
 

 

Insights and Observations: First Quarter 2020 

The coronavirus pandemic is causing a significant reallocation of labor.  Temporary-work agencies, 
important facilitators of the effort, are reporting unprecedented workforce shifts.  

 

 

 

A record 3.28 million people applied for unemployment benefits last week, while companies like Walmart 
and CVS were seeking nearly 500,000 new employees.  Most of the job shifts will probably prove to be 
temporary, and economists do not expect such job sector booms will offset the millions of job losses 
anticipated over the next few months. 

 

 
The economic stimulus bill enables certain student loan borrowers to stop making monthly payments 
through September 30.  Interest will be suspended, and the account will remain in good standing.  
According to a report by JPMorgan Chase Institute, a typical family spends $179 per month on student 
loan payments.   

The Institute for College Access and Success estimates that the suspension of payments could free up as 
much as $50 billion for families over the next six months.  The stimulus bill also allows employers to 
contribute up to $5,250 toward each worker’s student debt through December 31 … without any tax 
consequences to the employee. 
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Tens of thousands of jobs open up overnight.  We have to move within hours. 
Becky Frankiewicz, President - Manpower N. America – WSJ 3/29/20 
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Many universities in the U.S., Europe and Australia rely on revenue from foreign students.  The U.S. 
hosted nearly 1.1 million international students in the 2018-2019 academic year.  At Australia’s top 
universities, one in ten students are from China.  Chinese students spend an estimated $40 billion a year 
globally on overseas tuition.   

Recent travel bans because of the coronavirus have had a significant financial impact on several Australian 
universities.  A few weeks into the start of their fall semesters, they are missing tens of thousands of 
students.  Because Australia imposed a ban on Chinese arrivals, many were Chinese students who 
couldn’t return to the country after the Lunar New Year holidays. 

 

 

 

 

 
 
Emerging market economies owe China an estimated $200 billion, with much of the debt traced to 
China’s “Belt and Road” initiative.  This initiative seeks to expand economic opportunities for Chinese 
firms through the financing and building of infrastructure.  Most of the debt goes unreported in official 
statistics.   

That would in effect give the employee a tax-free raise, because normally 
such contributions would be treated as taxable income.  Few employers offer 
student-loan assistance, but the number is rising. 

Josh Mitchell – WJS 3/29/20 
 

What’s happening here (Australia) could be a prelude of things to come for 
U.S. universities in the fall semester. 

Rachel Pannett – WSJ 3/29/20 
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China’s opaque lending can lead investors to underestimate the risks of lending to these countries.  
Research estimates that about a dozen of the poorest countries owe debts to China equal to 20% of more 
of their annual GDP. 

 

 

 

 

China tends to lend at commercial rates, and often times secures the loans against a country’s natural 
resources.  The overall concern is that China uses indebtedness of weaker neighbors to gain leverage and 
pursue strategic objectives. 

 
 

U.S. crude oil prices were down 54% for the month and 66% for the quarter … their largest monthly and 
quarterly declines ever.  Oil prices have been hit by the double whammy of a coronavirus demand shock 
and a supply shock from the price war between Saudi Arabia and Russia.  

 

 

 

 

Investors need to be very, very leery of what’s going on. 
Carmen Reinhart, Harvard University – WSJ 3/30/20 

 

The debt burden from these projects is very quickly going to become 
unsustainable for many, many, many countries.  This is scary stuff. 

Danny Russel, former State Department diplomat – WSJ 3/30/20 

Wars have been fought for it and lost for lack of it but, all of a sudden, nobody 
wants oil. 

Spencer Jakab – WSJ 3/31/20 
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At about $20 a barrel, oil prices are at 18-year lows.  The price decline has hurt energy producers around 
the world, including U.S shale companies.  An estimated 20 million barrels a day, one in five produced, is 
not being consumed.  In the second quarter, oil demand is expected to decline by as many as 14 million 
barrels per day … which is about as much as China’s total consumption.  

 

 

 

 

 

Revenues from oil and gas for many members of the Organization of Petroleum Exporting Countries are 
projected to fall by 50% - 85% in 2020 … the lowest level in two decades according to an analysis by the 
International Energy Agency.  The governments of Iran, Iraq, Algeria, Libya, Angola, and Venezuela are 
considering significant spending cuts.   
 

 
The U.S. became the world’s largest oil producer in 2018.  In March, the U.S. was producing 13 million 
barrels per day, about 50% more than in 2016 and 150% more than in 2011.   

Even before the coronavirus, shale companies were struggling to make debt payments.  In fact, more than 
three dozen companies filed for bankruptcy last year.  Analytics firm HIS Markit expects U.S. daily gasoline 
demand over the next four-to-six weeks to be less than half of normal levels. 

 

 

 

With Saudi Arabia preparing to flood oil markets with a surge of output 
beginning as early as Wednesday, several of its OPEC brethren are cutting 
expenditures as they struggle to respond to the ravages of the kingdom’s oil-
price war with Russia. 

Faucon/Coles/Said – WSJ 3/31/20 
 

Lower prices at the pump typically encourage people to log in more miles.  
Not this time.  Fuel demand is plummeting as millions hunker down to stem 
the spread of the new coronavirus.  

Elliott/Gold – WSJ 3/30/20 
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Consider the following excerpts from “How It All Started: China’s Early Coronavirus Missteps” – WSJ 
3/6/20: 

• The dominant theory is that the virus originated in a bat and jumped to humans via other live, or 
dead, wild animals, probably sold in the Hua’nan market. 

• Epidemiologists who have studied the case data say the virus could have jumped from an animal as 
early as October or November, and then spread among individuals who either never got noticeably 
sick or didn’t seek medical care. 

• By the second week of December, several Hua’nan workers were falling sick with similar 
symptoms. 

• Even at this initial stage, there were indications that it was spreading to people with no market 
exposure – a signal of human-to-human transmission. 

• By December 21, there were about three dozen people showing similar symptoms who would later 
be identified or suspected coronavirus cases.  At the time, though, doctors had yet to establish the 
common link between them. 

• In late December, doctors finally established the Hau’nan link.  But they were prevented by Chinese 
authorities from alerting their peers, let alone the public. 

• Even after Chinese President Xi Jinping personally ordered officials to control the outbreak on 
January 7, authorities kept denying it could spread between humans – something doctors had 
known was happening since late December – and went ahead with a Chinese Lunar New Year 
banquet involving tens of thousands of families in Wuhan. 

• Mr. Xi was also leading the response when authorities let some five million people leave Wuhan 
without screening, and when they waited until January 20 to announce the virus was spreading 
between humans.  
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So much has changed in just three months.  Treasury Secretary Steven Mnuchin attended a World 
Economic Forum dinner in Davos, Switzerland on January 23.  Earlier that day, Chinese officials said they 
were cutting transport in and out of Wuhan, the epicenter of the health crisis.   

According to Mr. Mnuchin, after 45 minutes of conversation about climate change and trade, no one at 
the dinner had mentioned the most important issue facing the world … the deadly new coronavirus 
spreading across China.  Now, with the U.S. in the pandemic hot zone, Mr. Mnuchin is in charge of 
executing the unprecedented $2 trillion relief package. 

 

 

 

 

 

 

The next six months may be as challenging a time to be Treasury secretary as 
any since the Second World War. 

Former Treasury Secretary Lawrence Summers – WSJ 3/31/20 
 

When doctors did learn enough to sound the alarm, their efforts were stymied 
as the crisis became enmeshed in politics, both at the local and national levels.  
China has rejected any criticism of its epidemic response, saying it bought time 
for the rest of the world.  A Wall Street Journal reconstruction paints a different 
picture … 

Page/Fan/Khan – WSJ 3/6/20 
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During the coronavirus pandemic, traditional retail businesses have struggled while e-commerce has 
thrived.  According to Rakuten Intelligence, which tracks electronic receipts, U.S. e-commerce sales rose 
24% from March 1-17, compared to the same period a year ago.   

 

 

 

 

 

 

 

The virus has accelerated shifts that were already underway in the economy.  The question is whether 
these forced changes will prove to be permanent.  Also, surging sales do not necessarily mean higher 
profits.  Target Corporation recently warned investors that margins could fall despite recent sales 
increases.   

 

Consider some of the potential longer-term impacts of the global coronavirus pandemic: 

• How we live, work and play will increasingly center around our home.  Travel and conference 
budgets will be slashed, and video conferencing and super-fast in-home broadband will become 
the new norm. 

• Home improvement projects will increase, along with the demand for locally produced products 
and services. 

Many bricks-and-mortar retailers, which have seen falling foot traffic for years 
due to online competition, have now shuttered their stores while online 
merchants watch sales boom.  And sectors that had long resisted the move 
online are now joining in: Doctors and therapists offer telemedicine 
appointments while their offices sit nearly empty; yoga studios and other fitness 
providers are offering remote sessions; schools and universities have moved 
classes online. 

Harriet Torry – WSJ 4/1/20 
 



 
 

Insights and Observations   8 

• The pandemic has underscored the risk of having 30% of the world’s manufacturing output 
concentrated in a single country.  Expect major advances in robotics and automation to move 
supply chains closer to where products are consumed.   

• Better personal hygiene and improved health will lead to a greater focus on healthy living.  What 
we eat and where it comes from will be top of mind.  While 50% of U.S food consumption takes 
place at home, expect that percentage to increase going forward. 

• The mandate to stay at home should result in considerable growth for the virtual healthcare 
industry.  Medical spending will become more efficient, with a greater focus on research and 
development to find innovative solutions to the world’s growing healthcare concerns. 

 

 

 

 

 

 

COVID-19 will eventually be defeated … In the meantime, let’s push aside the 
overwhelming feelings of daily distraction and focus our attention on the longer-
term impacts of the pandemic.  Only then can investors more thoughtfully 
manage the risks and identify the opportunities in the coming post-coronavirus 
environment. 

Michael Arone, CFA, State Street Global Advisors – 3/31/20 
  
 


