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May 2020: COVID Lockdowns Easing
Nearly all 50 states partially reopened from COVID lockdown by the end of the month. While 
consumer demand picked up somewhat, states found offices, bars, and restaurants continued to 
operate well below new capacity guidelines. People remain cautious about returning to normal. 
The US, Europe, and Australia called for an independent international investigation into the 
origins of the virus. Federal Reserve speakers signaled the Fed has more tools in its policy toolkit, 
including yield curve control, to complement other policies. 

US-China tensions escalated. China passed the Hong Kong security law and the US removed 
Hong Kong’s special trade status. China instructed state-owned enterprises to stop buying US 
agriculture. President Trump threatened to scrap the China phase one deal if China fails to meet 
import targets, though Secretary Mnuchin and Vice Premier Liu He said both sides are committed 
to the deal. Still, neither side is backing down from threats. The US may delist Chinese firms from 
US markets citing disclosure failures, after intensifying Huawei sanctions. The S&P rose 175 points 
to close above 3000, while 10-Year Treasury yields continued to trade sideways.

Through the month, Chair Powell emphasized unanimous FOMC opposition 
to using negative rates. Still, Fed fund futures and Eurodollar markets 
reflected traders’ skepticism, as both priced increasing risk of negative 
yields. Lorie Logan, the Fed’s SOMA manager, reassured participants the 
effective rate is not likely to fall below the Fed’s zero lower bound, according 
to FOMC minutes.

April’s advance estimate of trade in goods showed exports plummeted $32.3 
billion, or 25.3%, to $95.4b. Despite negotiations to narrow the trade deficit, 
it has expanded by $10.8b since COVID lockdowns to -$69.7b. Imports fell 
14% m/m, or $26.8 billion, to $165.1b. 

China’s yuan tumbled after Premier Li Keqiang told delegates of the National 
People’s Congress China will not target GDP in 2020 due to COVID and trade 
uncertainties. China raised military spending 6.6% y/y, or to roughly $180b, 
and announced support for a sound legal and enforcement safeguarding 
Hong Kong’s national security. The news unnerved international investors 
and President Trump who revoked Hong Kong’s special trade status. 

In May, over 12.3m Americans filed for unemployment. Since lockdowns 
started, 42.6m applicants filed for unemployment insurance, which takes 
the implied national unemployment rate to 27.3%. States with relatively low 
unemployment rates, such as Utah, S. Dakota, and Wyoming, either had 
workers returning to work, mixed industries that include agriculture jobs, or 
substantial drops in the state labor force before COVID hit.
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Fed fund futures traders hedge against negative rates
30 Day Federal Funds Futures

Dec '20 Fed fund 
futures trade at -0.01%

6.60

6.70

6.80

6.90

7.00

7.10

7.20
Feb-19 May-19 Aug-19 Nov-19 Feb-20 May-20

Source: FRED, Federal Reserve Board of Governors

Yuan falls to 2019 lows after National People's Congress
Chinese yuan to one US dollar, Inverted
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https://www.abc4.com/news/decrease-in-utah-unemployment-claims-shows-more-individuals-returning-to-work/
https://www.cnn.com/2020/05/12/business/states-lowest-initial-unemployment-claims/index.html
https://doe.state.wy.us/lmi/wyo_at_a_glance.htm
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Market-Moving Events: 10-Year Treasury
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5/7: Fed fund futures 
begin trading negative. 

5/8: NFP 
prints 22.5m 
job losses, 
w orst ev er.  

5/12: Pres Trump 
tweets support for 
negative interest rates. 

5/15: House passes 
$3T Heroes Act. 

5/12: Taiwan Semiconductor
Manufacturing — world's biggest 
contract chipmaker — plans to build 
$12b factory  in US creating 1,600+ 
jobs; supplies Apple and Huawei, but 
not the most-cutting edge tech. 

5/6: ADP reports 
20.2m private-
sector job 
losses in April.

5/6: Treasury 
announces 20-yr 
bond issuance of 
$20b, at least $5b 
more than ex pected.

5/4: Treasury projects
Q3 '20 borrow ing $3T vs 
the prev ious estimate of 
a small surplus. 

5/17: Chair Powell (60 Mins): 
Recov ery depends on how 
quickly  vaccine delivered; 
negative rates unlikely.

5/20: Pres. Trump criticizes China's 
COVID response in tweet storm. 

5/29: Pres Trump says 
China "ignored their 
reporting obligations to 
the WHO," and violated UK 
Treaty on Hong Kong 
basic law; US terminates 
relationship w ith WHO, w ill 
sanction PRC officials, and 
rev oke preferential treatment 
of Hong Kong. 

5/21: China’s NPC announces HK 
security law; abandons GDP target 
due to COVID & global uncertainty . 

5/19: Chair Powell
diplomatically 
enourages more 
fiscal spending 
during CARES Act 
testimony in Senate.

5/22: Pres. Trump 
says US will 
respond "very 
strongly" to 
China over HK.

5/21: Initial 
jobless claims
reports another 
2.44m. 

5/20: April FOMC minutes show participants 
discussed yield curve control.

5/21: Richard Clarida: 
yield curve control is a 
“natural complement” 
to Fed tools. 
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Market-Moving Events: S&P 500
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5/12: Trump admin tells federal 
employ ee Thrift Sav ings Plan to 
av oid inv esting in Chinese stocks. 

5/8: Equities rally, ignoring 
worst ever payroll report
show ing 20.5m jobs cut. 

5/13: Chair Powell: 
FOMC has not changed 
mind on negativ e rates.

5/14: 2.9 million 
more people file for 
unemployment.

5/14: NYSE plans to reopen floor May 26 
w ith few er people and social distancing.

5/12: Pres Trump 
tweets support 
for negativ e 
interest rates. 

5/15: FDA 
warns Abbott's 
rapid COVID 
test returns 
false negatives. 

5/1: ISM Mfg down; all 
components weak 
ex cept reverse supplier 
deliv eries, which buffer 
headline decline. 

5/20: Senate passes 
bill that could delist 
Chinese firms from 
US ex changes.

5/12: Fed 
begins buying
corp ETFs. 

5/27: John Williams tells Bloomberg 
YCC potential complement to 
forward guidance without specifying 
w hich part of curv e they will target.  

5/15: Pres Trump 
intensifies Huawei 
sanctions.

5/15: China v ows retaliation 
against US for stopping 
Huaw ei from using US tech. 

5/17: Chair 
Powell (60 
Mins): "We're 
not out of 
ammunition by 
a long shot"; 
encourages 
Congress to 
look at fiscal 
policies.  

5/18: US biotech firm 
Moderna shows positive 
early-stage trial results 
for COVID vaccine.

5/19: Sec. Mnuchin to 
Senate on CARES Act 
Report: "We're 
prepared to take losses 
on these [Main Street] 
facilities. That's our 
base case scenario."

5/19: Moderna vaccine scrutiny 
cataly zes pullback, though energy 
and financials lead laggards.  

5/19: Walmart online sales rise 
74%, earnings rise 8.6% y/y; Home 
Depot Q1 earnings rise 7.1% y/y.

5/20: Energy sector leads as oil 
prices rise 4% with demand as 
more states ease restrictions; 
Target reports surge in sales but 
higher COVID related ex penses.

5/5: Fed Vice Chair 
Richard Clarida warns 
the economy will need 
more fiscal support. 

5/4: Pres. 
Trump 
considers 
scrapping
phase one 
trade 
deal. 
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April’s durable goods orders plunged 17.7% m/m and 29.8% y/y to $168.7b. 
Transportation equipment led the drop with a 48.3% decline over March. Aircraft 
and parts were reported as -$4.6b, suggesting more Boeing orders were cancelled 
as airlines chose equipment cuts over staff level cuts. 

April’s personal income rose 10.5% m/m, its largest ever rise due to $3Tin 
government transfers to households. The CARES Act added $300b in direct 
economic payments, and tax rebate distributions and reductions account for the 
rest. Consumption collapsed 13.3% m/m — the most ever — or nearly $2T. 

May auto sales rebounded from April’s 8.6m to a 12.17m annualized pace. (Consensus 
was 12m.) Retail buyers returned “by about 86%,” according to Bob Carter, Toyota’s 
EVP of sales for N. America. Carter told CNBC, “fleet commercial buyers,” such as 
rental car companies, have returned by about 20%.

The Atlanta Fed’s GDPNow forecast has been tracking a 52.8% annualized q/q 
contraction in Q2, led by a 58.1% ann. q/q drop in consumption. The model plugs in 
data as it is released. They have essentially all of April’s data incorporated, without the 
May/June reopening data. Hopefully, the revisions will start going the other way soon. 

May’s consumer sentiment and confidence surveys remained relatively flat. The 
sentiment survey’s slight optimism reflects the boost consumers received from 
stimulus in the CARES Act. The confidence survey reflects consumers expecting a 
slight improvement in business conditions in the months ahead. 

May’s ISM Manufacturing rose from 41.5 to 43.1. Three of five components rose 
from contraction levels in the high 20s to contraction levels in the low 30s. Non-
Manufacturing NMI rose from 41.8 to 45.4, signaling slower contraction as the 
economy reopens. Business activity jumped 15 points to 41.0.

Although this information has been obtained from sources which we believe to be reliable, we do not guarantee its accuracy, and it may be incomplete or condensed. This is for informational purposes only and is not intended as an offer 
or solicitation with respect to the purchase or sale of any security. All herein listed securities are subject to availability and change in price. Past performance is not indicative of future results, and changes in any assumptions may have a 
material effect on projected results. Ratings on all securities are subject to change.

FHN Financial Capital Markets, FHN Financial Portfolio Advisors, and FHN Financial Municipal Advisors are divisions of First Horizon Bank. FHN Financial Securities Corp., FHN Financial Main Street Advisors, LLC, and FHN Financial Capital 
Assets Corp. are wholly owned subsidiaries of First Horizon Bank. FHN Financial Securities Corp. is a member of FINRA and SIPC — http://www.sipc.org/.SIPC.  

FHN Financial Municipal Advisors is a registered municipal advisor.  FHN Financial Portfolio Advisors is a portfolio manager operating under the trust powers of First Horizon Bank. FHN Financial Main Street Advisors, LLC is a registered 
investment advisor.  None of the other FHN entities, including FHN Financial Capital Markets, FHN Financial Securities Corp., or FHN Financial Capital Assets Corp. are acting as your advisor, and none owe a fiduciary duty under the 
securities laws to you, any municipal entity, or any obligated person with respect to, among other things, the information and material contained in this communication. Instead, these FHN entities are acting for their own interests. You 
should discuss any information or material contained in this communication with any and all internal or external advisors and experts that you deem appropriate before acting on this information or material.
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Data Watch: Key Economic Indicators
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https://www.cnbc.com/2020/06/02/toyota-estimates-may-us-auto-sales-were-beyond-expectations-but-still-down-due-to-coronavirus.html

