
1

T. ROWE PRICE INSIGHTS
ON U.S. EQUITY

KEY INSIGHTS
■■ With so much uncertainty still surrounding the coronavirus pandemic, 

necessitating ongoing social distancing, it is difficult to gauge just how long this 
acute economic disruption might last.

■■ We believe current consensus expectations may be overestimating the trajectory 
for improvement and that the time frame for returning to a “normalized” 
environment could be longer than anticipated.

■■ It is difficult to determine exactly when we might emerge from the current crisis, 
as a range of potential best, worst, and base case scenarios remain in play, 
but how quickly this happens and when we can get to a normal recessionary 
environment is crucial in our view.

Consensus Expectations 
May Be Overestimating 
the Recovery Trajectory
Returning to a “normalized” environment could take 
longer than many anticipate.

The severe threat posed by the 
novel coronavirus to public health 
and the drastic measures taken 

by governments to contain its spread 
have had a significant knock‑on impact 
on the U.S. and global economies. With 
so much uncertainty still surrounding 
the pandemic, necessitating ongoing 
social distancing measures, it is 
difficult to gauge just how long this 
acute economic disruption might 
last. Accordingly, we believe that 
current consensus expectations 
may be overestimating the trajectory 
for improvement and that the time 
frame for returning to a “normalized” 
environment will potentially take longer 
than is currently anticipated.

Social Distancing Is Central to the 
Near‑Term Outlook 

Trying to determine when a potential 
peak in the crisis might occur and 
how long it might take until we get 
to a normalized environment is 
highly dependent on how long social 
distancing measures remain in place, 
both in the U.S. and globally. While the 
impact of these measures on containing 
the outbreak in certain cities like New 
York has clearly been felt, the same 
success cannot necessarily be assumed 
for the rest of the country. Each state 
has taken its own approach to social 
distancing, implementing it at different 
times and with varying levels of support 
and adherence by the public. Therefore, 
it is difficult to get an accurate sense of 
how effective these measures will prove 
at a nationwide level.
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Given this 
uncertain picture, 
near‑term 
consensus 
expectations 
appear overly 
optimistic in 
our view.
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The “Best‑Case” Scenario—
Peak in Mid‑May

Given this uncertain picture, near‑term 
consensus expectations appear overly 
optimistic in our view. Currently, the 
market is anticipating a peak in the 
number of new coronavirus cases 
being reached around mid‑May 2020, 
after which the number of new cases is 
expected to rapidly decline, with a return 
to a more “normal” market environment 
anticipated by early June 2020. 

Our view is that this is a likely best‑case 
scenario, with around a 15%–20% 
chance of playing out. Our main 
concern is that the market appears 
to be looking toward countries like 
China, Korea, and Singapore, and the 
effectiveness that social distancing 
efforts have had in these countries, 
and automatically assuming that 
this success will be replicated in the 
U.S. We are less optimistic about 
the near‑term effectiveness of social 
distancing efforts across the U.S., and 
so we are also less optimistic about 
the expected time frame for a return to 
a normalized environment.

The “Base Case” Scenario—Peak in 
Late May/Early June

A more reasonable base case scenario, 
in our view, one that we put at around 
a 60% chance of playing out, is that we 
see a peak in new cases in late May/
early June and start to return to a more 

normal environment somewhere around 
mid‑ to late July. This normalcy is likely 
to last until around mid‑December 2020. 
However, around this time, during the 
northern hemisphere winter, there is a risk 
that the coronavirus could migrate back 
from the southern hemisphere, so we see 
social distancing programs potentially 
becoming relevant again, perhaps not 
nationwide, but as and when required, to 
avoid a second wave of the coronavirus 
taking hold. This environment is likely to 
continue until around the end of March 
2021, in our view. 

The “Worst‑Case” Scenario— 
a Longer Recovery Period

A potential worst‑case scenario would be 
one in which a peak in new coronavirus 
cases is reached at some point, but the 
number of new cases does not come 
down to a low enough level to give 
people the confidence to begin returning 
to work, going to restaurants, traveling 
again, etc. At this stage, we do not have 
any clarity on what an acceptable level 
of new cases might be for people before 
they feel confident to return to work 
in a significant way. This is the most 
negative scenario in our view, and we 
attach a roughly 15%–20% chance to 
this potential outcome. If this were to 
play out, the environment would not be 
as bad as the acute economic disruption 
we are currently in, but it would ensure 
that we remain anchored in a severe 

...we are spending 
a lot of time trying 
to understand just 
how quickly we 
might be able to 
get to a normal 
recession.

The Coronavirus Pandemic and Its Dislocating Economic Impact
How quickly we can return to a “normalized” environment is key.

Coronavirus outbreak

Stages of the Developing Crisis Knock-On Economic Impacts

Lockdown measures/social distancing
Corporate stress, revenue losses, 
liquidity pressure

Economic contraction Markets sell-off, sharp rise 
in job losses

Monetary and fiscal stimulus Markets stabilize, but more stimulus 
might be needed if crisis persists 

Virus peak and eventual return 
to a “normalized” environment
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economic downturn for at least the next 
nine months. 

Getting to the Other Side of the 
Crisis Is What Matters Most

In the absence of a coordinated, 
nationwide testing program, with an 
effective, widely available treatment still 
some way off and with social distancing 
measures still in place, there is still much 
uncertainty surrounding the coronavirus 
pandemic and its economic impact. 

One key aspect that we are spending 
a lot of time trying to understand is just 

how quickly we might be able to get 
to a normal recession. As strange as 
this might sound, it is one of the most 
important questions to answer. We are 
currently in such an acute economic 
downdraft that the shape of a potential 
recovery—whether it is “V” or “U” or any 
other—is not the most pressing issue in 
the here and now. 

We are clearly heading into a recession 
on the other side of the crisis. Just how 
quickly we can get to this normalized 
environment and through the current 
period of extreme economic dislocation 
is crucial. 

WHAT WE’RE WATCHING NE X T 
We are spending a lot of time talking to management teams about 
company budgets, and information technology (IT) budgets, in particular. 
This tends to be one of the first areas to be cut in a downturn, so 
understanding the likely magnitude of cuts, overall, as well as any specific 
areas of focus within IT, will help to ensure that we are favorably positioned 
in companies that are less vulnerable to budget cuts while avoiding those 
that appear most exposed.
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Important Information
This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature, 
including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent 
legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive 
revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income 
from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to 
conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy 
or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without 
notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be 
copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon 
specific request. It is not intended for distribution to retail investors in any jurisdiction.

Australia—Issued in Australia by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 50B, 
Sydney, NSW 2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose upon request only. The strategy and/or any products associated 
with the strategy has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited Investors as 
defined under National Instrument 45‑106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.

China—This material is provided to specific qualified domestic institutional investor or sovereign wealth fund on a one‑on‑one basis. No invitation to offer, or offer for, or sale 
of, the shares will be made in the People’s Republic of China (“PRC”) (which, for such purpose, does not include the Hong Kong or Macau Special Administrative Regions or 
Taiwan) or by any means that would be deemed public under the laws of the PRC. The information relating to the strategy contained in this material has not been submitted 
to or approved by the China Securities Regulatory Commission or any other relevant governmental authority in the PRC. The strategy and/or any product associated with the 
strategy may only be offered or sold to investors in the PRC that are expressly authorized under the laws and regulations of the PRC to buy and sell securities denominated 
in a currency other than the Renminbi (or RMB), which is the official currency of the PRC. Potential investors who are resident in the PRC are responsible for obtaining the 
required approvals from all relevant government authorities in the PRC, including, but not limited to, the State Administration of Foreign Exchange, before purchasing the 
shares. This document further does not constitute any securities or investment advice to citizens of the PRC, or nationals with permanent residence in the PRC, or to any 
corporation, partnership, or other entity incorporated or established in the PRC.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd. This material is communicated on behalf of T. Rowe Price International Ltd. by its 
representative office which is regulated by the Dubai Financial Services Authority. For Professional Clients only.

EEA ex‑UK—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.à r.l. 35 Boulevard du Prince Henri L‑1724 
Luxembourg which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is 
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Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances 
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solicitation, purchase or sale would be unlawful under the laws of Malaysia.

New Zealand—Issued in New Zealand by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, 
Suite 50B, Sydney, NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New 
Zealand, nor may any offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is no 
contravention of the Financial Markets Conduct Act 2013.

Philippines—THE STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING OFFERED OR SOLD HEREIN HAVE NOT BEEN REGISTERED 
WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR 
ANY SECURITIES IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.

Singapore—Issued in Singapore by T. Rowe Price Singapore Private Ltd., No. 501 Orchard Rd, #10‑02 Wheelock Place, Singapore 238880. T. Rowe Price Singapore Private 
Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.

South Africa—T. Rowe Price International Ltd (“TRPIL”) is an authorised financial services provider under the Financial Advisory and Intermediary Services Act, 2002 (FSP 
Licence Number 31935), authorised to provide “intermediary services” to South African investors.

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.

Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a security, or any 
other product or service, to any person in the Republic of China.

Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in Thailand. 
The material is provided solely to “institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any member of the public in 
Thailand is permitted. Nothing in this material shall be considered a provision of service, or a solicitation to buy, or an offer to sell, a security, or any other product or service, to 
any person where such provision, offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations.

UK—This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 4TZ which is authorised and regulated by the UK 
Financial Conduct Authority. For Professional Clients only.

USA—Issued in the USA by T. Rowe Price Associates, Inc., 100 East Pratt Street, Baltimore, MD, 21202, which is regulated by the U.S. Securities and Exchange Commission. 
For Institutional Investors only.

© 2020 T. Rowe Price. All rights reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the bighorn sheep design are, collectively and/or apart, trademarks or 
registered trademarks of T. Rowe Price Group, Inc.

ID0003184 (05/2020)
202005‑1181848

T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 


