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Unlike prior crises, the COVID-19 pandemic is a global public health crisis and has taken
an unprecedented toll on way we work and live. Amid the pandemic, it is natural to wonder
when life will return to normal or will it be permanently disrupted, as humanity adapts the way
it works and lives to a new set of economic and social realities. Some of these changes may
well be permanent, while others might be transitory, with behaviours normalising once the
virus is largely brought under control, either via a vaccine or an effective treatment to COVID.

In many cases, the virus has sped up existing trends such as
digitalisation, deglobalisation, regulatory transformation and
sustainability, which might have taken years to develop were
it not for the pandemic. The ultimate result of the interplay of
the trends and forces borne out of the COVID pandemic in
the years to come is difficult to forecast. Importantly, faced
with these forces, investors will need to consider reviewing
their investment strategy to ensure their allocation is resilient
to any potential structural shifts in behaviours. In this piece,
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we highlight some potential trends were social distancing
behaviours were to last for an extended period.
The COVID-19 pandemic has brought about significant
changes to the way people work and live. Some of these
changes will be permanent, while other habits will likely return
to normal as soon as the virus is brought under control, most
likely through the discovery of a vaccine or a more effective
treatment.
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In the latter scenario, social distancing will be temporary, with
many behaviours returning to normal, just like post-SARS in
2002-03. In a scenario where social distancing is going to be
practiced for an extended period, much of the behavioural
changes we see today will likely be enduring and practiced for
many years to come.
Alternatively, even if social distancing is not required long term,
some behaviours will probably remain – eg. reduced retail
foot traffic and increased work from home (WFH) due to their
potential efficiency gains. This will likely not be a “either/or”
scenario, but one where we may end up somewhere on the
spectrum between extremes.

The ultimate result of the interplay of these forces is naturally
difficult to forecast. Nevertheless, in the table below, we
highlight some potential trends if social distancing is to
last for an extended period. Many of these trends, such as
digitalisation, are already under way and COVID-19 merely
served to accelerate them. Importantly, faced with these forces,
investors will need to consider reviewing their investment
strategy to ensure their allocation is resilient to any potential
structural shift in behaviours.

Post-pandemic structural shifts that may gain further momentum should social distancing begin to permanently change the way
societies conduct everyday life
Broad themes

Potential acceleration in the below trends

Acceleration of digitalisation

• Transformation of demand, technology firms’ role shifts from complementary to essential
• Upgrade of telecommunication infrastructure (including to 5G) and data storage
• Rise in demand for digital health, hygiene, and wellness products and services
• Shift to more dynamic business models shaped by the adoption of Artificial intelligence (AI)
• Entertainment as a Service (Eaas) and further momentum in e-Sports
• Improved financial inclusion and increased adoption of cashless payments
• Cloud computing, collaboration software and online work and learning solutions
• Cyber security and digital privacy

Deglobalisation –
China vs the West

• Onshoring and automation of supply chains
• Supply chain transparency and resiliency
• Rationalisation of product selection and international asset divestitures

Government and regulatory
transformation

• Greater government role in personal and business sphere
• Fiscal policy role to expand and further complement monetary policy tools
• Regulatory uncertainty related to new business models
• Second order implications from pricing, competition and consumer protection regulations

Sustainability push (Transport,
food, energy and more)

• Even greater focus on renewable energy (also thanks to “Green” fiscal stimulus plans)
• Alternative food sources and sustainable farming
• Sustainable travel/tourism and public health security
• Micro-mobility, smart cities, smart buildings

Source: Various sources, Standard Chartered
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WHAT ARE POSSIBLE INVESTMENT THEMES IN THIS CONTEXT?

Acceleration of digitalisation
While the above topics highlight some industry and sectoral
trends, these are neither happening in a vacuum nor sequentially.
Technology solutions will become pivotal enablers of these
shifts, sparking a wave of activity in 5G, semiconductors,
telecommunication equipment, wearables, cloud computing
and a wide array of uses for AI.
The evolution of consumer demand will also shape how
technology will respond to (and influence) spending behaviours,
with e-commerce taking even more of a prominent role in our
lives. The “new consumer” shops online far more, is more
willing to switch across brands and is refocusing towards
domestic and local experiences. This change will likely also
apply to B2B (business-to-business) models.
In the healthcare space, the focus will clearly be on efficiency
and scalability of technological solutions in various key areas
of the healthcare value chain (e.g. delivery, diagnosis and drug
development). Personal care and wellness will be even more
in focus as wearables adoption continues to climb (c. 27%
annual growth in the next decade as per various studies).
Flexible working options and online education are also set
to be great drivers of the change. As more employees grow
comfortable with WFH, a move away from city centres and
offices could lead to a reverse of the urbanisation process, with
significant implications for real estate and other sectors (e.g.
physical retail, public transport, etc.).
Moreover, with increased remote working, companies may
face more cyber attacks with employees contacting remote
data centres from non-secure personal networks, in contrast
to connections previously concentrated in the more secure
environment of a central office.
Last, but not least, the growth of online services, including
online education, will continue to place high importance on
cloud-based solutions, video conferencing and collaboration
software, with potentially different ramifications for public
education versus higher education or corporate training.
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Deglobalisation – China vs the West
Geopolitical tensions, particularly between the US and China, were rising before COVID-19. The pandemic has
now further accentuated the threat to cashflows for large international firms. Historically, firms could experience
disruptions for two to four weeks in every c.3 years, costing about 45% of one year’s operating profits, according
to a Mckinsey study. In recent years, however, disputes linked to geopolitics and/or trade have increased the
frequency and the unpredictability of these disruptions. Firms are thus choosing to increase supply chain
resilience via onshoring, transparency and financially resilient business partners, while also divesting assets and
rationalising product selection. This transition may prove expensive for both firms and eventually consumers in
the short term as resiliency is prioritised over efficiency.
Government and regulatory transformation
Already, the distribution of COVID-19 stimulus packages by governments across the world has surpassed
both in terms of size (c.3x compared to the 2008 financial crisis within G20) and speed the previous responses
to crises, matching levels only seen during war times. However, we also note, there could be cases where
growing political pressure to support struggling firms could add to complexity. We thus envision a high level of
regulatory uncertainty stemming from governments’ response to COVID-19 and from the acceleration of the
above highlighted structural themes of Digitalisation, De-Globalisation and Sustainability.
Great emphasis on Sustainability
Sustainability trends have also shifted to a higher gear, thanks to the pandemic. From an investment point of
view, the shift toward sustainability is not just poised to give sustainable assets a potential return advantage,
but we also see it altering other return drivers and impacting firms’ way of operating altogether (please request
a copy of our “Sustainable investing post COVID-19” thematic article for more details).
Lastly, businesses and governments will need to rapidly adapt to these changes, while also navigating the
uncertainties arising from inequality and populism, walking a fine line between different ideologies in a multipolar
world.

In conclusion, while a lot will depend on the evolution of the virus and how long social distancing measures will remain in place,
the key message is the COVID-19 crisis is more likely to accelerate changes that were already under way. Importantly, investors
will need to consider reviewing their investment strategy to ensure their allocation are resilient to these potential structural shifts in
behaviours.
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