 Growth Guide

New forecast Base (previously)

China -2.2% -1.8 to -4.5%

US -5.0% -3.0 to -3.3%

Eurozone and 
UK -9.0% -6.4 to -7.2%

Japan -8.5% -6.3 to -6.6%

ROW -5.7% -0.3 to -1.2%

World -5.8% -2.7 to -3.7%

UK: Note the risk of -14% drop in UK & 0.6% CPI in BOE 
May 2020 ‘illustrative scenario’ in the May 2020 MPC 
report.



Only 4,321 cars sold in the UK in April – lowest since 1946 Take-up of UK Government support schemes 

Source: Macrobond Source: ONS April 2020

Economic lock down has forced 80% of UK businesses to consider 
accessing government support schemes…
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Purchasing managers Index Italian-German Bond Spread
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The German constitutional court (GCC) decision is a new 
source of uncertainty for the periphery…

After 3 months “the Bundesbank may thus no longer participate in the implementation and execution of the ECB 
decisions at issue, unless the ECB Governing Council adopts a new decision that demonstrates…that the monetary 
policy objectives pursued by the PSPP are not disproportionate. “  Judgment of 05 May 2020 – German Constitutional Court



Global equities rally from March lows… Federal Reserve balance sheet will likely peak at $8-9 trillion

Equities saw the fastest fall into bear market in history but now 
have recovered more than half their declines…

6Sarasin Global Strategy May 2020

Source: Macrobond



UK Investment Grade new issuance surged last month Gilt market liquidity restored…

Source: BOE Monetary Policy Report May 2020 Sources: Eikon from Refinitiv and Bank calculations

After shocks receding: Bank of England’s support for the bond 
markets successful…
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Negative spot price for WTI Unprecedented oil price volatility

After shocks receding : Oil prices stabilising despite massive 
oversupply…
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A deep recession is certain but the timetable to recovery is clearer

Global strategy update May 2020

Bonds Neutral – Central bank support argues for lifting high quality corporate bond exposure
• Neutral gilts: Massive expansion of QE programs will cap rise in sovereign yields
• Neutral corporates: Central Banks backstop investment grade bonds - solvency and liquidity risk diminished
• High Yield and EM debt: Extreme caution to reflect default risks and depth of EM recession

Equities Neutral/Underweight – Deep global recession suggests material earnings risk but improving visibility on exit
• Central Bank response timely and unprecedented in scale – other assets unattractive
• Earnings outlook opaque but shock is ultimately temporary
• Last year of Presidential cycle
• Retain Underweight to Emerging world equities ex China

Alternatives Overweight – high risks in leveraged assets but infrastructure & renewables attractive
• Clear preference for liquid uncorrelated assets.  
• Gold a hedge against unprecedented policy stimulus.

Cash Neutral
• Source of funds

Risks Current: Resurgence in virus in H2 2020, emerging world economic crisis, no-deal Brexit
Longer-term: Damage to global trade linkages, balance sheet impairment for corporates and households, valuations 
stretched

Economic risks severe but policy response extraordinary
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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

10Sarasin Global Strategy May 2020

07.05.20



Juxon House
100 St Paul’s Churchyard
London
EC4M 8BU

T: +44 (0) 20 7038 7000
www. sarasinandpartners.com


