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COVID-19 Research Update 

Over the last five years, we have continued to believe that forces out of the U.S. and China would 
shape the path of the global economy. With U.S. household borrowing in secular decline since the 
2008 financial crisis, Chinese consumers were expected to fill the global void in borrowing and 
spending. We expect Chinese consumption will continue to rise in global prominence as the country’s 
economy transitions away from manufacturing; however, exports have been a bright spot as China 
emerges from lockdown. Figure 1 provides a snapshot of several economic indicators out of China. 

The improvement in China’s equity market performance suggests the potential for an economic 
rebound is starting to get priced into assets. While growth may have hit a bottom, the contraction in 
GDP on a quarter-over-quarter basis was nevertheless unprecedented. Figure 2 compares the GDP 
growth rates for China and the U.S. over the last three years.      

Global Fixed Income Themes & Market Conditions

Source: Bloomberg (© 2020, Bloomberg Finance LP)

Figure 1 China Country Snapshot
As of 4/30/2020
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Retail Sales (Y/Y %)  NA -16.63 -7.72 0.47 8.03 8.04 7.67 4.36

Industrial Production (Y/Y %)  NA -8.85 -17.85 -8.34 1.14 0.76 -0.45 -0.28

CPI (Y/Y %)  3.35 4.38 5.84 4.79 4.45 4.43 2.9 1.93

PPI (Y/Y %)  -3.06 -1.43 -0.35 0.13 -0.51 -1.63 -0.46 3.56

Exports (Y/Y %)  3.51 -6.8 116.31 NA 7.41 -2.69 -0.23 11.15

Imports (Y/Y %)  -13.75 -0.44 128.45 NA 16.23 0.37 -2.82 16.56

Terms of Trade  NA NA NA NA 100.72 105.52 101.56 97.52

10-Year Bond Yield (%)  2.54 2.59 2.74 2.99 3.14 3.17 3.18 3.58

Policy Rate (%)  4.35 4.35 4.35 4.35 4.35 4.35 4.35 4.35

Equity Price Index  2860.08 2750.3 2880.3 2976.53 3050.12 2871.98 2928.94 2920.18
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Figure 2 China and U.S. GDP Growth Rates
As of 3/31/2020
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China spent virtually the entire first 
quarter under lockdown, while similar 
measures in the U.S. have spanned two 
quarters and should therefore register in 
second quarter data. Figure 3 shows how 
positive economic indicators in the U.S. 
remain scant given the nascency of the 
country’s recovery and reopening.   

Looking at aggregate economic activity 
in 2020 compared to the year prior in 
Figure 4, both the U.S. and China were 
down around 20% by mid-April. However, 
activity in China hit a 40% trough that 
coincided with the peak of the lockdown 
and the New Year. Conversely, the decline 
in U.S. activity has been more measured.

Taking a closer look at household 
consumption in China, spending actually 
rebounded around the time that broader 
activity contracted 40% on a year-over-
year basis. See Figure 5. The implied 
consumer-led recovery underscores how 
important the Chinese household will 
be as the country eventually transitions 
away from manufacturing. While U.S. 
consumption is off about 7% from 2019 
levels (Figure 5), the future of household 
spending will be dictated by other 
factors, including consumer optimism, 
unemployment rates, and wage growth.

U.S. Consumer Price Index (CPI) inflation 
will inevitably dictate whether wages 
and incomes rise. Figure 6 shows the 
CPI was down almost 40% in April 2020 
compared to levels from one year prior. 
The lockdown-induced decline in an 
already low inflation rate sparked fears 
of deflation within the U.S. economy. We 
do not believe the U.S. economy is on 
the precipice of deflation, as the collapse 
in prices would complicate the country’s 
recovery. In the longer-term, producer 
prices—and eventually consumer 
prices—could increase as multinational companies offshore manufacturing out of China and repatriate those activities to places like the U.S. Long-
term structural changes to regional and global supply chains could have inflationary effects on both input and retail prices.   

Source: Bloomberg (© 2020, Bloomberg Finance LP)

Figure 3 U.S. Country Snapshot
As of 4/30/2020
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Retail Sales (Y/Y %)  NA -6.55 0.36 0.72 0.27 0.18 1.58 5.7

Industrial Production (Y/Y %)  NA -5.8 4.52 4.87 5.61 3.25 3.56 4.44

CPI (Y/Y %)  NA -5.49 0.02 -0.94 -0.85 -0.41 0.88 3.95

PPI (Y/Y %)  NA 1.52 2.32 2.48 2.29 2.04 1.81 2.44

Exports (Y/Y %)  NA -0.97 1.28 2.57 2.06 1.02 0.84 3.05

Imports (Y/Y %)  NA -8.61 -1.21 -0.97 0.91 -1.87 -1.18 7.81

Terms of Trade  NA -9.38 -5.87 -3.66 -4.66 -5.57 -1.63 8.54

10-Year Bond Yield (%)  NA 100.82 100.08 100.48 100 100.4 100.27 99.85

Policy Rate (%)  0.64 0.7 1.13 1.51 1.92 1.78 2.08 2.89

Equity Price Index  0.25 0.25 1.75 1.75 1.75 1.75 2.25 1.96

Source: Goldman Sachs

Figure 4 GS Coronavirus Economic Activity Tracker
Percent Change, Year Ago, As of 5/10/2020
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Figure 5 GS Coronavirus Consumer Activity Tracker
Percent Change, Year Ago, As of 5/9/2020
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Figure 6 GS Coronavirus Consumer Price Tracker
Percent Change, Year Ago, As of 5/9/2020
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Since some of these post-coronavirus structural changes will unfold in the 
longer term, we also need to assess more immediate factors. While the 
airline industry could be inexorably changed by the pandemic, tourism flows 
have been a reliable indicator of positive consumer sentiment and general 
household wealth.   

Domestic flights in China have started to pick back up, as shown by the 
passenger load in Figure 7, although airline excess capacity remains abundant. 
International passenger loads unsurprisingly remain suppressed given the 
varying degrees of country lockdowns, quarantines, and reopenings.

Figures 8 and 9 highlight how U.S. airport volume and activity has all 
but halted. Therefore, any incremental improvements in passenger loads 
and airport activity—especially international travel—could signal an 
improvement to consumer confidence. 

Chinese tourism buttressed the global economy prior to the COVID-19 outbreak, so any uptick in international travel over the intermediate term may 
eventually bode well for a global recovery. There may also be potentially positive signs via credit market growth in China. Residential real estate 
transactions rebounded after hitting a bottom in February 2020, as shown in Figure 10. Additionally, bankruptcy filings have come off their late-2019 
peak (see Figure 11). These preliminary signs of improvement in consumer lending suggest that households are taking advantage of the low-rate 
environment created by the People’s Bank of China. 

Source: Goldman Sachs

Figure 7 China Load Factor
As of 5/11/2020
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Figure 8 U.S. TSA Passenger Screens
As of 5/10/2020
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Figure 9 U.S. International Passenger Arrival at Top 5 Airports
As of 5/9/2020
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Figure 10 China Residential Real Estate
Transaction Volume, As of 5/4/2020
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Figure 11 China Weekly Bankruptcies
As of 4/28/2020
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When assessing these snapshots of consumption in the U.S. and China, we continue to believe that countries in the later stages of recovery 
may offer valuable insight on when certain indicators could hit an inflection point for economies that are still grappling with the lockdown 
and subsequent reopening. While policy levers like low interest rates alone cannot revive an economy, the increase in residential real estate 
transactions in China suggest that households could start to borrow and spend more once the lockdown eases. However, an improvement to 
consumer sentiment must presage spending. A slow and steady increase in previously mundane behavior such as domestic flights could signal a turn 
in sentiment.
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