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State of The Markets: Macro Views--US Yields And The Coronavirus

Step 2: Fundamental Economic Framework

What Is Driving Yields And The Curve To Historical Lows?... The Virus

The Coronavirus (COVID-19)! The US Economy Was Rebounding, Then There Came The Virus?
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Step 2: Fundamental Economic Framework

Risk Of A Pandemic Is Rising As Efforts To Contain The Spread Is Failing

Impact of Strict Quarantine On Wuhan Is Not Effective! The Greens Are Growing: Non-China Sourced Infections In ROW?
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Step 2: Fundamental Economic Framework

Historical Impact On GDP From Pandemics: 60% of The Cost Is Tying To Avoid The Virus
Actual GDP Before And After Historical Influenza Pandemics! Economic Impact By Source In Spanish Flu Pandemic?

Spanish Influenza 1918-9  Asian Infuenza 1957-8

Avg 1914-18 1919 Avg 1953-57 1958

Australia 0.9% -1.8% 4.4% 4.8% Moll;oa/lity’
Canada 3.5% -11.1% 1.7% -3.5% ¢
UK 3.0% -13.9% -0.2% -3.3%
5.6% 7.9% 5.8% -2.6% Efforts To LLLTTeess il
Japan S Ab -
Avoid senteeism,

59%

1. Angus Maddison, Monitoring the World Economy, 1820-1992. Washington, DC: Organization for Economic Cooperation and Development, 1995.
2. Burns, Mensbrugghe, Timmer, “Evaluating the Economic Consequences of Avian Influenza”, World Bank’s Global Development Finance, June 2006
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Step 2: Fundamental Economic Framework

The Impact On Economic Growth From The Virus Could Be Substantial: Think GFC

World Bank Projects Of The Economic Impact On World of -3.3%! An Econometric Analysis Of The Economic Impact?
Potential Impact of Spanish Flu Potetnial Impact On Real GDP Of An Avian Type Influenza Pandemic

(Percent of Total Population) 329 Mild Moderate Severe Ultra Severe
1.1% e Spanish Flu But
0 on (1)1 sian Flu anis u it reater
A 4.3% Hong Kong Asian Flu Spanish Fl With G
4.

» Dies Flu 1968-9 1958 1918-9 Impact on Elderly

World -0.7% 2.0% 4.8% -8.6%

, , USA -0.6% 1.4% 3.0% 5.5%

= Seriously 111 & Requires Japan 1.0% 3.3% 8.3% 15.8%

Hospitalization Uk 0.7% 2.4% -5.8% A11.1%

, ) Europe 0.7% 1.9% 4.3% -8.0%

* Receives Medical China -0.7% 2.2% 4.8% -9.1%

Treatment India -0.6% 2.1% 4.9% 9.3%

. Korea -0.9% -3.2% -7.8% -15.1%

= Have Mild Case and LDC -0.6% 2.4% -6.3% -12.2%
Miss 2 days of work Deaths As % of

Total Population 0.02% 0.20% 1.70% 2.33%

= Unaffected Deaths (MM) 1.6 16.0 136.0 186.4

1. Burns, Mensbrugghe, Timmer, “Evaluating the Economic Consequences of Avian Influenza”, World Bank’s Global Development Finance, June 2006 5
2. Mckibbin & Sidorenko, “Global Macroeconomic Consequences of Pandemic Influenza”, Centre for Applied Macroeconomic Analysis, Australian National University, February 2006
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CBO Study Shows That The Impact Of A Pandemic On The US Would Be Equivalent To A Recession!

Economic Impact On US GDP From Pandemics From CBO Study CBO Assumptions About Impact On Supply Side Of US Economy

Gross Attack Rate Case Fatality Rate
Severe (Percent) Weeks Out of Work (Percent)
1957 & 1968 Economic Sector Severe Mild Severe Mild Severe Mild
. Nonfarm Business 30 25 3 0.75 25 114
Flus 1918 Spanish Flu Farm 10 5 1 0.25 25 114
. Household 30 25 3 0.75 25 114
Infected Rate In Total Population Nonprofit Institutions 30 25 3 075 25 114
(Attack Rate) 25% 30% Government 30 25 3 0.75 25 114
Case Fatality Rate 0.1% 2.5% Source: Congressional Budget Office.
Death Rate Of Total Population 0.03% 0.67% Note: The gross attack rate is the percentage of the population that is infected with a disease. The
Number Of Infected (MM) 70 9() case f?talm rate is the percentage of infected persons who eventually die from the disease or
tions.
Deaths 100,000 2,000,000 _—
Ist Year Impact on GDP -1.0% -4.1%

CBO Assumptions About Impact On Demand Side Of US Economy
Assumed Declines in Demand, by Industry
Severe  Mild

Manufacturing -10% -3%
Transports -67% -17%
Finance 0% 0%
Education 0% 0%
Health 15% 4%
Entertainment/Accom o 0
modations/Food -80% -20%
Government 0% 0%

1. “A potential Influenza Pandemic: Possible Macroeconomic Effects and Policy Issues”, Congressional Budget Office Report, December 2005/Revised July 2006 6
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warranty, express or implied, is made as to the fairness, accuracy, completeness, or
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without regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient and are not to be construed as a solicitation or an offer to
buy or sell any securities or related financial instruments. Past performance is not
necessarily a guide to future results. Company fundamentals and earnings may be
mentioned occasionally, but should not be construed as a recommendation to buy, sell, or
hold the company’s stock. SOM Macro Strategies accepts no liability for any damage
caused by any virus transmitted by this company’s emails, website, blog and Apps.



