
MARKET 
ALERT

Monday 18 May 2020 | www.bancorptreasury.com

This document has been prepared by Bancorp Treasury Services Limited (“BTSL”). Whilst all reasonable care has been taken to ensure the facts stated are accurate and the opinions 
given are fair and reasonable, neither BTSL nor any of its directors, officers or employees shall in any way be responsible for the contents. No liability is assumed by BTSL, its directors, 
officers or employees for action taken or not taken on the basis of this document.

US data disappoints … again

Another blow of poor data out of the US 
over the weekend as retail sales came in 
far worse than expected. The headline 
number slipped 16.4%, while the market 
was expecting a 12.0% drop. The core 
number was just as disappointing. 
The number sets the stage for an 
unprecedented collapse in consumer 
spending in the June quarter which 
accounts for roughly 68.0% of US GDP.

Industrial production came in slightly 
better than the market expected with 
a decline of 11.2% for the month 
of April, which is the worst result 
available in records dating back to 
1919. Manufacturing production 
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slipped 13.7% while employment in 
manufacturing dropped 1.3 million and 
average hours worked declined 15.0% 
in April.

Following Friday nights poor data, Fed 
Chairman, Jerome Powell, was on the 
news wires over the weekend talking 
up a H2 2020 recovery. Headline 
comments included, “it’s going to take 
a while to get back all (of the) GDP lost,” 
and, “(the) US recovery may stretch 
through to the end of next year.” According 
to Mr Powell, an improvement in the  
second half on the year is inevitable, 
mainly due to the crippling extent of the 
contraction in Q2. 

In terms of recovering the growth ‘lost’ 
during the pandemic, that may take 
until the end of 2021, but that could be 
an optimistic call given that it depends 
on when we get a vaccine, if at all. 
Ultimately, the virus is going to do a lot 
of damage to corporate, household and 
government budgets that can only really 
be fully calculated once the economy 
returns to full output. 

The BoE’s chief economist, Andy 
Haldane, was also giving interviews 
and stating that there are other options 
beyond negative rates, emphasising that 
they could expand their QE programme 
to include risk assets further down the 
risk spectrum.

New Zealand house sales slump during 
lockdown and prices start to dip as 
REINZ House Sales index fell 78.5% 
in April from a year earlier. The House 

Price index fell 1.8% for the month, 
however, is still up 8.5% for the year. 

New Zealand manufacturing PMI 
slipped to 26.1 in April from 53.7 in 
March.

The COVID-19 minor 
headlines

The US has accused China of using 
airplane passengers to spread the virus.

A US health representative clarified that 
the plan for 300 million vaccines by 
year-end is “a goal, not a pledge.”

The UK will be the first country to 
receive the AstraZeneca vaccine.

Against this, two European leaders, 
Italian Prime Minister, Giuseppe Conte, 
and British Prime Minister, Boris 
Johnson, have bluntly told their citizens 
that the world needs to adapt to living 
with COVID-19 as a vaccine won’t 
come soon enough, or perhaps ever!

Former US President, Barak Obama, 
made a rare public criticism of Trump’s 
White House administration, stating  
the “US lacks leadership on (the) 
pandemic.”

Coming up

This week we have Central bank 
minutes from the Fed, ECB and RBA, 
while China will be deciding on their 
interest rates. We also have PMI surveys 
for the US, UK, Eurozone, Japan and 
Australia, and US housing data, UK 
jobs and retail trade, while, from Japan, 
we have Q1 GDP and trade balance.
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