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Readying for Record Breaking Rebounds in GDP

I N  R E V I E W  

 U.S. industrial production slid 

0.6% M/M in September, led by a 

5.6% drop in utilities amid autumn 

temperatures, while manufacturing 

slid a more modest 0.3%, and 

mining rose 1.7%. Capacity 

utilization, at 71.5%, remains well 

below pre-crisis 76.2%. 

 University of Michigan 

consumer sentiment rose 0.8 

points to 81.2 in the preliminary 

October print. While current 

conditions slid amid slowing job 

gains and higher COVID-19 cases, 

this was offset by a rise in 

expectations for the year ahead. 

 Initial claims slid 55,000 to 

787,000 in W/E October 17. The 

completion of California’s review led 

data to be revised lower. Continuing 

claims fell 1.024 million to 8.373 

million in W/E October 10 as 

regular benefits continue to exhaust. 

 German consumer confidence 

deteriorated for the third-straight 

month to -3.1, well below pre-crisis 

levels. COVID-19 resurgence and 

rising unemployment are taking 

their toll on the biggest EU 

economy. 

 U.K. CPI accelerated to 0.5% Y/Y 

in September as the Eat Out to Help 

Out scheme expired, though weaker 

demand and a VAT extension should 

keep inflation subdued. 

 China activity data improved in 

September. A better-than-expected 

acceleration in retail sales points to 

a rebound in domestic demand. 

 The PBOC held policy steady at 

their October meeting amid data 

showing an impressive recovery. 

W A T C H  L I S T  

U.S. 

 3Q20 GDP is set to notch a record jump following a sharp Q2 contraction. While the 

rebound is largely old news, the data will be released five days before Election Day. 

 Personal income, spending, and savings for September will be released 

October 30. Recovering compensation to employees and fiscal stimulus via executive 

orders should support income. Further use of savings should support spending. 
 
Europe 

 Preliminary Q3 GDP in four major EU economies could show a record rebound, 

with bigger jumps in countries that saw bigger Q2 drops. France, Spain and Italy 

should post double-digit non-annualized Q/Q growth; Germany high-single digits. 

 Absent new policy at the ECB meeting, expect a hint of further stimulus at its 

December 10 meeting, as well as an extension of PEPP’s June 2021 deadline. 

 EZ inflation is expected to stabilize in October before increasing slightly, following 

its precipitous drop into negative territory. 
 
Asia Pacific 

 The BOJ is expected to hold policy steady at its October 29 meeting but downgrade 

growth and inflation in their new quarterly projections, due to a sharper-than-

expected Q2 contraction and a slow recovery in consumption. 

Date  Consensus  Previous 

U.S.      

Mon 10/26 New Home Sales 1010k ▼ 1011k 

Tue 10/27 Advance Durable Goods Orders 0.5% M/M  0.5% M/M 

Tue 10/27 FHFA House Price Index 0.7% M/M ▼ 1.0% M/M 

Tue 10/27 Consumer Confidence 101.9 ▲ 101.8 

Thu 10/29 Initial Claims   787k 

Thu 10/29 GDP Q3 (Advanced Estimate) 32.0% Q/Q ▲ -31.4% Q/Q 

Thu 10/29 Pending Home Sales 3.5% M/M ▼ 8.8% M/M 

Fri 10/30 Personal Income 0.3% M/M ▲ -2.7% M/M 

Fri 10/30 Personal Spending 1.0% M/M  1.0% M/M 

Fri 10/30 PCE Deflator 0.2% M/M ▼ 0.3% M/M 

Fri 10/30 Employment Cost Index 0.5% Q/Q  0.5% Q/Q 

Europe      

Mon 10/26 German IFO Business Climate 93.0 ▼ 93.4 

Thu 10/29 ECB Monetary Policy Meeting 0.0%  0.0% 

Fri 10/30 EZ Unemployment Rate 8.3% ▲ 8.1% 

Fri 10/30 EZ 3Q GDP (Advanced Estimate) 9.4% Q/Q ▲ -11.8% Q/Q 

Asia Pacific      

Tue 10/27 China Industrial Profits   19.1% Y/Y 

Thu 10/29 Japan Retail Sales -7.2% Y/Y ▼ -1.9% Y/Y 

Thu 10/29 BOJ Policy Rate   -0.1% 

Fri 10/30 Japan Industrial Production 2.7% M/M ▲ 1.0% M/M 
Arrows indicate consensus forecast compared to the previous period. Local dates of release. 
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T H E  H I G H L I G H T S  
China 3Q GDP 

China continues to lead the global economic recovery, with 3Q20 GDP growth 

accelerating from 3.2% Y/Y in Q2 to 4.9% Y/Y, just below the 5.5% consensus. 

Manufacturing rebounded while the services sector lagged. Retail sales growth 

accelerated faster-than-expected in September, suggesting that the services 

recovery—still with a way to go—is picking up into Q4. China looks set to 

return to pre-crisis GDP levels sooner than other major economies, but 

downside risks (such as rising cases elsewhere) weigh on external demand. 
 

U.S. Retail Sales 

U.S. retail sales rose a faster-than-expected 1.9% M/M in September, pushing 

sales 4% above pre-crisis levels. Gains were broad-based, supported by 

spending of pent-up savings, extra unemployment insurance benefits via 

Trump’s executive orders, and delayed back-to-school shopping. 

 U.S. RETAIL SALES, M/M% 

Source: Bloomberg. As of October 22, 2020. 
 

Twelve of the 13 major retail categories rose over the month. Apparel, sporting 

goods, and autos led the monthly increase; electronics and appliance stores 

regressed. September’s rosy spending should slow without new fiscal support. 
 

U.S. Housing Market 

Leading indicators suggest continued U.S. housing market strength, but 

supply constraints could weigh on construction. The NAHB housing market 

index rose 2 points to a record high of 85 in October, with improvements in 

both current and future components. Building permits—a proxy for future 

construction—rose the fastest since 2007, up 5.2% M/M in September, and 

housing starts rose 1.9% M/M. Starts and permits were stronger for single-

family than multifamily, a pandemic-related shift. Record-low interest rates 

are elevating demand despite an easing pace of job gains. However, supply 

constraints—record-low inventories, and shortages of lots, labor and 

materials—could weigh on construction timelines and push prices higher. 
 

Federal Reserve’s Beige Book 

Economic recovery continued at a “slight-to-modest” pace in the October 

report. Economic activity improved in all Federal Reserve Districts but varied 

by sector. The housing market continued its solid performance, while 

commercial real estate saw divergence, with industrial, warehouse and lab 

space performing well, while retail and office space didn’t. Variance in hiring 

reporting was notable from new furloughs to tight labor markets due to health 

and childcare concerns, which led to increased wages and flexibility. 
 

EU Common Debt Issuance Sees Booming Demand 

The European Union issued €17 billion ($20.1 billion) for its new 

unemployment benefit scheme, and investors offered to pay interest to the EU 

to buy its debt, requesting €233 billion and agreeing to pay 0.23% to own the 

10-year bonds. Investors also agreed to zero-interest payments to lend to the 

EU for 20 years. Their rationale is clear: investors may make money if interest 

rates become even more negative or on the FX side. The ECB is a buyer of 

these bonds through its asset purchase programs, as are foreign central banks, 

which bought a large share. 
 
Policy 

U.S. Fiscal Stimulus: House Speaker Nancy Pelosi and Treasury Secretary 

Steven Mnuchin narrowed their differences but remain ~$300 billion apart on 

a fifth coronavirus relief bill. Liability protections, funding levels for state and 

local governments, small business funding, the child tax credit, childcare 

programs and language surrounding spending on health care and testing 

provisions remain as sticking points. Senate Republicans continue to push 

back against a larger deal, preferring smaller, more targeted measures. Still, 

Majority Leader Mitch McConnell said the Senate would consider a bipartisan 

deal but has reportedly warned that Pelosi is not negotiating in good faith. 
 

Brexit: Negotiators restarted talks with the goal of finding a deal by 

November 13. British officials are prepared to water-down Prime Minister 

Boris Johnson’s controversial Brexit legislation to revive the talks, a pressure 

point for the EU. The EU has signaled flexibility on contentious fishing issues 

and the two jurisdictions’ resolution mechanism in the future. Positive 

responses from both sides could signal a (narrow) deal is near. 
 

China: A new law is set that would restrict sensitive exports vital to national 

security and expand China’s policy options as competition grows with the U.S. 

over technology access could be adopted soon by the National People's 

Congress Standing Committee. The Export Control Law would protect China's 

national security by regulating the export of sensitive materials and 

technologies that appear on a control list and apply to all companies in China, 

including foreign-invested ones. The measure would put China on a similar 

footing as the U.S., which uses strategic export controls against its adversaries. 
 

EU Tariffs: President Trump said the U.S. will strike back if the EU proceeds 

with tariffs on $4 billion of American products after the bloc won the WTO's 

permission to hit American goods with tariffs in its ruling over illegal state aid 

provided to Boeing. The EU will likely wait until after the U.S. election but its 

targeted list of U.S. industries includes: aircraft, coal, farm products and 

seafood. U.S. Trade Representative Robert Lighthizer's demand that Airbus 

repay billions of dollars in aid to European governments was rejected.  
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K E Y  F I N A N C I A L  I N D I C A T O R S  

 

 
 
 

Rates Yield 1 W Change 1M Change 3M Change 6M Change 12M Change YTD Change

Fed Funds 0.25% 0 bps 0 bps 0 bps 0 bps -175 bps -150 bps

U.S. SOFR 0.07% -2 bps -1 bps -4 bps 6 bps -179 bps -148 bps

3 Month USD Libor 0.21% -2 bps -1 bps -5 bps -83 bps -172 bps -170 bps

3 Month Euribor -0.51% 0 bps 0 bps -6 bps -27 bps -10 bps -12 bps

3 Month U.S. T-Bill 0.09% -2 bps -1 bps -3 bps -1 bps -157 bps -146 bps

2-Year U.S. Treasury 0.15% 2 bps 1 bps 0 bps -6 bps -145 bps -143 bps

10-Year U.S. Treasury 0.81% 9 bps 14 bps 21 bps 24 bps -98 bps -111 bps

10-Year German Bund -0.60% -2 bps -6 bps -14 bps -11 bps -25 bps -41 bps

10-Year U.K. Gilt 0.24% 2 bps 10 bps 10 bps -6 bps -50 bps -58 bps

10-Year JGB 0.03% 1 bps 2 bps 3 bps 2 bps 18 bps 5 bps

Fixed Income Yield OAS 1W Return 1M Return 3M Return 12M Return YTD Return

Barclays Capital U.S. Government-Treasury 0.57% N/A -0.6% -0.9% -1.2% 7.7% 8.0%

Barclays Capital U.S. TIPS 0.77% N/A -0.3% 0.0% 1.3% 10.0% 9.0%

Barclays Capital U.S. Aggregate 1.23% 56 -0.4% -0.5% -0.7% 7.0% 6.4%

Barclays Capital Global Aggregate 0.90% 47 0.3% 0.5% 1.8% 7.0% 6.6%

Barclays Capital U.S. ABS 0.54% 38 0.0% 0.0% 0.6% 4.5% 4.2%

Barclays Capital U.S. MBS 1.35% 57 0.0% 0.1% -0.1% 4.3% 3.5%

Barclays Capital U.S. Corporate Investment Grade 2.00% 124 -0.6% -0.5% -1.0% 8.3% 6.7%

BAML Euro Corporate Investment Grade 0.37% 110 0.1% 0.7% 1.5% 1.6% 1.6%

Barclays Capital U.S. Corporate High Yield 5.31% 467 -0.1% 1.3% 2.7% 4.5% 2.1%

BAML European Currency High Yield Non-Financial 4.07% 466 0.1% 0.0% 2.1% 0.6% -1.3%

CS U.S. Leveraged Loans 5.87% 562 0.1% 0.3% 3.0% 2.0% -0.2%

CS Western European Leveraged Loans Non-USD 5.32% 526 0.1% 0.4% 3.1% 0.9% 0.1%

JPM CEMBI Broad Diversified 4.54% 388 -0.2% 0.0% 1.9% 5.0% 3.3%

JPM EMBI Global Diversified 5.08% 412 -0.8% -1.0% 0.2% 2.1% 0.3%

JPM GBI-EM Global Diversified 4.44% N/A 0.8% -0.9% -0.5% -2.1% -4.5%

Equities Price Div Yield 1W Return 1M Return 3M Return 12M Return YTD Return

S&P 500 3,435.56 1.67% -1.5% 4.8% 5.9% 16.4% 7.9%

Euro STOXX 600 (Local) 360.79 2.12% -2.7% 1.1% -4.2% -8.5% -13.2%

U.K. FTSE 100 (Local) 5,776.50 4.57% -2.7% -0.5% -7.9% -19.4% -23.4%

Japan Nikkei 225 (Local) 23,639.46 2.22% 0.1% 1.2% 3.3% 4.8% -0.1%

China Shanghai Composite (Local) 3,325.02 2.13% -0.5% 0.2% 0.1% 13.1% 9.0%

MSCI AC World (Local) 579.35 2.04% -1.5% 2.3% 3.8% 11.0% 3.7%

MSCI Emerging Markets (Local) 1,137.91 2.19% -0.1% 2.6% 5.2% 15.0% 7.3%

Commodities/Currencies Price 1W Change 1M Change 3M Change 6M Change 12M Change YTD Change

S&P GS Commodity Index 360.11 -0.6% 3.7% 4.9% 57.8% -10.9% -17.4%

WTI Crude ($/bbl) 40.03 -2.0% 2.0% -4.1% 349.3% -24.9% -34.5%

Copper ($/lb) 3.19 4.8% 5.4% 8.6% 40.9% 21.2% 14.3%

Gold ($/oz) 1,924.15 0.7% 0.8% 4.4% 14.4% 29.0% 27.0%

U.S. Dollar Index 92.61 -0.8% -1.1% -2.6% -7.6% -4.8% -3.9%

Euro (USD/EUR) 1.19 1.0% 1.1% 3.4% 9.3% 6.5% 5.8%

British Pound (USD/GBP) 1.32 0.9% 2.9% 3.2% 7.2% 1.4% -0.6%

Japanese Yen (Yen/USD) 104.42 -0.7% -0.1% -2.3% -3.0% -3.8% -3.9%

Chinese Yuan (CNY/USD) 6.66 -1.2% -1.7% -4.8% -6.1% -5.8% -4.4%

Source:  FactSet and Bloomberg. As of October 21, 2020.
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Barings is a $346+ billion* global financial services firm dedicated to meeting the evolving investment and capital needs of our clients 
and customers. Through active asset management and direct origination, we provide innovative solutions and access to differentiated 
opportunities across public and private capital markets. A subsidiary of MassMutual, Barings maintains a strong global presence with 
business and investment professionals located across North America, Europe and Asia Pacific. 
 
IMPORTANT INFORMATION 
Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change without 
notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely 
performance. Investment involves risk. The value of any investments and any income generated may go down as well as up and is not 
guaranteed. Past performance is no indication of current or future performance. PAST PERFORMANCE IS NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio compositions and or examples set forth in this document are 
provided for illustrative purposes only and are not indicative of any future investment results, future portfolio composition or investments. 
The composition, size of, and risks associated with an investment may differ substantially from any examples set forth in this document. 
No representation is made that an investment will be profitable or will not incur losses. Where appropriate, changes in the currency 
exchange rates may affect the value of investments. Prospective investors should read the offering documents, if applicable, for the details 
and specific risk factors of any Fund/Strategy discussed in this document. 
Barings LLC, Barings Securities LLC, Barings (U.K.) Limited, Barings Global Advisers Limited, Barings Australia Pty Ltd, Barings Japan 
Limited, Baring Asset Management Limited, Baring International Investment Limited, Baring Fund Managers Limited, Baring 
International Fund Managers (Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE (Taiwan) Limited, Baring Asset 
Management Switzerland Sàrl, and Baring Asset Management Korea Limited each are affiliated financial service companies owned by 
Barings LLC (each, individually, an "Affiliate"), together known as "Barings." Some Affiliates may act as an introducer or distributor of the 
products and services of some others and may be paid a fee for doing so. 
NO OFFER:  
The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any financial instrument or 
service in any jurisdiction. The material herein was prepared without any consideration of the investment objectives, financial situation or 
particular needs of anyone who may receive it. This document is not, and must not be treated as, investment advice, an investment 
recommendation, investment research, or a recommendation about the suitability or appropriateness of any security, commodity, 
investment, or particular investment strategy, and must not be construed as a projection or prediction. 
 
In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved and before 
making any investment decision, it is recommended that prospective investors seek independent investment, legal, tax, accounting or other 
professional advice as appropriate.  
Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made in good faith in relation to 
the facts known at the time of preparation and are subject to change without notice. Individual portfolio management teams may hold 
different views than the views expressed herein and may make different investment decisions for different clients. Parts of this document 
may be based on information received from sources we believe to be reliable. Although every effort is taken to ensure that the information 
contained in this document is accurate, Barings makes no representation or warranty, express or implied, regarding the accuracy, 
completeness or adequacy of the information.  
Any service, security, investment or product outlined in this document may not be suitable for a prospective investor or available in their 
jurisdiction.  
Copyright and Trademark: 
Copyright © 2020 Barings. Information in this document may be used for your own personal use, but may not be altered, reproduced or 
distributed without Barings’ consent. 
 
The BARINGS name and logo design are trademarks of Barings and are registered in U.S. Patent and Trademark Office and in other 
countries around the world. All rights are reserved. 
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