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Global growth - a second virus wave or an early vaccine imply very different outcomes

Global GDP Forecasts from IMF World Economic Report (WEO)

1. Uncertainty:
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“These alternative 
scenarios highlight 
that uncertainty 
remains exceptionally 
high.”

Kristalina Georgieva
Managing Director IMF July 
2020



Global public debt reaches its highest level in recorded history

Fiscal stimulus of close to $11tr  means record levels of public debt…

2. Debt:
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Retail Sales and Home Building back at Pre-Pandemic levels…

Retail Sales supported by government transfers Builder Sentiment recovers on record low mortgage rates

3. US Economy:
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‘Savings are up, incomes are up, home prices are up.  So you will see the effect of this recession…but not right  away.
So it’s just very peculiar times….’ Jamie Dimon Chair &CEO JP Morgan Chase July 14



Jobs recovery may be stalling…

Smallest decline since March 2020 Long-term unemployment with burden on weakest…

4. US Labour market:
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Dollar lower – Copper higher

Global equity rally continues Commodity prices recover led by oil

5. The Dollar & Commodities:
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Strong COVID response, bold ECB policy & EU recovery fund...

Euro Rallies Euro Area equities outperform US since market low

6. European assets outperform:
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Fiscal and monetary policy the most expansionary in post-war history

Global strategy update July 2020

Bonds Neutral – Corporate yields attractive with central bank support
• UW Gilts – interest rates suppressed, yield curve management likely
• OW investment grade credit – attractive yield premium plus central bank support 
• Caution High Yield and EM debt

Equities Neutral – Earnings yield attractive, gradual improvement in earnings & dividend visibility
• OW Global equities – thematic earnings still robust
• Neutral UK equities – valuations attractive, discount still likely on UK assets
• UW EM equities.  Extent of economic and social damage from COVID-19 under estimated

Alternatives Overweight – Long-term inflation plus returns attractive
• Neutral Other Alternatives– infrastructure and renewables 
• OW Uncorrelated Alternatives - Gold  to hedge against unprecedented policy stimulus & debt

Cash Underweight – zero or negative yield in all markets 
• No currency preference

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, long-term 
rise in government debt, COVID19 damage to most vulnerable in society

Economic damage severe but a global recovery has begun
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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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