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The ISM surveys were buoyed by
longer supplier delivery times. The
manufacturing index fell from
49.1 in March to 41.5 in April, while
the nonmanufacturing index
sank into contractionary territory,
falling from 52.5 to 41.8.
U.S. exports fell a record 9.6%
M/M in March. Imports slid 6.2%
M/M, widening the trade deficit to
$44.4 billion as demand faltered.
Initial claims fell, 3.846 million to
3.169 million for W/E May 2.
Continuing claims rose 4.6 million
to 22.647 million W/E April 25, a
record high.
U.S. weekly mortgage
applications changed little in W/E
May 1, but purchase applications
rose for the third straight week, up
5.8%, suggesting home sales may
rebound after sinking in April.
U.S. Q1 productivity fell 2.5%
annualized, while unit labor costs
rose 4.8% annualized—weighing on
corporate profit margins.
The BoE held policy steady at their
May meeting, though further asset
purchases are likely in June.
EZ retail sales were worse than
expected, down a record 11.2% M/M
in March. While most sectors fell,
food and non-store retail sales rose
5% and 2.6% M/M, respectively.
Japan vehicle sales sank 25.5%
Y/Y in April to the lowest since 2011.
China’s exports surprised to the
upside, rising 3.5% Y/Y in April,
signaling a faster rebound in
production and likely working
through a backlog of orders.
Imports fell 14.2% Y/Y.

WATCH LIST
Date
Consensus
Previous
U.S.
▼
Tue 5/12
NFIB Small Business Optimism
88.0
96.4
▼ -0.4% M/M
Tue 5/12
Consumer Price Index
-0.7% M/M
Wed 5/13
MBA Mortgage Applications
0.1%
▼ -0.2% M/M
Wed 5/13
Producer Price Index
-0.4% M/M
Thu 5/14
Initial Claims
3169k
▼ -8.7% M/M
Fri 5/15
Advance Retail Sales
-10.4% M/M
▲
Fri 5/15
Empire Manufacturing
-62.5
-78.2
▼ -5.4% M/M
Fri 5/15
Industrial Production
-11.0% M/M
▼
Fri 5/15
U Mich. Sentiment (Prelim)
67.5
71.8
5/11-5/15
MBA Q1 National Delinquency Survey
3.77%
Europe
▼ -0.1% M/M
Wed 5/13
EZ Industrial Production
-12.0% M/M
▼ 0.1% M/M
Wed 5/13
U.K. Industrial Production
-5.6% M/M
▼
Wed 5/13
U.K. 1Q GDP (Prelim)
-1.9% Y/Y
1.1% Y/Y
Fri 5/15
EZ 1Q GDP (Prelim)
-3.3% Y/Y
-3.3% Y/Y
Asia Pacific
▼ -1.5% Y/Y
Tue 5/12
China Producer Price Index
-2.6% Y/Y
▼
Tue 5/12
China Consumer Price Index
3.7% Y/Y
4.3% Y/Y
Thu 5/14
Japan Prelim Machine Tool Orders
-40.7% Y/Y
▲ -8.4% Y/Y
Fri 5/15
China Industrial Production (YTD)
-4.8% Y/Y
▲ -19.0% Y/Y
Fri 5/15
China Retail Sales (YTD)
-12.0% Y/Y
▲ -7.7% Y/Y
Fri 5/15
China Property Investment (YTD)
-3.8% Y/Y
▲ -16.1% Y/Y
Fri 5/15
China Fixed Assets ex Rural (YTD)
-9.0% Y/Y
▼ -0.4% Y/Y
Fri 5/15
Japan Producer Price Index
-1.4% Y/Y
Arrows indicate consensus forecast compared to the previous period. Local dates of release.

U.S.



Retail sales for April will likely be worse than March, given lockdown timing.
Nonstore retail results amid closed storefronts will be a good e-commerce indicator.
Downward pressure from weakening demand and lower oil prices will likely lead to
soft inflation data in April.

Europe


EZ Industrial production will likely show unprecedented drops in March. Data
last week for the two biggest EU economies (Germany and France) showed the
biggest drops ever recorded. Meanwhile, U.K. and EZ Q1 GDP figures are set to
follow suit and contract sharply. However, GDP will likely worsen in Q2.

Asia Pacific


China activity data should improve in April as the economy moves slowly back
towards normality. The pickup in consumer spending is likely to continue lagging the
return to offices and much of manufacturing. Meanwhile, we watch for China’s
inflation data as external demand weakens as internal demand is improving.
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THE HIGHLIGHTS
U.S. Employment: Small vs. Large Firms

Another Trade Deal: The U.K. and the U.S. will start work this week on a
free trade agreement that both governments hope will help support growth
through the global downturn.

U.S. private sector employment lost 20.236 million jobs in April, per the ADP
National Employment Report - more than double the cumulative employment
drop during the Great Recession. Job losses were broad, with goods producers
down over 4 million and service providers an unprecedented 16 million.
Unlike the official BLS statistic, ADP data breaks out job losses by firm size.
Small firms (less than 50 employees) saw larger declines than large firms (500
or more employees)—the opposite of that seen during the Great Recession.
ADP PRIVATE SECTOR EMPLOYMENT BY FIRM SIZE, Y/Y%

Easing Restrictions: In Florida, state parks reopened along with
restaurants and retail in most of the state. California starts loosening its
lockdown today, allowing stores to sell books, clothes, flowers and other items
through curbside pickup. The U.K. will give companies guidance this weekend
on returning to work safely and likely take a gradual path out of the lockdown.
High-frequency data show some improvement: OpenTable reservations in
Texas improved the most (still -86% Y/Y); Florida, Georgia, and South
Carolina have also risen.
ECB Bond Buying: The German high court ruled that the ECB QE program
likely violated the German constitution. The ruling said the purchases may not
be backed by European treaties, and ordered Bundesbank to stop participation
in the program and sell its holdings should the ECB fail to satisfy the court’s
demands for an explanation as to how the purchases are proportional within
the next three months. The ECB released a statement taking note of the ruling
and recalling that the European Court of Justice, the only body the ECB
responds to, had previously ruled the QE program lawful.

Source: ADP. As of May 7, 2020.

ETFs: The Federal Reserve is close to setting up two corporate lending

The record small firm losses emphasize the need for aid to small businesses

programs that could buy up to $750 billion in debt and ETFs under its

that lack access public companies have to Federal Reserve credit and aid,

emergency virus actions. Expect to see shares of eligible ETFs purchased soon

compounded by the smaller cash buffer these firms have. While job losses

through its Secondary Market Corporate Credit Facility. Lending through the

spiked at record speed, the unemployment rate will take longer to drop if

Fed’s primary- and secondary-market corporate credit facilities via purchases

small business cannot reopen, as they are the engine of U.S. growth.

of corporate bonds will begin soon after.

Earnings Season

Funding Unemployment: California became the first state to borrow

With 81% of the S&P 500 reporting Q1 results, earnings growth is
tracking at -7% Y/Y, with surprises tilted to the upside. Health care has
performed the best; financials, the worst. With 71% having reported, Euro
Stoxx 600 earnings growth is tracking at -22% Y/Y, with surprises tilted to the
upside. Consumer staples performed the best while consumer discretionary

money from the federal government to continue paying unemployment
benefits, using $348 million in federal funds after receiving approval for up to
$10 billion through July. The U.S. also approved loans of $12.6 billion for
Illinois and $1.1 billion for Connecticut through July to replenish state funds,
though the two states had not started borrowing through April.

continued to lag. Price reaction in U.S. markers has been mixed. European

EU Airlines: Airlines made progress to bolster their finances, with Deutsche

markets generally rewarded equities, regardless of earnings growth.

Lufthansa AG nearing a deal for state aid, and Norwegian Air Shuttle ASA

Policy

winning bondholders over to a debt-to-equity swap for part of a plan to meet

China Trade Deal: Despite rising tensions over allegations China
mishandled the outbreak, the U.S. signaled they won’t tear up the Phase One
deal if Beijing abides by earlier trade deal commitments. The U.S. has already
tightened export controls curbing semiconductor sales to China, opened the
door for the government pension funds to stop investing in some Chinese

terms set by Norway to give the airline access to a 3 billion-kroner ($290
million) package of loan guarantees. German, Swiss, Austrian and Belgian
governments have looked at a rescue plan that could top 10 billion euros ($11
billion). Iceland may look at a loan to Icelandair Group, contingent on
financial restructuring by the carrier.

companies and limited imports of electrical equipment for the U.S. power

The U.S. Treasury expects to boost the net amount of marketable Treasury

grid. Several bills in Congress seek to strip China of its sovereign immunity

debt outstanding by$3 trillion in Q2 as efforts to stimulate the struggling

protection in U.S. courts, potentially leaving China open to lawsuits seeking

economy drive up borrowing. The increase is primarily driven by the impact of

billions of dollars in compensation for its handling of the outbreak.

the outbreak, with effects flowing from both new stimulus spending that has
been legislated and tax receipt deferrals.
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KEY FINANCIAL INDICATORS
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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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