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May you live in unprecedented times                      see charts next page

• In the past month, the scale of the damage from the COVID-19 crisis has risen sharply,
as has the macroeconomic response. I have revised down my 2020 global growth
forecast from +2.5% to -2.5% (Chart 1). This reflects an unprecedented hiatus in
economic activity in March-April-May followed by a normalization into H2. I had
previously projected a global recession for 2021, but now expect a rebound.

• The projected global GDP decline in 2020 could come close to matching that of 1931.

• There are sizeable error bands around these views (apologies). In the near-term, the
extent to which Q2 GDP collapses is hard to judge. Survey and early labor market data
point to a six-sigma fall into early April (Chart 2).

• The cyclical nature of the decline is so odd because it is concentrated in the
employment-intensive service sector. So far, the global manufacturing sector has
been damaged but less affected. Early trade indicators suggest the same.

• Recovery will be most directly affected by the speed at which current distancing
measures work. A turn in Europe and the US will take longer than in Asia (Chart 3).

• The extent of the subsequent rebound will depend on policy stimulus (substantial;
Chart 4); longer-term damage (corporate difficulty); and extent to which geopolitical
stability is (further) undermined (high, heading into the US election in Nov and the
German elections in 2021H2).
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Chart 2
Weekly US first-time jobless claims
million, sa, bars denote previous recessions
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Chart 3
COVID-19: number of reported cases
'000, daily data
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Chart 1
Global per capita GDP growth
% y/y; data from Maddison Project
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Discretionary fiscal easing as crisis response by country
% of GDP, includes estimated impact of wage support schemes
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What that means for the investment outlook        see charts next page

• Last month I wrote: “I remain of the view that we are due a major correction in the prices of risky corporate
securities over next 18 months. COVID-19 might just be a fire drill.” Correction: it was the real McCoy.

• The global corporate earnings outlook has deteriorated sharply because of the
mark-down in growth. The rapidity and magnitude of the collapse makes it hard for
the market to process the extent of the earnings collapse underway. The 2020 GDP
growth collapse mirrors that of 2009. In 2008-09, the market took two legs down;
the first when the crisis was unfolding and then, later, as the clarity of the macro
damage became evident (Chart 5). I’d look for the same this time around.

• The risk outlook is supported by wide-ranging set of fiscal, monetary and guarantee
policies committed to limiting the damage from the virus (see pages 16-19). These
should help narrow spreads, but raise serious moral hazard and political (bailout)
concerns (Chart 6).

• Massive government bond issuance and central bank balance sheet expansion raise
longer-term inflation risks. Headline inflation will fall (oil), but core to remain sticky.

• The weakness of commodity prices, FX and credit raises concerns about whether an EM
crisis is looming. So far, major EM central banks have not needed to hike rates (Chart 7).

• USD has surged as global economic weakness has mounted (Chart 8). Near-term
strength could become longer-term weakness if, as I think, the role of the US (and
USD) in the global system is weakened by this crisis.
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US equity market: 2 deep recession episodes
Aug 2006 and Jan 2018 = 100
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Chart 6
Bloomberg-Barclays option adjusted US corporate spreads
% over risk-free rate, both scales
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Some reflections on medium-term damage and reactions
• The most optimistic outcome is that (following a short, sharp v-shaped recession) there will be a

learning process and a renewed respect for expert analysis and the role of science in decision-
making. Ill-informed talk of serious issues being a “hoax” might end up being banished by the
embarrassment (and great social cost) of being so wrong. There could also be a greater
acknowledgement of powerful externalities (i.e. global public health). This could promote greater
global coordination in other key issues including climate change.

• Economic behavior will become far more conservative. Global travel will be much reduced for an
uncertain period. The revealed lack of resilience in DM economic systems will lead to greater buffers:
more inventory, more cash balances, less leverage (more equity/less debt).

• For the second time in just over a decade, there will be a huge shift in risk from private sector to
public sector balance sheets. Unlike wartime debt surges, these increases in public debt are apt to
persist, raising questions about their sustainability (sovereign debt and inflation concerns).

• The medium-term outlook for the DM pension sector looks very difficult.

• The virus could instead spur increased nationalism and populism (the “Chinese virus”). Tight border
controls might become more permanent. Government control and direction of the economic system
might be extended; central bank autonomy lost; and directed credit the new norm.

• Possible make or break for EMU. The inability of European policy makers to pool risk could underline
the infeasibility of EMU. Fragmentation from Eastern Europe (e.g. Hungary) likely to continue.

• China will be held account for being at the center of the virus. Anti-China sentiment to spread,
especially in the United States (under either Party). On the other hand, the relative performance of
China versus US could further narrow the power gap, raising tensions about imperial transition.



EXPLAINING THE ORDINARY BUSINESS OF LIFE

THE SUTTLE REMINDER: APRIL 2020 7

The COVID-19 diffusion process
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Chart 9
East Asia: COVID-19 cases
'000, outstanding, both scales
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Chart 10
COVID-19: number of outstanding cases
'000, both scales
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Major DM economies: COVID-19 confirmed cases
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Major EM economies: COVID-19 confirmed cases
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What to look for in the COVID-19 diffusion process
The medical spread

• The focus should be on when the more restrictive measures put in place in DM economies over recent 
weeks begin to show results in the form of lower infection and death rates.

• The US has been slowest to implement nationwide restrictions, raising the possibility that control
gained in the early urban hotspots will be offset by a broader spread in the interior of the country.

• At some point later in 2020, treatments and (eventually) a vaccine will produce major upside;
meanwhile, there is a concern about a second wave of infections as activity restrictions are lifted.

The policy response
• The considerable policy response of the past month is likely to give way to a phase where the results will

be judged.

• The major “to-do” list includes EMU-wide coordination (beyond ECB buying) and more detail on the
Fed’s ”Main Street” lending program.

The data response
• The Q1 GDP reporting season begins in earnest over the next few weeks (China 17th; US 29th; Euro area

30th). China’s will look the worst. My forecast is for GDP to be down 4¼%oya (the Bloomberg survey is for
down 5.1%oya). The Q1 earnings season will also be key—especially Q2 guidance. The current top-down
consensus has been cut but remains too high (will there be any earnings?).

• Labor market data will be critical. Global unemployment rates are likely to spike, which could raise the
second round of market concerns about the recession.
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Where were we on the eve of the virus crisis? 
19Q4 global growth (1.6%q/q, saar) was weakest since 2009. The near-term cycle was moving
back up in early 2020, helped by optimism over a US-China trade settlement and drawdowns
in inventory. Early Q1 indicators from most economies were solid through the middle of February
(these data are still being reported). The slump in Chinese IP in February was a conspicuous
exception (Chart 14). There were important fragilities that left the economy vulnerable to the
virus. First, the protectionism of the Trump Administration had left world trade (and investment)
weak (Chart 15). Second, the financial policy push for growth in the face of anemic supply-side
performance had promoted outsized corporate leverage, which is now a problem (see page 5).
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Early damage evident in PMIs
Business surveys always provide the first global picture of damage and the March purchasing
managers’ indices (PMIs) were no exception (February for China). Manufacturing PMIs were weak,
but not off the charts so (Chart 16). DM Europe’s measures had rebounded the most through
February and were thus vulnerable to weakness in March. By contrast, service-sector PMIs were
the weakest on record, with Italy’s falling to 17.4 (Chart 17). The collapse in activity in the travel
and leisure sectors has dominated this service-sector decline. China’s rebound in March suggests
that measures in other countries should show improvement once restrictions are limited,
although the likely persistence of changed behavior could dampen the cyclical rebound.
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State of the short-run business cycle: pre-crisis

This is the 3rd month where the
latest quarter in our cyclical
diagram is 19Q4 so there are
inevitably relatively few changes
(Chart 18). The moves by the UK
and Switzerland reflect slight
revisions.

This picture will deteriorate next
month. Unless something
dramatic happens, there will be
a continued mass migration
south-east. In 4 months’ time
(when we first compare 20H1
with 19H2) it is highly likely that
all jurisdictions will be in the
south-east quadrant.

See next page for these data on
a time-series basis over the
period since January 2018.

Chart 18
Phases of the growth cycle: April 2020**
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Below-trend

* Uses forecast for 2019Q4
** Defined relative to GDP cycle: 
accelerating means 19Q3-19Q4>19Q1-19Q2; above-trend is 19Q3-19Q4>average of previous 5yrs

arrows denote changes since March
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State of the short-run business cycle: last 2 years
The global picture of steady moderation (north-west to south-east) eased slightly this month
(Chart 19). This dynamic is heavily shaped by that of DM economies, where above trend-growth
in 2018 has shifted to a point (19Q4) where all DM countries in my sample except Norway were
now growing below their 5yr average (Chart 20). For EM economies, the most notable feature
remains the persistence of below trend growth. The bloc also remains in overall decelerating
mode (Chart 21). The charts are derived by weighting together countries using 2015-19 average
GDP weights. The DM weight is about 64%; the EM weight about 36%.
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Chart 21
State of short-run business cycle: EM
Jan 18 (green) through Apr 20 (red)
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Chart 19
State of short-run global business cycle
Jan 18 (green) through Apr 20 (red)
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Forecasting activity when the world shuts down
The simultaneity of the COVID-19 crisis make it more challenging than usual to project the GDP
outlook. One approach is to focus on output and assess how much is being lost/gained on a
monthly basis. In China, output was lost in January H2 and February and surveys point to
some recovery in March (Chart 22). This means that Q1 will be very weak and Q2 will show a
rebound. In the rest of the world, the damage came later; looks to have been more severe
(although China is apt to suffer a double dip) and could be more protracted. In the United
States, I project the implied level of April real GDP to be about 14% below the start of the year
(Chart 23). This is driven by an assessment that services GDP will be 17% below the start of the year.
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US real GDP: projected paths by sector
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China real GDP: projected paths by sector
output-based real indices, Dec 2019 = 100
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Assessing the magnitude of the rebound: 20H2 and 2021
There are good reasons to expect global growth to rebound strongly in Q3 (activity
normalization and policy stimulus). My current forecast is for a rebound of about 20%q/q, saar,
after a 19%q/q, saar decline in Q2 (the extreme nature of these swings makes these outcomes
subject to large error bands). Rebound prospects in H2 will be driven by the extent to which
temporary unemployment becomes permanent; and the extent to which heavily-leveraged
firms find themselves unable to sustain borrowing levels in H2. This will be a problem across
both DM and EM economies. Averaging the slump in 2020 and projected rebound in 2021 would
leave growth rates well below the 2017-19 average in all cases (Chart 24).
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2020 GDP growth forecast revisions
Not surprisingly, the forecast revisions made this month were the largest and most uniform
that I can remember making. EVER. It took some months after the collapse of Lehman in
September 2008 for us to process the magnitude of the decline underway. This time the damage
is more obvious by looking out of the window. Over coming months, I would expect to refine these
projections as we gain a better understanding of the damage. In DM economies, the damage is
likely to be widespread, although least in Japan, in part because 2019 was so bad there (Chart
25). Canada (and the US) will be hurt by a slump in oil production (Chart 26). Chinese growth will
slow to 2%Q4/Q4—a rate that would have been inconceivable 6 months ago (Chart 27).
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2020 GDP forecasts: Major DM
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2020 GDP forecasts: EM economies
Q4/Q4

-2.5

-1.5

-0.5

0.5

1.5

2.5

3.5

Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20

Canada Australia

NZ Sweden

Chart 26
2020 GDP forecasts: Smaller DM
Q4/Q4



EXPLAINING THE ORDINARY BUSINESS OF LIFE

THE SUTTLE REMINDER: APRIL 2020 16

Policy support programs: what they can and can’t do
Significant and timely monetary and fiscal easing can help limit the downside and promote a Q3
recovery but cannot stop a slump in Q2 output. The programs can help fill the gap left by an
income loss, thus cushioning second round effects (including employment losses). The amount of
outright global fiscal stimulus has risen in recent weeks. It started close to flat and is now up
to about 3%-point of GDP (in 2009, it was about 1¾%-points; Chart 28). English-speaking
economies have done more ”on balance sheet” (Including wage support schemes; Chart 29). Euro
area economies have put more emphasis on credit guarantees (Chart 30). Many governments
have deferred tax payments which will imply an extra surge in near-term borrowing.
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Policy support in Asia
Fiscal easing 

% GDP
Monetary 
easing, bp Central bank credit support Gvt credit and labor market 

support Regulatory easing

Asia 1.7

China 0.8 -10 Credit guided to affected sectors and regions; 
RRR cut selectively

Hong Kong 3.5 -54
HKMA lowered counter-
cyclical capital buffer (2% to 
1%)

Singapore 7.0
SGD NEER 
deval. of 3% 
sanctioned

MAS eased guidance on 
bank capital

Taiwan 0.3 -25

Indonesia 0.2 -50

Thailand 1.1 -50

Japan 2.5 0
Stepped up ETF purchases (¥6 to ¥2 tn) and 
corporate debt purchases (¥5.4 to ¥7.4 tn); 
corporate lending program

Significant guarantees

Korea 0.6 -50
BoK to buy KRW1.5 tn (0.1% of GDP of Gvt bonds; 
BoK announced (3/26) that it will provide “ 
unlimited liquidity” during Q2

Gvt to launch KRW20 tn bond 
market stabilization scheme, and 
KRW7.8 tn for corporate guarantees

India 0.8 -75
RBI to inject about INR 3.74tn into banking 
system through a variety of liquidity measures

Australia 9.7 -50

RBA to adopt QE and YCC to peg 3yr rate around 
25bp; RBA launches a term lending facility for 
banks (on lending) of at least A$90 bn (4.5% of 
GDP); banks will earn 10bp on excess reserves 
(previously zero)

Gvt to launch A$40 bn loan 
guarantee program; Gvt announced 
A$130 bn wage guarantee scheme 
(6.5% of GDP) to run for up to 6 
months. 

APRA eases bank capital 
expectations

New Zealand 3.9 -75 RBNZ announces NZ$30 bn (Gvt debt); initially 
$750m per month

Bank capital requirements 
hike delayed until Jul 2021
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Policy support in Europe
Fiscal easing 

% GDP
Monetary 
easing, bp Central bank credit support Gvt credit and labor market support Regulatory easing

Euro area 2.7 0

QE of €870 bil in 2020; easing in conditions and 
eligibility in latest €750 bil (PEPP); bias towards 
corporate bonds; additional LTROs; lower rates to 
be charged on next TLTROs (June 2020)

ECB to encourage more supportive 
supervisory regime

Germany 4.5
Federal budget permits guarantees of up to 
€550 bil of KfW and ERP loans; recent 
discussion of “unlimited” guarantees for SMEs

France 1.8 Gvt planning €300 bil of loan guarantees

Italy 1.4 Gvt planning €750 bil of loan guarantees

Spain 1.4 Gvt planning €100 bil of loan guarantees

Austria 6.3

Finland 0.7 1%-point easing in bank capital 
requirements

Netherlands 1.5 Easing in bank capital requirements

UK 4.7 -65
BoE launched low-cost medium-term lending 
program; BoE enlarged QE from £445 bil to £665 
bil (30% of GDP)

BoE and HMT launch CCFF to buy CP of up to 
1yr; new wage support program (80% of wages 
for up to 3m; my est. cost is 3.4% of GDP

1%-point reduction in banks counter-
cyclical buffer (1% rise due in Dec 
scrapped); PRC to ease supervision

Switzerland 3.0 0 SNB to activate COVID-19 refinancing facility SF40 bil package of loan guarantees (about 
5.8% of GDP)

SNB cut the counter-cyclical capital 
buffer to 0%

Sweden 3.0 * 0

Riksbank willing to lend up to SEK500 bil to 
enterprises via banks; Riksbank to conduct up to 
SEK300 bil of new QE; Riksbank launched new 
USD funding program ($60 bil)

* Gvt to provide up to SEK300 bil in tax relief 
(assumed ½ in 2020); an extra SEK100 bil of 
spending likely in Apr 15th amending budget

Denmark 13.1 +15 Massive support program to provide 
employment protection and corporate reform

Norway 2.4 -125 Increased Norges Bank lending to banks to 
increase market liquidity

NOK100 bil: NOK50 bil gvt loan guarantees to 
SMEs; NOK50 bil direct purchases of corporate 
bonds

Banks’ counter-cyclical capital buffer cut 
from 2.5% to 1%
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Policy support in the Americas

Fiscal easing 
%GDP

Monetary 
easing, bp Central bank credit support Gvt credit and labor market 

support Regulatory easing

The Americas 4.7

United States 4.5 -150

FOMC moves to unlimited QE; 
will buy CMBS as well as MBS 
and UST; creates new 
corporate debt primary and 
secondary lending facilities; CP 
and primary dealer lending 
facilities; expands USD swap 
lines with major central banks 
and creates new repo facility 
with others

SBA credit increased. CARES 
Act (fiscal stimulus) includes 
small-lending program ($350 
billion) which turns into grants 
if employment protected for 
2m; and $500 bil lending 
program for larger companies 
in troubled sectors

Fed to encourage banks to use 
liquidity and capital buffers; 
encourage use of the discount 
window; Fed eases TLAC 
restrictions on banks

Canada 6.5 -150

BoC created BA acceptance 
facility; launched standing 
term-liquidity facility; BoC 
began QE for first-time (Gvt 
debt); will start CP program

Gvt establishing Business 
Credit Availability Program: 
BDC and ECC; $65 billion of tax 
deferrals provided to 
households and businesses; 
Gvt established wage subsidy 
scheme of 75% (est cost C$71 
bil)

OSFI cut banks domestic 
stability capital buffer from 
2.25% to 1%

Global GDP-
weighted average 3.1
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Near-term inflation dominated by events in the oil market
The slump in the oil price seems likely to persist, since near-term reductions in oil supply (possibly
10mbd) may fall short of the Q2 collapse in global demand (15-20mbd), leading to a further rapid
gain in inventories. A durable rebalancing of the market will require both a rebound in demand
(Q3 and beyond) and involuntary output declines (mainly by higher cost marginal producers in
DM economies). Low oil prices are likely to push DM headline inflation back towards zero in
coming months (Chart 31). Early March readings on core inflation were weak in Japan (Tokyo area)
and the Euro area (Chart 32). There is upside risk to DM food inflation in coming months.
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Central bank balance sheets begin to expand rapidly
All major DM central banks have committed to a mix of more liquidity support and asset
purchases. The monetary innovations this time are to use the central bank balance sheet to
support lending to the private sector, not so much to compress term premia, which are already
very low. Rapid Fed asset accumulation includes significant new USD swap lines with other
central banks (Chart 33). Some smaller central banks (Australia, Canada and New Zealand) have
embarked on their first QE programs, while Sweden has restarted purchases. Australia has not set
an explicit quantity target. Like Japan, it is targeting yields (at 3yrs). The RBA nonetheless
doubled its holdings of domestic assets in the first month of the program (Chart 34).
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The United States: identifying the problem sectors
The slump in March activity was the sharpest in modern history. The 10 million rise in first-time
jobless claims in the second-half of the month was the most graphic aspect of an unusual labor
market shake-out that was only partly picked up by the monthly employment report. The service
sector accounts for about 86% of employment (Chart 35). The unemployment rate is likely to rise
to the 10%-15% range in coming months, although many workers are likely to be hired back to
their former employment in H2. The oil sector is also likely to be very weak. Manufacturing output
will be more mixed, while construction should be strong. The Federal budget deficit is likely to
rise to about 15% of GDP in 2020 (Chart 36).
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The Euro area: regional rifts exposed once again   
I expect Euro area output to contract by about 10%q/q, sa, in Q2, before recovering by 6%q/q, sa, in
Q3 (these rates are not annualized). The rise in regional unemployment is likely to be
substantial, but less than in the US thanks to employment support programs. Although all
countries are weak, Italy and Spain are likely to underperform the average (Chart 37). Another
round of economic problems is, once again, underlining the policy tensions in an incomplete
monetary union. Fiscal support is national and the national banking systems will need to support
their local economies (Chart 38; contrast with the United States). The ECB balance sheet is once
again being relied on to paper over many of the cracks.
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Japan: four reasons for relative optimism
Japan has suffered more cyclical volatility than most DM economies in recent decades and will
inevitably be caught up in this global recession. There are four reasons for relative optimism in
2020, however. First, Japan had a bad 2019, and thus had a better entry point into 2020 than other
G7 economies (Chart 39). Second, the virus has been relatively well controlled within Japan to
date. Third, Japan’s problems come when global manufacturing sinks. Its exposure to global
services is not as great as for many other large economies. Finally, financial conditions have
not tightened appreciably; importantly JPY has not spiked. Business confidence is falling but
not as in 2009 (Chart 40).
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The United Kingdom: under erratic management
The UK’s response to the COVID-19 crisis has veered from an acceptance of widespread infection
to a sudden recognition that such a development could overwhelm the National Health Service
(Chart 41; already stressed by the loss of personnel thanks to Brexit). The economy is certain to be
very weak in coming months as stringent quarantining measures bite. The sudden panic over
the virus has been reflected in a significant weakening in GBP (which had staged a rebound after
Brexit-related weakness in 2019; Chart 42). Both monetary and fiscal policies have been eased
significantly. The UK government embarked on conventional fiscal easing before the crisis
intensified; it has since introduced credit and employment guarantees.
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Smaller DM countries: rapid deterioration in March
Smaller DM economies have suffered a rapid deterioration in economic conditions in March.
The most graphic change has come in Norway, which has suffered from the triple whammy of
domestic dislocation, the collapse in the oil price and sizeable losses at the sovereign wealth fund.
Jobless claims have spiked at an unprecedented pace (Chart 43). Canada has also been heavily
affected by the collapse in oil. Denmark has led the way on the provision of employment
guarantees. Australia had been reluctant to ease policy but moved dramatically in March,
including the provision of large-scale employment guarantees. NZ’s March business confidence
dived to match its lowest on record (Chart 44).
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China: assessing the Q1 shock and muted policy response
China’s Q1 GDP report (due on 17th) is likely to be unusually weak. Given the slump in IP already
reported, I expect goods output to be down about 9%q/q, sa, in Q1 (Chart 45). Services output
should be down by more. There are many components of Chinese GDP growth (including
infrastructure development) that may hold up. Old habits of meeting targets also die hard. Overall,
however, I estimate that Q1 GDP will be reported down 8¾%q/q, sa (down 4¼%oya). I also
expect normalization from March onwards to lead to gains in Q2-Q4 sufficient to leave output up
about 2%oya in Q4. China’s policy response remains limited relative to other economies.
Smaller, rural banks are being encouraged to lend via cuts in reserve requirements (Chart 46).
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Emerging Asia, ex-China: mixed performance
Emerging Asian economies have had differential performances in recent weeks. Outside China,
Korea was most severely affected, but has done a good job of bringing infection down and
keeping the (goods-sector) economy operating without severe dislocation (see Chart 9, page 7).
Taiwan has been least affected; Singapore’s relatively large service economy has been
dislocated but has been given significant policy support. Manufacturing PMIs suggest that
the lower-income countries have been most affected; these countries were most vulnerable
to the FX/capital flow squeeze (Chart 47). The virus gave Hong Kong retail sales a powerful
second leg down (Chart 48). As with Singapore, high government net assets are a useful buffer.
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Latin America: a different crisis
Latin America is no stranger to crises. Indeed, coming into the COVID-19 episode, the region had
suffered rolling problems throughout recent years (Chart 49). Argentina’s 2018-19 external
financing crisis has become the latest formal default. The COVID-19 crisis has stymied the effort
for an orderly reprofiling, at least for now. Chile has recovered from its social disruptions through
February, although new, harsh measures will presumably unwind this bounce in coming months.
Mexico has been slowly contracting for a year, and this decline will now intensify. Asset prices have
been weak (Chart 50). Local government debt markets have been resilient, suggesting that (so
far) the crisis is one of an economic shock, rather than one of external solvency.
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EMEA: oil games for Saudi Arabia and Russia
Central Europe will be an inevitably casualty of the Euro area’s problems. Hungary’s March
manufacturing PMI was the weakest in my global sample (Chart 51). South Africa’s stagnation
through the past year leaves it poorly-placed to handle a new shock. Turkey’s external adjustment
leaves it better placed. For Russia and Saudi Arabia, the slump in oil demand led to an
interesting joint response: increased output. In March, their combined output was up 1¼% on
February. Efforts to agree a production cut collapsed, leading to a plunge in prices. For both
countries, there are serious hits to the budget, although both have asset cushions (Chart 52). The
plan seems to be to push higher cost producers (especially in North America) out of business.

30

26

30

34

38

42

46

50

54

58

62

2016 2017 2018 2019 2020

Czech Rep
Hungary
Russia
Poland

Chart 51
CEE Manufacturing PMIs
50 = stable activity

-25

-20

-15

-10

-5

0

5

10

15

20

25

30

92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

Chart 52
Saudi Arabia: budget balance
% of GDP; dotted line is projection based on $25pb oil 



EXPLAINING THE ORDINARY BUSINESS OF LIFE

THE SUTTLE REMINDER: APRIL 2020 31

Real growth outlook March actuals/forecasts in parentheses; underline denote forecasts

18Q4/Q4 19Q2 19Q3 19Q4 19Q4/Q4 20Q1 20Q4/Q4 21Q4/Q4

United States 2.5 2.0 2.1 2.1 2.3 -7.1 (1.2) -2.5 (1.3) 2.8 (-0.5)

Euro area 1.2 0.6 1.2 (1.1) 0.5 (0.4) 1.0 -5.9 (0.5) -2.5 (0.9) 2.9 (0.5)

Japan -0.2 2.3 (1.9) 0.1 (0.5) -7.1 (-6.3) -0.6 (-0.3) 0.8 (4.1) -0.3 (1.1) 1.2 (0.3)

United Kingdom 1.4 -0.6 (-0.4) 2.1 (2.0) 0.1 1.1 (1.0) -3.9 (1.6) -0.8 (1.3) 3.7 (1.5)

Canada 1.8 3.4 1.1 0.3 1.5 -3.9 (1.2) -2.5 (1.4) 3.3 (1.0)

Australia 2.2 2.4 2.2 2.1 2.2 -3.9 (0.8) -2.1 (1.3) 3.2 (1.0)

New Zealand 3.3 0.1 (0.4) 3.2 (2.9) 2.1 (2.2) 1.8 (1.7) 0.0 (0.8) -0.8 (1.4) 3.2 (1.6)

Sweden 2.1 0.9 1.5 (1.1) 0.6 (0.8) 0.8 0.0 (0.8) -1.3 (0.7) 2.2 (1.0)

China 6.5 6.6 5.7 6.1 6.0 -30.7 (-3.2) 2.1 (4.5) 8.1 (4.8)

India 5.7 (6.4) 4.8 4.6 4.5 4.8 0.0 (4.1) -1.6 (4.5) 3.2 (4.3)

Korea 3.0 4.2 1.7 5.1 (4.7) 2.4 0.0 (2.4) 0.0 (1.4) 2.6 (1.6)

Brazil 1.3 2.1 (1.9) 2.5 2.0 1.7 (1.6) 0.0 (1.2) 0.2 (1.9) 2.8 (2.8)

Mexico 1.5 -0.4 -0.3 -0.5 -0.4 -3.9 (0.4) -1.1 (0.9) 2.4 (1.3)

Russia 2.5 (2.8) 2.6 (2.8) 1.9 (3.4) 2.2 (1.5) 1.6 (1.7) -2.0 (0.4) -2.2 (1.1) 1.3 (2.0)
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Inflation outlook March forecasts in parentheses; view changes in bold

18Q4/Q4 19Q4/Q4 20Q4/Q4 21Q4/Q4 Comments

United States (core PCE 
deflator) 1.9 1.6 2.0 2.3

Core PCE inflation rose to 1.8%oya in Feb; lower energy 
prices and stronger USD will tame inflation, but supply 
reductions will work in the other direction

Euro area (core HICP) 1.0 1.2 1.3 1.5 Core CPI has been oscillating in 1%-1.25% range

Japan (CPI ex fresh food 
and energy) 0.5 0.8 0.5 0.7 Very little impact of the Oct sales tax hike so far; 2019 

actual includes tax effect

United Kingdom (core CPI) 1.9 1.6 1.8 2.0 GBP weakness adds new risk; wages moderating

Canada (BoC average core) 1.9 2.1 2.0 2.0 Target is 2%, +/- 1% (headline)

Australia (Trimmed mean) 1.8 1.6 2.0 2.5 Target is 2%-3%

New Zealand (CPI) 1.9 1.9 2.5 2.3 Target is 2%, +/- 1% (headline)

Sweden (CPIF) 2.2 1.6 1.7 2.0 CPIF ex-energy was 1.6%oya in Feb

China 2.2 4.3 1.3 2.5 Spike from food prices not expected to last; virus adds 
new risks to food supply and prices

India (CPI) 2.6 5.8 4.0 4.5 Food price inflation is the wild card (CPI up 10.8%oya in 
Feb)

Brazil (IPCA) 4.1 3.4 4.5 4.5 Food price surge through Q4 has faded; target 4.5%, +/-
1.5%, FX weakness should push core up through 2020

Mexico (core CPI) 3.7 3.6 4.0 4.0 Inflation has moderated; MXN weakness a factor in 20H2

Russia (CPI) 3.9 3.4 2.5 3.5 RUB weakness a new factor


