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C an you believe that it is only mid-March? It already feels 
like the last two weeks have seen more developments 
than most years since – and indeed before – the 2008 

financial crisis! In this long business cycle, everything has 
been moving in slow motion: weak credit creation, weak cap-
ital-expenditure (capex) spending, weak inflation and so on. 
Not so, it turned out, in the almost daily series of stock-market 
plunges that ended the 11-year-long equity bull market in the 
United States and much of the rest of the world.

Such market corrections do not necessarily spell economic 
doom in and of themselves. Since Wall Street's Black Monday 
crash in October 1987, central banks in the U.S. and the Euro-
zone have been willing and, eventually, able to calm investor 
nerves by cutting rates, injecting liquidity or both. This time 
around, they have so far appeared powerless to limit conta-
gion – the viral spread of fear, if you wish. Much the same, 
sadly, can be said about the novel coronavirus Covid-19, 
which was officially declared a pandemic by the World Health 
Organization (WHO) on March 11. On the same day, the U.S. 
announced a ban for European air passengers. 

To avoid being overly influenced by the recent apocalyptic 
market mood it might be helpful to recall what the world 
economy felt and looked like only six short weeks ago. January 

finally saw the long-hoped-for phase-one trade deal between 
the United States and China. Brexit, too, finally happened, 
removing another persistent source of uncertainty, at least for 
now. Not coincidentally, there were also indications that the 
weakness in global manufacturing was beginning to fade. Our 
hopes that services, coupled with solid private consumption, 
would carry us through a phase of weakness in manufactur-
ing, seemed to be holding. 

But then, Covid-19 introduced a hefty dose of uncertainty and 
downside risks to our forecasts. How to model an expected 
quarterly global growth pattern, without even knowing 
exactly where and how the disease might strike next? Back 
then, Covid-19 still seemed to be far away from the Western 
world, but the growth in daily infections in Hubai province 
appeared extremely troubling. Would we see a second wave 
of new infections in China, once normal business activity 
resumed later in the year? Or perhaps elsewhere? And when 
exactly would China return to work at full capacity, or at least 
at pre-crisis levels again? Along with the whole analyst com-
munity, we have been searching and tracking all sorts of daily 
data. We didn't just look at new Covid-19 infection cases, but 
also at things like traffic congestion, air pollution and other 
indicators for Chinese cities, some of which, to be perfectly 
frank, I had never heard of before the virus outbreak.  
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_ Covid-19 is not just a medical issue anymore. It has had 
a series of knock-on effects in financial markets.

_ Given financial-market contagion on top of supply-chain 
concerns and epidemiological uncertainty, modelling 
an expected quarterly global growth pattern is  
challenging.

_ As a result, unusually large bands of uncertainty  
surround our forecasts.
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This article is as of March 16, 2020. While the story line still reflects our current thinking, the coronavirus' rapid spread and the drastic mea-

sures to contain it will probably force us to adjust our forecasts downwards.
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Now, we need to translate the new information into gross-do-
mestic-product (GDP) forecasts. Ahead of the outbreak of the 
coronavirus, we had penciled in a "natural" annualized growth 
rate of about 6% for China in 2020. From that, we now expect 
a sharp slowdown in China's growth to an annualized –1.5% 
in the first quarter, before a strong rebound we believe likely 
to start in the course of the second quarter, driven by factors 
like a restocking of depleted inventories, pent-up demand for 
some goods and services and supported by substantial mac-
roeconomic stimulus. 

After the rebound, we expect Chinese growth to moderate 
again into the second half of 2020. That would leave us with 
an overall growth figure of 5% for the full year 2020. However, 
plenty of uncertainty surrounds that figure in both directions. 
As a statistical, if not medical, matter, Covid-19 uncertainty 
spills over into our forecasts for 2021, too. By then, we expect 
the disease to be well contained. As a result, year-on-year 
comparisons should heavily flatter China's growth in the first 
quarter – and more so the weaker this year's first-quarter 
growth to be announced on April 17, 2020. 

I have explained our approach to forecasting Chinese growth 
in detail partly to illustrate how difficult modelling an expected 
quarterly growth pattern is, even once we know, more or less, 
how the disease has developed during the initial period. In 
China, the number of new infections has slowed to a trickle in 
recent days. As for the rest of the world, matters will proba-
bly get worse, potentially much worse, before they get better. 
Plenty of uncertainty remains. According to the WHO, South 
Korea currently has around 8,300 confirmed cases, thereof 74 
deaths and new infections appear to be declining. By contrast, 
Italy has seen nearly 25,000 people getting infected and over 
1,800 deaths at the time of writing1. This has prompted the 
Italian government to essentially put the entire country under 
quarantine.    

In coming weeks, new clusters of cases are likely to emerge 
around the world. Against this backdrop, we have cut our 
2020 economic growth forecasts to 1.0% instead of 1.6% for 

the United States, 0.0% instead of 0.6% for the Eurozone and 
2.5% for the world economy, followed by a fairly sharp rebound 
in 2021. The stagnation in Europe partly reflects the situation in 
Italy, and our current thinking on how Covid-19 might develop 
in other countries. Plenty of uncertainty remains, however, not 
least in terms of the containment measures countries might 
take and how effective those might prove to be. Of course, 
countries also have different starting points in terms of eco-
nomic momentum before the virus struck. For example, Italy 
had already been stagnating, after a sharp contraction in the 
last quarter of 2019. In Japan, we had to make a sharp down-
ward adjustment despite new Covid-19 infections through 
local transmission appearing unusually well contained. Sim-
ilarly, we have had to cut our forecast for Asian emerging 
markets to 5.4% for 2020, mainly reflecting the slowdown in 
China.

Perhaps the biggest single reason for the uncertainty sur-
rounding our forecasts is the situation in the United States. 
On the one hand, the epidemic is in the early stages at the 
time of writing and so is the potential financial contagion from 
a lower oil price and turmoil in high-yield-bond and equity 
markets. On the other hand, momentum looked solid heading 
into the crisis. Indeed, if it had not been for the coronavirus 
outbreak, we would probably have upgraded U.S. growth. 
That said (economists, after all, are notorious for having three 
hands), the evidence that the U.S. business cycle is maturing 
has been mounting. 

One sign is the stagnation in underlying U.S. corporate-sector 
profitability – unhelpful, to say the least, if corporate indebt-
edness becomes a major market concern. The U.S. labor mar-
ket also points towards a bottoming out in the unemploy-
ment rate. The number of temporary jobs is no longer rising. 
If matters get worse in terms of viral infections or fear-driven 
financial-market contagion, Covid-19 could derail this long 
economic recovery. Or it may provide it with a new lease on 
on life thanks to various stimulus measures. We continue to 
lean towards the second scenario, but admit that unusually 
large bands of uncertainty surround our forecast.

1 https://www.who.int/docs/default-source/coronaviruse/situation-reports/20200316-sitrep-56-covid-19.pdf?sfvrsn=9fda7db2_6
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*As disclosed in Job Openings and Labor Turnover Survey (JOLTS)
Sources: U.S. Bureau of Labor Statistics, DWS Investment GmbH as of 2/20/20

Since the end of 2018, job openings, as measured by the Job Openings and Labor Turnover Survey (JOLTS) have declined signifi-
cantly but are still above the number of unemployed.
thousands thousands
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*Corporate profits with inventory-valuation and capital-consumption adjustments
Sources: Bureau of Economic Analysis, DWS Investment GmbH as of 2/25/2020

For a number of years, corporate profits, measured as receipts less expenses as defined in federal tax law, have been trending 
sideways. This is a typical pattern late in the business cycle.  

U.S. profitS have been Stalling
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GLOSSARY

Black Monday refers to the stock market crash on October 
19, 1987.

Brexit is a combination of the words "Britain" and "Exit" and 
describes the exit of the United Kingdom of the European Union.

A bull market is a financial market where prices are rising - 
usually used in the context of equities markets.

Capital expenditure (Capex) are funds used by a company to 
acquire or upgrade physical assets such as property, industrial 
buildings or equipment.

Emerging markets (EM) are economies not yet fully developed 
in terms of, amongst others, market efficiency and liquidity.

The Eurozone is formed of 19 European Union member states 
that have adopted the euro as their common currency and 
sole legal tender.

The financial crisis refers to the period of market turmoil that 
started in 2007 and worsened sharply in 2008 with the collapse 
of Lehman Brothers.

The gross domestic product (GDP) is the monetary value of all 
the finished goods and services produced within a country's 
borders in a specific time period.

High-yield bonds are issued by below-investment-grade-rated 
issuers and usually offer a relatively high yield.

Inflation is the rate at which the general level of prices for 
goods and services is rising and, subsequently, purchasing 
power is falling.

Stagnation in economics is referring to a period characterized 
by a lack of growth.
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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, offering 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 perfor-
mance 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 marketing 
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 Authority 
(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 suitability 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 changes 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 the investments and strategies suggested by DWS. The 
relevant tax laws or regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with respect to 
any tax implications on the investment suggested.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, pro-
jections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author's judgment 
as of the date of this document. Forward looking statements involve significant elements of subjective judgments and analyses 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.

© 2020 DWS Investments UK Limited 

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



Quarterly CIO View
Macro

6

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, recommendation 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 investments 
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, complete-
ness 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. Therefore, 
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 performance 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 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 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 doc-
ument has not been reviewed by the Australian Securities Investment Commission. 

© 2020 DWS Investments Australia Limited

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