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Epidemics, Humanities, Economy & Markets - A Perspective 
 

The last few weeks have been surreal. March is shaping up to be the most miserable month of the 
millennium. 
 
The novel coronavirus continues to spread around the globe with accelerating speed, leading to more 
illnesses and deaths, more large-scale shutdowns, more lost jobs, and a growing sense of dread that the 
horror isn't going to end anytime soon. The global outbreak also continues to rattle the financial markets. 
Stocks are tumbling. Deals are crumbling.  And investors are trying to make sense of an unprecedented set 
ofcircumstances. 
 

Long ago, I had read a fable that once in every century there has been an episode of wealth destruction 
when the Four Horsemen of the Apocalypse – Pestilence, War, Famine and Death-have ridden with rough-
shod on earth. World War II was the last time that the pale horse with Death on his back and Hell following 
him terrorized the world.  

Covid-19 has hit the world as Horsemen of the Apocalypse.  It has got the world economy which otherwise 
was in Goldilocks to a screeching halt in matter of weeks. In terms of its immediate impact, it is turning out 
to be even worse than WWII. The world never locked down in unison during the war. While economies are 
being forced to a complete lockdown, financial markets are crumbling and fear has gripped everyone across 
the real economy and financial markets.  

As much as it is about markets and economy, it is also about humanities. So let’s deal with the humanities 
part first. The world has witnessed many epidemics since its evolution and every time Science and the 
scientific fraternity has taken the challenge head on and overcome the epidemic with drugs and medicines. 
As result, disease like Cholera, Polio, Malaria, etc. which used to cause epidemics in the past, are very 
curable ailments today and for most of them we have vaccine immunization.  

The most deadly epidemic that the world witnessed was The Great Flu pandemic of 1918 and 1919 which is 
estimated to have killed about 50million people worldwide including 6.75 lakh Americans and 10million 
Indians. Every other pandemic the world witnessed before and after the Spanish Flu has been less lethal. 
Covid-19 has so far killed 15,000 people globally. The jury is out on how this pandemic evolves. Researchers 
at Imperial College, London, have analyzed the likely impact of multiple public health measures on 
slowing and suppressing the spread of coronavirus. The two options to deal with the pandemic are 
Mitigation and Suppression.  

Most countries are now going down the “Path of Suppression” to deal with the pandemic as advocated by 
Imperial College Research Paper and adopting a complete lockdown. The casualties from Covid-19 should 
peak in 4-7 weeks’ time. Under the “Suppression Strategy”, after the first wave is done, the death toll is in the 
thousands, and not in the millions.   
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So while the epidemic has forced the world into a shocked synchronized lock down, the fatalities arising out 
of it will be much less than any previous epidemic which effectively means the impact on human life in 
terms of casualties will be much less though the economic impact will be significantly higher. 

Covid-19 came as an exogenous shock to the world which was completely unprepared. Econometric models 
are handicapped with their inability to build any exogenous event and its implications into their framework. 
Governments across Europe and US were behind the curve in responding to the epidemic and as a result 
Europe and US have become the hotspots of the epidemic despite the virus having being originated in 
China.   

Now, that countries are going in for lockdowns, economists are coming to terms with the epidemic and its 
economic cost. Some of the more extreme estimates expect the US economic output in 2qCy20 at $2.5trn as 
opposed to normalized run-rate of $5trn (Yeah that’s right – collapse of 50%!). Add to that, the loss of 
output in China and European countries, and the global GDP can contract by 5% in Cy2020 even if economic 
activity recovers in 2HCY20 in all major economies.  

The world certainly faces a deep recession in Cy20. But the silver lining is that 95% of factories are back to 
work in China and activity is ramping up gradually. Likewise, once we are through the peak of the pandemic, 
economic activity in other parts of the world should revive and normalize soon though there could be some 
permanent loss of output, as it happens in any recession.   
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An upheaval like this cannot escape without imposing collateral damage on the world economy. The 
magnitude and the latitude of the collateral damage is completely unknown at this point of time, suffice to 
say it’s coming. Yet there is a silver lining in relative context. The worst economic upheaval the world 
witnessed was The Great Depression of 1929. During the great depression, the world GDP fell by 15%. So in 
terms of economic impact, if policy makers and central banks act with alacrity than probably the impact of 
Covid-19 on the world economy will be less lethal than the great depression.   

As far as markets are concerned, March is turning out be the worst month since 1931 with the pace of 
decline in indices being unprecedented. There has been forced liquidation and extreme fear in markets. The 
fear index can be gauged from the fact that the safest short-term asset globally -3month US treasury - is 
trading at negative yield. Extremely attractive valuations can exist only when the fear is at peak and 
investors desert an asset class. Global equities are now pricing a deep recession. The pace at which things 
are moving every day is a new day and its futile to time the bottom in markets; even the most successful 
investors have a poor track record of timing.  

The deep sell-off in the equity markets has led to emergence of absolute value. Long term returns on 
investor’s portfolios will be driven by their action during these times. It requires lot of courage and 
gumption to put money at work in these markets- who said equities is for faint hearted.  

The world has the innate ability to triumph over the most significant adversities in history and move on. 
COvid-19 will be no different than the most severe adversities of the past like- The Great flu, World War, 
The Great Depression, etc witnessed during the 20th Century.  

Finally, since Covid-19 has its origin in China, let’s borrow the word Crisis from the mandarin. The Chinese 
word for “Crisis” - 危机 “weiji” – is an eloquent combination of two characters that separately mean 
“danger” and “opportunity”. While a bit of a cliché, this is also a time-tested truth. Indeed, this is a once-in-
a-century event. This too shall pass; until then stay safe. 

 

Date: March 23rd, 2020.  
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Disclaimer 

Performance of the promoter or the schemes of Renaissance Investment Mangers Private Limited have no bearing on 
the expected performance of the Portfolio Manager. Past performance of the promoter and its affiliates, the Portfolio 
Manager does not indicate the future performance of the Portfolio Manager and may not necessarily provide a basis 
of comparison.  
 
Statutory Details: 

Renaissance Investment Mangers Private Limited is registered with SEBI as Portfolio Manager as under SEBI (Portfolio 
Managers) Regulations, 1993 vide Registration No. INP000005455  

 
Risk Factors:  
 
Renaissance Investment Mangers Private Limited is not liable or responsible for any loss or shortfall resulting from the 
operation of the scheme. 
  
This document represents the views of Renaissance Investment Mangers Private Limited and must not be taken as the 
basis for an investment decision. Neither Renaissance Investment Mangers Private Limited nor its affiliates, its 
Directors or associates shall be liable for any damages including lost revenue or lost profits that may arise from the 
use of the information contained herein. No representation or warranty is made as to the accuracy, completeness or 
fairness of the information and opinions contained herein. The Portfolio Manager reserves the right to make 
modifications and alterations to this statement as may be required from time to time. 

 


