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REOPENING THE ECONOMY IS A
BALANCING ACT
The reopening of the economy faces several challenges as
COVID-19 cases surge along with job gains and greater consumer spending. Many states began reopening in May after
a lengthy shutdown. May posted the largest monthly jump in
retail sales.
In this Summer 2020 newsletter ESJ will provide highlights on
the:
• State of the US Economy
• Commercial Real Estate Industry Recovery
• Impact of COVID-19 on Investments in the Education
Sector
• Impact of Remote Working on the Office Sector
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U.S. Economy
While consecutive months of stock market advances, job gains, and growth in the retail sector that have provided excitement,
reemerging reported cases of COVID-19 illustrates risks. A few key points in the recovery thus far are noted below:
•

U.S. GDP contracted by 32.9% on an annualized basis in the second quarter of 2020, which was slightly lower than the 34.7%
projected decline

•

CBRE expects an increase of 23.9% in the GDP for the third quarter of 2020 (5.5% quarter-over-quarter)

•

Rehiring in the hardest-hit sectors has provided job gains, but a return to pre-COVID-19 employment is unlikely without a health
solution
-

The Sunbelt has enjoyed a better recovery than other areas of the U.S. as most of these states opened early, but are now
seeing a spike in COVID-19 cases

-

To address the health crisis, U.S. government agencies and private healthcare firms formed a partnership known as
Operation Warp Speed (“OWS”) that aims to deliver 300 million doses of a safe, effective vaccine by January 2021

-

Part of the challenge in containing COVID-19 in the U.S. is not having a national approach as the states and local (city,
county) governments are dictating the pace on opening their respective economies

•

Job growth and consumer spending in May and June provide encouraging signs of an economy poised for recovery. Combined,
7.3 million jobs were added during those months. Retail sales increased 18.2% month-over-month in May, and an additional
7.5% in June
-

Spending and household budgets have undoubtedly been bolstered by government support provided as part of the CARES
Act. Federal legislators are currently developing plans for another round of stimulus which will play a pivotal role in the
near-term economic outlook

•

New home sales rose 16.6% in May due to a lack of inventory. Mortgage volume was also up significantly

•

High-income consumers spent less as reflected in a 33% increase in personal savings in April and creates the potential for a
boost in the coming months due to pent-up demand

Commercial Real Estate Recovery
The recovery in commercial real estate fundamentals will likely lag
and will vary by property type
•

Industrial and multi-family are expected to remain resilient
according to CBRE

•

The office recovery will be slow until there is clarity until
employers can confidently understand the timeline for fully
reopening offices and incorporate remote-working initiatives

•

Sustainable recovery for hotels and retail are directly tied to
a vaccine

•

Rent collections have been stable in most sectors
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Impact of COVID-19 on Investment in the Education Sector
ESJ continues to monitor the COVID-19 pandemic, which forced schools to switch to remote learning nationwide in March 2020,
and in particular, the impact that COVID-19 may have on investments in the charter education sector.
•

•

•

Spring 2020 Semester Rent Collection: ESJ can report that there was
virtually no impact with rent collection for Charter Schools during this
period as state budgets were already established for the year
School Openings for Fall 2020 and Beyond: Parents and education
professionals all noted issues with remote learning, with the less
affluent more negatively impacted. As a result, there is overwhelming
support for in-person school, either direct or some form of hybrid, as
noted by a recent Gallup Poll
The Centers for Disease Control (“CDC”) has provided a comprehensive
set of guidelines for safely reopening U.S. schools, highlighting the
importance of in-person school for the development of social and
emotional skills as well as the physical and nutritional needs of students

Schools are an important part of the infastructure of communities. They provide safe, supportive learning environments, employ
teachers and other staff, and enable parents and guardians the ability to work. Based on all of the available data and given the
importance of schools, the COVID-19 crisis should not have any long-term negative impact on investments in charter schools in
the U.S.
Impact of Remote Working on the Office Sector
Companies are beginning to rethink the effectiveness of remote working, while some other firms are making plans to reduce their
footprint in leased space over the coming years. A recent report from Green Street projects a possible reduction of 10% to 15% in
the need for office space, nationally. This reduction, according to Green Street, will be geographical with the shift away from the
large international cities into smaller cities. In addition, offsetting some of the reduction will be that firms will lease more square
footage to accommodate social distancing.
However, other firms are reporting the following issues with remote working:
• Former HR Chief of Google feels remote working will not be sustainable citing that initial productivity gains may have peaked
and leveled off because employees felt a sense of doom and job loss
• The head of the Canon photocopier division commented that employees are getting fatigued
• Other executives cite logistical issues with training and a slippage in the quality of work and the general feeling that people
need to be with other people
Clearly executives have drastically varying views on the future of remote working, but it is ESJ’s view that the office market will see
some impact.
Sources: CBRE, Marcus & Millichap, Federal Reserve, and U.S. Bureau of Labor Statistics
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