
Heartwood – Daily Market Update 07.05.2020 

 

What’s happening?  

 In many respects, yesterday was a bit of a ‘nothing day’ in market terms. European 
and US equity markets were down modestly, UK equity markets effectively flat, and 
all of the above very choppy indeed. Oil prices were notably weaker again, but bond 
yields notably higher. Make of that what you will.  
  

 The latest statistics on the virus suggest a continuing gradual flattening of the curve. 
New global cases increased by 2.6% per day (to 3.8 million), while fatalities also rose 
2.6% (to 265,000). At a time when most countries are talking about relieving the 
severity of population movement restrictions, we heard that Spain was instead 
extending the state of emergency. By contrast, our beloved Boris is speaking on 
Sunday, when he will likely announce a modest relaxation of measures (effective 
Monday).  
  

 Earlier this morning (unusually not at midday) the Bank of England (BoE) announced 
no changes to the monetary policy backdrop. Interest rates will be held at 0.1% 
(unanimously) and QE at £645bn (although 2 of the 7 members of the policy 
committee wanted to increase QE purchases of UK government bonds and corporate 
bonds). Interestingly, the BoE thinks UK demand is stabilising but expects inflation to 
fall below 1% in the coming months, chiefly due to lower oil prices. Governor Bailey 
will hold a press briefing at 10am.  
  

 Brexit developments are creeping back onto the front page. Any extension to a UK-
EU transition needs to be agreed before 1 July. Currently, the UK doesn’t appear 
minded to extend. The pandemic may mean both sides are more likely to agree a 
simple, quick compromise deal, but right now that’s not evident. Watch sterling to see 
how things are going.  
  

 US-China relations are teetering again, with the US considering curbing supply 
chains, to the detriment of China. Clearly the White House is trying to the rally the 
Republican base ahead of November’s election. Markets won’t take too kindly to this 
if it escalates, but we also know that Trump uses the S&P 500 as a barometer of 
success. Expect ebbing and flowing in terms of US protectionist rhetoric.  
  

 Today, watch out for US jobless claims. A number below 3 million would be a positive 
surprise – never thought I’d be writing that sentence in 2020!  
  

 Tomorrow, watch out for monthly payrolls, a stalwart in Wall Street’s macroeconomic 
calendar. The consensus is for a decline in non-farm payrolls of 21 million.  

 


