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The Topic of This Month

Between a threat of resurgence in coronavirus and expectations
for a resumption of economic activity

The New York City, which had been the world’s leading coronavirus hotspot, finally eased a part of
lockdowns on 8 June for the first time in two months. The city started to resume economic activities but
the US stock market suffered the fourth biggest plunge on 11 June amid mounting concerns over the
second wave of coronavirus and the delay in economic recoveries. Financial markets are likely to move
between a threat of resurgence in coronavirus and expectations for a resumption of economic activity for
a while in the absence of effective vaccine or treatments.

Signs of economic recovery with the easing of lockdowns

Most nations that introduced lockdown measures to stem the spread of virus are now easing them
gradually and resuming economic activities. China relaxed a strict quarantine of Wuhan ahead of the rest
of the world on 8 April after containment of the virus. Other countries also started to relax the restrictions
on economic activities with abating in sight, such as Germany on 20 April, Japan on 7 May and France on
11 May. The UK finally started to ease its measures on 13 May after struggling to control new infections.
In the US, Texas and California started to relax social distancing guidelines on 24 April and 8 May
respectively and all the fifty states eased a part of lockdowns by 20 May.

We now see some signs of economic recovery in a couple of economic indicators as economic activities
resumed with the easing of lockdown measures. Major stock markets have also kept rising steadily after
hitting bottom in late March.

Concerns over the second infection wave

However, the coronavirus pandemic is far from abating given the spread of infection in
emerging countries including South America and Russia.

In the US, the number of new coronavirus cases remains generally flat as a decrease in the
State of New York, an initial hotspot for Covid-19, has been offset by eye-grabbing increases in
states with large economies such as California, Texas and Florida.

Investors are worried about the second wave of coronavirus in the world’s biggest economy,
because the resurgence there should take a toll on not only the US but also the global economy.

Coronavirus will continue to exert influence on stock markets

Prices of risk assets including stock prices have enjoyed rallies since late March with the abating of
coronavirus infection, the lifting of lockdowns and the resumption of economic activities. But now investors
are concerned about the delay in abating, the second virus wave, a stagnation of economic activities and
in turn the delay in economic recoveries. Financial markets may adjust if investors found their view were
too optimistic after confirming how economic activity resumes and whether coronavirus resurges without
effective vaccine or treatments. And this pattern should be repeated.
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