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1. Public health 
- Key Covid-19 trends continue. In most continental European countries, infection rates continue to trend lower, with daily case growth now 

below 0.5%. This has allowed governments to start lifting containment measures, taking the first step towards reopening their economies. 
The UK and the US are lagging further behind in the path of the epidemic with case growth closer to 1.5%, and consequently lag in their 
reopening  

- With much of Western Europe looking to reopen parts of their economies, we have now seen weeks of daily case growth under one percent 
in countries such as Italy, Spain, France, Switzerland and Germany. We are monitoring case numbers now that the governments are relaxing 
restrictions. The obvious risk is that renewed waves of the virus, reviving people’s fears, would be a big negative for the economy 

- In Asia, where the process of dealing with the epidemic is more advanced, there have been occasional clusters of infections. But authorities 
have been proactive in taking the appropriate measures needed to control these. This follows a well-established “hammer and dance” 
process of first bringing down infection rates, and then containing small outbreaks. Singapore’s cluster management, or the more recent 
measures taken by South Korea, fit this framework. 

 
2. Monetary and fiscal measures 

- The LIBOR-OIS spread has narrowed to 26 basis points, the narrowest since the beginning of March. This is welcome and illustrates the 
improvement in interbank money markets. Nonetheless, future developments need monitoring given the renewed tensions between the US 
and China. For now it seems that money market functioning is very close to normal levels. 

 
3. Economic impact 

- Evidence is mounting that economic conditions, while far from good, are starting to improve. We continue to see early signs of turnaround 
in daily and weekly indicators 

- Overall, levels of activity have bottomed, i.e. are not worsening, and economic momentum has picked up 
- People in all countries are leaving home more frequently, with Apple and Google Maps data suggesting that mobility activity is 

around 75% of usual levels, up from 50% a month ago 
- In Asia, urban activities grew substantially, especially metro passengers in Beijing and Shanghai, both of which normalized to 80% 

of the 3Y average, indicating a return to offices  
- Demand for gasoline is rising as economies reopen, given the lack of interest for public transport 
- In the US, motor gasoline demand bottomed out and recovered about one-third of its decline since mid-March. Passenger 

screenings in US airports are also rising at about double the 14 April low, but still 93% off its year-ago level  
- Although initial jobless claims were still as high as 2,981,000 in the week ending 9 May, the relatively modest increase in continuing 

claims in the week before, suggests the number of people returning to work was nearly as high as the number of people losing a 
job. In other words, the number of people returning to their jobs almost offset new job losses, which indicates that unemployment 
might be close to peaking 

- In Europe, wage subsidy programmes have been effective at preventing more damage to employment as shown by last week’s 
employment report. Around 25% of the eurozone’s workforce is now on one of these schemes. In Germany an estimated 10 milion 
workers are covered, compared with just 1.5 million in early 2009 

- We know Europe’s experience with these programmes has been different from the US, but the US has been generous in expanding 
unemployment insurance benefits and the introduction of its Paycheck Protection Program (PPP). Americans on unemployment 
insurance are almost all on “temporary layoff”, meaning that they expect to get their job back within six months  

 
- On the other hand, measures of discretionary consumer spending will struggle to pick up. Store sales in the US, Europe and Asia show only 

a slight improvement from previous weeks. Air passenger numbers have nearly doubled but remain less than 10% of last year’s levels. 
Movie theatre sales are close to zero while in-person diner numbers are running below 5% of usual levels. Demand in these sectors is 
unlikely to recover fully until fear of the virus dissipates further 

- This appears consistent with our view that consumption will only recover gradually while construction and manufacturing activity will improve 
faster. This is the case with Asia and China where industrial production has recovered but retail spending is slower, and so building inventory. 
Many economies will look similar as shown by last week’s weak retail sales report in the US 

- This highlights the uneven nature of the recovery and that, even after an initial improvements, the economy will operate below pre-virus 
output levels for some time and until at least late 2021 

- The question of how quickly demand recovers also holds the key to the path of inflation. Right now, the weakness of aggregate demand 
means the virus is disinflationary.  

 
4. Portfolio positioning 

- In recent months, we have increased the liquidity profile of our portfolios and strengthened portfolio shields, whilst keeping a slight 
underweight in equities. This also reflects the risk of low oil prices. Post-pandemic, we expect to see growth in IT and health care, which 
dominate US stock indices, and we favour US equities over European stock markets. We have also increased exposure to investment-grade 
credit. 
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COVID-19 Dashboard 
New infections as at 17.05.2020 
 

 
Sources: Bloomberg, IMF, Lombard Odier calculations 
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COVID-19 Dashboard – Emerging market focus 
New infections, total infections, total deaths, fiscal stimulus and monetary policy as at 17.05.2020 
 

 
Sources: Bloomberg, WHO, IMF, World Bank, Lombard Odier calculations 

 
1. Public health 

- The pace of new infections is declining in our sample of emerging countries in the dashboard. A simple average of the daily growth in 
confirmed cases stands at 3.8%, down from 4.2%, 4.7%, 5.1%, and 6.6% in the preceding four weeks  

- The two countries reporting the biggest increases in confirmed cases are Russia (272,000 vs. 199,000 last week) and Brazil (234,000 vs. 
156,000 last week). The virus curve appears to be peaking in Turkey where confirmed cases are 148,000 vs. 137,000 last week  

- Adjusted for population size, the pace of new infections is highest for Chile followed by Russia and Brazil  
- However, both Russia and Turkey have far higher testing levels at 27 and 13 tests per 1,000 people, compared with India, Indonesia and 

Mexico at fewer than 1 test/1,000. The higher numbers in Russia and Turkey may be a function of a substantially higher testing. Countries 
with low levels of testing such as India, Indonesia, Mexico, and Brazil and – to a lesser extent – Colombia and South Africa, may see their 
numbers increase. 

 
LATAM lockdown news:  

- Mexico will lift a quarantine for 10% of municipalities where there are no confirmed virus cases starting 18 May, and will begin to reopen the 
rest of the country on 1 June. Mexico City, one of the epicentres,  will remain at the highest level of lockdown  

- In Brazil, the response to the virus has been chaotic. Protests continue with President Jair Bolsonaro’s supporters opposed to social isolation 
rules. This past week, the President classified gyms and beauty salons as essential businesses, at odds with health ministry 
recommendations. The health minister resigned last week, a few weeks after his predecessor was fired after clashing with Mr Bolsonaro. 
Justice Minister Sergio Moro, one of the most popular and powerful figures of the far-right administration, has also resigned, after the 
President sacked the head of Brazil’s federal police. Mr Moro’s exit may weaken his support and increase impeachment risks 

- On the other hand, Colombia has one of the strictest containment measures in LatAm, and the country remains in lockdown until 25 May  
- Chile has used selective rather than nationwide lockdowns. The capital city Santiago went into lockdown 15 May following a rapid rise in 

cases.  
 
ASIA lockdown news:  

- Thailand loosened lockdown rules by allowing shopping malls to reopen. Thailand remains under a state of emergency through May but 
began easing its lockdown at the start of the month by lifting an alcohol ban and re-opening restaurants    

- In Malaysia schools remain shut and religious and sports gatherings banned. Malaysians can’t freely travel over the Eid-al Fitr holiday  
- India’s nationwide lockdown is extended until 31 May  
- Indonesia is set to ease social distancing rules in some areas. Indonesian government officials have begun discussions to begin reopening 

the economy in five phases starting June, with the economy completely reopened by late July or early August. 
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CEEMEA lockdown news:  
- In Turkey, the number of provinces locked-down on weekends and national holidays has halved. Other restrictions have eased, including 

the opening of malls and hairdressers  
- Russian President Vladimir Putin announced the end of a six-week national stay-at-home order last week, making regional governors 

responsible for relaxing local lockdowns   
- South Africa remains under lockdown though restrictions were eased from 1 May. South Africa is considering easing lockdown rules in some 

areas with low infection rates, and kept in hotspots such as Cape Town. 
 

2. Monetary and fiscal measures 
- China’s National People’s Congress will be held on 22 May where the fiscal policy support for the economy will be raised. There will be 

some focus on the growth target, which last year was 6.0 -6.5%  
- The Bank of Thailand is poised to cut rates by 50 basis points to 0.25%, while Bank Indonesia will probably keep rates at 4.5%  
- Last week, the Indian government announced a total fiscal package of USD265 billion or 10% of GDP. About half of this includes measures 

already announced. The measures focus on credit guarantees and interest subsidies, coupled with proposed tax breaks for new plants and 
incentives for overseas companies to invest  

- In LatAm last week, Mexico’s central bank cut the monetary policy interest rate by 50 basis points to 5.5%, as widely expected  
- The minutes for the Brazil central bank meeting – at which the central bank cut interest rates by 75bp to 3.0%, suggested that there is a 

“lower bound” for rates, though it may be lower than current levels   
- Chile’s central bank asked the International Monetary Fund for a flexible credit line to shield its financial system. While the country has low 

debt levels, its foreign exchange reserves remain relatively low, at USD36.9 billion, covering six months of imports  
- In CEEMEA, the central banks in Turkey and South Africa meet this week. The Turkish central bank is expected to cut rates by 75bps to 

8.0%, with South African central bank will likely cut by 25bps to 4%.  
 

3. Economic impact 
- Q1 GDP releases are due in many countries this week, including Thailand, Chile and Peru and Russia. Data released last week showed 

Colombia GDP growing 1.1% year-on-year in Q1, below expectations, for a 1.5% reading.  
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  



  
 Investment Strategy Cockpit  

 
 

Lombard Odier ∙ LOC00273_COVID-19 Strategy flash ·  18.05.2020 

COVID-19 Dashboard – Emerging market focus 
New infections as at 17.05.2020 
 

 
Sources: Bloomberg, WHO, IMF, Lombard Odier calculations 
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Normalised Economic Activity Dashboard 
Electricity, air quality, and congestion as at 17.05.2020, flights as at 14.05.2020 
 

 
* Data will be updated once it is available 

Sources: EPSIS, TEPCO, ENTSEO, EIA, AQICN.org, TomTom, AirSavvi, Flightstats, TAS, Bloomberg, Lombard Odier calculations 
 
 
 
USD liquidity 
As at 18.05.2020 
 

 
Sources: Bloomberg, Lombard Odier calculations 
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In a context of reduced visibility due to social distancing and global lockdowns, investors should have very low expectations 
on the read across from the Q1 earnings season. Still, investors need to assess the impact of the pandemic on corporate 
earnings and the shape of the recovery to understand trading levels in equity markets, as well as what they would be willing 
to pay going forward. During this earnings season, we will summarise the most relevant data in a table, together with a few 
bullet points.  
 
 
Q1 2020 earnings season  
As at 17.05.2020 
 
 

 
Sources: Bloomberg, Lombard Odier calculations 

 

 
Sources: Bloomberg, Lombard Odier calculations  
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Sector takeaways 
 
Insurance 

- Q1 2020 earnings season indicated that individual property and casualty (P&C) is the business segment most resilient to Covid-19   
- As the risk of testing new lows on the financial markets fades – mainly due to the gradual removal of lockdown measures in Western 

economies – focus moved from the market-risk impact on investment portfolios, and onto liabilities, i.e. the impact on P&C technical reserves 
- The unprecedented potential P&C losses are likely to lead to a substantially harder pricing cycle, ultimately giving commercial lines and 

reinsurers some prospect of payback by 2022. 
 
Oil and gas  

- Q1 2020 results were generally better than feared across sub-sectors; most companies agree that Q2 2020 may be the worst ever 
- Q2 activity levels will fall by at least 20-30%, and global oil shut-ins are happening at an unprecedented pace due to low oil prices  
- Royal Dutch Shell’s decision to cut its dividend sent shockwaves across the sector; capital allocation decisions (and affordability) will remain 

the most important driver of share price performance.  
 
Utilities 

- Most companies with a large portion of regulated activities have managed to maintain full-year guidance despite Covid-19, although 
uncertainty has increased 

- Current capital programmes are mostly unaffected, although we see some delays for renewable auctions (mostly offshore US) 
- Companies with large unregulated businesses confirmed that lower power prices (cheap gas and lower demand) will weigh on full-year 

earnings. 
 
Industrials 

- Industrial companies reported solid backward-looking Q1 results but most did not provide many forward-looking statements 
- Most companies reported activity trending at -30% in late March and -40% in April. Using China as a guide, we assume Q2 declines of -25/-

30% and full year at -15/-20% 
- Weakness varies with medical and semiconductors best positioned compared with the worst-positioned Aerospace, Oil and Gas sectors. 

Digitalisation, automation and supply chain regionalisation were the main themes of the Q1 results season. 
 
Automobile 

- Carmakers and suppliers now expect global production to decline 20% to 40% in 2020 depending on the shape of the recovery in H2 2020 
- Q2 2020 will be severely impacted: companies expect a 40% to 60% fall in global car production, compared with a 23% decline in Q1 2020 
- Nevertheless, long-term strategic investments in “sustainable mobility” are confirmed at this stage as companies see the pandemic impact 

as temporary and incentives to boost car sales are discussed, in particular in Europe. 
 
Banks  

- Loan loss provisions are up sharply both in the US and in Europe and likely to remain at elevated levels throughout 2020 and possibly 2021 
in Europe. This puts pressure on the profitability of the sector, which is still overall at higher levels in the US than in Europe 

- CET1 ratios have also declined quarter on quarter, and this is expected to continue. Given regulatory restraint – especially in Europe – they 
remain well above requirements 

- The shift to digital has accelerated sharply, which may open the doors to further cost optimisation in the future. 
 
Consumer Discretionary  

- Internet retail sales surged during the confinement period, especially for essential goods, while other categories recently showed some signs 
of recovery after the initial drastic drop in demand. 

 
Telecommunication Services  

- Online advertising slowed materially during the month of March, but already showed early signs of stabilization in the first weeks of April 
- Covid-19 is already impacting telcos in their Q1 2020 results, with lower enterprise revenues, triggering top line revenue misses 
- Churn rates have fallen in Q120, helping lower subscriber acquisition costs 
- Advertising trends are down significantly (-35% YoY) but have less material impact on Q1 as most cuts only took effect mid-March. 

 
Information Technology 

- Even though most of the IT companies withdrew their quarterly and annual guidance due to the uncertain demand environment, the tone 
from managements remained cautiously optimistic on the eventual recovery later in the year 

- Despite the sharp falloff in license sales, software companies are coping reasonably well thanks to a higher proportion of revenues from 
recurring sources such as maintenance and subscription contracts 

- On the semiconductor and hardware segments, companies confirmed that datacentre activity is strong and expected to continue, mobile is 
declining while autos/industrials are weak and will take time to recover.   
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Chemicals 

- Unlike peers in China, chemical plants in the US and Europe are being idled and investments postponed in response to lower demand from 
the Covid-19-related slowdown 

- Depending on the commodity, demand destruction has seen volumes decline from 40% to over 50% in select commodities during the month 
of April 

- In response to the economic slowdown, capital expenditure for the current year is expected to decline on average -25% year on year, based 
on the companies that have reported so far. 

 
Healthcare 

- Drug demand will remain resilient in 2020 and the stockpiling seen in Q1 reverse over the year. The vast majority of biopharma firms have 
confirmed their annual guidance issued before the pandemic with several CEOs saying that the pursuit of Covid-19 therapeutics and vaccines 
may give the industry a once in a generation opportunity to improve its public image 

- Elective surgeries are expected to fall in Q2, with stabilization in Q3 and strong recovery in Q4 as economies reopen. In April, China is 
running at 60-70% pre-Covid levels 

- Resilient pharma companies maintain their capital allocation policies, with some considering bolt-ons, while cyclical names protect their cash 
by reducing Opex, Capex, and suspending dividends/share repurchases.  

 
Diversified financials  

- Q1 2020 degradation in asset managers’ blended performance is a leading indicator of the upcoming organic deceleration in Assets under 
Management, fuelled by investors’ higher risk aversion after the Covid-19 crisis 

- Credit card issuers cancelled their 2020 guidance post Q1 2020 results, as they need to build additional reserves against the inevitable 
deterioration in the quality of their credit portfolio. The pandemic has created uncertainties in their capacity to maintain a decent profitability 

- Q1 2020 emerging cyclical business opportunities – mainly related to increased trading derivative volumes and cash/collateral management 
– makes exchange and capital market infrastructure platforms the sub-sector’s great winners of the first phase of the Covid-19 crisis.  

 
Staples 

- Demand is sustained for essential goods but the price/mix is less favourable 
- Closed retail and out-of-home points of consumption have cut sales at staples companies by as much as 40%  
- Costs of business continuity and logistics are rising.  

 
Consumer Durables 

- With the major exception of China, luxury & apparel stores are closed worldwide  
- Chinese consumers, who account for one-third of global luxury consumption, are showing strong appetite for luxury after re-opening  
- Tourism-related sales, which account for around two-thirds of Chinese consumption, are currently moving to Mainland China, but combined 

consumption is lower than previous levels. 
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Valores (CNMV). 
Lombard Odier Gestión (España) S.G.I.I.C, S.A.U. 
Paseo de la Castellana 66 · 4a Pl. · 28046 Madrid · 
España · madrid@lombardodier.com 
Management Company supervised by the Comisión 
Nacional del Mercado de Valores (CNMV). 

MILAN 
Lombard Odier (Europe) S.A. · Succursale in Italia2 
Via Santa Margherita 6 · 20121 Milano · Italia 
milano-cp@lombardodier.com 
Credit institution supervised in Italy by the Commissione 
Nazionale per le Società e la Borsa (CONSOB) and la 
Banca d’Italia. 

MOSCOW 
Bank Lombard Odier & Co Ltd · Representative Office 
Moscow 
2 Letnikovskaya st., bld.1 · 115114 Moscow · Russian 
Federation · moscow@lombardodier.com 
Under the supervisory authority of the Central Bank of the 
Russian Federation. 

PARIS 
Lombard Odier (Europe) S.A. · Succursale en France2 
8, rue Royale · 75008 Paris · France. RCS PARIS B 803 
905 157 · paris@lombardodier.com 
Credit institution supervised in France by the Autorité de 
contrôle prudentiel et de résolution (ACPR) and by the 
Autorité des Marchés Financiers (AMF) in respect of its 
investment services activities. Business permit No. 23/12.  
Registered in Luxembourg No. B169 907. Insurance 
intermediary authorised by the Commissariat aux 
Assurances (CAA) No. 2014 CM002. The registration with 
the CAA can be verified at www.orias.fr. 
 

AFRICA | AMERICAS | MIDDLE EAST 

ABU-DHABI 
Bank Lombard Odier & Co Ltd · Abu Dhabi Global 
Market Branch 
Al Maryah Island · Abu Dhabi Global Market Square ·   
Al Sila Tower · Abu Dhabi · abudhabi@lombardodier.com 
Arranging Deals in Investments · Advising on Investment 
or Credit · Arranging Credit. Regulated by the ADGM 
Financial Services Regulatory Authority.  

BERMUDA 
Lombard Odier Trust (Bermuda) Limited 
3rd Floor, Victoria Place · 31 Victoria Street · Hamilton  
HM 10 · Bermuda · bermuda@lombardodier.com 
Licensed to conduct Trust, Investment and Corporate 
Service Provider Business by the Bermuda Monetary 
Authority. 

DUBAI 
Bank Lombard Odier & Co Ltd · Representative Office 
Dubai 
Conrad Business Tower · 12th Floor · Sheikh Zayed Road · 
P.O. Box 212240 · Dubai · UAE · dubai@lombardodier.com 
Under the supervisory authority of the Central Bank of  
the UAE. 

ISRAEL 
Israel Representative Office ·  
Bank Lombard Odier & Co Ltd 
Alrov Tower 11th floor · 46 Rothschild Blvd. · Tel Aviv 
6688312 · Israel · telaviv@lombardodier.com 
Not supervised by the Supervisor of Banks in the Bank of 
Israel, but by Swiss Financial Market Supervisory 
Authority which supervises the activities of Bank Lombard 
Odier & Co Ltd. 

JOHANNESBURG 
South Africa Representative Office · 
Bank Lombard Odier & Co Ltd 
140 West Street · Sandton 
Johannesburg 2196 · South Africa 
johannesburg@lombardodier.com 
Authorised financial services provider Registration number 
48505. 

MONTEVIDEO 
Lombard Odier (Uruguay) SA 
Luis Alberto de Herrera · Torre 2 · Oficina 2305 
11300 Montevideo · Uruguay 
montevideo@lombardodier.com 
Supervised by Banco Central del Uruguay. 

NASSAU 
Lombard Odier & Cie (Bahamas) Limited 
Goodman’s Bay Corporate Centre · West Bay Street ·  
P.O. Box N-4938 · Nassau · Bahamas 
nassau@lombardodier.com 
Supervised by the Central Bank of the Bahamas and the 
Securities Commission of the Bahamas. 

PANAMA 
Lombard Odier & Cie (Bahamas) Limited · 
Representative Office in Panama 
Oceania Business Plaza Torre 2000 · Oficina 38-D · Blvd. 
Pacifica · Urb. Punta Pacifica · Corregimiento de San 
Francisco · Panamá · panama@lombardodier.com 
Supervised by the Central Bank of the Bahamas and the 
Superintendencia de Bancos de Panamá. 
Lombard Odier (Panama) Inc. 
Oceania Business Plaza Torre 2000 · Oficina 38-D · Blvd. 
Pacifica · Urb. Punta Pacifica · Corregimiento de San 
Francisco · Panamá · panama@lombardodier.com. 
Supervised by the Superintendencia del Mercado de 
valores de Panamá. Licensed to operate as an Investment 
Advisor. Res. SMV No. 528-2013. 

ASIA - PACIFIC 

HONG KONG 
Lombard Odier (Hong Kong) Limited 
3901, Two Exchange Square · 8 Connaught Place · 
Central · Hong Kong · hongkong@lombardodier.com 
A licensed entity regulated and supervised by the 
Securities and Futures Commission in Hong Kong. 

SINGAPORE 
Lombard Odier (Singapore) Ltd. 
9 Raffles Place · Republic Plaza #46-02 · Singapore 
048619 · singapore@lombardodier.com 
A merchant bank regulated and supervised by the 
Monetary Authority of Singapore. 

TOKYO 
Lombard Odier Trust (Japan) Limited 
Izumi Garden Tower 41F · 1-6-1 Roppongi, Minato-ku · 
Tokyo 106-6041 · Japan · tokyo@lombardodier.com 
Regulated and supervised by the Financial Services 
Agency (FSA) in Japan. It holds a trust business license 
(FSA No. 208) and is registered with Kanto Local Finance 
Bureau for Financial Instruments Business Operator  
(No. 470). 
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