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MARKET DEVELOPMENTS 
 

Australia’s Huge Household Debt Threatens to Worsen Recession 

Australia’s holds an enviable record of never 

really experienced a recession for almost 30 

years. But that has come with a less desirable 

record of highly indebted households and sky-

high property prices. This raises the risk that the 

recovery could take longer and could increase 

financial stability concerns if people can’t cover 

their loans. 

Household debt is almost double disposable 

income, twice the level of the U.S., and well over 

a year’s annual output. 

The nation’s prudential regulator recently 

conducted a stress test on banks based on a 

scenario of unemployment reaching 11%, which they have at present. Under this, lenders incurred significant losses and a 

substantial reduction in capital, but the latter was sufficient to remain above the regulatory minimum. The risk isn’t so much to 

the financial system that there will be a wave of defaults. But rather the risk was to the economy arising from what highly indebted 

households would do to avoid defaulting, which is substantially cut back their spending 

 

India Pulls Off First of Record Bond Sales With Higher Costs 

                                                                                                                                              

The Indian government sold all 100 billion rupees 

($1.3 billion) of the benchmark bond, with a bid-

to-cover ratio similar to its last sale on Thursday. 

The administration sold the benchmark 2029 

bond at 6.53% cutoff yield, with a bid-to-cover 

ratio of 2.45 times, similar to the last sale in 

January. It also sold 50 billion rupees of the new 

2022 security at 5.09% yield, and a forty-year 

note at 7.19% . 

Traders have been jittery heading into the first 

government auction of the fiscal year after states 

ended up having to offer much higher yields to   

get their bonds sold earlier in the week. While 

Thursday’s sale met with robust demand in the end, the weekly supply of issuances will jump by more than 20%, raising questions 

over the appetite of investors in the months ahead. 

Under this record-borrowing program the underwriters were almost paid 50 times more in fees, underscoring how nervous 

primary dealers were over the deluge of debt. The current levels of yields, holding at about 200 basis points over the repo rate 

are very rare, indicating the RBI will definitely come out with solid action soon to cap the yields. 

 

 

 

Figure 2: The chart represents global corporate bond sales in the mentioned quarters  

Figure 1: The chart represents household debt as a percentage of GDP for the following countries. 
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US Fed unveils $2.3 Trillion in programs to support the economy.  

 

The Fed plan would inject another $2.3 trillion into businesses and revenue-pinched governments. Under provisions outlined for 

the first time, the loans would be geared toward businesses with up to 10,000 employees and less than $2.5 billion in revenues 

for 2019.  

1. The payroll protection program and other measures are aimed at getting money into small businesses to the tune of $500 

billion in lending.  

2. While the Fed already has entered the municipal bond market, the latest steps establish a new Municipal Liquidity Facility 

that will offer up to $500 billion in lending to states and municipalities. 

3. The central bank also said it will expand three existing credit facilities aimed at increasing credit to households and 

businesses to the tune of $850 billion.  

 

 

Jamie Dimon (CEO- J.P. Morgan) said the coronavirus pandemic will lead to a major economic downturn and stress 

mirroring the meltdown that nearly brought down the U.S. financial system in 2008. 

In his 23-page letter, Dimon who successfully steered the bank through the 2008 financial crisis said tat J.P. Morgan’s earnings 

would be meaningfully down this year, though the bank is unlikely to cut their dividend.  

JPMorgan has been waiving fees for some loans, allowing customers to defer payments on mortgages and auto loans, and 

removing minimum payment requirements on credit cards. It’s also extended $950 million in new loans to small businesses over 

the past 60 days, and is planning to lend an additional $150 billion to clients across the world. 

 Dimon said JPMorgan has been working closely with the government during the crisis, but the bank “will not request any 

regulatory relief” for itself. Still, regulators could change capital and liquidity requirements to help more capital flow through the 

system, he said. 

JPMorgan has been stress-testing the impact that adverse scenarios, such as a jump in unemployment to 10% and a 50% drop in 

the stock market, would have on the bank. The firm’s $48 billion in pretax earnings last year would enable it to remain profitable 

even if revenue fell 20% and credit costs rise $20 billion from 2019, he said. 
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MAJOR MOVES THIS WEEKS 

 

 

                      

 
The dollar remains under pressure suffered from a sell-off as investors favour riskier assets after news of Europe’s steady decrease of 
coronavirus cases, particularly in hotspots like Spain and Italy.  Also The US Dollar (USD) also suffered after the US Federal Reserve announced 
new lending plans with $2.3 trillion dollars being provided to support the American economy. Australian $ rose due to the fact that China has 
been coming back to life. Brazilian real and Mexican peso after being depreciated intensely last week have pared those losses. Spike in Crude 
oil has supported Rubel whereas Euro rose marginally after the finance ministers were able to come to a common consensus on Fiscal stimulus 
 

                                       
 

Global equities rallied after the extent of corona virus cases reduced drastically over the last week in Europe and China. Over the last week 
there was also an influx of money into the ETFs in China and Canada which shows a temporary risk on in the market. Central governments 
through out the world injected cash into the economy in the form of fiscal stimulus. The total fiscal stimulus throughout the world accounted 
for about 7% to 16% of their GDP over different countries.  

                                     

The announcement of Trump negotiating a deal between the OPEC+ countried to enable a production cut of over 10 million barrels a day of 
crude pushed the prices to a weekly high of $36.4 per barrel. However due the delay of discussions within the OPEC+ members, crude prices 
fell below the week open. Gold and other precious metal rallied due to the influx of money into the economy and the uncertainity posed due 
to the pandemic. 

 

Euro
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Figure 3: The chart represents currency returns with respect to the US dollar 

Figure 3: The chart represents the equity index returns over the last week. 

Figure 3: The chart represents the weekly returns of commodity. 
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GLOBAL FUND MANAGER’S STATEMENTS  
1) Ray Dalio (Founder, Bridgewater Associates) on TED Connect talks :- “ I believe that increasingly there will be 

questions by bondholders who are receiving negative real and nominal interest rates, while there is a lot of 

printing of money, about whether the debt assets they are holding are good storeholds of wealth. I believe 

that cash, which is non-interest-bearing money, will not be the safest asset to hold” – April 8th 2020. 

 

2) Jeffrey Gundlach ( CEO, DoubleLine) on twitter :- "A successful near term retest of march lows" was a common 

consensus opinion no wonder we got such a big, rapid rally instead. The new narrative:" thanks to fed there 

will be no retest" will likely not come to pass either, leaving “a takeout of March lows” as the base case” – 

April 10th 2020. 

 

 

 

PACE 360’S FUTURE OUTLOOK 
 

“We have witnessed a huge reflation rally over the last week. This was one of the best weeks for risk assets in more 
than four decades. We believe that there is more upside to come next week but most of the risk assets are not very 
far from their interim peaks. We believe one should be selling into further rally from these levels as upsides would be 
somewhat limited in the near term.” 
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DISCLAIMER 

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, 
in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent. This report and information herein is solely for informational purpose 
and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes 
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and 
opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and 
needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.  Each recipient of this document should make such 
investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks 
involved), and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. 
Certain transactions –including those involving futures, options, another derivative product as well as non-investment grade securities - involve substantial risk and are not suitable for 
all investors. No representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document. The 
Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the 
report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this statement as may be required from 
time to time without any prior approval. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, 
to any other person or published, copied, in whole or in part, for any purpose. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages 
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. The person 
accessing this information specifically agrees to exempt PACE or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold 
PACE or any of its affiliates or employees responsible for any such misuse and further agrees to hold PACE or any of its affi liates or employees free and harmless from all losses, costs, 
damages, expenses that may be suffered by the person accessing this information due to any errors and delays. 
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