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Earnings Season Looms 

 

The keenly awaited Earning Season begins this week, and with it we should get somewhat of 

a clearer picture of how the COVID crisis is impacting bottom lines.

 

Be mindful that this wont be a panacea of data allowing us to foresee how the future looks for 

these businesses, for one, the crisis is still unfolding and two it’s very likely that the vast 

majority of firms will give very vague future guidance and many won’t give any at all.

 

A great primer in the WSJ that’s worth a read –  

 

The kickoff of earnings season this week will give investors a first glimpse of the impact of the 

coronavirus shutdown on corporate profits—and potentially clues about the outlook for the 

rest of the year. 

 

Those results will offer a test for a stock market that is attempting to rebound after a bruising 

selloff. The pandemic is expected to cause a severe economic contraction and a sharp 

decline in corporate earnings in 2020. What remains unknown is the extent of the damage. 

 

Companies from General Electric Co. to FedEx Corp. and Starbucks Corp. have warned they 

can no longer forecast their own results in a period of such uncertainty. Businesses across the 
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country say revenue has evaporated following stay-at-home orders and the closure of 

nonessential businesses, leading them to furlough employees and drastically cut spending as 

they try to stay afloat. 

 

Despite the turmoil, stocks have rallied over the past three weeks on early indications that 

social-distancing practices are helping to slow the spread of the virus. The S&P 500 climbed 

12% last week, its best weekly performance since 1974, and it has rallied 25% from its March 

23 low. The index is still down 14% for the year. 

 

Despite the turmoil, stocks have rallied over the past three weeks on early indications that 

social-distancing practices are helping to slow the spread of the virus. The S&P 500 climbed 

12% last week, its best weekly performance since 1974, and it has rallied 25% from its March 

23 low. The index is still down 14% for the year.

 

Big banks including JPMorgan Chase & Co. and Bank of America Corp., along with health-

insurance giant UnitedHealth Group Inc., transportation bellwether J.B. Hunt Transport 

Services Inc. and health-products company Johnson & Johnson, will be among the first big 

companies to open their books this week. While those results will be of great interest, 

investors will more carefully scrutinize comments from executives for indications of what will 

come later this year.

 

“There is more uncertainty for this quarter than almost any quarter I can remember,” said Bob 

Doll, chief equity strategist and senior portfolio manager at Nuveen. “My guess is somewhere 

between a half and three-quarters of analysts have yet to take a knife to their earnings 

[estimates] because they don’t know what knife to take to them and how deep to cut.”



The range of estimates reflects the deep uncertainty about the path ahead. FactSet projects a 

9% year-over-year decline in earnings for all of 2020, based on analysts’ expectations for 

individual companies in the S&P 500, a sharp reversal from the 9.2% growth anticipated as 

last year ended.

Such a decline pales in comparison with the profit collapse forecast by big banks. BofA Global 

Research projects a 29% drop in per-share earnings this year, an estimate that incorporates 

“cataclysmic losses in travel, restaurants and other industries directly impacted by social 

distancing.” Goldman Sachs GS -2.76% has predicted profits will tumble 33%, while cautioning 

that in a more painful slowdown, the decline could be 57%.

The second quarter is expected to see the brunt of the damage based on the current scale of 

the shutdown. Profits among companies in the S&P 500 are projected to drop 21% in the 

current quarter after sinking 11% in the first three months of the year, according to FactSet 

estimates. In the second half of the year, profits are expected to continue shrinking, but at a 

slower pace, falling 9.6% in the third quarter and 1.6% in the fourth.

“We’ve never, ever, ever seen a sudden stop of the economy,” said Lisa Shalett, chief 

investment officer at Morgan Stanley Wealth Management. “That’s why this is going to be 

such a scrutinized petri dish, if you will, of an experiment for people to understand, really, 

what are the companies that have a true resilient and recurring revenue stream?”



First-quarter earnings forecasts have dropped for all 11 sectors in the S&P 500. The pain is 

projected to be particularly acute among companies in the consumer-discretionary group—a 

category that includes hotels, cruise lines and restaurants—where profits are expected to sink 

32% from a year earlier, according to FactSet.

Meanwhile, earnings among energy companies, which have been hit both by an 

unprecedented drop in demand and the price war between Saudi Arabia and Russia, are 

expected to plummet 52%. Both Exxon Mobil Corp. and Chevron Corp. have slashed their 

capital spending plans in response to the crash in oil prices. Those stocks are off more than 

30% in 2020.

One of the brighter spots is expected to be the communication-services sector, which 

includes Facebook Inc. and Google parent Alphabet Inc. Earnings among those companies 

are projected to grow 7.8%, down from an expected 17% growth at the end of last year. 

Analysts are calling for profits at Facebook to more than double, despite a slowdown in 

advertising due to the pandemic. Its shares are down 15% this year, in line with the broader 

market.

“We’re looking forward to earnings season with a particular fascination to see what we learn 

about different companies’ business models,” Morgan Stanley’s Ms. Shalett said. “We’re also 

going to be put in a place where we have to all think really hard about to what extent is both 

consumer and business behavior changing, semi-permanently or permanently because of this 

trauma and this sudden stop in the economy.”

The numbers are likely to be grim, and the lack of future guidance should bring added 

uncertainty to the market.

I’m saying ‘should’ as we all know by now that stock markets are not always a true reflection 

on the underlying economy (Thanks to QE ETC ETC ETC) With this in mind, I remain perfectly 

happy being short equities but if I sense that the market is happy to ignore hard and soft data 

in favour of USD liquidity I’ll be chopping the position.



The next few weeks are likely to be the most crucial of the year for stocks with earnings and 

recovery plans taking centre stage.

CIRCUIT BREAKERS (Apr 09)

*E-MINI S&P:

During non-US trading hours

Jun' 20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT to 

0930EDT/1330GMT (2614.50 downside/ 2890.50 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures)

 

Level 1: 7% fall to 2559.50

Level 2: 13% drop to 2393.50

Level 3: 20% decline to 2200.50

-------------------------------------------------------------------------------------------------------------------------------------

*NASDAQ

During non-US trading hours

Jun' 20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT to 

0930EDT/1330GMT (7901.25 downside/ 8734.25 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures)

Level 1: 7% fall to 7734.50

Level 2: 13% drop to 7234.50

Level 3: 20% decline to 6651.25

-------------------------------------------------------------------------------------------------------------------------------------

*DOW JONES:

During non-US trading hours

Jun'20 (M0 Futures) – Hard upside or downside limit of 5% from 1800EDT/2200GMT to 

0930EDT/1330GMT (22110 downside/ 24448 upside)

During US trading hours (Futures)

Futures have no limit up

Limit Down (M0 Futures

 

Level 1: 7% fall to 24642

Level 2: 13% drop to 20239



Level 3: 20% decline to 18601

 

Chart Of The Day- Global Ups & Downs

Four charts for the price of one today, China continues it’s slow recovery while activity 

indicators in the US continue to make new lows. 

WuFlu Update 

 

DEATHS AND INFECTIONS 

 

More than 1.88 million people have been reported to be infected by the novel coronavirus 

globally and 119,168 have died, according to a Reuters tally, as of 0200 GMT on Tuesday. 

 

AMERICAS 

 

* Total confirmed cases rose to more than 584,000, with deaths exceeding 23,500 in the 

United States, according to a Reuters tally. 

 

* Ten US governors banded together in two regional pacts to coordinate gradual economic 

re-openings as the coronavirus crisis appeared to be ebbing.  

 

* Wyoming reported its first death from the novel coronavirus on Monday, the final US state to 

report a fatality from the outbreak.  

 

* The US Department of Agriculture will spend up to $15.5 billion in the initial phase of its plan 



to bolster the nation's food supply chain against the impacts of the coronavirus outbreak 

 

* Brazil likely has 12 times more cases of the new coronavirus than are being officially 

reported by the government, with too little testing and long waits to confirm the results, 

according to a study released.  

 

* Panama registered 72 new cases on Monday, bringing the country's total to 3,472 cases with 

94 deaths.  

 

* Mexico registered 353 new cases on Monday, bringing its total to 5,014 cases and 332 

deaths. 

 

EUROPE 

 

* The death toll from COVID-19 in British hospitals rose to 11,329 and the government, which is 

having to operate without its convalescing leader Boris Johnson, signalled that there would 

be no easing of lockdown measures this week.  

 

* French President Emmanuel Macron announced he was extending a virtual lockdown to 

curb the coronavirus outbreak until May 11, adding that progress had been made but the battle 

not yet won.  

 

* President Vladimir Putin said Russia might need to call in the army to help tackle the virus 

crisis and warned the contagion was getting worse after the number of confirmed cases rose 

by a record daily amount.  

 

* Turkey will impose a fresh lockdown next weekend as part of measures to halt the spread of 

the coronavirus, President Tayyip Erdogan said, after a 48-hour curfew in 31 provinces that 

ended at midnight. 

 

ASIA AND THE PACIFIC 

 

* China reported 89 new cases on April 13, down from 108 the previous day. Total cases in 

China now stands at 82,249, with the death toll at 3,341.  

 

* China has approved early-stage human tests for two experimental vaccines to combat 

COVID-19, state media Xinhua reported.  

 

* India and Pakistan are planning to partially reopen their economies to minimise the cost of 

restrictive measures imposed to halt the spread of the coronavirus, officials in the two 

countries said.  

* Singapore's health ministry confirmed 386 more cases of coronavirus infection on Monday in 

the city-state's biggest daily jump, taking its total to 2,918.  

 

* Australian officials are investigating whether an illegal social gathering of health workers is 

behind a spike in coronavirus cases in the island state of Tasmania.  

 

* India on Tuesday extended a nationwide lockdown until May 3 as the number of cases 

crossed 10,000 despite a three-week shutdown. 

 

MIDDLE EAST AND AFRICA 

 

* Iran's death toll from the outbreak has risen to 4,585, with 111 more overnight, a health 

ministry official said, adding the total number of infected cases had reached 73,303 in the 

most-affected Middle Eastern country. 

 

* Sudan will impose a lockdown on the capital Khartoum for three weeks after 10 more cases 

of the new coronavirus were discovered on Monday, its information minister said.  



 

* Nigeria will extend lockdowns in Lagos, Abuja and Ogun states for an additional 14 days to 

combat the new coronavirus, President Muhammadu Buhari said in an address to the nation 

that acknowledged the sacrifices of the country's poor.  

 

ECONOMIC FALLOUT 

 

* Asian stocks bounced on hopes the coronavirus outbreak may be peaking, although 

sentiment was cautious ahead of corporate earnings as investors worried about a deep global 

recession 

 

* A steep economic downturn and massive coronavirus rescue spending will nearly quadruple 

the fiscal 2020 US budget deficit to a record $3.8 trillion, a staggering 18.7% of US economic 

output, a Washington-based watchdog group said.  

 

* Argentina's inflation rate is expected to rise to 3% in March, a Reuters poll of analysts 

showed, up from a month earlier even as the government tries to keep consumer prices in 

check during the coronavirus pandemic and resulting nationwide lockdown.  

 

* India's retail inflation dropped to a four-month low in March, increasing the chances that the 

central bank will ease interest rates further in its efforts to encourage economic activity that 

has stalled amid the coronavirus outbreak. 

 

* Brazil's economy will shrink this year by 5.0% due to the direct and indirect economic impact 

of the coronavirus pandemic, according to The World Bank, which would mark the country's 

biggest crash in at least half a century. 

 

* The International Monetary Fund said it would provide immediate debt relief to 25 member 

countries under its Catastrophe Containment and Relief Trust to allow them to focus more 

financial resources on fighting the pandemic. 

 

* Some large US passenger airlines are close to accepting the terms of a $25 billion offer for 

government coronavirus payroll aid, with announcements possible as early as Tuesday, 

people briefed on the matter said.  

 

 

Headline Roundup

Asia stocks rise as Chinese trade data boost sentiment

 

Stocks across Asia Pacific gained ground after Chinese trade data brightened sentiment and 

as traders awaited a raft of US earnings for a further glimpse into the impact of the 

coronavirus pandemic on the global economy. 

 

Investors have begun to hope there is light at the end of the tunnel in the virus outbreak, with 

signs that governments around the world may soon start easing economic lockdowns. 

 

On Tuesday, China’s CSI 300 index of Shanghai- and Shenzhen-listed stocks rose 0.9 per 

cent after data showed that exports fell 3.5 per cent year on year in renminbi terms in March, 

marking a modest rebound from the previous two months’ figures. Economists polled by 

Bloomberg had forecast a drop of nearly 13 per cent during the month, which coincided with 

the end of widespread economic lockdowns to combat the coronavirus. Imports rose 2.4 per 

cent year on year in March. 

 

However, Julian Evans-Pritchard, senior China economist at Capital Economics, warned that 



the recovery in exports was “likely to be short lived” as overseas demand would probably fall 

in the second quarter of the year due to the impact of the pandemic in other parts of the 

global economy. 

 

Elsewhere, Japan’s Topix index added 1 per cent, while South Korea’s Kospi advanced 1.5 per 

cent. Australia’s S&P/ASX 200 rose 0.8 per cent and Hong Kong’s Hang Seng gained 0.7 per 

cent on their first day of trading following the Easter break. 

 

Futures markets tipped the S&P 500 to rise 1.3 per cent when trading on Wall Street begins 

later in the global day. The US stock benchmark fell 1 per cent on Monday. 

 

States Move to Coordinate on Reopening Plans 

 

Two groups of governors said they would coordinate efforts to gradually reopen businesses 

and ease social-distancing guidelines, even as President Trump said he had the ultimate 

authority over when to restart the economy.

 

The announcements by the governors on the East and West Coasts come after a decline in 

daily US infection rates in recent days has prompted some officials to express cautious 

optimism that infections may be hitting a plateau as mitigation efforts take hold.

 

Confirmed cases of Covid-19, the disease caused by the coronavirus, rose above 581,000 in 

the US on Monday, according to data from Johns Hopkins University. In the 24 hours ended at 

8 p.m Monday, 1,584 people died from the coronavirus and there were 26,366 new cases, 

down slightly from highs of more than 2,100 and 35,000, respectively, last week, according to 

a Wall Street Journal analysis of Johns Hopkins data.

 

The governors of New York, New Jersey, Connecticut, Massachusetts, Pennsylvania, 

Delaware and Rhode Island said they were creating a working group of public health, 

economic and government officials from each state to develop a regional plan. The group’s 

members will soon get to work, but they haven’t set a timeline for when they plan to reopen 

their economies. 

 

Looking to balance financial worries with fears that easing lockdowns could spur new 

outbreaks of the disease, governors warned the return to normalcy wouldn’t arrive all at once. 

 

“There is going to be no epiphany,” said New York Gov. Andrew Cuomo. “There will be no 

headline that says: ‘Hallelujah, It’s Over.’ ” 

 

North America’s Oil Industry Is Shutting Off the Spigot 

 

President Trump promised the US would curtail oil output in a pact with major producers over 

the weekend. There isn’t much for him to do: The dismal economics and strained physics of 

the oil market are causing US producers to shut down themselves. 

 

Canceled orders were mounting amid the sharp drop in fuel demand when Texland Petroleum 

LP decided to shut in each of its 1,211 oil wells and cease production by May. 

 

“We’ve never done this before,” said Jim Wilkes, president of the 7,000-barrel-a-day Fort 

Worth, Texas, firm, which has weathered oil busts since 1973. “We’ve always been able to sell 

the oil, even at a crappy price.”

 

Despite the agreement between Mr. Trump, Saudi Arabia and Russia aimed at buoying prices, 

West Texas Intermediate, the main US price gauge, closed Monday 1.5% lower at $22.41 a 

barrel. 

 

The US benchmark is down 63% this year and prices have been even worse in Midland, 

Texas, where a lot of oil extracted from the Permian Basin is priced, and in western Canada, 



from which most of the country’s output comes. Oil has traded below $10 a barrel in both 

markets. 

 

For Texland, low prices and balking buyers gave it no choice but to shut in its wells. The 

company told state regulators its plans and applied for a loan through the Small Business 

Administration’s Paycheck Protection Program to keep its 73 employees on payroll. 

 

From the West Texas desert, where oil is blasted from deep shale formations, to the wilds of 

western Canada, where multibillion-dollar steam plants bubble thick crude from the earth’s 

crust, energy producers are resorting to the desperate measure of shutting in productive 

wells. 

 

 

Baker Hughes said Monday that it would cut spending and approved a restructuring plan that 

would cut earnings by $1.5 billion in the first quarter. The company also took a $15 billion write 

down due to reduced business activity. 

 

It can take months for the flow from new wells to taper off, so production has only begun to 

reflect the austerity. US production has declined about 5% from March’s record levels, 

according to the Energy 

Information Administration. 

 

UK lockdown expected to continue despite ‘positive signs’ 

 

The UK government is unlikely to relax the nationwide lockdown to reduce transmission of 

coronavirus this week, despite indications that the social distancing measures are working 

and easing the strain on the National Health Service. 

 

Speaking at Monday’s Downing Street press conference, foreign secretary Dominic Raab said 

there are “some positive signs from the data that we are starting to win this struggle”. But he 

also warned that Britain has “still not passed the peak of this virus.” 

 



The announcement came as the UK’s death toll rose by 717 since Sunday, taking the number 

of those who have died in hospital after testing positive for coronavirus to 11,329. 

 

Another 4,342 Britons had tested positive for Covid-19 by 9am Monday morning, including 92 

cases in care homes. 

 

Mr Raab, who is deputising for Boris Johnson while he recovers from coronavirus, said the 

stringent social distancing measures were unlikely to be lifted soon, as the risk of a “second 

wave” of infections remains. 

 

“We don't expect to make any changes to the measures currently in place at that point and 

we won't until we're confident, as confident as we realistically can be, that any such changes 

can be safely made,” he said. 

 

The lockdown, which forbids citizens from leaving their homes except for shopping or 

exercise, legally must be reviewed by Thursday. The scientific advisory group (Sage) is 

expected to meet this week to analyse the initial three weeks of data and assess how 

effective the social distancing measures have been. 

 

Hard-hit European countries extend lockdowns but plan reopenings 

 

Leaders of Europe’s hardest-hit countries have vowed to keep lockdown orders in place but 

began outlining plans to reopen their economies amid signs they had overcome the worst of 

the coronavirus outbreak. 

 

President Emmanuel Macron announced in a televised address on Monday evening that he 

would extend France’s national lockdown until May 11. But he said crèches and primary and 

secondary schools would progressively reopen after that date and vowed to be able to test all 

with Covid-19 symptoms by then. 

 

Mr Macron’s signal that he was preparing to gradually lift isolation orders next month came on 

the same day that Spain became the first of the hardest-hit European countries to loosen its 

regulations, allowing workers in “non-essential” industries such as construction to return to 

their jobs after a two week ban. 

 

But Madrid has warned it could tighten Spain’s month-old lockdown again if infections and 

deaths rise anew. Although 17,489 people have died in Spain, the 517 fatalities in the past 24 

hours were well off last week’s highs of more than 900 a day. 

 

Still, there were mixed signals over how effectively the outbreak had been contained on the 

continent. Italy last week extended its strict social distancing measures until May 3, and on 

Monday announced its death toll had risen by 566 in the past 24 hours — a disconcerting 

increase from the 432 fatalities reported on Sunday. 

 

Despite Monday’s rise in fatalities in Italy — which took its tally to 20,465, second only to the 

US in reported coronavirus deaths — Italy, Spain and France have all in recent days shown a 

levelling out or declines in death rates, leading some to hope they could gradually reopen 

their economies in the coming weeks. 

 

Brussels is expected to present an EU-wide blueprint for lifting restrictions next week that 

calls for national capitals to coordinate their exit, according to a draft of the plan seen by the 

Financial Times.  

 

Model Portfolio 

 



 

Gold up, Stocks Up, USD down. 

 

That’s been the trend for the past week, or so and as such the Model Portfolio remains pretty 

much unchanged. 

 

As I mentioned last week, I’ve got a couple of trade ideas brewing, and I just need to wait for 

those damn ducks to line up!

 

Of course, check @PiQViP for any updates throughout the day.

Looking Ahead

We begin the short, post-Easter week on the quiet side with very little in the way of scheduled 

releases of data or on the Speakers/Events front. 

And with OPEC(etc) now seemingly behind us, today’s focus will be on COVID related 

business, in particular, chatter on reopening’s and further supportive fiscal and monetary 

measures.

https://twitter.com/piqvip


Be mindful that this week sees the start of Earnings Season, where we should begin to get a 

better sense on the damage being inflicted on the bottom line 

Keep it tight!
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