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In Review 

• U.S. new home sales 
underwhelmed, sliding 0.4% M/M 
in December, as limited inventories 
weighed on sales. However, sales are 
up 23% Y/Y, and residential 
investment will aid Q4 GDP growth. 

• U.S. durable goods orders rose 
2.4% M/M in December, according 
to the advance report. However, this 
was due to a 168.3% M/M jump in 
defense aircraft orders, while core 
capital goods orders slid 0.9%. 

• The FOMC held rates steady at their 
January meeting, as expected. 

• The Conference Board 
consumer confidence index 
beat expectations, rising to 131.6—its 
highest level since August. Both the 
present situation and future 
expectations components improved. 

• German IFO business climate 
index surprised to the downside in 
January due to a decline in the 
expectations component, while 
current conditions increased. This 
breaks with the trend of strong gains 
in ZEW and Sentix. 

• The BOE held rates steady, but 
maintained an easing bias. 

• The EZ unemployment rate slid 
from 7.5% to 7.4% in December. 

• Japan’s January flash 
manufacturing PMI rose to 49.3, 
while the services PMI increased 
from 49.1 to 52.1, suggesting an 
increase in domestic demand. 

• Japan CPI rose 0.8% Y/Y in 
December, above expectations, 
pushed higher by gasoline and 
accommodation prices. Underlying 
inflation remains subdued, which 
may keep the BOJ accommodative. 

Watch List 

 
U . S .  
 

• Employment will likely show another strong performance in January, with a 
healthy increase in nonfarm payrolls. However, with slack remaining in the 
labor market, wage growth is not likely to materially accelerate. 

• The ISM manufacturing index is expected to increase in January, but risks 
are tilted to the downside. Positive effects from the ‘Phase One’ deal will aid 
industries such as agriculture, and regional Federal Reserve manufacturing 
surveys in January point to improvement in the index. However, the Boeing 
production halt will weigh on transportation. 

 
E U R O P E  
 

• Eurozone retail sales will likely take a step back M/M in December, after 
rising 1% M/M in November. Sales will remain solid on a year-ago basis. 

• German industrial production should slide in December following a strong 
November, as industrial sector weighs on GDP. However, as trade tensions ease, 
Germany’s manufacturing sector should bottom. 

 
A S I A  P A C I F I C  
 

• China’s Caixin manufacturing PMI is likely to remain relatively unchanged 
in positive territory, however the coronavirus outbreak will weigh on Q1 growth.

Date  Consensus  Previous 
U.S.      

Mon 2/3 ISM Manufacturing 48.4  ▲ 47.2 
Mon 2/3 Iowa Caucus --  -- 
Wed 2/5 Trade Balance -$46.6b ▼ -$43.1b 
Thu 2/6 ISM Non-Manufacturing 55.0  55.0 
Fri 2/7 Change in Nonfarm Payrolls 158k ▲ 145k 
Fri 2/7 Unemployment Rate 3.5%  3.5% 
Fri 2/7 Average Hourly Earnings 3.0% Y/Y ▲ 2.9% Y/Y 
Sat 2/8 Expanded Steel & Aluminum Tariffs --  -- 
Europe      

Mon 2/3 EZ Markit Manufacturing PMI (final) 47.8  
 

47.8 
Wed 2/5 Germany Factory Orders 0.5% M/M ▲ -1.3% M/M 
Wed 2/5 EZ Retail Sales -0.4% M/M ▼ 1.0% M/M 
Fri 2/7 Germany Industrial Production -0.2% M/M ▼ 1.1% M/M 
Asia Pacific      

Mon 2/3 Caixin China Manufacturing PMI 51.0 ▼ 51.5 
Mon 2/3 Japan Markit Manufacturing PMI (final)   49.3 
Fri 2/7 China Trade Balance   $46.79b 
Arrows indicate consensus forecast compared to the previous period. 
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The Highlights

 
C O R O N A V I R U S   
 
The number of confirmed coronavirus cases in China grew to nearly 
7,700, surpassing totals there from 2003’s SARS outbreak. Travel 
restrictions to China are widening, with several airlines, including 
British Airways, announcing a suspension of flights to the country. 
Many predict that China’s GDP growth could “materially drop” from 
the 6% pace seen in the last quarter of 2019, while $1.5 trillion has 
been wiped off global stock markets. The European luxury goods 
sector is expected to be among the hardest hit by the slowdown in 
Chinese retail sales during Chinese New Year, usually the busiest 
shopping period. Other companies that rely on the manufacturing 
hub of Wuhan may feel delayed effects because production was 
already halted for the Lunar New Year. The extension of that 
holiday, however, means the impact will eventually be felt. 
 
J A N U A R Y  F L A S H  P M I S  
 
January Markit flash manufacturing PMIs showed improvement 
across Europe and Japan. While the Eurozone composite remained 
unchanged at 50.9, the manufacturing PMI rose from 46.3 to 47.8—
above consensus expectations. Among countries, Germany’s 
manufacturing PMI rose to an 11-month high of 45.3. Meanwhile, 
the biggest improvement was in the U.K., rising from 47.5 to 49.8, as 
they experience a post-election boost to their economy. While the 
manufacturing PMIs are in contractionary territory, the 
improvement in headline and forward-looking indicators portrays a 
bottoming in global manufacturing, as global growth is set to 
stabilize into 2020. In the U.S., the flash manufacturing PMI slid 
from 52.4 to 51.7 but remains in expansionary territory. U.S. 
manufacturing is facing counteracting forces—easing trade tensions 
and rising global demand versus a Boeing production halt. 
Manufacturing should improve, but it is likely to be a bumpy ride. 
 
D A T A  D I V E  U . S .  G D P  
 
U.S. GDP held steady in 2019Q4 at 2.1%, while the composition of 
growth changed, according to the advanced estimate. Growth was 
aided by personal consumption, residential fixed investment, and 
trade, while inventories and nonresidential fixed investment 
subtracted from growth.  
 
 
Source: Bloomberg. As of January 30, 2020. 

As expected, personal consumption growth slowed from 3.2% in Q3 
to 1.8% in Q4—but remained a key driver of growth. Trade 
contributed the most to growth in Q4, as imports fell 8.7%, while 
business investment fell for the third-consecutive quarter. 
 
P O L I C Y  
 
The U.S. Embassy in Baghdad was hit by mortars this week, 
marking the 14th attack on U.S. personnel in Iraq since September. 
Such attacks by Iran-linked militia groups have increased since the 
killing of Iranian top commander Qassem Soleimani. As a result, 
defense stocks have been outperforming by around 5%. 
 
Steel tariffs on foreign steel and aluminum were announced by 
President Trump. The president accused foreign companies of trying 
to “circumvent” the 25 percent tariff he placed on foreign steel and 
the 10 percent tariff on foreign aluminum in 2018. The U.S. will 
expand tariffs to cover products like nails, tacks, staples, cables, 
types of wire, bumpers and other parts for cars as of February 8. U.S. 
Steel announced last month that it was indefinitely idling part of a 
plant near Detroit, laying off roughly 1,500 employees. 
 
New Jersey will become the first state to account for climate 
change, including rising sea levels, to win government approval for 
projects. Condo complexes near flood-prone rivers, public schools 
close to the ocean, natural-gas pipelines and carbon-emitting power 
plants will be among the projects affected by the legislation.  
 
U.S. regulators, including the Federal Reserve, are set to propose 
removing the 3% limit on the stake banks can own in venture funds 
they offer to clients. The Volcker restrictions, part of the 2010 Dodd-
Frank Act, if removed, could allow banks to invest more of their 
capital in funds they already offer clients, as long as the funds invest 
in startups and small businesses. It is expected this will be 
completed later this year.



 
 

 
 

 
BARINGSINVESTMENTINSTITUTE.COM  |  3 

31 January 2020 

Key Financial Indicators 

  



 
 

  BARINGSINVESTMENTINSTITUTE.COM  |  4 

31 January 2020  |  The Week Ahead 
  
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, Barings Real 
Estate Advisers Europe Finance LLP, 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.  
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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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