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Outlook for Financial Markets
“It’s like astronomy, where what you see isn’t the star as it is right now,
but the star as it was 10 years ago . . . Epidemics are like that: We are
seeing information generated by last week’s epidemic process … we can’t
see this week yet.”
- Dr. David N. Fisman, professor of
epidemiology at the University of Toronto
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Exhibit 1 » New Coronavirus Cases: Singapore, Japan, and Hong Kong

of a “V-shaped” recovery, but
whether the virus spread will

25

re-accelerate as China returns
20

to work remains a key risk

15

Our 2020 Outlook themes of a
strong U.S. labor market and a
tailwind from fiscal and monetary

10

policy remain favorable
5

While Bernie Sanders’ likelihood

Source: World Health Organization

2/18/20

2/17/20

2/16/20

2/15/20

2/14/20

2/13/20

2/12/20

2/11/20

2/10/20

2/9/20

2/8/20

2/7/20

2/6/20

2/5/20

2/4/20

2/3/20

2/2/20

2/1/20

1/31/20

1/30/20

1/29/20

1/28/20

1/27/20

1/26/20

1/25/20

1/24/20

1/23/20

0

of securing the democratic
nomination have shot up in the
polls and prediction markets,
so have Donald Trump’s odds
of winning re-election

South Korea has recently seen a large spike in cases and the mayor of a city of 2.5 million has asked people to stay indoors.
2
Excluding the Diamond Princess cruise ship that has been docked and quarantined in Japan.
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developments, South Korea has seen a recent spike in cases

Exhibit 2 » U.S. Wage Growth (Year-over-Year)

and the mayor of a city of 2.5 million has asked people to
stay indoors. Though the final impact remains unknown, a
worst case global pandemic looks unlikely at present.
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ebb and flow of virus related news for the next few months.

2020 Outlook Themes Still at Work
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Exhibit 3 » U.S. Payroll Growth (thousands)
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While the coronavirus has dominated the headlines thus far in
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A second theme – the prospect of a manufacturing rebound in
2020 – also began showing signs of life as the recent ISM PMI
Manufacturing reading moved into expansionary territory for the
first time in six months. These PMI readings have a meaningful
forward-looking component, but enthusiasm will likely be

https://www.scmp.com/news/china/society/article/3051236/
china-takes-new-steps-help-revive-coronavirus-hit-economy
3
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tempered by the still uncertain path of coronavirus developments.
A similar story is playing out in Europe, where the manufacturing
PMI hit a five-month high in late January, but again based on
data that does not incorporate the fast-developing effects of
the virus outbreak on global supply chains and demand.
The tailwind from monetary and fiscal policy, another 2020
Outlook theme, also continues to support economic growth.
The Fed maintains a dovish bias and China’s recent stimulus

Exhibit 4 » Prediction Markets: Probability of Securing Democratic
Nomination (as of mid-February 2020)
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for investors. The monetary and fiscal spigots remain open.
Politics, the final theme of our 2020 Outlook, will most likely
begin to take center stage for the financial markets as the

Exhibit 5 » Probability of Winning Nomination Before the
July Democratic Convention
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Democratic primary developments, President Trump’s odds
of re-election have also been rising in prediction markets.
Barring any unforeseen political developments (always a
possibility…), at this point the coronavirus outbreak represents
the most tangible risk to our 2020 narrative calling for favorable
equity markets built on a backdrop of improving global growth.
Should the perceived containment change course, we will
readdress our position. Until then, we expect a “bend but
don’t break” outcome in the first half of 2020 as economies
around the world navigate this difficult, human crisis.
https://www.washingtonpost.com/local/trafficandcommuting/house-democratsunveil-760-billion-infrastructure-package--and-call-on-trump-for-bipartisanpush/2020/01/29/2656e2d0-42ce-11ea-b5fc-eefa848cde99_story.html
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