
 

 
Economic Outlook Prior to Outbreak: 

 

1) Global monetary policy was very accommodative with 95% of the weighted global GDP easing 
monetary policy and there was significant fiscal policy expansion particularly in Asia, meant to 
offset slow global growth in 2019 after most countries in the world during 2018 were tightening 
monetary policy following the Fed in an effort to defend their currencies; 
 

2) US growth for the first Quarter was running at 2.7% as of March 2nd, prior to impacts from the 
Coronavirus; 
 

3) 10 of the 10 post WWII recessions were proceeded by significant monetary tightening that drove 
up long term interest rate; 
 

4) In 9 out of 10 of the post war recession there was a major housing recession caused by high long-
term interest rates, which reduced employment from construction and consumer durables that 
are driven by the housing sector. 
 

Impact of the Coronavirus: 

 

1) All viruses, including cold and flu, spread much more easily in cold/dry air conditions that exist 
during the winter months; 

2) It will take world health care institutions at least a month to perfect prevention, detection and 
treatment protocols; 

3) The non-China world will likely have non draconian provisions such as school closures, travel 
restrictions, and quarantines that will have limited economic impact relative to China’s lock down 
of the economy; 

4) China is ramping up production rapidly which is likely to mitigate any significant disruption of US 
production supply chains; 

5) The largest impact to the US economy will be a significant reduction in the US travel and leisure 
sector which represent about 5% of US GDP. 

Based on the above, we believe that the maximum level of uncertainty among the general 
population and investors will be during March and early April. 

- By the end of that period the degree of virus spread, appropriate response and economic 
impact will be easier to assess at that time and consumers are likely to return to more normal 
consumption patterns.  

 

 



 

Assuming a 30% impact on the travel and leisure sector, we estimate a 1.5% impact on GDP for 
approximately one to two quarters. 

- Potential GDP reduced from 2.5% to approximately 1% for one quarter or more, which could 
be conservative as assumes no offset of consumption on other goods or services by 
consumer; 

- No significant impact on employment as job market is tight, housing market is strong and 
consumers have a tail wind from lower oil prices and interest expense; 

- We expect economic growth to return to the 2.5-3.0% range in the 3rd quarter as the virus 
is likely contained due to seasonal reduction in virus transmission and better testing and 
containment protocols, and as the effect of monetary stimulus starts to take hold; 

- Monetary policy does matter as there is over 10 trillion of floating rate debt and the Fed is 
likely to ramp up QE; 

- Prior viral outbreaks were contained in the spring after the Flu season ends. 

 

Stock and Bond Market Implications: 

 

1) Stock market likely to remain volatile through mid-April when we enter the earnings reporting 
season to clarify virus impact and virus likely contained; 

2) Market likely to trade in the 2,800-3,200 range with break out to the top delayed until April; 
3) Treasury bond yields may continue to drift lower during March as uncertainty continues; 
4) Treasuries, munis and investment grade likely to outperform with high yield and preferred stock 

likely to be flat to down depending on stock market price movements. 

 

For more information, visit InfraCapFunds.com    

 
DISCLOSURE 

The information contained herein represents our subjective belief and should not be construed as 
investment advice. The information and opinions provided should not be taken as specific advice on the 
merits of any investment decision. Investors should make their own decisions regarding any investments 
mentioned, and their prospects based on such investors’ own review of publicly available information and 
should not rely on the information contained herein. Infrastructure Capital Advisors, LLC nor any of its 
affiliates accepts any liability whatsoever for any direct or consequential loss howsoever arising, directly 
or indirectly, from any use of the information contained herein. This article includes information based on 
data and calculations sourced from Bloomberg and third party sources. We believe that the data is 
reliable, we have not sought, nor have we received, permission from any third party to include their 
information in this article. Many of the statements in this article reflect our subjective belief. 


