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The Economy

A solid data week propels equity markets higher despite virus risks.

us

Retail sales surprised positively for the second consecutive month. After an upwardly
revised 18.2% May surge, they rose 7.5% in June, leaving them 2.3% higher than a
year earlier. Control sales, (which exclude food services, building materials, autos
dealers and gas stations) increased 5.6% and were 7.6% above year-earlier levels.
Clothing sales more than doubled in June, having surged 176% in May. But, due to
extreme earlier weakness, they are still among the worst performing categories
relative to a year ago. Indeed, only eating out/drinking fared worse. The best
performing category on this count is—unsurprisingly—online sales, which are up by
30% yly. Building materials is in second place, up 22.6% y/y, with sporting goods a
close third, up 22.4% yly. The winners speak directly to the nature of this shock the
social distancing requirements. The building materials boom reflects a surge in DYI
home improvement projects.

Small business sentiment improved noticeably in June, with the headline NFIB small
business optimism index up 6.2 points to 100.6. The index has now recouped about
two-thirds of its recent losses but there are growing concerns that the virus
resurgence will make these gains difficult to sustain. Still, the June improvement was
welcome news. Unsurprisingly, nearly all forward looking indicators experienced
improvement, with sales expectations up 37 points to 13, the first net positive reading
since February. Many of the current situation metrics deteriorated further, but given
the questions refer to “the last three months”, this may be more of the recent past
than truly the current June conditions. It was astonishing to see that “labor quality”
once again overtook “poor sales” as the biggest problem facing small businesses.

There was an echo of this in the latest Fed Beige Book, which noted that “Contacts
in nearly every District noted difficulty in bringing back workers because of health and
safety concerns, childcare needs, and generous unemployment insurance benefits.”
Elsewhere, we were (unsurprisingly) told that “economic activity increased in almost
all Districts, but remained well below where it was prior to the COVID-19 pandemic.”
The PPP program “reportedly provided many firms with sufficient liquidity for the near
term.” However, “many contacts who have been retaining workers with help from the
PPP said that going forward, the strength of demand would determine whether they
can avoid layoffs.” Uncertainty remains high as “contacts grappled with how long the
COVID-19 pandemic would continue and the magnitude of its economic implications.”

Given the 44% increase in pending home sales in May, it is not surprising that
homebuilder sentiment continues to rebound strongly. But the extent of that
rebound still blew consensus expectations out of the water once again. Following a
21-point surge in June, the NAHB index jumped another 14 points in July. At 72, it is
now back to its March level and a mere four points away from the recent December
high. Prospective buyer traffic surged to a historical record that had previously only
been reached in January 2020 and December 2017. Current sales improved 16
points to 79, fully retracing recent losses. Future sales rose 7 points to 75, back to the
March level. While some pullback from these elevated levels is likely given reopening
challenges and persistent labor market weakness, there is considerable support for
housing activity given low interest rates and years of housing underinvestment.
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Figure 1: US Home Buyers Are Back In The Market
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The housing starts data align with improving builder confidence and home sales
data. Starts picked up 17.3% in June from an upwardly revised May level, reaching
1.186 million (seasonally adjusted annualized). The improvement was evenly spread
between single and multi-family starts and both categories are down only about 4.0%
from a year earlier. The building permits data showed more differentiation between
the segments. Overall permits increased a smaller than expected 2.1% in June but
while single-family permits rose 11.8%, multi-family permits dropped 13.4%. Overall
permits are down 2.5% vyly.

After a slow start that likely reflecting lack of PPE and challenges implementing social
distancing on factory floors, the industrial sector recovery is now gathering steam.
Industrial production rose a better than expected 5.4% in June, aided by a 7.2%
increase in manufacturing production and a 4.2% utilities gain. Mining was once again
a drag, down 2.9% for a fifth consecutive decline. Within manufacturing, durable
goods production increased 11.6%, on broad based gains that included a 102% surge
in motor vehicle and parts—the second consecutive 100%+ reading for that particular
group. Overall capacity utilization improved 3.5 percentage points (ppts) to 68.6%,
with manufacturing up 4.6 ppt to 66.9%. By contrast, mining capacity utilization
deteriorated another 2.0 ppts to just 75.5%, lower than at any point during the
2015/16 retrenchment episode; it had stood above 90% as recently as January!

The two regional manufacturing Fed survey released so far this month suggest further
improvement is in the offing. The Empire Fed index beat expectations with a 17.4-
point improvement in July, nearly double the consensus estimate. The headline is
now at the highest level since November 2018. The details were good, with new
orders, shipment, employment and the employee workweek all reaching the highest
levels since February. The Philly Fed index also exceeded expectations, although by
a smaller margin. However, the details were very encouraging. After June’s record
70.6-point surge in June, the overall index retreated 3.4 points, but only to a solid
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24 1. And some of the most important components, namely new orders, employment,
and the employee workweek, all improved materially. The shipments metric
moderated, although that may be a function of the strong improvement the month
before. The new orders-shipments differential climbed to the highest level since May
2018, which is supportive for near term output outlook.

Business inventories have fallen precipitously in April and May, down by 1.4% and
2.3%, respectively, as production and import activity was severely curtained during
lockdowns. The inventory cycle will be a considerable drag on Q2 GDP, although it
offers the promise of a subsequent rebound as some of these inventories will need
replenishment. An example is motor vehicles, where segments such as light trucks
are experiencing multi-year lows in inventories. The inventory decline helped lower
the inventory to shipment ratio from 1.67 months in April to 1.51 in May. This is still
too elevated (somewhere around 1.3 is better), but further improvement is likely in
June. Moreover, due to severe supply chain disruptions amid the Covid outbreak, it is
possible that firms may prefer to keep higher than normal inventory levels.

Given the resurgence in Covid-19 cases, it is not surprising that consumer sentiment
retreated in July. Still, the pullback in the Michigan consumer sentiment index was
steeper than anticipated, as the headline measure lost 4.9 points, giving back most of
June’s gain in the process. The biggest hit was on the expectations side: the future
expectations metric dropped 6.1 points and is now essentially back to the May lows.
As some states pull back on reopening, consumers are giving up hope that conditions
will improve in coming months. That may be premature, but it certainly bears
watching. The current situation metric lost 2.9 points. Inflation expectations ticked
back up after dipping slightly in June. At 3.1% for 1-year and 2.7% for 5-10 years,
they are much higher than before the crisis.

A clear drag on confidence is the persistent labor market weakness. Unemployment
claims remain at puzzlingly high levels given economic reopening. Initial claims for
the week ending July 11 came in at 1.30 million, almost unchanged from the week
before. Continuing claims declined by 422,000 but remain elevated at 17.3 million.

The budget deficit has exploded. It was already on a deteriorating path prior to the
Covid crisis, but the surge in fiscal transfer and the decline in revenues (both due to
lower levels of economic activity and also due to delayed deadline for tax filings) has
pushed the deficit to unprecedented levels. In June alone, the federal budget deficit
reached $864 billion, more than 100 times larger than in June 2019. Since the start of
the fiscal year in October, the shortfall has so far exceeded $2.7 trillion.

Canada

The Bank of Canada maintained the target for its overnight rate at 0.25% and kept
the large-scale asset purchase programs unchanged. The short term liquidity
operations have been effective in ensuring the flow of credit in the financial system,
which has led the Bank to gradually step down repo operations. Nonetheless, the
BoC stands ready to rescale operations as and when required.

In the accompanying statement, the BoC acknowledged the ensuing recovery on a
global scale, but remained cautious about the highly uncertain nature of the rebound.
The July Monetary Policy Report presented several scenarios for Canadian growth.
The central scenario assumes no widespread second wave, and projects a solid
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rebound in output in Q3. However, the pace of expansion is likely to slow
subsequently as the pandemic continues to weigh on consumer spending. The BoC
expects economic slack to persist, keeping inflation below 2% through end-2022.

“There are early signs that the reopening of businesses and pent-up demand are
leading to an initial bounce-back in employment and output. In the central scenario,
roughly 40 percent of the collapse in the first half of the year is made up in the third
quarter. Subsequently, the Bank expects the economy’s recuperation to slow as the
pandemic continues to affect confidence and consumer behavior and as the economy
works through structural challenges. As a result, in the central scenario, real GDP
declines by 7.8 percent in 2020 and resumes with growth of 5.1 percent in 2021 and
3.7 percent in 2022. The Bank expects economic slack to persist as the recovery in
demand lags that of supply, creating significant disinflationary pressures.”

The Board under new Governor Tiff Macklem seems to be shifting back towards an
outcome-based forward guidance, much earlier than the Fed. We read this as a
signal that the initial “firefighting” phase of monetary policy is over and that the BoC is
content to observes the recovery from the sidelines. The Bank noted that it will “hold
the policy rate at the effective lower bound until economic slack is absorbed so that
the 2 percent inflation target is sustainably achieved”. The forward guidance and
inflation forecasts support our expectation of no hikes through at least 2021.

Manufacturing sales are starting to recover as restrictions on activity were lifted in
most cities. Sales increased by 10.7% to C$40.2 billion in May but that follows a
decline of 27.9% in April and still left them 28.4% below the February level. The
largest improvement was in transportation equipment, up 81.7% in May. This was led
by increases in sale of motor vehicles and parts as plants resumed operations. Sales
in the petroleum and coal product industry also rebounded 18.6% after three
successive declines. Inventory levels declined for the second month, falling by 1.5%,
which caused the inventory-to-sales ratio to decline from 2.41 in April to 2.15 in May.
New orders rose 9.4% in May, mostly due to higher orders of transportation
equipment. Real sales also rose 8.8% in May.

The housing market appears to be more resilient than earlier thought in North
America, as sales have bounced back quite sharply post lockdowns and social
distancing restrictions. Existing home sales were up 63% in June, while non-
seasonally adjusted sales increased 15.2% y/y. All the major metropolitan areas saw
growth in high double digits. Monthly home sales is now back to above its long term
average, around 150% higher than the April level. The number of newly listed
properties climbed 49.5% in June, causing the sales-to-new listings ratio (a measure
of market tightness) to tighten by 5.2 percentage points to 63.7%. The months of
inventory fell to just 3.6 months, at a 16 year low and below the 3.5 months back in
February. The Aggregate Composite MLS Home Price index rose 0.5% m/m, and
was up 5.4% yly. On a more positive note, the Canadian Real Estate Association
noted that “daily tracking suggests that July, at least, will be even stronger”.

UK

The reporting peculiarities around UK labor statistics—specifically the 3-month
moving average typical of many top-line series—render them ill-suited for quickly
identifying turning points. But we are now far along in this crisis for the deterioration to
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be visible. Employment declined by 125,000 during March-May, the worst print since
2011. The unemployment rate was unchanged at 3.9% but only because the
participation rate retreated another tick to 64.1%. Monthly data might be indicating a
bottom: after two huge increases, unemployment claims retreated modestly in May
allowing the claimant count unemployment rate to ease a tenth, but only to an
extremely high 7.3%. A decline in private sector wages caused overall average
weekly earnings to retreat 0.3% y/y in March-May, the biggest decline since 2009.

As the economy reopens, activity is picking up. Industrial production rose 6.0% in
May, lifted by a 8.4% increase in manufacturing and a surprising 5.0% increase in
mining. Still, massive prior declines mean output is still down 20.0% yl/y.

Eurozone

Having nearly doubled the pandemic emergency purchase program (PEPP) in June,
the ECB did not announce any policy changes this week. All interest rates were left
unchanged and so were the QE parameters. These QE programs will be deployed
flexibly “across instruments and jurisdictions” in line with “our role in ensuring that our
monetary policy is transmitted to all parts of the economy and to all jurisdictions in the
pursuit of our price stability mandate”. Demand for long-term targeted refinancing
operations under TLTRO Ill has been strong. There was acknowledgement of the
notable improvement in activity during May and June, and the expectation is that after
another sequential GDP decline in Q2, activity will rebound in the third quarter.
However, “the extent of the contraction and the recovery will depend crucially on the
duration and effectiveness of the containment measures, the success of policies to
mitigate the adverse impact on incomes and employment, and the extent to which
supply capacity and domestic demand are permanently affected”. Unsurprisingly, the
balance of risks is still seen as tilted to the downside and so the “Governing Council,
therefore, continues to stand ready to adjust all of its instruments, as appropriate, to
ensure that inflation moves towards its aim in a sustained manner, in line with its
commitment to symmetry.” But be that as it may, the ECB is, in no uncertain terms,
calling for more fiscal stimulus. “The Governing Council urges further strong and
timely efforts to prepare and support the recovery” as it is “important for the European
leaders to quickly agree on an ambitious package.” The Fed’s restrained comments
on fiscal policy are starting to look like mere innuendos by comparison!

Unsurprisingly given earlier results last week from Germany, France, and ltaly,
eurozone industrial production rebounded 12.4% in May, retracing nearly a third of
its prior two month losses. Production was still down 20.9% yl/y.

Japan

The Bank of Japan kept all key measures unchanged in the policy meeting this
week. The quarterly Outlook Report downgraded the real GDP forecast for FY2020 to
-4.7% (with a range of -4.5% to -5.7%), near the bottom end of the range announced
in January (-3.0% to -5.0%), but this is largely in line with expectations. The Bank
admitted that the outlook for activity and prices is highly uncertain, despite private
consumption showing signs of a pick-up recently. Monetary policy has probably
reached its limit for now, and we are unlikely to see further action in the near future
unless the situation deteriorates unexpectedly.
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The tertiary industry index fell to a new record low in May, contracting by 2.1%,
though the pace of contraction decelerated. The decline was led by wholesale trade (-
7.3%), ICT (-4.9%, rather unexpected!) and transport and postal activities (-5.3%).
We expect this to be the bottom for services, and data to improve May onwards.

Australia

The Australian labor market has surprised positively since April, when the RBA put
the expected unemployment rate by the end of the second quarter at 10%.
Fortunately, extensive fiscal support through the JobKeeper and JobSeeker programs
mitigated the damage and allowed for a better outcome. Thus, June brought about a
210,800 increase in employment, which was great news even though it was entirely
driven by part-time jobs (+249,000) while full-time employment declined by 38,100.
Encouragingly, aggregate monthly hours worked increased by 4.0% m/m, due to
increases in average hours worked by both full-time (+2.6%) and part-time (+7.2%)
workers. This lowered the underemployment rate by 1.4 percentage points (ppts) to
11.7%. The unemployment rate however, rose 0.3 ppts to 7.4%, the highest since
1998, as more people re-entered the labor force, pushing the participation rate to a
three month high of 64.0%.

Figure 3. Australia's Labor Market Is Healing
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The worst is probably over for the labor market, as indicated by the weekly payrolls
and employment report compiled by the Australian Bureau of Statistics. The latest
report showed a slight contraction in jobs over the second half of June, with total jobs
falling -0.8% and total wages paid falling -0.3%, but a healthy rebound for sectors
most impacted by the initial contraction, including young workers and the hospitality &
recreation sectors. However, the rise in COVID cases in Melbourne and Mitchell Shire
is a serious challenge to the sustainability of these positive trends..

Confidence indicators continue to signal improving business conditions. The NAB
Business confidence jumped 22 points to +1 in June, the highest so far this year,
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while business conditions rose by 17 points to -7. Gains were broad-based:
profitability increased 11 points to -8, trading conditions up 12 points to -7, and
employment up 20 points to -11. Capacity utilization improved by 2.2ppt to 76.7%, still
below the GFC low of 79.1%, but the retail industry actually exceeded its long-run
capacity utilization average. Retail is actually a standout performer, showing the best
conditions outside of the mining industry. It is important to stress that these are still far
below pre-COVID levels, and will need ongoing supportive fiscal and monetary
policies before they return to normal.
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The Market This Week

After a precipitous surge over the prior two weeks, Chinese equities pulled back on
that advance despite GDP data that showed a 3.2% g/q rebound in Q2..

Figure 4: Chinese Equities Pull Back After Recent Surge
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Equities: Good macro data push global equities higher.
Bonds: Bond yields are little changed.
Currencies: The euro moves higher.

Commodities: Oil and gold advance.

7/17/206:12 PM

Stock Markets 10 Year Bond Yields Qurrencies

Gountry Exchange Last| Y0ChWeek| 9%6ChYTD Last| BPChWeek| BPChYTD Last| %eChWeek| %6ChYTD
us S8&P 500® 3224.73 1.2% -0.2% 0.63 -2 -129 9B6.013 -0.7% -04%
Canada TSE300 1612348 26% -5.5% 053 -2 -118 1.358 -0.1% 4.5%
UK SE® 6290.3 3.2%4 -16.679 0.16] 1 -665 1.2568 -04% -52%
Germmany DAX 1291961 23% -25% -045 2| -26

France CAC40 508942 20% -15.2% -0.14 Ol -26 1.1428] 1.1% 1.9%
ltaly FTSE®MB 20419.39 3.3% -13.1% 1.17] -6 -24

Japan Nikkei 225 22696.42 1.8% -4.1% 0.02 O 4 107.02] 0.1% -1.5%
Australia ASX200 6033.626 1.9% -9.7% 0.87] 1 -50 0.69% 0.7% -04%
Gommodity Markets

Commodity |Unit Source Last Price %6 Week %6h YTD %€hYr Ago

Al Brent) |US$/Barrel [Bloomberg 4312 0.4%] -35.1% -31.9%
Gold US$troyoz |Bloomberg 181042 0.7% 19.3% 26.%%

Source: Booberg®
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Country | Release (Date, format) Consensus | Actual | Last Comments

Monday, July 13

us Monthly Budget Statement (Jun, $ bil.) -863 -864.1 -8.5 100 times worse than a year ago!

JN Tertiary Industry Index (May, m/m) -3.8% -2.1% -71.7%(]) Likely the bottom.

Tuesday, July 14

us NFIB Small Business Optimism (Jun) 97.8 100.6 94.4 Encouraging, but let’'s see how it evolves.
us CPI (Jun, yly) 0.6% 0.6% 0.1% Core inflation unchanged at 1.2% yly.

UK Industrial Production (May, m/m) 6.5% 6.0% -20.2%(1) | Improvement from low levels.

EC Industrial Production (May, m/m) 15.0% 12.4% -18.2%(|) | Not a surprise given early country-level data.
GE ZEW Investor Expectations (Jul) 60 59.3 63.4 Current situation surprisingly worsened.
JN Industrial Production (May, final, m/m) -8.4%(p) -8.9% -9.8% Down 26.3% on a yearly basis.

AU NAB Business Confidence (Jun) na 1 -20 Encouraging; levels still weak though.
Wednesday, July 15

us Fed Beige Book Report Improvement from low levels, uncertain outlook.
us Industrial Production (Jun, m/m) 4.8% 5.4% 1.4% Manufacturing up 7.2%.

us Empire Manufacturing (Jul) 10 17.2 -0.2 Good details.

CA BoC Monetary Policy Decision 0.25% 0.25% 0.25% Introduces quantitative forward guidance.
CA Existing Home Sales (Jun, m/m) 65% 63.0% 56.9% July to be even stronger?

CA Manufacturing Sales (May, m/m) 9.8% 10.7% -28.5% Rebound in auto sales.

UK CPI (Jun, yly) 0.4% 0.6% 0.5% In line with experience elsewhere.

JN BoJ Monetary Policy Decision -0.10% -0.10% | -0.10% Marked downgrade in FY’20 GDP outlook.
Thursday, July 16

us Initial Jobless claims (Jul 11, thous) 1250 1300 1310(}) Still very high.

us Continuing Claims (Jul 4, thous) 17500 17338 17760(]) Still very high.

us Retail Sales Advance (Jun, m/m) 5.0% 7.5% 18.2%(1) Another positive surprise!

us Philadelphia Fed Business Outlook (Jul) 20 241 27.5 Good details.

us Business Inventories (May, m/m) -2.3% -2.3% -1.4%(]) Bad for current GDP, good for future.

us NAHB Housing Market Index (Jul) 61 72 58 Impressive rebound.

UK ILO Unemployment Rate (May) 4.2% 3.9% 3.9% Claimant count rate eased a tenth to 7.3%.
UK Average Weekly Earnings (May, 3m yly) -0.5% -0.3% 1.0% Driven by private sector.

EC ECB Monetary Policy Decision 0.00% 0.00% 0.00% Outright call for more fiscal stimulus!

AU Unemployment Rate (Jun) 7.2% 7.4% 7.1% Second wave threatens to derail recovery.
Friday, July 17

us Building Permits (Jun, thous) 1293 1241 1216(}) Only down 4.0% yly.

us Housing Starts (Jun, thous) 1190 1186 1011(1) Only down 2.5% yly.

us U of Mich Cons Sentiment (Jul, prelim) 79.0 73.2 78.1 Covid resurgence hurts.

IT Industrial Orders (May, m/m) na 42.2% -31.6%(1) | Bodes well for June industrial production.

Source: for data, Bloomberg®; for commentary, SSGA Economics.
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Country ‘ Release (Date, format) ‘ Consensus | Last ‘ Comments

Monday, July 20

CA Teranet/National Bank HPI (Jun, y/y) na 6.0%

JN Trade Balance Adjusted (Jun, ¥ bil.) na -601.0

Tuesday, January 21

CA Retail Sales (May, m/m) na -26.4% Prelim estimates suggest a rebound in May.
JN CPI (Jun, yly) 0.1% 0.1% Inflation to remain at current levels for some time.
AU RBA Meeting Minutes

Wednesday, January 22

us FHFA House Price Index (May, m/m) 0.4% 0.2%

us Existing Home Sales (Jun, m/m) 22.8% -9.7%

CA CPI (Jun, yly) na -0.4% Stabilizing energy prices should pull up inflation, but just.
JN Manufacturing PMI (Jul, prelim) na 40.1 Slight improvement expected.

JN Services PMI (Jul, prelim) na 45 Slight improvement expected.
Thursday, January 23

us Initial Jobless claims (Jul 18, thous) 1293 1300 Virus resurgence won'’t help here!

us Continuing claims (Jul 11, thous) 16900 17338

us Kansas City Fed Manf. Activity (Jul) 5.0 1.0

us Leading Index (Jun, m/m) 2.4% 2.8%

GE GfK Consumer Confidence (Aug) na -9.6

FR Business Confidence (Jul) na 78

AU NAB Business Confidence (Jun) na -20

Friday, January 24

us New Home Sales (Jun, thous) 700 676

UK GfK Consumer Confidence (Jul, prelim) na -27

UK Retail Sales (Jun, m/m) 9.0% 12.0% Recovery continues.

UK Manufacturing PMI (Jul, prelim) 52.0 50.1 Might be better as operations scale up.
UK Services PMI (Jul, prelim) 51.0 471

EC Manufacturing PMI (Jul, prelim) 50.0 47.4 Might be better as operations scale up.
EC Services PMI (Jul, prelim) 50.6 48.3

GE Manufacturing PMI (Jul, prelim) 48.0 45.2 Might be better as operations scale up.
GE Services PMI (Jul, prelim) 50.0 47.3

FR Manufacturing PMI (Jul, prelim) 53.0 52.3 Might be better as operations scale up.
IT Consumer Confidence (Jul) na 100.6

Source: for data, Bloomberg®; for commentary, SSGA Economics.
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Economic Indicators

Central Bank Policy Targets

Region Target Year/Year YoChange in Target
Feb| Mar| Apr May Jun
s Target: RCE price index 20%yly 1.8 13 06 05
Canada Target: AR 20%yly, 1.0%-3.0% contrd range 22 09| -02 -04
(U6 Target: AR 20%yly 17 15 038 05 06
BEurazone Target: (A below but close to 20%yly 12 0.7 03 01 03
Japen Target: AR 20%yly 04 04 01 01
Austrdia Target Range: (A 20%-3.0%Yly 22 22
Source: Vacrabond
Key Interest Rates
Aug-19| Sep-19] Cct-19] Nov-19| Dec-19| Jan-20| Feb-20|#HHH#H#H| #itH##H | May-20] Jun-20
US (top of target range) 225 200 1.75 1.75 1.75 1.75 175 025 025 025 025
Canada (Ovemight Rate) 1.75 1.75 1.75 1.75 1.75 1.75 175 025 025 025 025
WK (Bark Rate) 0.75 0.75 0.75 0.75 0.75 075 075 010| 010 0.10|] 010
BEurazone (Refi) 0.00 0.00 0.00 0.00 0.00 000| OO0 000| 000 000| 000
Japan (R -006| -008| -003| -003| -007| -004| -003( -007| -006| -007| -007
Austrdia (CR 1.00 1.00 0.76 0.75 0.75 075 075 043| 025 025 025
"Solroe: Mecrobornd
General Government Structural Balance as a %oof Potential GOP Forecast
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
s -82 -64 45 -38 -36 44 -48| -60 -6.3 -6.3
Canaca -3.1 -21 -1.1 01 0.8 0.7 00l -02 -0.5 -08
WK -59 -6.0 -4.0 -4.7| 4.1 29 20 -15 -1.3] -14
Burazone -39 21 -12 -09 -08 07| -07| -06 -0.7 -09
Gamany -14 0.0 0.6 1.2 1.2 13 1.1 14 09 1.0
France -50 4.4 -34 -3.3 -3.0 28 26| -25 24 25
taly 4.1 -1.5 -0.6 -1.1 -0.7] -14 -17] -18 -1.5 21
Japen -80 -7 -7.5 -55 4.3 4.1 34 -31 -29 21
Austrdia 4.3 -33 26 26 24 22 -15| -06 -04 -04
Source: Intermational Monetary Fund, V\brid Econorric Quilook
Headline Gonsumer and Producer Price Inflation
CH Year/Year Y%oChange PR Year/Year Y%oChange
Feb Mar Apr May/| Jun Feb| Mar| Apr May Jun
s 23 15 03 01 0.6 1.1 07| -12 -0.8 -08
Canada 22 09 -02 -04 -04| -30| -60 4.9
WK 17 15 08 05 0.6 05 03| -07 -1.2 -0.8
Brazone 12 07 03 01 03 -1.3| 28| 45 -50
Germrany 17 14 09 06 09 -01 -08| -19 22
France 14 07 03 04 02 -05| -19| -38 -35
ltaly 03 01 0.0 -02 -02 27| 37| -51 -53
Japen 04 04 01 01 07| 05| -24 -28 -1.6
Austrdia 22 22
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Real @CP G owth (QQ Seasonally Adjusted)

Quarter/Quarter %oChange Year/Year YoChange
Ql-19) Q@19 B19) Q419 Ql-20 Ql-19| Q219 QB3-19] Q419 Ql-20
s 08 05 05 05 -1.3 27 23 21 23 03
Canada 03 08 03 01 -21 15 20 1.6 1.5 -09
WK 07 -01 05 0.0 22 20 14 1.3 1.1 -1.7
Brazone 05 01 03 0.1 -36 1.5 12 13 1.0 -31
Gemany 05 -02 03 -01 22 1.0 03 07 04 23
France 05 03 02 -01 -53 17 18 1.6 09 -5.0
ltaly 02 01 0.0 -02 -53 03 04 05 0.1 -54
Japan 06 05 0.0 -1.9 -06 08 09 18 -0.7 -1.9
Austrdia 05 0.6 06 05 -03 17 1.6 18 22 14
Source: Vacrabond
Industrial Production Index (MM Seasonally Adjusted)
Month/Month %eChange Year/Year YoChange
Feb Mar Apr May/| Jun Feb Mar| Apr May/| Jun
(US] 01 44| -127 14 54 -02| 48| -163| -154| -108
Canada 03 -51 -135 12| -56]| -196
WK 03 43| -203 6.0 22| -74| -239( -201
Germany 03 89| -175 78 -1.8 -11.1] -=249| -194
France 10| -170| -206 196 -1.5| -178| -360| -234
ltaly -1.0| -284| -205 421 23| -24| 434 -23
Japan -03 3.7 98 -89 37 68| -159 -245
Source: Macrobond
Uhemployment Rate (Seasonally Adjusted)
Aug-19 Sep-19 COct-19 Nov-19 Dec-19 Jan-20 Feb-20 ##HHH#H #iHH May-20 Jun-20
s 37 35 36 35 35 36 35 44| 147 133 1141
Canada 57 55 56 59 56 55 56 78| 130 137 123
WK 38 38 38 38 39 40 39 39 39
Brazone 7.5 75 74 74 7.3 74 72 71 7.3 74
Gemany 50 50 50 50 50 50 50 50 58 6.3 64
France 85 84 83 82 82 80 76 76 87 81
ltaly 96 97 95 94 94 94 9.0 82 6.6 7.8
Japan 23 24 24 22 22 24 24 25 26 29
Austrdia 52 52 53 51 51 53 51 52 64 71 74
Source: Macrabond
Qurrent Account Balance as a %oof 0P (Seasonally Adjusted)
Ql-17] @17 B17] X117 Ql-18] @-18( B-18] (4138 QI-19] @-19] (B-19
s 22 25 -20 23 23 21 24| -28| -26 24
Canada 22 27 -34 -3.0 -28 -26 -1.8| 28| -30 -12 17
WK -32 4.0 -34 -33 -34 44 43| -51| 60 -4.6
Brazone 31 19 39 36 35 36 26 28 31 24
Gemany 83 7.0 86 86 85 76 6.5 74 7.8 76 81
France -1.3 -0.7 -0.7 -03 -03 -14 -05| -05| -08 -08 -1.0
Japan 43 37 46 42 36 40 34 31 34 35 35
Austrdia -1.5 25 -28 -35 22 27 22| -14| -02 1.2

Source: Macrabond
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About State Street
Global Advisors

For four decades, State Street Global Advisors has served the world’s governments,
institutions and financial advisors. With a rigorous, risk-aware approach built on
research, analysis and market-tested experience, we build from a breadth of active
and index strategies to create cost-effective solutions. As stewards, we help portfolio
companies see that what is fair for people and sustainable for the planet can deliver
long-term performance. And, as pioneers in index, ETF, and ESG investing, we are
always inventing new ways to invest. As a result, we have become the world’s third

largest asset manager with nearly US $3.12 trillion* under our care.

*AUM reflects approximately $43.72 billion USD (as of December 31, 2019), with
respect to which State Street Global Advisors Funds Distributors, LLC (SSGA FD)
serves as marketing agent; SSGA FD and State Street Global Advisors are affiliated.

ssga.com

Important Risk Discussion

Investing involves risk including the
risk of loss of principal.

The whole or any part of this work
may not be reproduced, copied, or
transmitted or any of its contents.

This material is for informational
purposes only, not to be construed
as investment advice, or a
recommendation or offer to buy or
sell any security and should not be
construed as such. The views
expressed in this material are the
views of the SSGA Economics
Team, through the period ending

July 17 2020, and are subject to
change without notice based on
market and other conditions. All
material has been obtained from
sources believed to be reliable, but
its accuracy is not guaranteed. This
document contains certain
statements that may be deemed
forward-looking statements. Please
note that any such statements are
not guarantees of any future
performance and actual results or
developments may differ materially
from those projected. Past
performance is not a guarantee of
future results. SSGA may have or
may seek investment management
or other business relationships with
companies discussed in this

material or affiliates of those
companies, such as their officers,
directors and pension plans.

Intellectual Property Information

BLOOMBERG®, a trademark and
service mark of Bloomberg Finance
L.P. and its affiliates, and
BARCLAYS®, a trademark and
service mark of Barclays Bank Plc.

Standard & Poor’s S&P 500 Index®
is a registered trademark of
Standard & Poor’s Financial
Services LLC. FTSE 100%is a
trademark jointly owned by the
London Stock Exchange Plc and
The Financial Times Limited, and is
used by FTSE International Limited

under license. “All-World”, “All-
Share” and “All-Small” are
trademarks of FTSE International
Limited.
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