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PANDEMIC 2020: A PASSING MOMENT OR A NEW ERA 

THAT SHAPES OUR FUTURE? 

Contemplating how we will look back at this pandemic and 

see it in hindsight helps to predict the future. History is 

made by momentous events, both good and bad, but events 

that define an era are loud thunderclaps that echo and 

shake things well after their first bolt flashes. This pandemic 

is such an event. Epochal. It will hit previously distinct is-

sues hard and cause them to veer in different directions 

because of it. 

September 11, 2001, as grave the day, affected air travel 

for a time, but security at airports permanently. More broad-

ly, it affected policies on Iraq, energy, etc., even today. In 

that mindset, we can see the waves that big storms push 

onto future shores. This pandemic will affect U.S. elections 

and complicate many domestic and world issues as last 

recessions did or more. Including economic and political 

relations between the United States and China, emerging 

economy prospects, European-Union (EU) unity, U.S. fiscal 

health, nominal and real interest rates, taxes, healthcare, 

banking, energy, transportation, trade, migration, globaliza-

tion, tourism, consumption, retailing, environmentalism, 

labor costs, automation, factory / fixed asset location, baby 

boomer longevity, science and medicine. This pandemic 

greatly damages our immediate living standards – worse to 

come if poorly navigated – but it could spark innovations 

beneficial in the long-term. 

These effects are difficult to forecast, quantify and total; 

both the enormous net negatives near-term and perhaps 

positives long-term. But for now, we see no reason to 

change our cautious stance. We wait to better gauge this 

pandemic, identify the issues it intersects, and evaluate if 

positive, negative or neither for investors. Unlike many re-

cessions, this social and economic crisis originates from a 

force of nature rather than man. This might make investors 

more patient, optimistic and forgiving of financial harm or 

tolerant of that risk. Nevertheless, the threat is real and sub-

stantial. Our preference stays lower risk corporate credits 

and growth and defensive equities. 

NEW CYCLES TEND TO BRING NEW TRENDS, THEMES 

AND INVESTMENT LEADERSHIP 

A new cycle began with the recession that the coronavirus 

quickly started, but there is still no clear horizon. We go into 

this new cycle with the same dominant wind and current as 

before, but now with wild turbulence. Leadership cannot 

change until the horizon clears and guiding stars appear. 

We know little about the course we now take or the sea we 

sail. The abrupt shock perhaps did not allow prior cycle 

trends to fully play out and yet the shock brings new trends 

that could overpower those prior. Recessions and early 

cycle years are very uncertain and do not support peak 

price-to-earnings ratios (P/Es) on recovery earnings esti-

mates or leadership changes in pursuit of value opportuni-

ties before some glimpses are seen of the newly reset earn-

ing power and balance sheets. 

FIRST-QUARTER EARNINGS SEASON AND PRELIMI-

NARY ECONOMIC REPORTS CONFIRM RECESSION 

Big Banks dominated the first week of earnings season as 

usual. Results were very weak owing to large loan loss pro-

visions (LLPs) to boost credit loss reserves. In addition to 

large LLPs charged to net income, banks adopted Current 
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Expected Credit Loss (CECL) accounting rules. This new 

U.S. generally accepted accounting principles (GAAP) 

standard requires banks to estimate total credit losses that 

will be suffered on a loan over its full life instead of taking 

loss provisions in-line with nonperformance each period. 

Adopting this rule boosted loss reserves with charges di-

rectly to the balance sheet from equity via other comprehen-

sive income. We expect LLPs to be at first-quarter levels on 

average for full 2020. A loan in forbearance will not be con-

sidered delinquent or cause charges to reserves if perform-

ing according to the forbearance program. Loss reserves 

likely peak in the second quarter. 

Through last week, which is the second week of earnings 

season, a third of first quarter S&P 500 earnings per share 

(EPS) was reported. Week two had many non-financial mul-

tinationals report, especially from consumer staples and 

health care's big pharma and biotech and other non-

financial blue chips. It is weeks three to five, when most non

-defensive sectors such as industrials, energy, materials, 

auto, retailers, Real Estate Investment Trusts (REITs) and 

other non-financials most vulnerable to this recession re-

port. However, most mega cap technology and communica-

tions firms have yet to report. Companies are missing the 

reduced estimates at the first quarter end, but estimates are 

being further slashed just before a company reports, which 

is still happening. We expect first quarter S&P 500 EPS to 

be 28.00 to 31.00 dollars or down 20% to 30% year-over-

year. We expect second quarter S&P 500 EPS to be 10 to 

20 dollars or down 50% to 75%. Our 2020E (estimated) 

S&P 500 EPS is 110 dollars.  

PREVENTION MEASURES WILL SHIFT TO LOCAL, PRI-

VATE AND PERSONAL RESPONSIBILITY 

We expect federal-lockdown guidelines to be lifted by many 

states in mid-May. Most states will roll out opening steps by 

specific industry and public services and with city and coun-

ty rules that consider infection rates and risk factors like 

population density. We find the pace of contagion still con-

cerning in many big U.S. cities. Prevention will likely contin-

ue for longer in these cities and by their institutions and 

individual choice. 

GLOSSARY 

A balance sheet summarizes a company's assets, liabilities and 

shareholder equity. 

The credit market is the market for corporate bonds 

Defensive stocks are stocks from companies whose sales are ex-

pected to fluctuate less than the market average as the demand for 

their products are less tied to business cycles. 

Earnings per share (EPS) is calculated as a company's net income 

minus dividends of preferred stock, all divided by the total number 

of shares outstanding. 

The European Union (EU) is a political and economic union of 28 

member states located primarily in Europe. 

The S&P 500 is an index that includes 500 leading U.S. companies 

capturing approximately 80% coverage of available U.S. market 

capitalization. 

The U.S. dollar (USD) is the official currency of the United States 

and its overseas territories. 

Generally accepted accounting principles, or GAAP, are a set of 

rules that encompass the details, complexities, and legalities of 

business and corporate accounting. 

Market capitalization, in the context of an individual firms, is the 

number of shares issued multiplied by the value of the shares. 

The price-to-earnings (P/E) ratio compares a company's current 

share price to its earnings per share. 

A Real Estate Investment Trust (REIT) is a company that owns and, 

in most cases, operates income-producing real estate. REITs sell 

like a stock on the major exchanges and invest in real estate direct-

ly, either through properties or mortgages. 

The real interest rate is the nominal interest rate adjusted for infla-

tion as measured by the GDP deflator. 

A recession is, technically, when an economy contracts for two 

successive quarters but is often used in a looser way to indicate 

declining output. 
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IMPORTANT INFORMATION: EMEA 

The following document  is intended as marketing communication. 

DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. Clients will be 

provided DWS products or services by one or more legal entities that will be identified to clients pursuant to the contracts, agreements, of-

fering materials or other documentation relevant to such products or services. 

The information contained in this document does not constitute investment advice. 

All statements of opinion reflect the current assessment of DWS Investment GmbH and are subject to change without notice. 

Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical 

performance analysis, therefore actual results may vary, perhaps materially, from the results contained here. 

Past performance, [actual or simulated], is not a reliable indication of future performance. 

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This market-

ing communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading 

prior to the publication of financial analyses. 

This document and the information contained herein may only be distributed and published in jurisdictions in which such distribution and 

publication is permissible in accordance with applicable law in those jurisdictions. Direct or indirect distribution of this document is prohibited 

in the USA as well as to or for the account of US persons and persons residing in the USA.  

DWS Investment GmbH 2020 

 

IMPORTANT INFORMATION: UK 

Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial Conduct Au-

thority (Registration number 429806). 

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS 

brand are specified in the respective contracts, sales materials and other product information documents. DWS, through DWS Group GmbH 

& Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good faith and 

on the following basis. 

This document is a financial promotion and is for general information purposes only and consequently may not be complete or accurate for 

your specific purposes. It is not intended to be an offer or solicitation, advice or recommendation, or the basis for any contract to purchase 

or sell any security, or other instrument, or for DWS to enter into or arrange any type of transaction as a consequence of any information 

contained herein. It has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. 

This document does not identify all the risks (direct and indirect) or other considerations which might be material to you when entering into a 

transaction. Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser, 

whether the investments and strategies described or provided by DWS, are suitable and appropriate, in light of their particular investment 

needs, objectives and financial circumstances. We assume no responsibility to advise the recipients of this document with regard to chang-

es in our views. 

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee the accuracy, 

completeness or fairness of such information and it should not be relied on as such. DWS has no obligation to update, modify or amend this 

document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set 

forth herein, changes or subsequently becomes inaccurate. 

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding 

the tax consequences on the purchase, ownership, disposal, redemption or transfer of any investments and strategies suggested by DWS. 

The relevant tax laws or regulations of the tax authorities may change at any time.  

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, 

projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author‘s 

judgement as of the date of this document. Forward looking statements involve significant elements of subjective judgements and analysis 

and changes thereto and/ or consideration of different or additional factors could have a material impact on the results indicated. Therefore, 

actual results may vary, perhaps materially, from the results contained herein. No representation or warranty is made by DWS as to the 

reasonableness or completeness of such forward looking statements or to any other financial information contained in this document. 

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. 

© DWS 2020 

 

Publisher: DWS Investment GmbH, Mainzer Landstraße 11-17, 60329 Frankfurt am Main, Germany  

https://go.dws.com/cio-view-articles


CIO I VIEW Americas CIO View 

/ 4 All articles are available on https://go.dws.com/cio-view-articles CRC 075517 (04/2020) 

IMPORTANT INFORMATION – APAC 

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS 

brand are specified in the respective contracts, sales materials and other product information documents.  DWS Group GmbH & Co. KGaA, 

its affiliated companies and its officers and employees (collectively “DWS Group”) are communicating this document in good faith and on the 

following basis.  

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. 

Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the 

investments and strategies described or provided by DWS Group, are appropriate, in light of their particular investment needs, objectives 

and financial circumstances. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, rec-

ommendation or solicitation to conclude a transaction and should not be treated as giving investment advice. 

DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in considering invest-

ments and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, unless specified. 

Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income 

and principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any 

point in time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. The terms of 

any investment will be exclusively subject to the detailed provisions, including risk considerations, contained in the offering documents. 

When making an investment decision, you should rely on the final documentation relating to the transaction and not the summary contained 

herein. Past performance is no guarantee of current or future performance. Nothing contained herein shall constitute any representation or 

warranty as to future performance. 

Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee its accuracy, com-

pleteness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and estimates may be changed without 

notice and involve a number of assumptions which may not prove valid. All third party data (such as MSCI, S&P, Dow Jones, FTSE, Bank of 

America Merrill Lynch, Factset & Bloomberg) are copyrighted by and proprietary to the provider. DWS Group or persons associated with it 

may (i) maintain a long or short position in securities referred to herein, or in related futures or options, and (ii) purchase or sell, make a 

market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation. 

The document was not produced, reviewed or edited by any research department within DWS Group and is not investment research. There-

fore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions 

expressed by other DWS Group departments including research departments. This document may contain forward looking statements. 

Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical perfor-

mance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this material. Forward looking 

statements involve significant elements of subjective judgments and analyses and changes thereto and/or consideration of different or addi-

tional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results 

contained herein. No representation or warranty is made by DWS Group as to the reasonableness or completeness of such forward looking 

statements or to any other financial information contained herein. 

This document may not be reproduced or circulated without DWS Group’s written authority. The manner of circulation and distribution of this 

document may be restricted by law or regulation in certain countries, including the United States. 

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any 

locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be con-

trary to law or regulation or which would subject DWS Group to any registration or licensing requirement within such jurisdiction not currently 

met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, 

such restrictions. 

Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insurance Corporation 

(”FDIC“) or any other governmental entity, and are not guaranteed by or obligations of DWS Group. 

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by 

the Securities and Futures Commission. 

© 2020 DWS Investments Hong Kong Limited 

In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by 

the Monetary Authority of Singapore. 

© 2020 DWS Investments Singapore Limited 

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640) and the content of this 

document has not been reviewed by the Australian Securities Investment Commission. 

© 2020 DWS Investments Australia Limited 
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