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February Economic Chart Book (Snapshot)

Enclosed are select charts from Torsten’s February Economic Chart Book discussing:
•

DB’s Updated Economic & GDP Outlook

•

Coronavirus Impact

•

US Election

•

State of the US Consumer

•

Investment Implications

Link to Torsten Slok’s full February Global Macro Chart Book can be found here.
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Risks to the outlook
1.
2.
3.
4.
5.
6.
7.

Trade war uncertainty
Coronavirus/oil price uncertainty
Election uncertainty
Positive effects of the 2018 corporate tax cut fading
US consumer delinquency rates moving higher
US labor market indicators point to slowdown ahead
Corporate credit fundamentals more vulnerable

Investment implications for rates, FX, credit, and equities
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More downside risks to corporate capex spending
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Goods sector: Still downside risks
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Coronavirus: Impact on global growth

Source: DB Global Research
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Changes since January 21
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Global growth bottoming but
new downside risks from coronavirus
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Trump job approval rating not too different from
Obama or Clinton at this point in presidency
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Democratic candidates’ proposals
Elizabeth Warren
•
•

•
•
•
•

•

Raises the minimum wage to $ 15/hr
2% annual tax on household net worth
between $ 50 million - $1 billion; 4%
annual surcharge on household net worth
over $ 1 billion
Proposes 7% tax on corporate profits
above $ 100 million
Intends to establish a “small fee” on “40
or so largest banks in the country”
Proposes to bring back the GlassSteagall act
Eliminates up to $ 50,000 of student debt
for borrowers earnings less than $
100,000 with proportionally less relief for
those earning up to $250,000
Nearly quadruples Title 1 funding

Joe Biden
•
•
•
•

•

Raises minimum wage to $ 15/hr
Rolls back the rate cut of capital
gains tax and restores it to almost
40%
Raises corporate tax rate to 28%
Intends to make two years of
community college or other high
quality education and would
eliminate payments on
undergraduate federal student
payments for those earning less
than $ 25,000 annually and
everyone else will pay 5% of their
discretionary income
Would nearly triple teacher pay

Bernie Sanders
•
•
•
•
•
•
•
•
•

Pete Buttigieg

Raises minimum wage to $ 15/hr
Proposes an “extreme wealth tax” on the top
0.1% households whose net worth is above $
32 million
Companies with large gaps between CEOs and
median worker pay would see progressively
higher corporate tax rates
Would raise $ 4.35 trillion over the next decade
and cut the wealth of billionaires in half over 15
years
Would break up too-big-to-fail banks
Enact a federal jobs guarantee act
Proposes to bring back the Glass-Steagall act
Supports free college education and cancel all
of the student debt
Supports a starting salary of $ 60,000 for
teachers

•
•

Proposes Medicare for All, single-payer national
health insurance program completely free at the
point of service
Proposes eliminating $ 81 billion past-due
medical debt

Medicare for Who Wants It
Plans to cut out-of-pocket spending on
prescription drugs by at least 50% by the
end of first term; cap the spending on
prescription drugs under $ 250 per month
for everyone choosing Medicare for Who
Wants It

•

•

•

Raises minimum wage to $ 15/hour
Intends to reverse 2018 corporate tax
cut
Proposed to raise top individual tax rate
to 49.9%
Intends to invest $ 430 billion in
affordable housing with plans to build or
restore over 2 million new units for low
income people
Intends to boost rural economy through
development programs and
partnerships

Supports
•Medicare for All
•Drug price negotiation
•Reference pricing and
•Allows the US government to make generics

Would keep the Affordable Care Act
and would build on it by giving
Americans more choice on public
insurance like Medicaid & reducing
health care costs and making the
health care system less complex

•

Trade negotiation drafts to be publicly
disclosed; will prioritize views of workers and
consumers

Does not want to use tariffs to
pressure other countries; also would
want changes made to the UMSCA
agreement and supports joining
CPTPP

Suggests rewriting all trade deals to prevent
outsourcing of jobs and raise wages

Does not want to use tariffs to pressure
other countries; also would want changes
made to the UMSCA agreement and
opposes joining CPTPP

Proposes net zero emissions by 2050
Bans fracking everywhere & reduces carbon
emissions

Supports nuclear power to tackle
climate change; suggests a possible
creation of 10 million jobs on the right
strategy for climate change

Create a Green New Deal which makes 100%
renewable energy and create 20 million jobs and
rebuilding infrastructure to create a 100%
sustainable energy system

Supports nuclear power and implement a
Green New Deal with all available tools
and supports investments to build a 100%
clean energy society

Supports Citizenship for Dreamers and
wants to repeal Sec 1325

Supports citizenship for Dreamers and
leaves Sec 1325 in place

Supports Citizenship for Dreamers and wants to
repeal Sec 1325

Supports Citizenship for Dreamers and
wants to repeal Sec 1325

•

Source: Candidates’ campaign websites, Politico, DB Global Research
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Wage growth slowing down
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Investment implications summarized
Fed outlook
– Fed on hold but
downside risks still
dominate

Coronavirus, potential trade war with Europe, and election uncertainty are
headwinds for capex spending. Fading positive effects of 2018 tax cuts,
slowing labor market, and late-cycle headwinds in consumer and corporate
credit weighing on the broader US economic outlook.

Bond markets
- Downside risks to
rates. Steeper curve
likely

Uncertainty about Coronavirus, potential trade war with Europe, and election
impacting the Fed. Fading positive effects of 2018 tax cuts, slowing labor
market, and late-cycle headwinds in consumer and corporate credit weighing
on rates.

Credit
- Credit spreads wider
as slowdown continues

Dovish central banks and negative interest rates abroad without a US
recession is bull case for US credit. Global QE and lower hedging costs
means more foreign demand for US credit. But slower growth and
deteriorating credit fundamentals and more Treasury supply argues for wider
IG and HY spreads.

Stock markets
- Policy uncertainty a
risk

Virus uncertainty, trade war uncertainty, and election uncertainty are
downside risks to equities. Low rates and dovish Fed are upside risks.

FX
- Dollar down

2020 growth outlook flat for US, up for Europe. Gap between US long rates
and German long rates expected to narrow further.

Commodities
- Coronavirus and
slower global growth

Coronavirus and slower global growth having negative impact on commodity
prices.

Emerging markets
- Imbalances in some
EM countries

Coronavirus is a negative for commodity exporters. Flat US growth outlook is
a risk to EM. But dovish Fed and ECB with no recession helpful for EM.

Source: DB Global Research
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Important Disclosures
*Other Information Available upon Request
Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via
Reuters, Bloomberg and other vendors . Other information is sourced from Deutsche Bank, subject companies, and other
sources. For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this
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Additional Information
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). Though the information herein is believed to be reliable and has been
obtained from public sources believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party websites in this report are provided for reader
convenience only. Deutsche Bank neither endorses the content nor is responsible for the accuracy or security controls of those websites.
If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or is included or discussed in another communication (oral or written) from a
Deutsche Bank analyst, Deutsche Bank may act as principal for its own account or as agent for another person.
Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own account or with customers, in a manner inconsistent with the views taken in this
research report. Others within Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those taken in this research report. Deutsche Bank issues a
variety of research products, including fundamental analysis, equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication may differ from
recommendations contained in others, whether as a result of differing time horizons, methodologies, perspectives or otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity
securities of the issuers it writes on. Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment banking, trading and principal trading revenues.
Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change
without notice. Deutsche Bank provides liquidity for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts sometimes have shorter-term trade ideas that may
be inconsistent with Deutsche Bank's existing longer-term ratings. Some trade ideas for equities are listed as Catalyst Calls ideas on the Research Website (https://research.db.com/Research/), and can be
found on the general coverage list and also on the covered company’s page. A Catalyst Call idea represents a high-conviction belief by an analyst that a stock will outperform or underperform the market
and/or a specified sector over a time frame of no less than two weeks and no more than three months. In addition to Catalyst Calls ideas, analysts may occasionally discuss with our clients, and with
Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a near-term or medium-term impact on the market price of the securities discussed in
this report, which impact may be directionally counter to the analysts' current 12-month view of total return or investment return as described herein. Deutsche Bank has no obligation to update, modify or
amend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both
general and company-specific economic prospects make it difficult to update research at defined intervals. Updates are at the sole discretion of the coverage analyst or of the Research Department
Management, and the majority of reports are published at irregular intervals. This report is provided for informational purposes only and does not take into account the particular investment objectives,
financial situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy. Target prices are
inherently imprecise and a product of the analyst’s judgment. The financial instruments discussed in this report may not be suitable for all investors, and investors must make their own informed
investment decisions. Prices and availability of financial instruments are subject to change without notice, and investment transactions can lead to losses as a result of price fluctuations and other factors.
If a financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past performance is not necessarily indicative of
future results. Performance calculations exclude transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of the previous trading session and are sourced
from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from Deutsche Bank, subject companies, and other parties.
The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our organizational arrangements and information barriers we have to prevent and avoid
conflicts of interest with respect to our research are available on our website (https://research.db.com/Research/) under Disclaimer.
Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay fixed or variable interest rates. For an investor who is long fixed-rate
instruments (thus receiving these cash flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the maturity of a certain cash
flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse
macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in assets holding limits for different types of investors), changes
in tax policies, currency convertibility (which may constrain currency conversion, repatriation of profits and/or liquidation of positions), and settlement issues related to local clearing houses are also
important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest
rates – these are common in emerging markets. The index fixings may – by construction – lag or mis-measure the actual move in the underlying variables they are intended to track. The choice of the
proper fixing (or metric) is particularly important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed
coupons. Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps (swaptions) the risks typical to options in addition to the risks related to
rates movements.
Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The appropriateness of these products for use by investors depends on the investors' own
circumstances, including their tax position, their regulatory environment and the nature of their other assets and liabilities; as such, investors should take expert legal and financial advice before entering
into any transaction similar to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can be substantial. As a result of the high degree of leverage
obtainable in futures and options trading, losses may be incurred that are greater than the amount of funds initially deposited – up to theoretically unlimited losses. Trading in options involves risk and is
not
suitable
for
all
investors.
Prior
to
buying
or
selling
an
option,
investors
must
review
the
"Characteristics
and
Risks
of
Standardized
Options”,
at
http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the website, please contact your Deutsche Bank representative for a copy of this important document.
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Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large fluctuations; (ii) the value of currencies
may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii) currencies may be
subject to devaluation or government-imposed exchange controls, which could affect the value of the currency. Investors in securities such as ADRs, whose values are affected by the currency of an underlying
security, effectively assume currency risk.
Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor's home jurisdiction. Aside from within this report, important conflict disclosures can
also be found at https://research.db.com/Research/ on each company’s research page. Investors are strongly encouraged to review this information before investing.
Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser, consultant or fiduciary to you or any of your agents (collectively, “You” or “Your”) with
respect to any information provided in this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is not acting as your impartial adviser, and does not express any
opinion or recommendation whatsoever as to any strategies, products or any other information presented in the materials. Information contained herein is being provided solely on the basis that the recipient will
make an independent assessment of the merits of any investment decision, and it does not constitute a recommendation of, or express an opinion on, any product or service or any trading strategy.
The information presented is general in nature and is not directed to retirement accounts or any specific person or account type, and is therefore provided to You on the express basis that it is not advice, and You
may not rely upon it in making Your decision. The information we provide is being directed only to persons we believe to be financially sophisticated, who are capable of evaluating investment risks independently,
both in general and with regard to particular transactions and investment strategies, and who understand that Deutsche Bank has financial interests in the offering of its products and services. If this is not the case,
or if You are an IRA or other retail investor receiving this directly from us, we ask that you inform us immediately.
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United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and SIPC. Analysts located outside of the United States are employed by non-US affiliates that are
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With regard to information on associates, please refer to the “Shareholdings” section in the Annual Report at:
https://www.db.com/ir/en/annual-reports.htm
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