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Oil Jumps; Jobs Slump; More Fiscal Help Coming

I N  R E V I E W  

 U.S. weekly mortgage 

applications rose 15.3% for the 

week ended March 28, as a drop in 

mortgage rates aided by Fed MBS 

purchases boosted refinancing. 

Purchase applications fell 10.3%, as 

housing demand remains weak. 

 Initial claims doubled the prior 

week’s record-high level to 6.648 

million in the week ended March 28, 

totaling over 10 million in March. 

 The ADP employment report 

noted the first decline in private 

payrolls since hurricanes in 2017, 

down 27,000 in March. Small 

business jobs fell the most since 

2009, while mid-size and large 

businesses added workers. Losses 

appear less striking than layoffs due 

to the timing data is collected. 

 The ISM manufacturing index 

slid from 50.1 to 49.1 in March, 

artificially boosted by longer 

supplier delivery times due to supply 

chain disruptions. Manufacturing is 

set to weaken as the virus spreads in 

the U.S. 

 EZ CPI decelerated from 1.2% Y/Y 

to 0.7% Y/Y in March according to 

the preliminary estimate, driven by 

energy. Softness in prices will likely 

intensify as demand is restrained. 

 The PBOC cut the 7-day repo rate 

from 2.4% to 2.2%—the largest cut 

since 2015—when it injected 50 

billion yuan (USD $7.1 billion) into 

the banking system. 

 South Korea trade was weaker 

than expected. Exports slid 0.2% 

Y/Y while imports fell 0.3% Y/Y in 

March. Trade data is likely to 

worsen amid the pandemic. 

W A T C H  L I S T  

 

U.S. 

 Continuing claims are likely to spike amid record filings and as individuals receive 

unemployment insurance. States continue working through a backlog of initial 

claims and volumes remain high as the CARES Act expanded those who qualify for 

unemployment insurance. 

 Job openings will likely understate the pause in hiring across the U.S., as the data 

is for February. Openings are likely to drop off in March in the midst of what 

resembles a nation-wide hiring freeze, outside of grocery stores and food and 

consumer product delivery positions.   

 

Europe 

 Italy announced it is working on a second fiscal package, expected to be 

larger than the first fiscal stimulus bill worth €25 billion (with €340 billion of loans 

and guarantees, for a total of 20% GDP). It is expected to prolong measures of the 

first bill by six months, extend wage support to less-protected workers, and launch a 

public infrastructure plan focused on areas such as health care and digitalization. 

 Real-time consumer spending indicators, such as high street foot traffic and 

restaurant bookings, are set to show continued weakness in consumer-facing sectors. 

 
Asia Pacific 

 Japan is set to announce a record-breaking fiscal stimulus bill. As the 

number for COVID-19 cases rises in Japan, more social distancing measures or 

lockdowns may be announced, which would significantly hurt the economy.

Date Consensus  Previous 

U.S.     

Tue 4/7 JOLTS Job Openings   6963 

Wed 4/8 MBA Mortgage Applications   15.3% 

Wed 4/8 FOMC Meeting Minutes --  -- 

Thu 4/9 Producer Price Index -0.3% M/M ▲ -0.6% M/M 

Thu 4/9 Initial Claims   6648k 

Thu 4/9 U Mich. Sentiment (Prelim) 82.0 ▼ 89.1 

Fri 4/10 Consumer Price Index -0.3% M/M ▼ 0.1% M/M 

Europe     

Mon 4/6 EZ Sentix Investor Confidence   -17.1 

Tue 4/7 Germany Industrial Production -0.8% M/M ▼ 3.0% M/M 

Tue 4/7 Italy Retail Sales   0.0% M/M  

Asia Pacific     

Fri 4/10 China Producer Price Index -1.1% Y/Y ▼ -0.4% Y/Y 

Fri 4/10 China Consumer Price Index 4.9% Y/Y ▼ 5.2% Y/Y 

Fri 4/10 Japan Producer Price Index -0.7% M/M ▼ -0.4% M/M 
Arrows indicate consensus forecast compared to the previous period. Local dates of release. 
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T H E  H I G H L I G H T S  

 
Initial Claims Keep Climbing 

Initial claims for unemployment insurance benefits skyrocketed 

W/E March 28, doubling the previous week’s record. Initial claims 

rose from an upwardly revised 3.307 million to 6.648 million—

totaling over 10 million in March. While accommodation and food 

services led losses, other industries joined the fray, notably retail 

and wholesale trade and construction. Continuing claims jumped 

1.245 million to 3.029 million for W/E March 21, the most since July 

2013. Continuing claims will rise as states manage backlogs, layoffs 

persist and more individuals become eligible under the CARES Act. 

As previously noted, new filings will be more-accurately reflected in 

the April Employment Report, given timing of data collection; 

expect a U.S. record-setting jump in next month’s report. 

Job cut announcements surged 292% M/M in March, according to 

Challenger, Gray & Christmas, and excludes hundreds of thousands 

of furloughed workers. Entertainment/leisure led all sectors, 

followed by the service industry—including food service vendors—

and retailers, though retailers announced the largest hiring plans. 

Challenger noted that there was a jump in hiring plans among 

grocers, food delivery services, and consumer products delivery 

services. 

 

Is China’s Recovery Too Good to be True? 

China will give the first hints at what share our recovery will take, be 

it a V, U, L or another fancy shape–every economist’s current 

debate, as all eyes turn to China’s PMI numbers. China’s official and 

Caixin PMIs both showed stabilization in March; China’s official 

manufacturing PMI rose from 35.7 to 52 while the non-

manufacturing PMI jumped from 29.6 to 52.3. A PMI above 50 

means companies saw a sliver more activity than last month (50 

would signal continued deterioration). These increases provided a 

sign of hope as the world looks to China as a possible guide for 

recovery, but its path forward is not clear. The PMI print details 

showed that new export orders—though rising from 28.7 to 46.4—

remained in contractionary territory. As the virus spreads through 

Europe and the U.S., weaker global demand will weigh on China’s 

export-dependent economy and recovery. Other high-frequency data 

shows there is still room to run. Pollution in Tier-1 cities remains 

30% below average levels, and coal consumption—though rising—

remains below levels in recent years. 

CHINA’S OFFICIAL PMI 

Source: Bloomberg. As of April 2, 2020. 

Markets Update 

Outlook remains uncertain in the weeks since markets rebounded 

from lows and volatility muted. The recent equity rally, while a 

welcome relief, was led by defensive sectors and coincided with still-

depressed oil prices, U.S. Treasury yields continuing to drop and the 

U.S. dollar still elevated. This is usually not the formula needed to 

say that we are past the worst of the rout. Caution is needed going 

forward, given these signals.  

 

Policy 

Removing Fees: U.K. Chancellor of the Exchequer Rishi Sunak 

waived import duties and value-added tax on vital medical 

equipment amid tensions surrounding National Health Service 

capacities. The measure removes tariffs up to 12% of the value of 

ventilators, protective clothing, virus tests and other gear from 

outside the EU.  

 

Asia: The virus, which emerged in Asia and spread to the West, is at 

risk of a second wave. Following a recent uptick in cases tied to 

international travelers, China, Hong Kong, Singapore and Taiwan 

barred foreigners from entry this week. Japan’s cases, where 

infections have remained relatively controlled, started to rise last 

month in Tokyo as overseas travelers returned. The country barred 

visitors from most of Europe and moved to deny entry to travelers 

from 49 more countries, the U.S. among them. South Korea, after an 

early peak in infections, initially required some arriving travelers to 

quarantine for 14 days upon arrival; it expanded the list this week to 

cover the entire world. Hong Kong, which had reported single-digit 

new cases daily, suddenly saw this spike as high as 65 in one day.  

 

OPEC: Agreed production limits by OPEC and its allies ended this 

week. President Trump tweeted that he expects Saudi Arabia and 

Russia to cut oil production by 10-15 million barrels. At 10 million 

BPD this would equate to ~45% of their production.  Oil prices 

surged ~25% on the news.    
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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  
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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.  
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