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COVID-19 Cases May Curtail Consumer Demand

I N  R E V I E W  

• NFIB small business optimism 

index rose 6.2 points to 100.6, led 

by a 37-point rise in the sales 

expectations subcomponent. 

However, earnings expectations slid. 

• The U.S. CPI accelerated from  

-0.1% M/M in May to 0.6% M/M in 

June, led by higher gasoline, vehicle 

insurance and food prices, while 

shelter prices weakened. Core CPI 

rose a more modest 0.2% M/M. 

• U.S. industrial production 

rebounded in June, up 5.4% M/M, 

but down 11% from February. 

Vehicle and parts output soared 

105% after rising 120.1% in May. 

• Initial claims slid a mere 10,000 

to 1.3 million in W/E July 11—the 

smallest decline since March. 

Continuing claims fell 422,000 to 

17.338 million in W/E July 4. 

• EZ industrial production 

rebounded 12.4% M/M in May amid 

reopenings, but outbreaks elsewhere 

will likely keep a lid on the recovery. 

• U.K. CPI rose from 0.5% Y/Y in 

May to 0.6% Y/Y in June due to 

higher games and clothing prices, 

while food prices decelerated. A 

reduced VAT for hospitality and 

tourism should keep inflation weak.  

• The July German ZEW survey 

underwhelmed amid weaker 

expectations and a more modest rise 

in current conditions. 

• China 2Q20 GDP rose 3.2% Y/Y—

better than expected—after falling 

6.8% in Q1. Government spending 

was a boon while consumers lagged. 

• The BOJ kept rates steady and is 

keeping focus on corporates rather 

than reflation in the near-term. 

W A T C H  L I S T  

U.S. 

• Housing data are expected to improve in June amid solid fundamentals, pent-up 

demand and improvement in higher frequency indicators such as home purchase 

applications—which are above pre-crisis levels. 

• The Markit Flash Manufacturing PMI is expected to improve in July along with 

other manufacturing data as factories reopen and demand improves. 
 
Europe 

• The EZ Markit Flash PMIs are largely expected to improve in July amid reopening 

measures, though services is anticipated to fare better than manufacturing due to 

weaker external demand. 

 

Asia Pacific 

• The PBOC is expected to keep the one- and five-year loan prime rate steady at the 

July meeting, though they may have room to cut the Reserve Requirement Ratio. 

• We watch for Japan’s Markit Flash PMIs as high-frequency data suggests 

economic data has bottomed in Japan, but concerns are rising amid increased 

COVID-19 cases. 

• Markets in Japan will be closed on Thursday, July 23 and Friday, July 24 due to 

the Marine Day and Sports Day holidays.

Date  Consensus  Previous 

U.S.      

Wed 7/22 MBA Mortgage Applications   5.1% 

Wed 7/22 FHFA House Price Index 0.4% M/M ▲ 0.2% M/M 

Wed 7/22 Existing Home Sales 4.75m ▲ 3.91m 

Thu 7/23 Initial Claims   1300k 

Fri 7/24 Markit Manufacturing PMI (Prelim) 51.8 ▲ 49.8 

Fri 7/24 Markit Services PMI (Prelim)   47.9 

Fri 7/24 New Home Sales 700k ▲ 676k 

Europe      

Fri 7/24 U.K. Retail Sales 9.0% M/M ▼ 12.0% M/M 

Fri 7/24 U.K. Markit Manufacturing PMI (Prelim) 52.0 ▲ 50.1 

Fri 7/24 U.K. Markit Services PMI (Prelim) 51.0 ▲ 47.1 

Fri 7/24 EZ Markit Manufacturing PMI (Prelim) 49.3 ▲ 47.4 

Fri 7/24 EZ Markit Services PMI (Prelim) 50.6 ▲ 48.3 

Asia Pacific      

Mon 7/20 PBOC Meeting --  -- 

Tue 7/21 Japan Consumer Price Index 0.1% Y/Y  0.1% Y/Y 

Wed 7/22 Jibun Bank Japan Mfg PMI (Prelim)   40.1 

Wed 7/22 Jibun Bank Japan Service PMI (Prelim)   45.0 

Thu 7/23 Japan Markets Closed for Marine Day --  -- 

Fri 7/24 Japan Markets Closed for Sports Day --  -- 

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  

U.S. Retail Sales Strong, But Consumer Demand May Fall 

U.S. retail sales rose 7.5% M/M in June after jumping 18.2% M/M in May, 

bringing retail sales about in-line with pre-crisis levels. The better-than-

expected improvement shows consumers spending strongly amid pent-up 

demand, but dynamics have shifted since June and consumer demand is 

waning amid new COVID-19 spikes. Within the June report, 10 of the 13 

categories notched gains, led by a 105.1% M/M rise in apparel, followed by 

electronics/appliance, and furniture. Restaurant spending was also strong as 

easing restrictions allowed more dining. 

U.S. RETAIL SALES, % M/M 

Source: Bloomberg. As of July 16, 2020. 

However, tightening restrictions and rising COVID-19 cases following the 

June data collection are showing early indications of weighing on consumer 

spending—such as weaker daily card spending and fewer OpenTable bookings. 

While greater restrictions on dining, bars, and leisure activity will be a weight 

on spending, consumer demand is the bigger driver of business activity. 

Increased concerns about economic recovery and health risks may weigh on 

future consumer demand even with more fiscal support. Retail sales have been 

aided by government stimulus checks and the additional $600/week 

unemployment insurance. However, stimulus checks have largely been spent 

and the extra $600/week is expiring at the end of July. Consumers emerged 

from lockdown with strong spending, but weaker labor market data along with 

rising COVID-19 cases suggests this momentum may be difficult to sustain, 

particularly in discretionary categories. 
 

ECB Meeting  

Following this week’s meeting, there were no changes from the ECB, as widely 

expected. The ECB feels they are in a good place on policy at the moment. 

Experience with a two-tier system seems to be working as intended. A second 

virus wave is a concern, though the baseline forecast accommodates this. 
 
Policy 

Hong Kong: President Donald Trump signed into law a bipartisan bill that 

requires sanctions on Chinese officials who crack down on Hong Kong 

residents’ rights to free speech and peaceful assembly, as well as the Chinese 

banks that do business with those officials. Trump also signed an executive 

order to end preferential U.S. treatment for Hong Kong, a blow to its status as 

an international financial center and putting it on equal footing with mainland 

China. The Chinese will also tax the global income of its citizens living in Hong 

Kong, undermining the financial hub’s appeal to thousands of bankers and 

other white-collar workers from the mainland. Many residents now face a tax 

rate as high as 45%—up from about 15% previously. 
 

Chinese Listings: The Trump administration plans to scrap a 2013 

agreement between U.S. and Chinese auditing authorities, foreshadowing a 

broader crackdown on U.S.-listed Chinese firms sidestepping American 

disclosure rules. The U.S. has long complained of China's information access, 

and the lack of transparency has prompted U.S. officials to prepare exiting the 

deal soon. There are 156 Chinese companies listed on U.S. exchanges with a 

total market capitalization of $1.2 trillion. 
 

OPEC+: Cartel countries and their allies will withhold 7.7 million barrels a 

day from the market in August, compared with current cuts of 9.6 million. The 

group's two largest members, Russia and Saudi Arabia, publicly backed the 

move, and other ministers participating had agreed in principle this week.  
 

Tech: Under the blueprint agreed upon by Prime Minister Boris Johnson, 

operators cannot add any new Huawei components to their 5G networks after 

December 31. Equipment made by the Shenzhen-based company that’s 

already installed will need to be removed from 5G infrastructure by 

2027. Other developed economy countries will likely follow this move. 
 

France: French President Emmanuel Macron is developing another €100 

billion recovery plan for the French economy, in addition to the €460 billion 

committed since the pandemic began. Package investments should create jobs 

for young people, with a focus on training for those without work during the 

downturn. Separately, the U.S. issued 25% tariffs on $1.3 billion of French 

products but will delay the charge until January 2021 as differences are 

addressed over digital tax on U.S. tech companies. Cosmetics, soap and 

handbags are among the items that could be affected by the tariffs. 
 

India Trade Deal: Trade Minister Piyush Goyal said trade talks with the EU 

have started, and he is open to free trade agreement discussions with the U.K. 

A comprehensive free trade agreement between the EU and India was 

suspended in 2013 after six years of talks. Items to be discussed include: 

pharmaceuticals, textiles, handicrafts, leather, furniture and machinery. 
 

Defense: China will impose sanctions on U.S. defense contractors after the 

U.S. approved a $620 million missile parts deal with Taiwan. Lockheed 

Martin is the largest beneficiary of foreign military sales to Taiwan, with the 

most recent deal bringing total spending to $8.6 billion. China also warned it 

could blacklist FedEx, while Ford Motor Co.’s main joint venture partner in 

China was fined 162.8 million yuan ($23.6 million) last year, days after the 

U.S. banned doing business with Huawei.



 
 

 
 

 
BARINGSINVESTMENTINSTITUTE.COM  |  3 

17 July 2020  | The Week Ahead  

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 -150 bps -225 bps -150 bps

U.S. SOFR 0.13% 3 bps 4 bps 10 bps -143 bps -233 bps -142 bps

3 Month USD Libor 0.27% 0 bps -3 bps -86 bps -156 bps -203 bps -164 bps

3 Month Euribor -0.44% -1 bps -9 bps -19 bps -5 bps -8 bps -6 bps

3 Month U.S. T-Bill 0.14% -1 bps -3 bps -2 bps -142 bps -199 bps -141 bps

2-Year U.S. Treasury 0.15% -1 bps -4 bps -5 bps -140 bps -168 bps -142 bps

10-Year U.S. Treasury 0.63% -3 bps -8 bps -1 bps -116 bps -146 bps -129 bps

10-Year German Bund -0.44% 0 bps 1 bps 3 bps -23 bps -19 bps -26 bps

10-Year U.K. Gilt 0.17% 0 bps -3 bps -13 bps -50 bps -69 bps -65 bps

10-Year JGB 0.02% 0 bps 2 bps 0 bps 1 bps 14 bps 4 bps

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

Barclays Capital U.S. Government-Treasury 0.48% N/A 0.3% 0.7% 0.2% 11.4% 9.1%

Barclays Capital U.S. TIPS 0.69% N/A 0.3% 1.6% 1.7% 9.0% 6.9%

Barclays Capital U.S. Aggregate 1.18% 63 0.3% 1.1% 2.0% 9.8% 6.9%

Barclays Capital Global Aggregate 0.92% 55 0.5% 1.1% 3.3% 5.8% 4.1%

Barclays Capital U.S. ABS 0.84% 67 0.1% 0.3% 2.9% 4.8% 3.4%

Barclays Capital U.S. MBS 1.26% 65 0.0% 0.0% 0.3% 5.7% 3.6%

Barclays Capital U.S. Corporate Investment Grade 2.01% 138 0.7% 2.6% 5.8% 11.8% 6.9%

BAML Euro Corporate Investment Grade 0.77% 137 0.3% 0.6% 3.3% -0.3% -0.7%

Barclays Capital U.S. Corporate High Yield 6.22% 563 0.6% 1.2% 6.7% 1.6% -2.0%

BAML European Currency High Yield Non-Financial 4.82% 530 0.2% 0.8% 5.9% -1.6% -4.2%

CS U.S. Leveraged Loans 6.80% 656 0.4% 0.3% 6.3% -1.8% -3.9%

CS Western European Leveraged Loans Non-USD 6.16% 609 -0.1% 0.6% 7.0% -1.8% -3.2%

JPM CEMBI Broad Diversified 4.83% 431 0.3% 1.4% 8.9% 4.2% 0.6%

JPM EMBI Global Diversified 5.37% 462 0.1% 2.4% 11.4% 1.3% -1.5%

JPM GBI-EM Global Diversified 4.49% N/A 1.0% 0.5% 9.9% -2.1% -5.4%

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

S&P 500 3,226.56 1.80% 1.8% 5.3% 16.5% 9.2% 0.9%

Euro STOXX 600 (Local) 373.87 2.07% 2.0% 5.9% 15.7% -3.6% -10.1%

U.K. FTSE 100 (Local) 6,292.65 4.72% 2.2% 3.8% 12.4% -16.5% -16.6%

Japan Nikkei 225 (Local) 22,945.50 2.22% 2.3% 6.6% 17.4% 5.8% -3.0%

China Shanghai Composite (Local) 3,361.30 2.10% -1.2% 16.3% 19.6% 14.2% 10.2%

MSCI AC World (Local) 549.79 2.20% 1.6% 6.3% 17.0% 6.4% -0.9%

MSCI Emerging Markets (Local) 1,066.29 2.48% -0.4% 8.7% 19.3% 8.0% 1.3%

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

S&P GS Commodity Index 339.95 0.8% 7.2% 25.5% -20.1% -21.1% -22.1%

WTI Crude ($/bbl) 41.13 0.5% 11.0% 106.1% -28.9% -30.6% -32.7%

Copper ($/lb) 2.87 2.0% 11.8% 24.1% 0.0% 6.0% 2.7%

Gold ($/oz) 1,804.60 -0.4% 5.5% 5.0% 16.5% 27.8% 19.1%

U.S. Dollar Index 96.08 -0.4% -0.6% -3.4% -1.2% -0.9% -0.3%

Euro (USD/EUR) 1.14 0.8% 1.3% 4.7% 2.4% 1.4% 1.7%

British Pound (USD/GBP) 1.26 0.2% 0.4% 1.0% -3.1% 0.9% -4.7%

Japanese Yen (Yen/USD) 106.84 -0.6% -0.5% -0.5% -2.9% -1.1% -1.7%

Chinese Yuan (CNY/USD) 6.99 -0.4% -1.5% -1.0% 1.5% 1.6% 0.3%

Source:  FactSet and Bloomberg. As of July 16, 2020.
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 Barings is a $327+ 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. 

 

*As of March 31, 2020 
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