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Economics Report 
Fri. Mar. 13, 2020 

MARCH SADNESS CONTINUING 
 

 The “cure” for the COVID-19 virus is to shut the economy down, to limit the 
spread. This strict health policy response (which looks appropriate) should be met 
with an economic policy response (which is still developing from the Fed, Treasury, 
and Congress).  We still want to see +1% of GDP in stimulus by April. 

 The U.S. economic shutdown is still intensifying as public schools close & large 
gatherings are continuing to be canceled. 

 Bottom line: while U.S. consumer confidence has been resilient (eg, the U of Mich 
survey at 95.9 in early March), we believe there is considerably more downside in 
coming weeks. 

 
  

The Times  

The Stafford Act law empowers the Federal Emergency 

Management Agency (FEMA) to assist state and local 

governments during “natural catastrophes”. FEMA controls 

more than $40 billion in federal funding & could use that 

funding to help build medical facilities and transport 

patients, among other measures. -Reuters, 3/13/2020 
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GLOBAL POLICY RESPONSE STILL DEVELOPING 

(THE 2008 “ALPHABET-SOUP” COULD RESURFACE IN 2020) 
 
 
  

CNBC  

CNBC  

E.U. triggering 
crisis clauses …  

Some of the tools that could be adjusted or revived to 

support markets if credit conditions worsen significantly: 

** Fed’s Discount window 

** Term Auction Facility (TAF): loans to banks that were 

too hesitant to turn to the discount window.  

** Commercial paper funding facility (CPFF) 

** Central bank liquidity swaps 

Reuters, 3/12/2020 

 

 

 

WSJ  
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MARCH HAS BEEN CANCELED 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Dr. Anthony Fauci noted the 2003 SARS epidemic had a mortality rate of 9% to 

10%. Since COVID-19 emerged in China two and a half months ago, “it clearly 

is not as lethal ... but it certainly spreads better,” he said, adding seasonal flu has 

a mortality rate of 0.1%. The WHO’s estimated mortality rate for COVID-19 

started off at 2%, Fauci said. If you count all the estimated cases of people who 

may have it but haven’t been diagnosed yet, the mortality rate is probably closer 

to 1%, he said, “which means it’s 10 times more lethal than the seasonal flu.”  

CNBC, 3/11/2020 

 

The Hill  

CNBC  

The attending physician of Congress and the Supreme Court, Brian Monahan, 

briefed Senate staff on Tuesday afternoon and said that he expects 70 million to 

150 million people in the U.S. will contract the coronavirus, two sources tell 

NBC News.  

 

NBC News, 3/11/2020 

1% mortality vs. these 

estimates …  

NBC Sports  

FT  

ESPN  

NYT  
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GROCERY SHELVES IN PHOENIX 
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REITERATING U.S. RECESSION BASE CASE 
 

 The “cure” for the COVID-19 global spread has been to shut the economy down.  
Banks should fill some immediate credit needs, but could tighten lending standards 
going forward. This will limit the Fed’s ability to stimulate the economy (though they 
will still likely lower interest rates).  National policy measures (eg, fiscal policy) to fill 
the gap are still developing.  Yet, the U.S. economy is continuing to shut down now 
(eg, public schools closing for an extended period). 
 

 We are putting the odds of a 2020 U.S. recession at 75%. 2Q real GDP could fall 
sharply q/q (we’re using -4% q/q annualized). The loss of energy capex also plays 
into this calculation with the global oil price war last weekend. 

 

 Sectors of the economy that had been under pressure (eg, mfg) will likely fall further. 
The U.S. mfg PMI could fall to 40 in the coming months.  

 

 Sectors of the economy that had been improving (eg, housing) are likely to be 
interrupted by 1) medical calls for “social distancing” and then by 2) job loss.  

 

 The FOMC should cut rates to 0% and offer forward guidance that rates will stay 
low until unemployment peaks and is clearly coming down. More QE is possible.  

 

 Fiscal policy offered some support, but needs to do more. We believe a package of 
roughly +1% of GDP by April is necessary.  
 
 

 
STRATEGAS ECONOMIC FORECASTS 

 

 

 
  

  2018 2019 2020 

  4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1QF 2QF 3QF 4QF 

Real GDP Q/Q % AR 3.6% 2.6% 3.5% 2.9% 1.1% 3.1% 2.0% 2.1% 2.1% 0.7% -4.0% 0.0% 3.2% 

Core CPI  Q/Q % AR 2.3% 2.6% 2.2% 1.9% 2.0% 2.2% 2.2% 2.8% 2.0% 2.0% 2.3% 1.9% 1.5% 

Fed Funds EOP 1.5% 1.8% 2.0% 2.3% 2.5% 2.5% 2.5% 2.0% 1.8% 0.8% 0.3% 0.3% 0.3% 

 
             

F = Forecast; EOP = End of Period, a = actual          
Note: Fed forecast lists top of expected range 2015:4Q forward.       
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U.S. MFG HAS ADDITIONAL DOWNSIDE …  
 

 
 
 

… AND THE U.S. HOUSING BOUNCE COULD PAUSE 
 

 

The Atlantic 

Housing could help lead on the 

other side of the downturn, but 

there’s likely risk of disruption 

first if foot traffic slows now …  
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STILL WATCHING FOR U.S. UNEMPLOYMENT TO RISE 
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APPENDIX – IMPORTANT DISCLOSURES 

 

This communication was prepared by Strategas Securities, LLC (“we” or “us”) and is intended for institutional 

investors only. Recipients of this communication may not distribute it to others without our express prior consent. 

This communication is provided for informational purposes only and is not an offer, recommendation or solicitation 

to buy or sell any security. This communication does not constitute, nor should it be regarded as, investment research 

or a research report or securities recommendation and it does not provide information reasonably sufficient upon 

which to base an investment decision. This is not a complete analysis of every material fact regarding any company, 

industry or security. Additional analysis would be required to make an investment decision. This communication is 

not based on the investment objectives, strategies, goals, financial circumstances, needs or risk tolerance of any 

particular client and is not presented as suitable to any other particular client; therefore, this communication should 

be treated as impersonal investment advice. The intended recipients of this communication are presumed to be 

capable of conducting their own analysis, risk evaluation, and decision-making regarding their investments.  

 

For investors subject to MiFID II (European Directive 2014/65/EU and related Delegated Directives): We classify 

the intended recipients of this communication as “professional clients” or “eligible counterparties” with the meaning 

of MiFID II and the rules of the UK Financial Conduct Authority. The contents of this report are not provided on 

an independent basis and are not “investment advice” or “personal recommendations” within the meaning of MiFID 

II and the rules of the UK Financial Conduct Authority.  

 

The information in this communication has been obtained from sources we consider to be reliable, but we cannot 

guarantee its accuracy. The information is current only as of the date of this communication and we do not undertake 

to update or revise such information following such date. To the extent that any securities or their issuers are 

included in this communication, we do not undertake to provide any information about such securities or their issuers 

in the future. We do not follow, cover or provide any fundamental or technical analyses, investment ratings, price 

targets, financial models or other guidance on any particular securities or companies. Further, to the extent that any 

securities or their issuers are included in this communication, each person responsible for the content included in 

this communication certifies that any views expressed with respect to such securities or their issuers accurately 

reflect his or her personal views about the same and that no part of his or her compensation was, is, or will be directly 

or indirectly related to the specific recommendations or views contained in this communication. This 

communication is provided on a “where is, as is” basis, and we expressly disclaim any liability for any losses or 

other consequences of any person’s use of or reliance on the information contained in this communication. 

 

Strategas Securities, LLC is a registered broker-dealer and FINRA member firm, as well as an SEC-registered 

investment adviser. It is affiliated with Strategas Asset Management, LLC, an SEC-registered investment adviser. 

Strategas Securities, LLC is also affiliated with Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and 

FINRA member firm, although the two firms conduct separate and distinct businesses. A complete listing of all 

applicable disclosures pertaining to Baird with respect to any individual companies mentioned in this 

communication can be accessed at http://www.rwbaird.com/research-insights/research/coverage/third-party-

research-disclosures.aspx. You can also call 1-800-792-2473 or write: Robert W. Baird & Co., PWM Research & 

Analytics, 777 E. Wisconsin Avenue, Milwaukee, WI 53202. 

 

 

 
 

 


