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Recovery Sets Sail Amid Choppy Seas
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Outlook Summary

The stakes are high this summer. The economy has begun the long climb 

back to more normal levels of activity, and investors continue to measure the 

damage from the massive shock against the unprecedented government 

response. The initial bounce has been substantial as many European countries 

and parts of the United States have made significant progress in containing 

COVID-19, and physical constraints on activity have been lifted. However, 

economic activity remains depressed, and the IMF has already revised its 

forecast for this year’s GDP contraction from -3.0 to -4.9%. Moreover, recent 

COVID-19 outbreaks in several American states and key Emerging Markets 

mean that uncertainty remains high, with limited lockdowns still possible. 

Nevertheless, amid very noisy data, early measures of U.S. and European 

consumption show a better-than-expected rebound from the ample fiscal 

and monetary support. This is both a strength and a weakness of the economic 

outlook, as so much depends on the continued income support by the public 

purse. Yield curves have begun to steepen slightly, even if very low rates 

suggest much more concern. Risk assets remain vulnerable to bad headlines, 

but have rallied sharply to reflect this better news and seem to be pricing in a 

second half where government support continues, the disease can be managed 

and a vaccine is on the way.

In the U.S., unprecedented levels of fiscal support and reopening measures have 

led to a faster-than-expected rebound in consumer spending and aided loan 

repayments, particularly among lower-income individuals. Pent-up demand, low 

mortgage rates, and shifting consumer preferences have boded well for the 

housing market and the auto sector. The labor market, following the upward 

surprise in May, continues to improve. While it will be a long road to the pre-

crisis unemployment rate, it is encouraging that higher-wage jobs have 

held up better, as the higher-income cohort makes up a larger share of total 

spending. However, downside risks weigh heavily on the outlook. Markets, which 

have correctly priced in the faster-than-expected rebound in activity, are now 

implying a much more tempered outlook. There are also concerns that new 

COVID-19 hotspots could emerge, leading to more restrictive measures or 

weighing on consumer sentiment. And finally, uncertainty remains about the size 

of another fiscal stimulus package. 

In Europe, lockdowns have managed to contain the virus spread and EU 

economies are reopening. The economic damage inflicted by these policies has 

however been sizeable. For economic activity to return to pre-COVID levels (our 

definition of a V-shaped recovery), industrial production and sales still have a lot of 

road to travel. Furthermore, the effective public support has (fortunately) contained 

unemployment and bankruptcy increases so far. The full extent and transiency of 

the economic damage has thus not shown yet. Early signs of improvement, 

combined with the better-than-expected policy response both at the national and EU 

levels, are encouraging, and markets seem to have taken note, with European 

markets outperforming U.S. counterparties, which is rare. If one looks for them, a 

long list of worries is readily available, including a potential second wave of 

contagion and Brexit.

China’s economy continues to recover, driven by domestic demand and 

government support, while weak global activity is keeping a lid on the rebound, as it 

weighs on new orders, particularly at factories. While improving economies outside 

of China will aid China’s recovery, rising trade tensions with the rest of the world or a 

renewed trade war are downside risks to the outlook. Japan’s recovery continues 

to lag, as it was hit by the virus later and entered the crisis already in contraction. 

While higher-frequency data had shown some improvement in June, retail, 

recreation, and workplace mobility has begun to stabilize at low levels. However, 

massive fiscal and monetary support should help aid a rebound in the second half of 

the year. In South Korea, exports are improving, indicating global earnings growth 

may be on the road to recovery. Outside Northern Asia, however, signs of life 

are more tentative; growth in Thailand, Indonesia and India remain subdued while 

Malaysia experiences deflation. 

Upside Downside

Vaccine is widely available by year-end Disappointing U.S. fiscal stimulus

Intensification of trade war 

Another severe COVID-19 outbreak

UPSIDE/DOWNSIDE RISKS TO THE OUTLOOK
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The Difficult Trade-Off Between Viral Contagion and Economic Recovery

Monthly Spotlight

Spread of the virus has generally been on the decline for most developed countries, 

but several hotspots remain. Particularly, the U.S. has seen a resurgence of new 

cases primarily in the western and southern parts of the country. The stakes are 

high in the summer months ahead. If individuals adjust behavior through social 

distancing and other measures, the curves may flatten again and hospitals will not 

be overwhelmed. Otherwise, governments will have to make difficult trade-off—let 

the virus disseminate but allow activity to recover or implement new lockdowns. It is 

highly likely that, in this challenging scenario, partial lockdowns will be implemented 

first in an effort to maintain economic activity while containing the spread of the 

disease. The next few months will thus confirm if early signs of recovery will 

transform into a full-blown one.

In the U.S, while early hotspots in the Northeast, such as New York and New 

Jersey, have been relatively successful in flattening the curve, some southern and 

western states such as Florida, Texas, Arizona, and California have seen a recent, 

rapid increase in COVID-19 cases. These rises have already led to more restrictive 

measures, such as bars being closed in Texas and restaurant capacity being 

capped at 50%. While it is unlikely that the stay-at-home orders from March and 

April will be re-implemented, the bigger risk to the outlook is how the rising cases 

will weigh on consumer sentiment, and therefore, spending. While it is too soon to 

say with certainty whether the rise in infections is causing consumers to tighten their 

purse strings, there are early signs that spending may be tapering in these states.
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Source: Bloomberg and IMF as of 06/30/2020. (E)—Bloomberg private market consensus 

estimates for GDP, CPI and rates. Trade volume data is a projected figure from the IMF.

Global

Economic Activity 2016 2017 2018 2019 2020 (E) 2021 (E)

Real GDP (Y/Y %) 3.4 3.9 3.6 2.9 -3.7 ▼ 5.1 ▲

CPI (Y/Y %) 2.8 3.2 3.6 3.6 2.0 ▼ 2.5 --

Trade Volume (Y/Y%) 2.3 5.7 3.8 1.0 -11.9 ▼ 8.0 ▲

Inter-Bank Rates

3-Month USD Libor 1.00 1.69 2.81 1.91 0.42 ▼ 0.56 ▼

3-Month Euribor -0.32 -0.33 -0.31 -0.39 -0.37 ▲ -0.36 ▲

3-Month GBP Libor 0.37 0.52 0.91 0.79 0.18 ▼ 0.23 ▼

3-Month JPY Libor -0.05 -0.02 -0.07 -0.05 -0.07 ▲ -0.07 ▼

OUTLOOK

The stakes are high this summer. The economy has begun the long climb back to more normal levels of 

activity, and investors continue to measure the damage from the massive shock against the unprecedented 

government response. The initial bounce has been substantial as many European countries and parts of the United 

States have made significant progress in containing COVID-19, and physical constraints on activity have been lifted. 

However, economic activity remains depressed, and the IMF has already revised its forecast for this year’s 

GDP contraction from -3.0 to -4.9%. Moreover, recent COVID-19 outbreaks in several American states and key 

Emerging Markets mean that uncertainty remains high, with limited lockdowns still possible. Nevertheless, amid very 

noisy data, early measures of U.S. and European consumption show a better-than-expected rebound from 

the ample fiscal and monetary support. This is both a strength and a weakness of the economic outlook, as so 

much depends on the continued income support by the public purse. Yield curves have begun to steepen slightly, 

even if very low rates suggest much more concern. Risk assets remain vulnerable to bad headlines but have rallied 

sharply to reflect this better news, and seem to be pricing in a second half where government support continues, the 

disease can be managed and a vaccine is on the way.
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Source: Bloomberg and FactSet. As of 06/30/2020.

Global

CENTRAL BANKS backstopped everything from liquidity to solvency risks and have now 

entered a holding pattern.

Economy

Policy Rate 

(%)

Next CB 

Meeting

Implied Policy Rate (%)

3M 6M 1Y

U.S. 0.13 07/29/2020 0.10 0.07 0.04

Eurozone -0.50 07/16/2020 -0.53 -0.55 -0.58

U.K. 0.10 08/06/2020 0.09 0.06 0.00

Japan -0.04 07/15/2020 -0.05 -0.05 -0.05

China 2.20 — 1.13 1.35 1.32

• The FOMC is expected to remain at the zero-lower bound for several years. Despite announcing this month to 

finally begin corporate bond purchases, balance sheet expansion has recently topped out amid decreasing 

demand for some of its liquidity facilities and as the pace of Treasury purchases stabilizes.  

• With risks of the legality of QE quelled for now, the ECB remains focused on non-standard measures, expanding 

its pandemic-related bond-buying program to €1.35 trillion. It also launched a new repo facility to provide liquidity 

in non-euro area central banks though next year. 

• The BoE voted to again increase its asset purchase program to a total new envelope of £745 billion. However, 

the pace of purchases is expected to slow through year-end as liquidity conditions stabilize. 

• The BOJ continues to maintain its easing bias but has shifted focus from financial stability to support for 

companies and employment as purchase of JGBs and ETFs have stabilized. 

• The PBOC continues its accommodative stance and remains committed in maintaining ample liquidity conditions 

in the banking sector, with markets pricing in further easing in the next three months. 
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Source: Bloomberg, FactSet, and Cornerstone Macro. As of 06/26/2020.

• Consumer spending has had a strong initial rebound 

across many countries amid massive fiscal stimulus, 

reopening measures, and some containment of 

COVID-19, but concerns remain about whether this 

can be sustained.

• Retail sales in China began improving in April as the 

virus started and was contained earlier, driven by 

domestic demand. Retail sales in the U.S., U.K., 

and Spain began improving in May but remain down 

from both February and year-ago levels.

• While consumer spending is expected to improve, 

not enough fiscal support—particularly in the U.S.—

or rising COVID-19 cases that impact consumer 

sentiment or result in greater restrictions continue to 

weigh on the outlook.

CONSUMPTION is strengthening in China, 

the U.S. and many European economies 

amid fiscal support and reopening.

Unprecedented levels of FISCAL SUPPORT 

has been key to the rebound, but more will 

be needed.

STEEPER YIELD CURVES signal some 

optimism even though rates remain firmly 

anchored to the downside. 

Global

• In the U.S., fiscal stimulus has been particularly 

helpful among the lower-income cohort, leading 

many to be better off than before the pandemic, 

helping consumer spending and loan repayments. 

However, more is needed before the end of 

summer.

• In Europe, fiscal support and effective furlough 

schemes have helped keep the unemployment rate 

low and replaced a large portion of income. While 

current fiscal support seems appropriate through 

year-end, we watch for more in 2021.

• In Asia, Japan recently doubled the amount of fiscal 

support, which will be key for a 2H20 rebound, while 

support in China has been more restrained.

• Long-end nominal yields across most developed 

economies have seen a lift, as the risks of deflation 

become increasingly priced out and optimism is 

building that the damage done by the crisis is less 

than initially feared. 

• Supporting the recovery, however, requires more 

fiscal support and for monetary accommodation to 

be sustained into the very long run. Amid this, a new 

question has emerged: does public debt still matter?

• A new recession economics orthodoxy also seems 

to emerge, which considers public balance sheets as 

the new engine of growth, especially as the bias is 

for disinflation rather than runaway inflation. 

$ Trillion % of GDP

U.S. $3.3 15.4%

Eurozone $4.02 30.2%

U.K. $0.14 5.1%

Japan $2.08 40.3%

China $1.22 8.4%
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Source: Bloomberg and IMF as of 06/30/2020. (E)—Bloomberg private market consensus 

estimates for GDP, CPI and rates. IMF estimate for trade volume.

U.S.

OUTLOOK

In the U.S., unprecedented levels of fiscal support and reopening measures have led to a faster-than-expected 

rebound in consumer spending and aided loan repayments, particularly among lower-income individuals. Pent-

up demand, low mortgage rates, and shifting consumer preferences have boded well for the housing market and the 

auto sector. The labor market, following the upward surprise in May, continues to improve. While it will be a long 

road to the pre-crisis unemployment rate, it is encouraging that higher-wage jobs have held up better, as the 

higher-income cohort makes up a larger share of total spending. However, downside risks weigh heavily on the 

outlook. Markets, which have correctly priced in the faster-than-expected rebound in activity, are now implying a 

much more tempered outlook. There are also concerns that new COVID-19 hotspots could emerge, leading to 

more restrictive measures or weigh on consumer sentiment. And finally, uncertainty remains about the size of 

another fiscal stimulus package. 

Economic Growth 06/30/2020 12/31/2017 12/31/2018 12/31/2019 2020 (E) 2021 (E)

Real GDP (Y/Y %) 0.3 2.4 2.9 2.3 -5.6 ▲ 4.1 ▲

Inflation

CPI (Y/Y %) 0.1 2.1 2.5 1.8 0.8 -- 1.7 --

Core PCE (Y/Y %) 1.0 1.6 2.0 1.6 1.0 ▼ 1.3 --

Labor Market

Unemployment (%) 13.3 4.3 3.9 3.7 9.4 ▼ 7.5 ▼

Rates

Fed Funds 0.13 1.38 2.38 1.63 0.25 -- 0.35 ▼

2Y Treasury 0.15 1.89 2.52 1.57 0.33 ▼ 0.65 ▼

10Y Treasury 0.65 2.41 2.72 1.92 0.94 ▲ 1.34 ▲
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Source: Bloomberg, BLS, Federal Reserve, Barings calculations, and Opportunity Insights. As of 06/28/2020.

U.S.

• U.S. employment surprised to the upside in May, 

and high-frequency indicators point to continued 

improvement in June.

• However, employment in May remains down 19.5 

million from pre-crisis levels. The employment pain 

is differentiated by industry, with low-wage sectors 

bearing the brunt of job losses, while higher-paying 

jobs with greater ability to work remotely have held 

up better.

• It will likely be years before the unemployment rate 

returns to pre-crisis levels, and it is hard to imagine 

an unemployment rate below 10% at year-end.

• U.S. fiscal stimulus has been key to a rebound in 

economic activity, such as consumer spending and 

loan repayments.

• Stimulus checks and increased unemployment 

insurance benefits led many to have greater 

incomes than prior to the pandemic. Support was 

particularly strong for the lower-income cohort—who 

have felt a larger share of job losses and spend a 

greater portion of their income—with income 

replacement among the bottom 20% up over 40%, 

while income was down 11.4% among the top 20%.

• However, more stimulus will be needed and is 

expected over the summer as the Federal Pandemic 

Unemployment Compensation program and PPP 

loan applications expire.

• Consumer spending rebounded better than expected 

in May, aided by fiscal stimulus, reopening 

measures, a resilient housing market, and rising 

employment. Strength has been particularly 

pronounced among the lower-income cohort.

• Discretionary spending was hardest hit during the 

lockdowns but has begun to improve, and the auto 

sector is performing well amid uneasiness of public 

transit without a vaccine.

• While it may be too early to say with certainty that 

rising COVID-19 cases are hindering consumption in 

new hotspots, greater restrictive measures or a 

decline in consumer sentiment could weigh on the 

recovery in consumption.

The LABOR MARKET continues to improve 

in June, but it will likely be years before it 

reaches pre-crisis levels.

FISCAL SUPPORT has been particularly 

strong for low-income individuals but may 

fade pending another aid package.

CONSUMER SPENDING has rebounded 

strongly but concerns of rising COVID-19 

cases & underwhelming stimulus remain.
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U.S.

• Lockdown related assets like semiconductors, tech 

and pharma have continued to outperform on a 

relative basis compared to reopening-related assets 

such as banks, commodities and consumers. 

• A rotation to reopening assets coincided with a 

lifting of lockdown restrictions in most states in late-

May. The recent softness in price action, however, 

suggests markets are not convinced a full-blown 

recovery in economic activity is underway.

• A sustained and meaningful shifting of market 

sentiment will likely be required before benchmark 

rates start to get a lift from here. 

• Prices of raw commodities that typically serve as 

primary input to industrial activity have stabilized and 

are consistent with the narrative that economic 

activity has indeed bottomed. It is much harder to 

extrapolate a path towards recovery, however, 

especially as prices remain at these depressed 

levels. 

• Markets correctly priced in the earlier-than-expected 

resumption of economic activity, but flat commodity 

prices, together with the recent relative softness in 

the consumer discretionary and industrial sectors, 

suggest a much more muddled outlook. 

• Credit Default spreads have compressed thanks to 

ample liquidity injections from the various Federal 

Reserve facilities. The absolute levels are still 

elevated, however, signaling the riskiest companies 

are not completely out of the woods. 

• Extraordinary fiscal and monetary efforts have so far 

subdued this debt cycle, but it is not yet clear 

whether corporates will be on stable enough ground 

once the stimulus runs out later this year.  

• While overall bankruptcies are still nowhere close to 

2008 highs, the extent of business destruction will 

drag the recovery. 

MARKETS SUGGEST LINGERING 

CAUTION, tilting toward lockdown-oriented 

assets, despite the lifting of restrictions.

COMMODITY PRICES suggest a much 

more tempered outlook than what high 

frequency survey data imply.

CREDIT DEFAULT SPREADS have calmed, 

but defaults are now at levels higher than 

the 2016 oil shock.



For Investment Professionals Only  |  baringsinvestmentinstitute.com 10

Source: Bloomberg. As of 06/30/2020. (E)—Bloomberg private market consensus estimates.

*Represents actual data

Europe

OUTLOOK

In Europe, lockdowns have managed to contain the virus spread and EU economies are reopening. The 

economic damage inflicted by these policies has however been sizeable. For economic activity to return to pre-

COVID levels (our definition of a V-shaped recovery), industrial production and sales still have a lot of road to travel. 

Furthermore, the effective public support has (fortunately) contained unemployment and bankruptcy increases so far. 

The full extent and transiency of the economic damage has thus not shown yet. Early signs of improvement, 

combined with the better-than-expected policy response both at the national and EU levels, are encouraging, and 

markets seem to have taken note, with European markets outperforming the U.S. counterparties, which is rare. If one 

looks for them, a long list of worries is readily available, including a potential second wave of contagion and 

Brexit.

Economic Growth 06/30/2020 12/31/2017 12/31/2018 12/31/2019 2020 (E) 2021 (E)

EZ Real GDP (Y/Y %) -3.1 2.5 1.9 1.3 -8.1 ▼ 5.5 ▲

U.K. Real GDP (Y/Y %) -1.7 1.9 1.3 1.5 -8.1 ▼ 5.6 ▲

Inflation

EZ CPI (Y/Y %) 0.3 1.5 1.8 1.2 0.4 -- 1.1 --

U.K. CPI (Y/Y %) 0.5 2.7 2.5 1.8 0.9 ▼ 1.5 --

Labor Market

EZ Unemployment (%) 7.3 9.1 8.2 7.6 9.2 ▼ 9.5 ▲

U.K. Unemployment (%) 3.9 4.4 4.1 3.8 6.7 ▼ 6.3 ▲

Rates

EZ Central Bank 0.00 0.00 0.00 0.00 0.00 -- 0.00 --

EZ 2Y Note -0.70 -0.64 -0.62 -0.61 -0.62 ▲ -0.47 ▲

EZ 10Y Bond -0.46 0.42 0.24 -0.19 -0.38 ▲ -0.14 ▼

U.K. Central Bank 0.10 0.50 0.75 0.75 0.05 ▼ 0.20 ▲

U.K. 2Y Gilts -0.09 0.43 0.74 0.53 0.06 ▼ 0.34 ▼

U.K. 10Y Gilts 0.17 1.19 1.27 0.82 0.37 ▼ 0.70 ▼

Currencies

EUR/USD 1.12 1.20 1.14 1.12 1.14 ▲ 1.17 ▲

GBP/USD 1.24 1.35 1.27 1.33 1.27 -- 1.32 ▼
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• Economic activity has stopped declining, but it is not 

bouncing back to normal levels.

• For economic activity to return to pre-COVID levels 

by year-end, industrial production must grow 5% 

MoM every month of the year. 

• This would require PMIs to jump to around 60 from 

next month and remain there until December.

• Income of French households has declined since 

the pandemic broke, a phenomenon seen in most of 

Europe (but not in the U.S., where public support 

has covered income losses).

• French families have reacted in an expected way: 

cutting consumption and saving.

• There were physical constraints to spending, given 

the lockdown and the savings rate (the amount of 

disposable income saved) reached almost 20%, the 

highest level ever recorded.

• Unless the rate comes down, consumption will 

remain subdued, slowing the recovery.

BOTTOMING NOT BOUNCING: Economic 

activity stopped declining.

THE SAVING BOOM is taking place in 

Europe as well.

THE FULL EXTENT OF THE DAMAGE TO 

ECONOMIES remains to be seen.

Europe

• The uniqueness of the shock and the response 

triggered by the pandemic is evident when 

comparing the development of U.K. unemployment 

and bankruptcies now and in 2008.

• The 2008 financial crisis caused an immediate jump 

in both, while this time around timely public support 

avoided wide-spread bankruptcies.

• While this is obviously a positive sign of public 

support effectiveness, it also suggests caution, as  

the full extent of income loss on the viability of firms 

(in particular SMEs) will be visible only when public 

support programs are phased out.
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Europe

• In the last six weeks, the Eurostoxx50 index has 

outperformed the U.S. S&P 500 by more than 10 

percentage points. 

• This is a rare event, explained by the positive 

surprises on the EU fiscal integration front, with EU 

Member States moving towards a joint spending 

plan that was unthinkable before the pandemic.

• The more conservative management of the virus 

outbreak, with economies reopening only when new 

cases were down to a few hundred, is also keeping 

fears of renewed lockdowns more muted in the EU, 

as can be seen from the widening of the EU 

outperformance in the last week. 

• European economies entered into the crisis in an 

environment of restrained fiscal spending, especially 

as they exited the 2010 sovereign debt crisis. The 

U.S. appears unique compared to its peers in this 

regard, given it holds the world’s reserve currency.

• With increased public spending now on the forefront, 

the fiscal space to do more appears manageable. 

This is especially true as borrowing costs, 

particularly for the so-called periphery countries, 

also remain well anchored by the ECB. 

• Since the beginning of the year, the strongest driver 

of the British Pound / Euro exchange rate has been 

risk appetite. 

• Whenever a risk-off mood took hold and equity 

markets headed south, so did the GBP/EUR rate. 

• This was until Brexit negotiations restarted making 

headlines. Since then, the Pound has decoupled 

from equity markets and took an idiosyncratic 

negative trend that is pushing the FX rate close to 

lows touched at the peak of the pandemic market’s 

meltdown in late March.

EU OUTPERFORMANCE: the broad EU 

equity index has outperformed the S&P in 

the last six weeks.

Europe entered the crisis with a sound 

FISCAL POSITION, suggesting ample room 

for expansion. 

BREXIT IS BACK and the British Pound can 

feel it.
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Source: Bloomberg. As of 06/30/2020. (E)—Bloomberg private market consensus estimates.

Asia Pacific

OUTLOOK

China’s economy continues to recover, driven by domestic demand and government support, while weak global 

activity is keeping a lid on the rebound as it weighs on new orders, particularly at factories. While improving 

economies outside of China will aid China’s recovery, rising trade tensions with the rest of the world or a renewed 

trade war are downside risks to the outlook. Japan’s recovery continues to lag, as it was hit by the virus later and 

entered the crisis already in contraction. While higher-frequency data had shown some improvement in June, retail, 

recreation, and workplace mobility has begun to stabilize at low levels. However, massive fiscal and monetary 

support should help aid a rebound in the second half of the year. In South Korea, exports are improving, indicative 

that global earnings growth may be on the road to recovery. Outside Northern Asia, however, signs of life are 

more tentative; growth in Thailand, Indonesia and India remain subdued while Malaysia experiences deflation. 

Economic Growth 06/30/2020 12/31/2017 12/31/2018 12/31/2019 2020 (E) 2021 (E)

Japan Real GDP (Y/Y %) -1.7 2.2 0.3 0.7 -4.9 -- 2.5 ▲

China Real GDP (Y/Y %) -6.8 6.9 6.7 6.1 1.8 ▲ 8.0 --

Inflation

Japan CPI (Y/Y %) 0.1 0.5 1.0 0.5 -0.1 ▼ 0.2 ▼

China CPI (Y/Y %) 2.4 1.6 2.1 2.9 2.8 ▼ 2.2 ▲

Labor Market

Japan Unemployment (%) 2.9 2.8 2.4 2.4 3.0 -- 3.1 ▲

China Unemployment (%) 3.7 3.9 3.8 3.6 4.3 ▼ 4.1 ▼

Rates

Japan Central Bank -0.10 -0.10 -0.10 -0.10 -0.10 ▼ 0.00 --

Japan 2Y Note -0.15 -0.14 -0.15 -0.13 -0.15 ▼ -0.12 ▼

Japan. 10Y Bond 0.02 0.04 -0.01 -0.02 -0.02 ▲ 0.02 ▲

China Central Bank 4.35 4.35 4.35 4.35 4.25 ▲ 4.20 ▲

China 2Y Note 2.24 2.40 2.75 2.75 1.83 ▲ 1.96 ▲

China 10Y Bond 2.85 3.88 3.30 3.14 2.70 ▲ 2.88 ▲

Currencies

USD/JPY 107.78 112.69 110.27 108.61 107.00 -- 107.50 ▼

USD/CNY 7.08 6.53 6.86 6.98 7.05 ▲ 6.90 --
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Source: Bloomberg, FactSet and Google. As of 06/30/2020.

• Strengthening domestic demand has been driving 

the recovery in China, which has been leading the 

rest of the world.

• Government spending, reopening measures, and 

containment of COVID-19 have boosted spending 

within China. These, combined with shifting 

consumer preferences from public transit to driving 

in the absence of a widely available vaccine, have 

led passenger car sales to be up 7.2% Y/Y.

• Momentum looks set to continue, and areas that 

saw rises in COVID-19 cases are being effectively 

contained.

• However, weak global demand is keeping a lid on 

the recovery, as new export orders remain well into 

contractionary territory.

• If global demand improves as countries reopen and 

contain the virus, this will be a boost to the recovery 

in China.

• While the Phase One deal with the U.S. seems to be 

intact, rising trade tensions remains a downside risk 

to the outlook.

• Mobility data began to improve in Japan as 

restrictions eased. However, improvement has 

tapered-off in retail, recreation and workplace 

segments, which does not bode well for the 

recovery.

• Japan entered the crisis on shaky ground, with GDP 

contracting 1.9% in 4Q19 and -0.6% in 1Q20.

• However, massive fiscal stimulus, accounting for 

about 40% of GDP—up from 19.3% of GDP in mid-

May—should help support a rebound in the second 

half of the year, baring a second leg down. 

Strength in CHINA’S DOMESTIC DEMAND 

is driving the recovery as the economy 

reopens.

Weak GLOBAL DEMAND continues to 

weigh on China’s recovery.

Activity data in JAPAN passed the 

trough, but retail, recreation and 

workplace mobility are stabilizing at low 

levels.
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Asia Pacific

• The revival in Chinese industrial activity has been 

consistent with an increase in end-use copper-

demand growth. Building and construction has so 

far been the most consistent driver. 

• The rest of the China’s commodity complex also 

signals a bounce, with a range of industrial, 

petrochemical, plastic and agricultural composite 

indices staging a rebound since April.

• While signs point to a revival of internal demand, a 

comeback of external demand, which is still missing, 

is required for a complete recovery. 

• Balance sheet expansion as been notable, but the 

composition of the increase has been skewed 

towards loans provided via its COVID-19 Special 

Program, as the focus shifts from financial stability to 

corporate and household support.  

• JGB purchase volumes have not increased 

significantly, even amid increased issuance and 

rising yields on long- and super long-end 

government bonds.

• The underlying intent appears to continue the 2016 

policy of slowing JGB purchases to avoid the various 

side effects of negative rates. 

• While much of Northern Asia has begun its gradual 

path towards normalization, the recovery is much 

more uncertain elsewhere in the region. Costs 

associated with the lockdown mount as growth in 

Thailand, Indonesia and India remain subdued.

• Malaysia, despite massive stimulus measures 

totaling an estimated 21% of GDP, is seeing outright 

deflation, as food and energy prices weigh heavily 

on inflation. 

• There is rising concern that a second wave could 

materialize, especially as contagion rates in the 

Philippines and India remain elevated.  

China’s MANUFACTURING SECTOR has 

made a comeback, pulling commodity 

demand.

The BOJ has put less focus on inflation 

target and more FOCUS ON COMPANIES 

AND EMPLOYMENT. 

Signs of life are more tentative in OTHER 

PARTS OF ASIA, with continued deflation 

and little or no growth. 
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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.

For Professional Investors/Institutional Investors only. This document should not be distributed to or relied 

on by Retail/Individual Investors. 

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. 

These materials are being provided on the express basis that they and any related communications 

(whether written or oral) will not cause Barings to become an investment advice fiduciary under ERISA or 

the Internal Revenue Code with respect to any retirement plan, IRA investor, individual retirement account 

or individual retirement annuity as the recipients are fully aware that Barings (i) is not undertaking to 

provide impartial investment advice, make a recommendation regarding the acquisition, holding or 

disposal of an investment, act as an impartial adviser, or give advice in a fiduciary capacity, and (ii) has a 

financial interest in the offering and sale of one or more products and services, which may depend on a 

number of factors relating to Barings’ business objectives, and which has been disclosed to the recipient.

OTHER RESTRICTIONS: 

The distribution of this document is restricted by law. No action has been or will be taken by Barings to 

permit the possession or distribution of the document in any jurisdiction, where action for that purpose 

may be required. Accordingly, the document may not be used in any jurisdiction except under 

circumstances that will result in compliance with all applicable laws and regulations. 

Any service, security, investment or product outlined in this document may not be suitable for a 

prospective investor or available in their jurisdiction. 

Any information with respect to UCITS Funds is not intended for U.S. Persons, as defined in Regulation S 

under the U.S. Securities Act of 1933, or persons in any other jurisdictions where such use or distribution 

would be contrary to law or local regulation.

INFORMATION: 

Barings is the brand name for the worldwide asset management or associated businesses of Barings. This 

document is issued by one or more of the following entities: 

Barings LLC, which is a registered investment adviser with the Securities and Exchange Commission 

(SEC) under the Investment Advisers Act of 1940, as amended (Barings LLC also relies on section 8.26 of 

NI 31-103 (international adviser exemption) and has filed the Form 31-103F2 in Ontario, Quebec, British 

Columbia, Alberta, Nova Scotia, Manitoba, New Brunswick, Newfoundland and Labrador, Prince Edward 

Island and Saskatchewan); 

Barings Securities LLC, which is a registered limited purpose broker-dealer with the Financial Industry 

Regulatory Authority (Baring Securities LLC also relies on section 8.18 of NI 31-103 (international dealer 

exemption) and has filed the Form 31-103F2 in Ontario, Quebec, British Columbia, Alberta, Nova Scotia, 

Manitoba, New Brunswick, Newfoundland and Labrador, Prince Edward Island and Saskatchewan);

Barings (U.K.) Limited, which is authorized and regulated by the Financial Conduct Authority in the United 

Kingdom (Ref No. 194662) and is a Company registered in England and Wales (No. 03005774) whose 

registered address is 20 Old Bailey, London, EC4M 7BF. 

Barings Global Advisers Limited, which is authorized and regulated by the Financial Conduct Authority in 

the United Kingdom (Ref No. 552931) and is a Company registered in England and Wales (No. 07622519) 

whose registered address is 20 Old Bailey, London, EC4M 7BF and is a registered investment adviser 

with the SEC; Baring Asset Management Limited, which is authorized and regulated by the Financial 

Conduct Authority in the United Kingdom (Ref No. 170601) and is a Company registered in England and 

Wales (No. 02915887) whose registered address is 20 Old Bailey, London, EC4M 7BF; Baring 

International Investment Limited, which is authorized and regulated by the Financial Conduct Authority in 

the United Kingdom (Ref No. 122628), and is a Company registered in England and Wales (No. 

01426546) whose registered address is 20 Old Bailey, London, EC4M 7BF, is a registered investment 
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adviser with the SEC (Baring International Investment Limited also relies on section 8.26 of NI 31-103 

(international adviser exemption) and has filed the Form 31-103F2 in Quebec and Manitoba; 

Baring Fund Managers Limited, which is authorized as a manager of collective investment schemes with 

the Financial Conduct Authority in the United Kingdom and is authorized as an Alternative Investment 

Fund Manager in several European Union jurisdictions under the Alternative Investment Fund Managers 

Directive (AIFMD) passport regime;

Baring International Fund Managers (Ireland) Limited), which is authorized as an Alternative Investment 

Fund Manager in several European Union jurisdictions under the Alternative Investment Fund Managers 

Directive (AIFMD) passport regime and, since April 28, 2006, as a UCITS management company with the 

Central Bank of Ireland;

Baring Asset Management Switzerland Sàrl, which is authorized by the Switzerland Financial Market 

Supervisory Authority to offer and/or distribute collective capital investments;

Barings Australia Pty Ltd (ACN 140 045 656), which is authorized to offer financial services in Australia 

under its Australian Financial Services License (No: 342787) issued by the Australian Securities and 

Investments Commission; 

Baring Asset Management (Asia) Limited, which is licensed by the Securities and Futures Commission of 

Hong Kong to carry on regulated activities Type 1 (dealing in securities), Type 2 (dealing in futures 

contracts), Type 4 (advising on securities), Type 5 (advising on futures contracts) and Type 9 (asset 

management) in Hong Kong in accordance with the requirements set out in the Securities and Futures 

Ordinance (Cap 571); 

Barings Japan Limited, which is registered as a Financial Business Operator (Registration No. 396-KLFB) 

for Type II Financial Instruments Business, Investment Advisory and Agency Business, and Investment 

Management Business with the Financial Services Agency in Japan under the Financial Instruments and 

Exchange Act (Act No. 25 of 1948);

Baring SICE (Taiwan) Limited, an independently operated business (Business license number: 2017 FSC-

SICE- Xin- 002; Address: 21 F, No.333, Sec. 1 Keelung Road, Taipei 11012; Taiwan Contact telephone 

number: 0800 062 068); or 

Baring Asset Management Korea Limited, which is authorized by the Korean Financial Services 

Commission to engage in collective investment business and is registered with the Korean Financial 

Services Commission to engage in privately placed collective investment business for professional 

investors, discretionary investment business and advisory business.

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.

FOR PERSONS DOMICILED IN THE US:

This document is not an offer to sell, nor a solicitation of an offer to buy, limited partnership interests, 

shares or any other security, nor does it purport to be a description of the terms of or the risks inherent in 

an investment in any private investment fund (“Fund”) described therein. The offer and sale of interests in 

any such Fund is restricted by law, and is not intended to be conducted except in accordance with those 

restrictions. In particular, no interest in or security of any of the Fund has been or will be registered under 

the Securities Act of 1933 (the “Act”). All offers and sales thereof are intended to be non-public, such that 

interests in and securities of any such Fund will be and remain exempt from having to be so registered. By 

accepting delivery of this document, the person to whom it is delivered (a) agrees to keep the information 

contained in the attached document confidential and (b) represents that they are an “accredited investor” 

as defined in Regulation D promulgated by the Securities and Exchange Commission under the Securities 

Act of 1933.

FOR PERSONS DOMICILED IN THE EUROPEAN UNION and the EUROPEAN ECONOMIC AREA 

(EEA):

This information is only made available to Professional Investors, as defined by the Markets in Financial 

Instruments Directive.

FOR PERSONS DOMICILED IN AUSTRALIA:

This publication is only made available to persons who are wholesale clients within the meaning of section 

761G of the Corporations Act 2001. This publication is supplied on the condition that it is not passed on to 

any person who is a retail client within the meaning of section 761G of the Corporations Act 2001.

FOR PERSONS DOMICILED IN CANADA:

This confidential marketing brochure pertains to the offering of a product only in those jurisdictions and to 

those persons in Canada where and to whom they may be lawfully offered for sale, and only by persons 

permitted to sell such interests. This material is not, and under no circumstances is to be construed as, an 

advertisement or a public offering of a product. No securities commission or similar authority in Canada 

has reviewed or in any way passed upon this document or the merits of the product or its marketing 

materials, and any representation to the contrary is an offence.

FOR PERSONS DOMICILED IN SWITZERLAND:

This is an advertising document.

This material is aimed at Qualified Investors, as defined in article 10, paragraph 3 of the Collective 

Investment Schemes Act, based in Switzerland. This material is not aimed at any other persons. The legal 

documents of the funds (prospectus, key investor information document and semi-annual or annual 

reports) can be obtained free of charge from the representatives named below. For UCITS – The Swiss 

representative and paying agent for the Funds where the investment manager is Barings (U.K.) Limited is 

UBS Fund Management (Switzerland) AG, Aeschenplatz 6, CH-4052 Basel. For QIFs – The Swiss 

representative and paying agent for the Funds where the investment manager is Barings Global Advisers 

Limited is UBS Fund Management (Switzerland) AG, Aeschenplatz 6, CH-4052 Basel. The Swiss 

representative and paying agent for Funds where the investment manager is Baring Asset Management 

Limited is BNP Paribas Securities Services, Paris, succursdale de Zurich, Selnaustrasse 16, 8002 Zurich, 

Switzerland.

FOR PERSONS DOMICILED IN HONG KONG:

Distribution of this document, and placement of shares in Hong Kong, are restricted for funds not 

authorized under Section 104 of the Securities and Futures Ordinance of Hong Kong by the Securities and 

Futures Commission of Hong Kong. This document may only be distributed, circulated or issued to 

persons who are professional investors under the Securities and Futures Ordinance and any rules made 

under that Ordinance or as otherwise permitted by the Securities and Futures Ordinance. The contents of
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this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to 

exercise caution in relation to the offer. If you are in any doubt about any of the contents of this document, 

you should obtain independent professional advice.

FOR PERSONS DOMICILED IN SOUTH KOREA:

Neither this document nor Barings is making any representation with respect to the eligibility of any 

recipients of this document to acquire interests in the Fund under the laws of Korea, including but without 

limitation the Foreign Exchange Transaction Act and Regulations thereunder. The Fund may only be 

offered to Qualified Professional Investors, as such term is defined under the Financial Investment 

Services and Capital Markets Act, and this Fund may not be offered, sold or delivered, or offered or sold 

to any person for re-offering or resale, directly or indirectly, in Korea or to any resident of Korea except 

pursuant to applicable laws and regulations of Korea.

FOR PERSONS DOMICILED IN SINGAPORE:

This document has been prepared for informational purposes only, and should not be considered to be an 

advertisement or an offer for the sale or purchase or invitation for subscription or purchase of interests in 

the Fund. This document has not been registered as a prospectus with the Monetary Authority of 

Singapore. Accordingly, statutory liability under the SFA in relation to the content of prospectuses would 

not apply. This document or any other material in connection with the offer or sale, or invitation for 

subscription or purchase of interests in the Fund, may not be circulated or distributed to persons in 

Singapore other than (i) to an institutional investor pursuant to Section 304 of the Securities and Futures Act, 

Chapter 289 of Singapore (the "SFA"), (ii) to a relevant person pursuant to Section 305 of the SFA, or (iii) 

otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

FOR PERSONS DOMICILED IN TAIWAN:

The Shares of in the nature of securities investment trust funds are being made available in Taiwan only 

to banks, bills houses, trust enterprises, financial holding companies and other qualified entities or 

institutions (collectively, “Qualified Institutions”) pursuant to the relevant provisions of the Taiwan Rules 

Governing Offshore Funds (the “Rules”) or as otherwise permitted by the Rules. No other offer or sale of 

the Shares in Taiwan is permitted. Taiwan’s qualified Institutions which purchase the Shares may not sell 

or otherwise dispose of their holdings except by redemption, transfer to a Qualified Institution, transfer by 

operation of law or other means approved by Taiwan Financial Supervisory Commission. Investors should 

note that if the Shares are not in the nature of securities investment trust funds, they are not approved or 

reported for effectiveness for offering, sales, issuance or consultation by Taiwan Financial Supervisory 

Commission. The information relating to the shares in this document is for information only and does not 

constitute an offer, recommendation or solicitation in Taiwan.

FOR PERSONS DOMICILED IN JAPAN:

This material is being provided for information purposes only. It is not an offer to buy or sell any Fund 

interest or any other security. The Fund has not been and will not be registered pursuant to Article 4, 

Paragraph 1 of the Financial Instruments and Exchange Act of Japan (Act No. 25 of 1948) and, 

accordingly, it may not be offered or sold, directly or indirectly, in Japan or to, or for the benefit, of any 

Japanese person or to others for re-offering or resale, directly or indirectly, in Japan or to any Japanese 

person except under circumstances which will result in compliance with all applicable laws, regulations 

and guidelines promulgated by the relevant Japanese governmental and regulatory authorities and in 

effect at the relevant time. For this purpose, a “Japanese person” means any person resident in Japan, 

including any corporation or other entity organized under the laws of Japan.

FOR PERSONS DOMICILED IN PERU:

The Fund is not registered before the Superintendencia del Mercado de Valores (SMV) and it is placed by 

means of a private offer. SMV has not reviewed the information provided to the investor. This document is 

only for the exclusive use of institutional investors in Peru and is not for public distribution.

FOR PERSONS DOMICILED IN CHILE:

Esta oferta privada se acoge a las disposiciones de la norma de carácter general nº 336 de la 

superintendencia de valores y seguros, hoy comisión para el mercado financiero. Esta oferta versa sobre 

valores no inscritos en el registro de valores o en el registro de valores extranjeros que lleva la comisión 

para el mercado financiero, por lo que tales valores no están sujetos a la fiscalización de ésta; Por tratar 

de valores no inscritos no existe la obligación por parte del emisor de entregar en chile información 

pública respecto de los valores sobre los que versa esta oferta; Estos valores no podrán ser objeto de 

oferta pública mientras no sean inscritos en el registro de valores correspondiente.


