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The Topic of This Month

Keyword of last year: New “coronavirus”

The new “coronavirus” wreaked havoc on the world in 2020. While global economic activity
shrank due to measures to stem a surge in infection including lockdowns, stock markets
showed resilience in the wake of both monetary and fiscal policies on an unprecedented scale
despite some turbulence for a while. The virus also promoted a shift of lifestyles. Online
shopping took root deeply among people staying at home, while a lot of people started to work
from home in 2020.

Governments imposed lockdowns to contain the “coronavirus”
infection

Pneumonia patients of uncertain origin were first discovered in December 2019 in Wuhan,
Hubei Province in central China. The World Health Organization (WHO) identified the cause of
their symptoms as the new “coronavirus” on 14th of January 2020 and declared an
international emergency over the virus on 30th in the same month. The virus has spread
across the world since then through other Asian nations including Japan. Major western
countries were forced to impose lockdowns in March onwards. The accumulated number of
worldwide coronavirus cases reached 75 million as of 21st December 2020.

The International Monetary Fund (IMF) expects the global economy to shrink 4.4% this year
after a 2.8% expansion in 2019 given am impact of restrictions on economic activities such as
lockdowns. If we focus on the April-June quarter when the pandemic dealt a crushing blow to
the global economy, US, Japan’s and the Eurozone’s GDP sank 31.4%, 29.2%, 39.2% per
annum respectively from the previous quarter. While each region or nation saw sharp rebounds
in the July-September quarter, we cannot expect a full-scale recovery until 2021 or after given
the recent tighter restrictions on economic activities following the coronavirus resurgence.

Investors turned bullish as early as late March

Stock markets behaved differently from the real economy. The Dow Jones Industrial Average
plunged in late February, but turned up after hitting year-to-date bottom at USD18,591.93 on
23rd of March and continued rising, it is trading at USD30,216.45 as of 21 December after
topping the 30000 mark on 24t of November. It seems stock prices have been buoyed by
expectations of large-scale monetary and fiscal policies as well as those of economic recoveries
following coronavirus vaccine breakthroughs.

Moderate economic recoveries are likely with a rollout of vaccine
programs

The coronavirus also played a role to spread new lifestyles such as teleworking. The shift to e-
commerce accelerated following shelter-at-home policies, boosting household consumption.
While we have to keep an eye on risk factors such as a coronavirus variant that has been
reported in recent months, economies are likely to recover moderately from 2021 onwards
given expectations for additional large-scale stimulus packages in the US.
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