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U.S. Inflation & U.K. Consumer Test Positive

I N  R E V I E W  

 NAHB housing market index 

edged down 1 point to 74 in 

February, remaining near its cycle-

high. Housing starts slid less than 

expected in January (-3.6% M/M) 

after surging 17.7% in December, 

aided by warm weather. Permits 

beat expectations, up 9.2% M/M, 

amid heightened demand. 

 U.S. PPI surprised to the upside, 

rising 2.1% Y/Y (0.5% M/M), with 

core PPI up 1.7% Y/Y (0.5% M/M). 

 U.S. retail sales rose 0.3% M/M 

in January. Excluding autos and gas, 

sales were up 0.4%, while the 

control group was unchanged. 

Building materials gained 2.1% M/M 

as warm weather boosted demand. 

 The German ZEW survey 

disappointed in February as Covid-

19 weighs on investor sentiment. 

Expectations fell from 26.7 to 8.7 

and current situation slid to -15.7. 

 U.K. job gains beat expectations, 

rising 180k in December driven by 

full-time employment, and the 

unemployment rate held steady at 

3.8%. Average weekly earnings 

moderated to 2.9% Y/Y, weighed 

down by base effects. 

 U.K. retail sales surprised to the 

upside, rising 1.6% M/M excluding 

fuel, signaling a confidence boost 

after Brexit and supporting Q1 GDP. 

 Japan GDP contracted more than 

expected, dropping 6.3% Q/Q SAAR 

in Q4, weighed down by the 

consumption tax hike and typhoons. 

 Japan trade balance widened less 

than expected to -¥1312.6 billion in 

January. Covid-19 is set to weigh on 

February’s data. 

W A T C H  L I S T  

 

U.S. 

 The PCE deflator is expected to edge higher in January, following the upward 

surprises of the CPI and PPI. However, even if the PCE deflator, the Fed’s preferred 

measure, inches closer to 2%, the Fed likely won’t raise rates. 

 On the U.S. policy front, President Donald Trump is traveling to India for a two-

day trip to discuss a trade deal between the two countries. Meanwhile, we watch for 

the results of the South Carolina Democratic primary election on Saturday to see how 

candidates fare in a notably more diverse state.   

 

Europe 

 German IFO business climate index will indicate how Covid-19 is affecting 

business confidence in the export-dependent country. 

 France GDP will likely come in on the weaker side, as strikes surrounding pension 

reform and reduced inventories may weigh on the headline. However, growth should 

be stronger in the first quarter. 

 

Asia Pacific 

 China’s official manufacturing PMI should give some indication to the degree 

in which Covid-19 is weighing on manufacturing as factories remain shuttered.

Date  Consensus  Previous 

U.S.      

Mon 2/24 President Trump’s Trip to India --  -- 

Tue 2/25 FHFA House Price Index 0.4% M/M ▲ 0.2% M/M  

Tue 2/25 Consumer Confidence 132.5  ▲ 131.6 

Wed 2/26 New Home Sales 710k ▲ 694k 

Thu 2/27 GDP 1Q (Second Estimate) 2.2% ▲ 2.1% 

Thu 2/27 Advance Durable Goods Orders -1.5% M/M ▼ 2.4% M/M 

Fri 2/28 Personal Spending 0.3% M/M  0.3% M/M 

Fri 2/28 Core PCE Deflator 1.7% Y/Y ▲ 1.6% Y/Y 

Sat 2/29 South Carolina Democratic Primary --  -- 

Europe      

Mon 2/24 German IFO Business Climate 95.0 ▼ 95.9 

Tue 2/25 German GDP 4Q (Final) 0.0% Q/Q  0.0% Q/Q 

Fri 2/28 German CPI 1.6% Y/Y ▼ 1.7% Y/Y 

Fri 2/28 France GDP 4Q (Final) -0.1% Q/Q  -0.1% Q/Q 

Asia Pacific      

Thu 2/27 Japan Retail Sales 0.3% M/M ▲ 0.2% M/M 

Thu 2/27 Japan Industrial Production 0.3% M/M ▼ 1.2% M/M 

Fri 2/28 China’s Official Manufacturing PMI 46.0 ▼ 50.0 

Sat 2/29 South Korea Exports   -6.1% Y/Y 

Arrows indicate consensus forecast compared to the previous period. 
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T H E  H I G H L I G H T S  

 
Covid-19 Weekly Checkup 

As China announced that it will lower its own growth forecast 

for the year, the 2020 session of the National People’s Congress 

(NPC) may be postponed for the first time until the end of 

March. This would provide more time for officials to assess the 

impact of the virus and adapt their growth and policy targets, as 

well as budget plans. The government would be ready to 

announce fiscal measures, to complement the ongoing monetary 

support, including possibly lowering corporate taxes, if needed. 

The meeting could still take place on March 5 if infection cases 

outside of Hubei continue to decline. 

 

Easing: China’s banks lowered benchmark borrowing costs for 

new corporate and household loans, with one-year loan prime 

rates moving to 4.05% from 4.15%. The five-year tenor was set at 

4.75%, down from 4.8%. The central bank had already cut the 

rates on its short-term funds and one-year loans to commercial 

lenders. While the PBOC provided liquidity, and central banks 

in the Philippines, Thailand and Malaysia cut interest rates, 

most major central banks haven’t signaled any easing plans.  

 

Industrial Production: Weather & Boeing at Play 

U.S. industrial production fell for the second-consecutive month 

in January, sliding 0.3% M/M, largely due to unseasonably 

warm weather and the toll from a Boeing production halt. The 

weather measurably reduced the demand for utilities, which fell 

6.2% M/M and 4% M/M in December and January, respectively. 

While warm weather weighed on utilities and industrial 

production, it aids housing starts and construction. 

U.S. INDUSTRIAL PRODUCTION, M/M% 

 

Source: Bloomberg. As of February 19, 2020. 

 

The Boeing production halt showed up in January industrial 

production data, as aircraft and parts production slumped 10.7% 

M/M – the largest decline since the Great Recession. Excluding 

aircraft and parts production, factory output rose 0.3% M/M in 

January. Capacity utilization fell 0.3 ppts to 76.8 – its lowest 

level since September 2017 and below its long-run average. 

 

4Q Earnings 

Approximately 87% of the S&P 500 has reported 4Q earnings, 

with revenues up 3.6% Y/Y and earnings up 1.6% Y/Y, according 

to Bloomberg. So far, the biggest positive earnings surprises 

have come from consumer discretionary and information 

technology. About 61% of the companies that report in the 

current season for the Stoxx 600 have announced results, with 

sales and earnings relatively unchanged at -0.3% Y/Y and 0.3% 

Y/Y, respectively. So far, earnings have surprised to the upside. 

 

Policy 

U.S. Trade: President Trump plans to allow sales of General 

Electric-made jet engines to China and halt other proposed 

restrictions on American exports. The technology is superior to 

its Chinese counterparts and U.S. policymakers would like to 

keep it that way. 

 
U.S. Sanctions were enacted on a unit of Russia’s largest oil 

producer, Rosneft PJSC, for maintaining ties with Venezuela’s 

Nicolás Maduro and state-run oil company PDVSA. Rosneft 

helped deliver two million barrels of crude last month to West 

Africa from Venezuela. It can take weeks, however, for market 

effects from sanctions to be fully seen.  

 

Huawei: The U.S./Europe fight over Chinese technology 

threatens to split the transatlantic military alliance. U.S. officials 

warned that installing Huawei kit could undermine cooperation 

with U.S. allies. The Trump administration is considering rule 

changes to limit Huawei or Chinese firms’ access to critical 

technology, including changes to the “Foreign Direct Product 

Rule,” which would force companies using U.S. chip-making 

technology to obtain a license to supply goods to Huawei. 

Another similar approach would use the “De Minimis Rule” to 

lower the threshold of U.S. content in semiconductors that are 

allowed to be exported to Huawei from 25% to as low as 10%. 

One sweeping rule change would include U.S. manufacturing 

equipment in the definition of U.S. content, rendering most 

semis unexportable to China. 
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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 1.75% 0 bps 0 bps 0 bps -50 bps -75 bps 0 bps

3 Month USD Libor 1.70% -1 bps -12 bps -20 bps -46 bps -95 bps -21 bps

3 Month Euribor -0.40% 1 bps -1 bps 1 bps 2 bps -9 bps -2 bps

3 Month U.S. T-Bill 1.58% 1 bps 2 bps 2 bps -32 bps -84 bps 3 bps

2-Year U.S. Treasury 1.42% -2 bps -14 bps -16 bps -11 bps -108 bps -15 bps

10-Year U.S. Treasury 1.57% -6 bps -27 bps -22 bps -3 bps -108 bps -35 bps

10-Year German Bund -0.42% -4 bps -21 bps -8 bps 24 bps -49 bps -23 bps

10-Year U.K. Gilt 0.60% -2 bps -6 bps -13 bps 13 bps -63 bps -22 bps

10-Year JGB -0.05% 0 bps -4 bps 5 bps 19 bps -2 bps -3 bps

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

Barclays Capital U.S. Government-Treasury 1.56% N/A 0.4% 1.8% 1.9% 8.7% 2.3%

Barclays Capital U.S. TIPS 1.72% N/A 0.4% 1.5% 2.4% 9.0% 1.9%

Barclays Capital U.S. Aggregate 2.05% 41 0.3% 1.5% 2.1% 9.5% 2.0%

Barclays Capital Global Aggregate 1.27% 38 -0.2% 0.4% 0.7% 6.0% 0.2%

Barclays Capital U.S. ABS 1.73% 29 0.1% 0.6% 1.1% 4.8% 1.0%

Barclays Capital U.S. MBS 2.27% 44 0.1% 0.6% 1.2% 6.4% 0.9%

Barclays Capital U.S. Corporate Investment Grade 2.57% 96 0.5% 1.9% 3.4% 14.4% 2.7%

BAML Euro Corporate Investment Grade 0.32% 89 0.2% 1.0% 1.3% 5.7% 1.3%

Barclays Capital U.S. Corporate High Yield 5.09% 344 0.2% 0.5% 3.6% 9.7% 1.2%

BAML European Currency High Yield Non-Financial 2.84% 326 0.2% 0.3% 2.8% 8.3% 0.9%

CS U.S. Leveraged Loans 5.93% 453 0.1% -0.1% 2.5% 5.7% 0.7%

CS Western European Leveraged Loans Non-USD 4.46% 407 0.0% 0.2% 1.4% 4.0% 0.7%

JPM CEMBI Broad Diversified 4.60% 308 0.3% 1.1% 3.5% 11.8% 2.3%

JPM EMBI Global Diversified 4.70% 302 0.5% 1.4% 4.8% 12.4% 2.3%

JPM GBI-EM Global Diversified 4.92% N/A -0.4% -1.0% 2.2% 7.8% -1.2%

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

S&P 500 3,386.15 1.69% 0.3% 1.9% 9.1% 24.3% 5.1%

Euro STOXX 600 (Local) 433.90 3.36% 0.6% 2.2% 7.0% 17.6% 4.3%

U.K. FTSE 100 (Local) 7,457.02 4.39% -1.0% -2.8% 1.8% 3.9% -1.1%

Japan Nikkei 225 (Local) 23,400.70 1.95% -1.9% -2.7% 0.5% 9.8% -1.1%

China Shanghai Composite (Local) 2,975.40 2.25% 1.7% -3.3% 1.4% 8.0% -2.4%

MSCI AC World (Local) 579.87 2.31% 0.1% 0.9% 7.5% 19.9% 3.9%

MSCI Emerging Markets (Local) 1,103.69 2.66% -0.2% -2.4% 5.5% 11.6% 0.7%

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

S&P GS Commodity Index 403.64 3.0% -5.5% -1.5% 1.1% -4.8% -7.5%

WTI Crude ($/bbl) 53.56 4.7% -8.5% -2.5% -4.8% -4.6% -12.4%

Copper ($/lb) 2.61 0.2% -8.3% -1.5% 0.6% -9.3% -6.5%

Gold ($/oz) 1,604.20 2.6% 3.0% 9.2% 7.2% 20.2% 5.9%

U.S. Dollar Index 99.71 0.7% 2.2% 1.9% 1.4% 3.3% 3.4%

Euro (USD/EUR) 1.08 -0.9% -2.7% -2.6% -2.7% -4.8% -3.9%

British Pound (USD/GBP) 1.30 -0.2% -0.6% 0.2% 6.7% -0.6% -2.2%

Japanese Yen (Yen/USD) 110.95 0.8% 0.7% 2.3% 4.2% 0.4% 2.1%

Chinese Yuan (CNY/USD) 6.99 0.3% 2.0% -0.4% -0.7% 3.3% 0.4%

Source:  FactSet and Bloomberg. As of February 19, 2020.
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Barings is a $338+ 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 by Barings or any other person. 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 is the brand name for the worldwide asset management and associated businesses of Barings LLC and its global affiliates. 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 Sarl, 

and Baring Asset Management Korea Limited each are affiliated financial service companies owned by Barings LLC (each, individually, an 

“Affiliate”). 

 

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. 

 

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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