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Do we see a recession for 2020?

Frances Donald, Chief Economist and Head of
Macroeconomic Strategy, Manulife Investment
Management

You've probably heard a lot of economists and strategists
call for recessions, in Canada, the United States, or
globally. A recession is essentially two back-to-back
quarters of negative GDP growth. It's probably a little
early to call for a Canadian or U.S. recession, although
the likelihood of those is rising very quickly. Our concerns
about growth come from three main issues. The first one
is what we call the supply-side shock. The shutting down
of China around COVID-19 and the challenge of bringing
in intermediate goods from Asia to the rest of the world
basically means that world trade and manufacturing will
shudder almost completely, at least in February and
March and possibly beyond. That effectively hampers or
worsens the manufacturing recession that we experienced
over the prior 18 months.

On top of that, we have to grapple with a demand-side
shock, or a confidence shock. That is, everyday people,
households, consumers and businesses now concerned
about the future are less likely to spend. Some because
they are scared, some because they are deliberately told
they should not be going to work. That confidence shock
is now going to hit the demand side of the economy, and
consumption is likely to pull back. How long? Well, that
depends on how long COVID-19 cases continue to grow.
How long people are told to work from home. At least in
our view, probably contributes to the second quarter or
Q2 being a negative growth rate.

And then we have the third component of this story, which
is a little bit darker, and that is what we are witnessing in
funding channels. We're seeing a lot of tight credit. The
credit market is increasingly concerned about the
additional shock, falling oil prices, which is now creating
some concerns that we might see company or corporate
defaults start to rise. If that happens, then it does have
some shades of a financial crisis, but we're not there yet.
We have substantial central bank easing at play here, a
lot of funding being provided through many central banks
tzhgésare there to mitigate and learn from the lessons of

But as long as the market remains concerned that COVID-
19, falling oil prices and defaults are a risk, we're likely to
see the market in risk-off mode.
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should not be relied on for specific financial, legal or
other advice and is not intended as an offer, or a
solicitation of an offer, by Manulife Private Wealth to any
person to buy or sell any investment or other specific
product and is no indication of trading intent. Investing
involves risks, including the potential loss of principal.
Financial markets are volatile and can fluctuate
significantly in response to company, industry, political,
regulatory, market, or economic developments. Neither
Manulife Private Wealth nor any other companies in the
Manulife Financial Corporation (“MFC”) group are acting
as an adviser or fiduciary to or for any recipient of this
report unless otherwise agreed in writing. Neither
Manulife Private Wealth or its affiliates, nor any of their
directors, officers or employees shall assume any liability
or responsibility for any direct or indirect loss or damage
or any other consequence of any person acting or not
acting in reliance on the information contained herein.
Nothing in this material constitutes investment, legal,
accounting, tax or other advice, or a representation that
any investment or strategy is suitable or appropriate to
your individual circumstances, or otherwise constitutes a
personal recommendation to you. Manulife Private Wealth
does not provide legal or tax advice, and you are
encouraged to consult your own lawyer, accountant, or
other advisors before making any financial decision.
Prospective  investors  should take appropriate
professional advice before making any investment
decisions. All opinions expressed were obtained from
sources believed to be reliable and in good faith, no
representation or warranty, expressed or implied, is made
as to its accuracy or completeness. Should you have any
questions, please contact or ask to speak to a member of
Manulife Private Wealth. Manulife Private Wealth is a
division of Manulife Investment Management Limited and
Manulife Investment Management Distributors Inc.
Investment services are offered by Manulife Investment
Management Limited and/or Manulife Investment
Management Distributors Inc. Banking services and
products are offered by Manulife Bank of Canada. Wealth
& Estate Services are offered by The Manufacturers Life
Insurance Company. Manulife, Manulife & Stylized M
Design, Stylized M Design, and Manulife Private Wealth
are trademarks of The Manufacturers Life Insurance
Company and are used by it, and by its affiliates under
license. This information does not replace or supersede
KYC (know your client) suitability, needs analysis or any
other regulatory requirements.
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