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Past the worst
Equities gave back some of their impressive April gains lately, but are still up c20% from the March lows. Too good

to be true? Technicals no longer look oversold, P/Es have re-rated sharply and the lockdown exit could bring a

second wave of infections. Consolidation is logical, but we believe the worst has passed and we do not expect

equities to retest their March lows: the central banks’ put should prevent further market dislocation, although it

exacerbates the disconnect between asset prices and fundamentals; economic surprises and earnings revisions

are the most negative on record, but global economy is starting to show signs of bottoming out, helped by surging

money supply and aggressive fiscal stimulus – buying equities when PMIs bottom was typically a good strategy;

cautious investor positioning reduces the odds of another round of material de-risking. We continue to believe

equities offer an attractive risk-reward on a 6-12m horizon and advise buying on dips. We hold a balanced

cyclical/defensive allocation but reduce our highly consensus Quality/Growth bias by downgrading Staples to UW.

• Virus under control, no signs of a second wave so far (p.6). Equities rebounded as the COVID-19 curve flattened last month.

As lockdowns are being relaxed, a second wave of infections is a key risk. So far so good, new cases have not rebounded in the

countries that have already loosened their lockdowns, such as Austria, Germany, Denmark, Switzerland and Spain.

• Global economy close to a bottom (p.10). The magnitude of the economic shock is without precedent, with global GDP

expected to contract 3.3% in 2020, but so has been the response from policy markets and governments. Central banks’ balance

sheets and fiscal deficits are skyrocketing, which inflates asset prices but should also help the recovery in activity. Money supply

and saving rate are surging, Chinese data is rebounding, albeit unevenly, and DM economies are slowly reopening. Buying

equities when PMIs are bottoming was typically a better strategy than buying them when they are peaking.

• Earnings estimates starting to look more realistic (p.28). EPS revisions quickly turned the most negative on record and

consensus estimates are being slashed much faster than during GFC. Downgrades are not over, but we think Q2 will mark the

trough if our H2 recovery scenario materialises. In 2009, equities bottomed 10 months ahead of earnings.

• Asset reflation in full swing (p.38). Equities look expensive on P/E metric, but less so on P/Book, P/Sales and CAPE metrics.

Risk premia are still near extreme, as central banks are anchoring risk-free rates around the zero bound. Corporate credit looks

attractively valued vs. equities, but the two asset classes move closely together. A well functioning credit market helps equities.

• Positioning still cautious (p.45). Mutual funds’ cash holdings are record high and neither systematic investors nor HFs have

bought the dip in equities. Market breadth remained narrow and ‘risk-off’ during the rebound, resulting in extreme Quality/Growth

vs. Value dispersion. As the crowded safety trades worked all the way ytd, most mutual funds are beating their benchmark. This

suggests that the pain trade could come from style rotation, rather than from another leg down in equities.
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No return to normal, COVID-19 will have many long-term implications
Past the worst does not mean out of the woods, nor back to ‘normal’. The covid-19 crisis will have many

implications for society, economy and financial markets over the long run, which investors should consider when

building their investment strategies:

• More state. As the world economy came to a standstill, governments played a key role in providing a life line to businesses

and households. As restrictive social distasting measures will not all be removed quickly, the crisis could result in a more

permanent government intervention in society and the economy, as well as more regulation.

• More debt. Fiscal deficits and public debt are skyrocketing, as is corporate leverage. The policy response creates an

asymmetry in favour of credit vs. equity holders for the companies that receive state aid, as they could be left with more debt,

weaker cash flows and lower payouts over the long run. We keep a preference for high credit quality companies.

• More inflation. Following a decade of QE and falling interest rates, policy makers were forced to innovate. They are now

putting ‘wages’ into the pockets of consumers directly and are monetizing public debt, helping to keep a lid on yields.

Governments may enter an endless loop of issuing aid directly to their citizens, which could have reflationary implications in

the long run. More asset reflation could also boost the inequality gap and feed populism.

• Less globalisation. The covid-19 crisis is another ‘make it or break it’ moment for Europe and revived the China-US dispute. It

could accelerate de-globalisation, which started with the trade war, and prompt governments to promote self-sufficiency in

strategic areas like food, healthcare or defence.

• More Tech. Tech played a key role in keeping a big part of the economy afloat when most of the world went on lockdown.

More WFH, more virtual meetings, less business travel, less office space needed, less polluting commuting could boost

productivity over the long run while making people happier. The crisis will likely accelerate the digitalisation of the economy.

• More Healthcare. The crisis reinforces the secular trend towards more healthcare spending by governments and more

universal coverage, both in developed and emerging economies. Research budgets could be boosted as well as spending on

infrastructure and equipment. This could be an important theme of the upcoming US election campaign.

• A different consumer: The COVID-19 crisis could accelerate the shift in spending patterns and consumer behaviour.

Contagion fears and social distancing rules, more WFH and digitalisation will force supply adjustments to meet the new forms

of consumer demand.

• More ESG investing. ESG funds have performed relatively well during the market rout and have had resilient inflows. The

virus crisis could accelerate the realization that investment and businesses should primarily serve human well-being and

sustainability. It also shows the merit of ESG as an efficient portfolio diversification tool.
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US leadership comes at a high price, favor core vs. peripheral Eurozone

• OW Europe vs. US (p.81). US equities keep benefiting from their relative safe-haven, quality and growth status,

while European equities are underperforming due to their higher beta nature and weaker economic/fiscal

fundamentals of the region.

• Weak domestic growth, declining Banks profitability, lack of Tech, over-reliance on the ‘old economy’, messy

politics and trade exposure have turned Europe into a consensus UW for a while, but its depressed relative

valuations to the US and bearish positioning seem to be pricing in a lot already.

• The growth/quality nature of the US equity market remains a structural advantage vs. Europe, but the end of

the buybacks super-cycle and the collapse in oil prices could be more problematic for the former.

• Europe offers a ‘cheap’ option on a potential 6-12m recovery, in our view, which keeps us modestly OW vs. the

US, for now.

• UW UK (p.90). The end to the multi-year political deadlock revived investors’ appetite for the UK, but we keep a

preference for Eurozone, as the region has a more diversified sector composition, lower oil exposure, and faces

lower dividend risk than the UK. No trade-deal Brexit tail-risk remains elevated as the negotiations with the EU are

being complicated by the COVID-19 crisis, while the extension deadline in June is approaching fast. Within the

UK, we advise a balanced exposure between exporters and domestics (BCEUUKEX / BCEUUKDM).

• OW core vs. periphery within Eurozone (p.100). Italy and Spain are being badly hurt by COVID-19, have

weaker fiscal position than France and Germany and more exposure to Banks, even though ECB is providing a

powerful backstop to peripheral spreads. Peripheral equity markets are highly concentrated and skewed to

Financials, while core markets are more diversified and also have more exposure to China.

• OW China and selected EM exposure (BCEUCHIN / BCEUEREM) (p.106). Many EM countries are badly hurt

by the pandemic, which exacerbates their structural imbalances. While EM sovereign default rates could rise

overall, we believe the USD debt default risks for the major EMs are very remote. China, India, Russia, Mexico,

Indonesia are all safely in IG territory, while Brazil’s external position is also very strong. The Chinese economy is

reopening, Fed liquidity and the search for yield are coming back, dollar has stabilized, China policy makers are

shifting to stimulus mode. Medium term though, EM could face headwinds from accelerated de-globalization,

ageing population and increasing labour costs.
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Balanced cyclical/defensive allocation, reduce Quality/Growth bias
• Quality has worked, but is crowded and expensive (p.55). Market leadership during the rally remained narrow and

skewed to Quality/Growth. The continued outperformance of the popular safety trades likely explains why a majority of

funds beat their benchmark ytd. The pain trade is thus more likely to come from a ‘risk-on’ style rotation, rather than

from another leg down in equities. We expect the recovery to be uneven, but acknowledge the Quality/Growth space is

consensus and expensive. We thus cut Staples to UW, which reduces our Quality/Growth bias. We screened for

quality stocks trading on attractive valuations (p.10).

• Balanced Cyclicals/Defensives allocation (p.116). The Covid-19 disruption will hurt the global economy badly in H1,

but ample stimulus should help the rebound in activity later this year. We cut our beta exposure in Q1, upgrading

Healthcare (OW) and Telecoms (MW) and downgrading Banks (MW), Energy and Discretionary (UW). We now cut

Staples to UW and add the weight evenly across Cyclicals, which should benefit the most from the H2 recovery.

• Tech and Cap Goods (OW) have been relatively resilient ytd and could be vulnerable to negative growth surprises,

but both are ‘quality’ cyclicals, in our view, offering margins and balance sheet resiliency.

• We remain UW Discretionary. Autos, Travel&Leisure and Retail (UW) fell the most and thus rebounded the

most lately, but we would fade the rally as structural concerns abound and higher unemployment could hurt

consumers for longer. We find the medium-term prospects more compelling for Luxury Goods (MW), even though

the sector is not immune to weaker consumer and trades on expensive valuations.

• Within commodities, we prefer Mining (OW) to Energy (UW), as the former is a more direct play on forthcoming

Chinese stimulus, while oil supply/demand imbalances and ESG constrain remain headwinds for the latter.

• Utilities and Healthcare (OW) are our preferred defensives. Utilities benefit from the decarbonisation revolution,

which helps their profitability. Healthcare offers attractive valuations and growth prospects, while election risk in the

US is limited. Telecoms (MW) is a cheap defensive hedge, but lacks positive long-term catalysts.

• MW Financials. Banks (MW) trade on depressed valuation multiples and are in a much better liquidity and balance

sheet position than in 2008-09. However, lower-for-longer yields, elevated credit risk and regulatory pressure to cut

shareholder payout is likely to continue weighing on the sector. We prefer Insurance (OW) due to their stronger capital

position, more resilient earnings and relatively safer dividends.

• Themes and baskets: Sustainable yield (BCEUERIC), Value/Growth (BCEUVALO/BCEUGROW), ESG/Sustainability,

Cyclicals/Defensives (BCEUECYC / BCEUEDEF), High/Low credit rating (BCEUELDR/BCEUEHDR), short Cycle

(BCEUSHCY), Tech spending.
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The worst is likely over
Outbreak seems to be under control, no evidence of a second wave yet

• The covid-19 situation is fluid, but bad news is 

diminishing. The pandemic curve keeps flattening in most 

countries and death tolls are falling. 

• Confirmation that the outbreak is under control is the key 

condition for equities to rebound sustainably, but 

investors should beware of the risk of a second wave of 

infections after the lockdowns are lifted.

• So far so good, new cases have not rebounded in the 

countries that have already loosened their lockdowns, 

such as Austria, Germany, Denmark, Switzerland and 

Spain etc.,

6 May 05, 2020

Covid-related deaths are plateauing across most affected 

countries

Source: Bloomberg, Barclays Research

Equities are trading on the indication of outbreak 

stabilization 

Source: Bloomberg, Barclays Research

New cases  keep falling for countries that have loosened 

lockdowns
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Central banks have short-circuited market dislocation…

• The rebound in equities coincided with the flattening virus 

curve, but was triggered by decisive action from central 

banks.

• Fed and ECB have successfully short-circuited extreme 

market volatility and avoided another painful liquidity 

crisis.

• Both have re-started asset purchases and are providing 

unlimited liquidity, which gives a backstop to the credit 

market, and thus to the equity market.

7 May 05, 2020

Credit and equities rebounded in tandem

Source: Bloomberg, Barclays Research

Equities have been helped by decisive policy/government 

interventions 

Source: Bloomberg, Barclays Research

VIX and MOVE are down from extreme high levels
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…but exacerbated the divergence between equities and fundamentals

Over the long run, P/E multiples move with excess 

liquidity…

8

Source: Barclays Economics Research

May 05, 2020

Source: Bloomberg, IBES

Source: Bloomberg, Datastream

Massive increase in Fed’s balance sheet inflates P/Es

Equity P/Es are highly correlated with credit spreads
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• Central banks’ action contributed to exacerbate the 

decoupling between asset prices and fundamentals.

• The rebound in equities was entirely due to P/E 

expansion, as central banks’ balance sheets are 

surging. 

• As excess liquidity is set to increase materially, asset 

prices could remain inflated for longer, despite the 

dire macro and earnings fundamentals.
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Dispersion within the equity market is extreme…

Performance gap between Quality and Value increased

9

Source: Datastream

May 05, 2020

Source: Bloomberg

Source: IBES

Narrowing market breadth seen during the latest rally

Valuation dispersion is near extreme

• Central banks’ intervention prevented further market 

dislocation but increased the dispersion within the 

equity market.

• The market breadth narrowed further during the rally, 

as the upside only came from the Quality and Growth 

stocks, while Value stocks did not rebound much.

• As a result, the valuation gap between Quality/Growth 

and Value is extreme, which should be a favorable 

environment for stock picking.
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…which creates opportunities – quality at a reasonable price

10

Source: Datastream

May 05, 2020

Quality at a reasonable price screen• We screened for stocks which score well on 

Quality metrics but are cheaper than their 

sector/subsector peers.

• For Quality, we generated a score based on 

equal weighted ranking of ROE, Total 

Debt/Equity and an Earnings variability score.

• For Valuation, we used an equal weight ranking 

of P/E and P/B within that stock’s 

sector/subsector.

• We then gave the Quality score and Valuation 

score an equal weighting to produce the screen.

• This produces a screen that produces stocks 

with better quality scores, but below-average 

(sector-adjusted) valuation.

Name ISIN Sector ROE TD/Equity

EPS 

Variablility 

Score

P/E P/B

JOHNSON MATTHEY GB00BZ4BQC70 Materials 14 50 4 11.2 1.3

ASSOCIATED BRIT.FOODS GB0006731235 Consumer Staples 8 6 8 15.8 1.5

ADECCO GROUP CH0012138605 Industrials 19 44 16 13.3 1.6

HENKEL PREF. (XET) DE0006048432 Consumer Staples 11 24 6 16.5 1.8

ATOS FR0000051732 Information Technology 48 77 18 9.1 1.0

EVONIK INDUSTRIES (XET) DE000EVNK013 Materials 23 50 18 12.9 1.1

SMITH & NEPHEW GB0009223206 Health Care 12 40 2 19.9 1.4

NOVARTIS 'R' CH0012005267 Health Care 25 53 5 14.2 3.4

RANDSTAD NL0000379121 Industrials 11 36 16 13.3 1.5

SECURITAS B SE0000163594 Industrials 17 112 8 12.6 2.0

AVIVA GB0002162385 Financials 15 65 10 4.4 0.5

DASSAULT AVIATION FR0000121725 Industrials 16 13 25 10.7 1.3

CAPGEMINI FR0000125338 Information Technology 10 49 10 12.3 1.7

INFINEON TECHS. (XET) DE0006231004 Information Technology 9 18 9 20.9 2.3

PORSCHE AML.HLDG. (XET) PREF. DE000PAH0038 Consumer Discretionary 12 0 30 4.0 0.4

METSO FI0009007835 Industrials 20 7 46 13.1 2.3

RWE (XET) DE0007037129 Utilities 50 21 23 14.6 0.9

DANONE FR0000120644 Consumer Staples 11 98 5 16.3 2.3

BAE SYSTEMS GB0002634946 Industrials 27 88 9 10.4 2.9

3I GROUP GB00B1YW4409 Financials 15 7 23 5.8 0.9

BASF (XET) DE000BASF111 Materials 19 48 27 14.9 1.0

BARRATT DEVELOPMENTS GB0000811801 Consumer Discretionary 16 4 11 10.8 1.1

MONDI GB00B1CRLC47 Materials 21 57 7 11.8 1.7

WHITBREAD GB00B1KJJ408 Consumer Discretionary 96 13 10 28.0 0.8

TAYLOR WIMPEY GB0008782301 Consumer Discretionary 20 3 11 9.5 1.5

ALFA LAVAL SE0000695876 Industrials 20 54 13 17.1 2.7

MEGGITT GB0005758098 Industrials 9 43 12 10.2 0.9

ANGLO AMERICAN GB00B1XZS820 Materials 15 43 17 8.2 0.7

ORKLA NO0003733800 Consumer Staples 11 25 14 20.4 2.7

FERGUSON JE00BJVNSS43 Industrials 25 54 5 15.4 2.3

SAINT GOBAIN FR0000125007 Industrials 7 80 5 9.6 0.6

BEIERSDORF (XET) DE0005200000 Consumer Staples 12 8 4 28.3 3.4

SKF B SE0000108227 Industrials 13 51 19 14.7 1.9

Quality Metrics Valn Metrics
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Macro
Not out of the woods yet, but global economy likely near the bottom

Source: Barclays Economic Research

11 May 05, 2020

Source: Barclays Economics Research

Our economists expect a global recession worse in size to 

2008-09

Barclays’ GDP growth forecasts look for a deep fall in 2020 

and a strong recovery in 2021

Quarterly path of Eurozone y/y real GDP growth in ‘08/09, vs. 

current forecasts from our economists

Source: Barclays Economics Research

• Incoming data confirms the devastating effect that ‘stay-at-

home’ orders and other social distancing measures are 

having on the global economy.

• We expect a major global recession in 2020, but 

concentrated in Q2/Q3 and then followed by a quick 

rebound into 2021. The total loss in output due to COVID-19 

is expected to be bigger in magnitude than 2008-09. Our 

base case looks for Global GDP growth of –3.3% and 

Eurozone GDP growth of –10.1% in 2020.

• Given the more total halt most economies are experiencing 

this time, the trough in activity will be deeper than in 08/09, 

and while the rebound is expected to be sharp as well, it will 

likely be shallower than previously expected and take longer 

to recover full output.

4Q19 1Q20 2Q20 3Q20 4Q19 1Q20 2Q20 3Q20 CY 20 CY 21

Global 2.7 -13.9 -16.6 36.5 -3.3 5.1

US 2.3 0.9 -13.5 -7.3 2.1 -4.8 -40.0 25.0 -6.4 3.6

Euro Area 1.0 -3.6 -21.7 -10.1 0.4 -15.5 -56.3 75.6 -10.1 7.5

Germany 0.5 -3.4 -19.7 -10.6 0.1 -12.7 -52.7 54.5 -9.9 5.7

France 0.9 -5.3 -24.0 -8.5 -0.3 -21.2 -57.9 112.5 -10.5 9.3

Spain 1.8 -4.1 -24.9 -12.2 1.7 -19.2 -61.9 89.5 -11.6 9.3

Italy 0.1 -4.8 -24.7 -12.7 -1.2 -17.4 -60.6 80.6 -11.9 8.7

UK 1.1 -2.2 -18.2 -7.1 0.1 -9.8 -51.5 70.2 -8.0 6.3

China 6.0 -6.8 0.2 4.7 5.8 -36.5 41.7 26.2 1.3 6.9

India 4.7 2.2 -12.4 3.0 4.9 -4.5 -43.0 96.5 0.0 7.5
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Real-time data collapsed as the global economy came to a standstill…

12 May 05, 2020

Source: Barclays Economics Research

Jobless claims have surged the most on record, but seem to 

have peaked already
US unemployment rate expected to follow in Q2

Source: Barclays Economics Research

US, Europe and China PMIs

Source: Bloomberg, Barclays Economic Research
Source: Bloomberg

COVID-19 after trade war adds to the drag on global trade
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…but second derivative to improve as the economy re-opens

13 May 05, 2020

Source: Bloomberg

Jobless claims are off their peak level, but remain high # of Flight departures starting to trend up in China

Source: Barclays Economics Research

US CESI is the worst on record, bounce likely 

Source: Bloomberg
Source: Bloomberg, Markit

ZEW expectations survey rebounded in April
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Equities typically fall 30% in a ‘normal’ recession

14 May 05, 2020

S&P500 price and earnings moves around past US 

recessions

Source: Datastream, Barclays Research

MSCI EUROPE price and earnings moves around past US 

recessions

Source: Datastream, Barclays Research

• The average peak-to-trough equity fall during the last 

10 recessions in the US for S&P500 was 29%. In 

Europe the average fall was 32% for equity prices.

• This is broadly consistent with the recent peak to 

trough moves seen in the two regions, but we note 

than in 2008-09, equities fell more, by nearly 60%

Recession 

start

Recession 

end

SPX 

peak

SPX 

trough

SPX Peak-

trough 

(months)

Perf: SPX 

peak to  

trough

Trailing EPS 

peak to 

trough

Jul-53 Apr-54 Jan-53 Sep-53 8 -11% -18%

Aug-57 Mar-58 Jul-56 Dec-57 17 -17% -22%

Apr-60 Jan-61 Jul-59 Oct-60 15 -10% -12%

Dec-69 Oct-70 Nov-68 May-70 18 -36% -13%

Nov-73 Feb-75 Oct-73 Oct-74 12 -44% -15%

Jan-80 Jun-80 Jan-80 Mar-80 2 -15% -5%

Jul-81 Oct-82 Nov-80 Aug-82 21 -27% -19%

Jul-90 Feb-91 Jul-90 Oct-90 3 -20% -37%

Mar-01 Oct-01 Aug-00 Oct-02 26 -49% -54%

Dec-07 May-09 Oct-07 Mar-09 17 -57% -92%

Average 14 -29% -29%

Median 16 -24% -18%

Recession 

start

Recession 

end

MSCI 

Europe 

peak

MSCI 

Europe 

trough

MSCI 

Europe 

Peak-trough 

(months)

Perf: MSCI 

Europe 

peak to  

trough

Trailing 

EPS 

peak to 

trough

Nov-73 Feb-75 Apr-73 Dec-74 20 -44% -39%

Jan-80 Jun-80 Apr-79 Mar-80 11 -10% -32%

Jul-81 Oct-82 Apr-81 Sep-81 5 -12% -9%

Jul-90 Feb-91 Jun-90 Sep-90 3 -23% -40%

Mar-01 Oct-01 Aug-00 Mar-03 31 -53% -41%

Dec-07 May-09 May-07 Feb-09 21 -53% -51%

Average 15 -32% -35%

Median 16 -33% -39%

Equities are underperforming most asset classes ytd

Source: Bloomberg, Datastream
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Medium term risk-reward attractive after PMIs have collapsed

15 May 05, 2020

US Equity/bond performance consistent with ISM at 41.5

Source: Datastream

In Europe, Equities vs bund returns has not fully matched 

the sharp fall in PMI…

Source: Bloomberg, Datastream

PMI Levels 1M 3M 6M 1M 3M 6M

30-35 NA NA NA NA NA NA

35-40 -3.6% 4.7% 17.6% 40% 60% 100%

40-45 1.4% 12.8% 16.6% 50% 75% 75%

45-50 1.4% 4.0% 6.9% 69% 75% 75%

50-55 0.3% 1.8% 2.5% 52% 60% 60%

55-60 0.7% 1.3% 2.1% 60% 56% 65%

60-65 -0.9% 0.2% -4.5% 33% 67% 0%

Median FWD perf SXXP Index Hit Ratio

…but equities rebounded 100% of the time in the next 6m 

after PMI went below 40

Source: Bloomberg, Datastream

• In the US, the equity/bond underperformance is line with 

the ISM at 41.5 recorded in April. 

• The EU composite PMI for Apr’20 fell to 13.5, the lowest 

level since the data started in 1998. European equities 

could fall another 10% or so vs. bonds to fully match the 

current level of PMI, but our work shows that equities 

were always up on a six-month horizon after PMI fell 

below 40. 

• The previous PMI trough of 36.2 was seen in Feb’09, 

after which SXXP returned 42% in the following 12 

months. When PMIs are in the 35-40 range the 6m 

forward median SXXP returns are 17.6% with a 100% 

positive hit ratio. 
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Buying equities when PMI bottomed was typically a good strategy

16 May 05, 2020

Source: Bloomberg, Datastream

• Based on our analysis of past instances of ISM 

bottoming out, since 1995, we found that markets on 

average always went up in the subsequent +3m,+6m 

and +12m timeframes.

• In terms of sector performance, Cyclicals outperformed 

defensives once the ISM bottomed out

We analysed seven instances of ISM bottoming out below 

50 since 1995

Source: Bloomberg

-3m -1m +1m +3m +6m +12m -3m -1m +1m +3m +6m +12m

MSCI Europe -4.7% -4.1% 1.3% 4.6% 4.8% 19.8% 0.5% -3.5% 0.3% 2.1% 5.2% 13.0%

Financials -7.8% -2.0% -0.2% 2.3% 4.1% 18.1% 4.9% -2.6% -1.2% 0.7% 3.9% 12.1%

Energy 1.4% -1.8% -0.7% 7.2% 5.2% 26.0% 0.8% -0.9% -1.1% 5.5% 9.4% 20.2%

Materials -4.6% -4.0% 2.3% 9.3% 15.2% 23.6% 4.4% -3.2% 1.4% 7.7% 13.4% 26.5%

Industrials -7.0% -5.8% 0.4% 6.6% 13.0% 22.6% 0.6% -5.2% 0.7% 5.0% 9.8% 17.4%

C Disc -1.8% -5.9% 2.4% 6.8% 10.8% 21.3% 1.8% -5.1% 2.3% 5.3% 9.0% 15.6%

Tech 1.2% -5.0% 1.9% 5.5% 5.9% 24.7% -0.9% -7.2% 2.5% 3.3% 7.6% 25.1%

C Staples -2.6% -3.3% -1.3% -0.1% 4.3% 12.0% -2.3% -3.4% -1.4% -0.7% 5.0% 6.7%

Healthcare -2.7% -2.3% 1.2% -0.7% 1.6% 10.7% -3.0% -2.0% -0.4% -0.3% 2.4% 5.6%

Telecom 3.5% -3.6% 2.2% 0.6% -0.1% 16.2% -1.4% -4.5% 2.4% 0.5% -0.1% 14.8%

Utilities 2.6% -3.2% 0.8% 0.6% -0.1% -1.7% 0.8% -2.5% -1.1% -2.3% -0.5% 3.1%

Cyclicals -2.5% -2.9% 0.7% 3.5% 4.8% 9.2% 0.2% -2.7% 1.0% 2.7% 4.3% 8.0%

Defensives -0.2% -1.4% 0.3% 0.8% 0.7% 6.5% -1.5% -1.9% 0.0% -0.3% 1.3% 4.0%

Median performance around ISM bottom Average performance around ISM bottom

European sector performance around ISM bottom since 1995
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Watch ‘Short Cycle’ stocks

• Our Short Cycle basket BCEUSHCY has been designed 

to reflect short-term changes in the macro environment, 

as measured by the Eurozone Manufacturing PMI. 

• The basket closely tracks both the short-term direction 

and inflections in the macro data tape, and so could be 

used to add or hedge exposure to accelerating/falling 

macro via one simple instrument.

• We note that the basket started to outperform during the 

latest rebound despite the further weakening in PMIs, but 

is still well below the relative highs of January. 

Our ‘Short Cycle’ basket follows PMI

17

Barclays European Short Cycle Basket – BCEUSHCY

Source: Refinitiv, Barclays Research Source: Bloomberg, Barclays Research

May 05, 2020
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High uncertainty, but tighter credit spreads and higher oil lately are welcome

18

Policy uncertainty keeps rising

Source: Policyuncertainity.com, Bloomberg

May 05, 2020

Falling US CEO confidence points to lower capex ahead

Source: BEA, Datastream, Bloomberg Source: Bloomberg

Falling oil is a curse, not a blessing – latest rebound in 

welcome

Credit spreads have narrowed and are well off the ‘08 levels

Source: Barclays Research
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This is not 2008 – Central banks did not lose time to act this time around

Central banks move swiftly to fight the Covid-19 impact

Source: Bloomberg, Barclays Economic Research; Data as of 5th May

19

The key central banks have slashed interest rates

Source: Bloomberg, Barclays Research

May 05, 2020

• We believe the speed and scale of the policy 

response this time around reduce the downside risks 

to the markets. 

• All the key central banks cut rates aggressively, while 

Fed and ECB re-started QE, providing unlimited 

liquidity support and basically monetizing the 

increase in public debt.

• Central banks are now more experienced in dealing 

with liquidity crises following the GFC, and their 

policy tools are tested.

Central bank balance sheets – the only way is up

Source: Barclays Economics Research; Data as of Q1 2020.
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Real rates are negative, money supply is surging…

20

US Real Fed Funds rates are negative again

Source: Bloomberg, dotted line denotes Barclays Research forecasts

Source: Bloomberg, Barclays Economics Research

May 05, 2020

Source: Markit, ECB, Bloomberg, Datastream

M1 leads PMI in Eurozone

US banks’ lending standards see sharp increase

Source: Datastream, NBER
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…as is consumer saving rate

• With most of the world in lockdown, real personal 

spending fell to historically low levels.

• Meanwhile, furlough schemes are providing a 

temporary offset to rising unemployment, which leads 

to cash savings going up. The proportion of 

disposable income that is being held back has sharply 

increased. 

• When restrictions are lifted, this pent-up demand may 

lead to a surge in some sort of ‘revenge’ spending 

from consumers, although much of that depends on 

the level of unemployment post lockdown. 

Personal spending has collapsed

Source: Barclays Economics Research

21

Cash savings have gone up significantly

Source: Fed, Datastream

May 05, 2020

Source: BEA, Haver Analytics, Barclays Research

Consumption is retrenching more than income, pushing

saving rates higher
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‘War time’ style fiscal response in Europe…

22 May 05, 2020

Source: Barclays Economic Research

Source: Barclays Economic Research

Fiscal deficits are widening sharply across the Eurozone

Europe’s policy likely to be more decisive than in the past… …but the euro area economy will be hit hard, 

nevertheless

Source: Barclays Economic Research

• Fiscally stronger countries like Germany and France have 

formulated robust national policy responses. The remaining 

key issue is the need for additional aid for the fiscally 

vulnerable economies like Italy and Spain, which will see large 

jumps in their public debt ratios as a result of the crisis.

• EU Leaders endorsed the €540bn package of short-term 

emergency measures agreed to by the Eurogroup to support 

the most vulnerable member states. They tasked the 

Commission to frame a proposal for the Recovery Fund tied 

with the next EU Budget.

• We estimate that euro area public deficit is likely to shoot up to 

9.8% from an estimated 0.6% in 2019. Worst affected by this 

health crisis, Italy is likely to pay the highest price with the 

public deficit increasing to 12.5% of GDP.
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…and in the US

23

Congressional spending packages

May 05, 2020

The US to run a ‘war time’ like fiscal deficit

Fiscal deficits bigger than in 2009…

Source: Barclays Economic Research, * Total spending at $2.1 trillion, which is preliminary and 
subject to change. The other data points measure deficit increase

…including the parallel expansion of balance sheets

Source: Barclays Economic Research, dotted line denotes Barclays forecast

Source: Barclays Economic Research; Note: *for China shows augmented fiscal deficit. Shaded 
area for additional fiscal measures not yet announced Source: Barclays Economic Research
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Growth stimulus now the top priority in China…

• April PMI prints confirmed that the recovery in 

manufacturing has stalled, largely due to slumping 

global demand, while services have continued to 

narrow the contraction.

• We expect the Chinese government to step up easing to 

mitigate the drag from coronavirus outbreak, especially 

in view of its signalling ‘stabilising growth’ as the priority 

for 2020 (versus de-leveraging and containing the 

housing bubble) even before the virus outbreak. 

• Looking forward, we believe monetary policy will 

prioritise growth, with the focus on lowering financing 

costs and stabilizing credit growth.

Our China economists expect further 30-50bp falls in policy 

rates

Source: Barclays Economics Research

24

The PBoC tends to cut the benchmark deposit rate when 

PMI contracts sharply

Note: shades mark benchmark rate cut cycles. Source: CEIC, Barclays Research

May 05, 2020

Source: Barclays Research

Services recovered quicker than manufacturing in April
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…as both domestic and external demand are being hurt by COVID-19

25

Weak global demand is constraining the rebound in China

Source: CEIC, Barclays Economic Research

China FAI recovered marginally in March from Feb lows

Source: Bloomberg

May 05, 2020

House prices have cooled down but not collapsed

Source: BIS, Barclays Economics Research, Note: the gap is defined as debt/GDP - trend Source: Barclays Research

Credit impulse turned positive pre covid-19
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Key policy and government announcements

26 May 05, 2020

Source: Central banks, OECD, Bloomberg, Barclays Economic Research

Country Monetary  Policy Fiscal policy

Australia

• Central bank rate cut by  25bps on 3 March, additional measures of reduction 

in cash rate target to 0.25%, introduction of a A$90bn (4.5% of GDP) term 

funding facility  for banks

• Total direct spending amounts to A$208.7bn (10.5% of GDP), measures 

include - Wage subsidies, direct cash transfers, supporting business cash 

flow s, tax  w rite offs

Canada

• Bank of Canada in three tranches has cut interest rates by  150bps to 0.25%, 

additional measures include ex pansion of repo operations. Retail banks 

announce mortgage-pay ment deferment facilities; relief for federally  regualted 

pension plan sponsors

• Initial package of CAD 1.1bn targeting insurance sickness benefits and 

additional funding for health care; A new  package of CAD 52bn to sw itch to 

larger w age subsidy  scheme announced; Tax  pay ment deferrals, targetted 

support for energy  sector and innov ativ e start-ups

China

• 1 & 5 y ear benchmark rat low ered by  10bp in Feb and another round of cuts 

in April up to 20bp, issuance of cov id-19 bonds of CNY 135bn; Reduction in 

RRR in range of 50-100bp; Rediscounting loans of CNY 1tn to support SMEs

• Frontloading of infra projects, ex emption for small scaled tax pay ers and 

reduction of VAT rates on a range of products & serv ices; tax  carry  forw ard 

facility  for a few  industries of up to 8 y ears

EU

• Asset purchase programme (APP) - a temporary  env elope of €120bn until end 

of y ear; a new  temporary  APP of public and put sector securities w orth €750bn

• Easing cap. requirements & collateral stds on major banks till Sep-2021, 

low ering of interest rates in TLTRO III until June 2021

• €37bn CRII w ill accelerate implementation of cohesion policy , further 

enhancements hav e been made in CRII+

• Pandemic Crisis support credit lines up to 2% of respectiv e country 's GDP 

as a benchmark (about €240bn in total)

France

• Gov t to prov ide €300bn of guarantees for company  loans

• French bank regulator has decided to fully  release CCB on 18 March; w ider 

access to refinancing for SMEs

• Costs of fiscal package for households at around €16.5bn; postponements 

of social and fiscal deadlines early  reimbursements of tax  credits at €48.5bn

Germany
• Bank regulator declared its intention to reduce CCB from 0.25% to 0%

• Loans of €600bn to be disbursed touted as "Economy  stabilisation fund"

• Ov erall fiscal measures w ell ov er €1tn (including €156bn from supp 

budget 2020) - w iden access to social benefits, w age subsidies, 

recapitalisation measures

Spain
• Gov t to prov ide €100bn of guarantees for company  loans and €200bn in 

liquidity  for companies and SMEs

• €138bn (of w hich €104bn is liquidity  measures) and ex cluding other items 

not directly  affecting the deficit amounts to around 1.1% of GDP. 

Italy
• State guarantee for up to €10bn in new  loans for SMEs, bank regulator 

temporarily  allow s banks to operate below  Pillar 2 guidance, CCB and LCR

• Ov erall €25bn of measures inlcuding €3.2bn for health care: €10.3bn for 

employ ment and incomes and €5.1bn support to raise liquidity

Japan
• Wide range ex pansion in central bank buy ing, facilitating corporate financing 

through, increasing the upper limit to purchase CP and corporate bonds

• Addn package of JPY431bn on 10 March for Wage subsidies and 

emergency  loans and credit guarantees for SMEs; On Apr 7, a new  

package of 4.6% GDP announced

UK

• Interest rates low ered from 0.75% to 0.15% in tw o steps on 11 and 19 March, 

increase BoE's holdings of public and pv t debt; Easing of cap requirements and 

restrictions on banks not to increase div idends or bonuses

• UK gov ernment has announced a GBP401.5bn (18.1% of GDP), 

measures include GBP 330bn of state loans and guarantees; VAT 

pay ments deferrals, additional funding for NHS 

US

• FOMC low ered interest rates 100bps to 0-0.25%; large scale asset purchases 

of treasury  securities and agency  MBS w ill be unlimited

• Temporary  dollar sw ap lines w ith an no. of central banks; 60 day  moratorium 

on ev ictions and foreclosures for single family  homeow ners

• The CARES act w ill hav e a total cost of around $2tn or 9% of GDP - Direct 

pay ments of $1200 for each adult and $500 for children; increase in 

unemploy ment insurance benefits. For companies a range of tax  reductions 

and deferrals
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Bund yield and inflation forwards are off the lows

27 May 05, 2020

Source: Datastream

Bund yield rebounded with equities, but have stalled lately

Source: Bloomberg

US bond yields fell in line with ISM

Macro HFs/CTAs have closed their shorts on Treasuries

Source: Bloomberg, Barclays Research

Inflation forwards have rebounded and decoupled from oil

Source: Bloomberg
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Earnings
Downgrades coming (very) fast

Earnings estimates being revised sharply, unlike previous 

years

Source: Datastream, IBES

28

IBES consensus sharply down ytd…

Source: IBES

May 05, 2020

Source: Datastream, IBES

…led by Cyclicals 

Latest
on Dec 31, 

2019

2020e 2020e

MSCI World -15.0% 8.9% -1.4% 15.8%

US -16.1% 9.4% 1.4% 24.0%

Europe -19.3% 8.9% -2.5% 6.9%

UK -26.7% 6.8% -5.4% 10.4%

Eurozone -18.3% 10.2% -4.3% 4.3%

   Germany -14.0% 11.3% -10.3% -4.1%

   France -22.4% 11.8% -3.4% 9.3%

   Italy -26.9% 5.2% 4.2% 20.4%

   Spain -19.6% 10.5% -8.0% 7.2%

Japan 7.1% 8.8% -4.9% 3.2%

EM 3.2% 15.0% -2.9% 12.1%

EPS y/y 2019 2018
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2020E 2021E 2020E 2021E

C Disc -35.1% 56.1% -10.3% 9.7%

C Staples -4.1% 9.2% -0.7% 3.3%

Energy -68.3% 127.5% -27.2% 15.6%

H Care 2.0% 11.5% 4.3% 5.4%

Industrials -24.9% 30.8% -7.9% 6.8%

Financials -22.2% 20.9% -2.7% 2.4%

Info Tech -6.9% 27.4% 1.3% 8.4%

Materials -19.9% 22.7% -8.4% 5.8%

Telecom -4.0% 13.3% -1.2% 2.4%

Utilities 8.4% 7.6% 16.7% 4.4%

Real Estate -3.9% 7.5% 5.2% 3.4%

Market -19.3% 24.0% -6.5% 6.3%

Ex Energy -14.9% 20.6% -3.2% 5.2%

Ex Fin -18.2% 25.0% -7.4% 7.3%

Cyclicals -24.5% 34.8% -8.3% 7.6%

Defensives -0.2% 10.4% 3.9% 3.8%

EPS growth% Sales growth%

Europe

• FY20 estimates have fallen precipitously in most 

regions into deeply negative territory.

• The expected contraction in EPS growth rate is 

already at levels seen in 2008-09. 

• The pace and magnitude of earnings cuts have been 

much greater this time around, although the collapse 

in activity suggests there might still be more to go. 
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EPS revisions are the most negative on record

29

The ratio of EPS upgrades to downgrades for SXXP is 

currently at -86%, lower than 2008-09 lows…

Source: IBES

…but equity market performance has not fallen as much as 

EPS revisions

Source: IBES

May 05, 2020

IBES estimates for 2020 are now in line with 2008-09 levels

Source: IBES

SXXP Fwd EPS momentum now vs. 2008-09

Source: IBES

MSCI World -15.0% 8.9% 22.6% -13.3% -3.6%

US -16.1% 9.4% 23.9% -8.8% 1.3%

Europe -19.3% 8.9% 24.0% -13.9% -20.5%

 UK -26.7% 6.8% 25.0% -4.6% -31.2%

 Eurozone -18.3% 10.2% 26.2% -14.3% -24.0%

   France -22.4% 11.8% 28.7% -3.2% -32.5%

   Germany -14.0% 11.3% 32.7% -25.0% -16.5%

   Italy -26.9% 5.2% 24.1% -4.4% -42.5%

   Spain -19.6% 10.5% 17.2% 5.1% -10.6%

Japan 7.1% 9.8% 15.8% -38.0% n/a

EM 3.2% 15.0% 20.4% -1.2% 0.2%

   Brazil -12.3% 22.8% 28.4% 22.0% -5.8%

   Russia -27.2% 1.1% 17.4% 17.3% -35.3%

   India 12.0% 23.9% 23.0% 1.6% 10.6%

   China 3.8% 12.1% 17.8% 2.2% 14.7%

2020

2021 2008 2009EPS y/y
Latest

as of Dec 31, 

2019
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Top-line indicators in free fall…

A 10% fall in oil price lowers MSCI World EPS by about 8%

Source: Datastream, Bloomberg

30

GDP growth matters for EPS growth

Source: IBES, Barclays Research

Eurozone PMI points to deeply negative EPS growth

Source: IBES, Bloomberg

MSCI World EPS growth vs ISM

Source: Datastream

May 05, 2020
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…earnings follow GDP

• As a rule of thumb, the Global GDP threshold required 

for earnings to grow is 3%.

• The median EPS growth rate observed in Europe when 

global GDP growth was below 2% is around -10%.

• Our economists’ recently lowered forecast of -3.3% 

global GDP growth for 2020 is without precedent in the 

last 50 years, which implies that the earnings fall could 

also be unprecedented.

31

Global GDP growth vs EPS growth

Source: Bloomberg, Datastream

EPS growth in different Global GDP growth regimes

Source: Datastream, median trailing EPS growth

May 05, 2020

Global Real 

GDP y/y

MSCI World

EPS y/y

MSCI US

EPS y/y

MSCI Europe

EPS y/y

<2% -6.6% -4.7% -1.4%

2-2.5% -8.2% -3.1% -9.5%

2.5-3% -4.4% 2.1% -9.4%

3-3.5% 1.7% 2.2% 3.6%

3.5-4% 12.8% 9.2% 13.3%

4-5% 17.5% 13.7% 18.1%

>5% 14.5% 15.9% 10.3%
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Earnings to fall 30-40% in 2020…and to rebound in 2021

32 May 05, 2020

Euro Stoxx (SXXE) EPS model shows plunge in 2020, 

followed by significant rebound in 2021

Source: Refinitiv, Bloomberg, Barclays Research

FTSE 100 EPS model shows similar 2020 plunge before 

rebounding in 2021 but is further hindered by lower oil

Source: Refinitiv, Bloomberg, Barclays Research

• Our earnings models use as inputs GDP growth, commodity prices, FX rates, and a profit margin proxy. 

The largest contributor to EPS growth in the models is GDP growth, with commodity, FX and margin 

nuancing the output produced. 

• Using the latest estimates from our colleagues for these inputs in 2020, we get Euro Stoxx (SXXE) 

earnings down 35% (average of quarterly forecasts), and FTSE 100 (which has more commodities, 

particularly oil) down ~40%. Euro Stoxx earnings were down ~-40%, and FTSE 100 -45%, on a y/y basis 

at their nadir in 2009, so the model forecasts for 2020 are not unprecedented. 

• For 2021, we forecast EPS to rebound, but these are of a lower magnitude than the drops in 2020, with 

Euro Stoxx up 25% and FTSE 100 rebounding 15%. Our forecast FTSE 100 rebound is lower at least in 

part by the continuing lower oil price our analysts are forecasting.
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In 2009, equities rebounded with PMI, ahead of EPS momentum

33 May 05, 2020

Equities troughed ahead of earnings and with forward-

looking indicators like PMIs in 2009

Source: Refinitiv

Earnings estimates are yet to be adjusted lower, but the 

market fall looks consistent with the drop in PMIs

Source: Refinitiv

• The recent 35% peak-to-trough move in SXXP was 

less severe than the 60% fall of 2008-09. 

• We note that back then, the equity market bottomed in 

March ’09, roughly at the same time as PMI, but five 

months ahead of the turn in EPS momentum and 10 

months before the downgrades ended. 
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Markets initially fell significantly, pricing a deep cut to EPS 

this year, but have since recovered some lost ground

Source: Datastream

-60%

-40%

-20%

0%

20%

40%

60%

01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

SXXP y/y EPS y/y

41

46

51

56

61

70

75

80

85

90

95

100

105

110

115

Oct-19 Dec-19 Feb-20 Apr-20

S&P 500 Px S&P 500 F12m EPS
S&P 500 T12m EPS ISM Mfg. Erp (rhs)



Restricted - External

Q1 results as bad as expected

…and Q2 is expected to be even worse

Source: Refinitiv, Datastream

34

Estimates have fallen sharply in Europe and US for Q1…

Source: Refinitiv, Datastream

May 05, 2020

Q1 results snapshot

Source: Bloomberg, Barclays Research
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Sales y/y
Sales 

beats 
EPS y/y

EPS 

beats 
Sales y/y

Sales 

beats 
EPS y/y

EPS 

beats 

Energy -18.9% 45% -60.6% 20% -11.4% 47% -1.6% 80%

Materials -2.0% 73% -26.9% 67% -8.0% 54% -27.3% 83%

Industrials -5.0% 81% -35.6% 63% -10.2% 57% -37.7% 70%

Tech 4.5% 55% 7.7% 45% 5.6% 83% 12.3% 79%

Cons. Disc. -7.4% 63% -75.6% 71% 6.5% 76% -49.4% 68%

Comm. Svcs. 1.8% 78% -25.1% 56% 5.0% 64% 8.5% 80%

Cons. Stap. 8.3% 83% 41.0% 67% 3.8% 70% 3.9% 85%

Healthcare 13.9% 91% 17.5% 70% 10.8% 81% 8.8% 81%

Utilities -11.3% 17% 18.0% 20% -2.3% 0% 14.5% 78%

Financials -0.6% 48% -32.8% 55% 0.4% 52% -46.0% 47%

Market -7.0% 63% -30.5% 54% 0.8% 63% -13.0% 70%

Market ex Energy -1.9% 65% -24.7% 57% 2.3% 64% -13.4% 70%

Market ex Fins -8.2% 68% -29.4% 54% 0.9% 66% -2.4% 77%

Cyclicals -4.8% 72% -44.4% 61% -1.5% 67% -14.5% 73%

Defensives 5.1% 72% 13.4% 57% 6.9% 67% 8.1% 81%

SPXSXXP

Results snapshot

• Midway into the earnings season, Q1 EPS growth is 

coming in at -13% y/y in the US and -30% in Europe, 

which is the lowest since GFC. 

• The poor results have not come as a surprise to the 

markets and share price reaction has been generally 

positive.

• Forecasts for the remaining quarters in 2020 have fallen 

sharply since the start of the reporting season.
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Earnings are the key long-term driver of equities

35

Source: Datastream, NBER

...and are far from being depressed in Europe

May 05, 2020

Source: Datastream, NBER

Trailing earnings are well above the trend in the US...

Over the long run, equities move with earnings, 

in the US…

Source: IBES, Refinitiv

…and in Europe

Source: IBES, Refinitiv
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Profit margins follow activity momentum

Profit Margins move with activity momentum

Source: Datastream, Barclays Research

36

Net profit margins should fall sharply…

Source: Worldscope, Barclays Research

…and operating margins too

Source: Worldscope, Barclays Research

May 05, 2020

• Profit margins typically follow activity momentum and 

are thus likely to fall sharply this year in all the main 

regions.
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Falling NIPA margins and rising labour costs were flashing red for some time

37

US corporate profit share of GDP has been rolling over for a 

while…

Source: BEA, NBER

…which typically precedes recessions

Source: Barclays Research

May 05, 2020

Margins 

peak 

date

Recession 

start date

Cycle 

peak in 

margins

Level @ start of 

recession (as % 

of peak margin)

# of Qtr's from 

peak margins to 

recession

Q4 '50 Q3 '53 13.1% 81% 8

Q2 '55 Q3 '57 11.9% 87% 7

Q2 '59 Q2 '60 11.3% 90% 3

Q1 '66 Q4 '69 12.2% 73% 11

Q1 '73 Q4 '73 9.7% 95% 2

Q4 '78 Q1 '80 10.4% 82% 4

Q3 '81 Q3 '81 7.9% 100% 0

Q1 '84 Q3 '90 8.6% 79% 20

Q3 '97 Q1 '01 10.4% 69% 11

Q3 '06 Q4 '07 12.2% 83% 4

Q1 '12 12.6%
75% of peak at 

current level

Median 10.9% 82% 5

Average 10.8% 84% 7

Source: Bloomberg

Rising labour costs were problematic for US SMEs
The gap between US profit and wage shares of GDP was 

elevated but is narrowing

Source: BEA
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P/E multiples back to the highs, but unreliable when earnings collapse…

MSCI Europe P/E recovered sharply from March lows of 

10.1x to 15.2x currently

Source: IBES

38

Regional P/E multiples in the long-term context

Source: IBES

MSCI US P/E is above pre-Covid levels

Source: IBES

P/E multiples re-rated to 2019 levels recently

Source: IBES

Valuations

May 05, 2020

Source: IBES
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Current 1st Jan

10Y

 Median

20Y

Median

Current vs

10Y Median

Current vs

20Y Median

MSCI World 17.7 17.1 15.0 15.0 18% 17%

US 19.9 18.7 15.9 15.7 25% 26%

Europe 14.6 14.8 13.6 13.6 7% 7%

 UK 13.0 13.2 12.6 12.9 3% 1%

 Eurozone 14.0 14.5 13.2 13.2 6% 6%

   France 14.6 14.9 13.5 13.4 8% 9%

   Germany 13.6 14.1 12.4 12.7 10% 7%

   Italy 11.2 11.9 11.3 12.5 -1% -10%

   Spain 11.3 12.0 11.8 12.7 -4% -11%

Japan 13.6 14.5 13.5 14.8 1% -8%

EM 11.9 12.8 11.1 11.0 7% 8%

   Brazil 10.5 13.2 10.6 9.7 0% 8%

   Russia 6.1 6.4 5.2 6.1 16% 0%

   India 16.4 18.9 16.6 15.7 -1% 4%

   China 11.8 12.2 10.5 11.4 12% 4%
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…P/Es typically move with EPS revisions

• Historically, there was a strong positive correlation 

between the moves in P/E multiples and the 

change in EPS revisions.

• However, as seen in ’09, P/E multiples will likely 

rebound strongly early in the recovery, along with 

the improving second derivative in earnings 

revisions.

Source: Datastream, IBES

39

Change in P/E multiple and EPS revisions for MSCI World

Source: IBES

Change in P/E multiple and EPS revisions for MSCI Europe

Source: IBES

May 05, 2020

P/Es are positively correlated to EPS growth
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P/Book looks less stretched, in particular for Europe

MSCI Europe P/B is well below the median

Source: IBES

40

Regional P/B multiples in the long-term context

Source: IBES

MSCI US P/B is back to historical median

Source: IBES

Source: IBES

May 05, 2020

• P/Book, which is a more stable valuation  metric 

during times of earnings stress, have come down.

• MSCI Europe is trading outright cheap compared to 

history and not far from the last recession lows.

• MSCI US is trading in line with long-term average 

and almost double the trough multiple of 2009.

Current

10Y

 Median

20Y

Median

Current vs

10Y Median

Current vs

20Y Median

MSCI World 2.2 2.2 2.3 4% -2%

US 3.3 2.8 2.9 18% 14%

Europe 1.5 1.7 1.8 -11% -15%

 UK 1.4 1.8 1.9 -21% -25%

 Eurozone 1.3 1.5 1.6 -12% -19%

   France 1.4 1.5 1.6 -8% -17%

   Germany 1.3 1.6 1.6 -17% -18%

   Italy 0.9 1.0 1.2 -8% -21%

   Spain 0.9 1.3 1.5 -30% -40%

Japan 1.1 1.3 1.4 -11% -18%

EM 1.5 1.6 1.7 -7% -11%

   Brazil 1.6 1.5 1.6 4% 1%

   Russia 0.8 0.8 1.0 -1% -21%

   India 2.5 3.0 3.1 -16% -19%

   China 1.7 1.6 1.8 4% -6%
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CAPE also off the highs

MSCI Europe CAPE has fallen below median

Source: IBES
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Regional CAPE in the long-term context

Source: IBES

MSCI US CAPE is still above median

Source: IBES

Source: IBES

May 05, 2020

• On cyclically adjusted P/E, Eurozone is looking 

cheap vs. history, while US is still above the long 

term average, but still lower than the recent highs.

Current

10Y

 Median

20Y

Median

Current vs

10Y Median

Current vs

20Y Median

MSCI World 21.2 19.3 21.7 10% -2%

US 26.1 23.3 23.7 12% 10%

Europe 14.9 14.7 17.5 2% -15%

 UK 12.1 13.1 14.8 -7% -18%

 Eurozone 13.8 13.2 15.8 5% -12%

   France 16.7 15.3 19.6 9% -15%

   Germany 14.1 16.7 18.0 -16% -22%

   Italy 13.7 10.1 14.6 36% -6%

   Spain 10.1 11.7 13.2 -13% -23%

Japan 17.7 22.7 25.7 -22% -31%

EM 12.4 14.2 n/a -12% n/a

   Brazil 12.5 11.6 n/a 7% n/a

   Russia 6.2 6.2 n/a 1% n/a

   China 14.4 14.4 17.1 0% -16%
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P/Sales not extreme either, but still well above the ‘08 lows

MSCI Europe Price to sales is near the median

Source: IBES
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Regional Price to sales in the long-term context

Source: IBES

MSCI US Price to sales is above the median

Source: IBES

Source: IBES

May 05, 2020

• On Price/sales, Europe is trading close to long-term 

median, but double the trough level of ‘09.

• Among major regions/countries, only US, China  

and Japan are trading above long-term median on 

Price/sales.
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Current

10Y

 Median

15Y

Median

Current vs

10Y Median

Current vs

15Y Median

MSCI World 1.5 1.4 1.3 12% 20%

US 2.0 1.7 1.5 19% 34%

Europe 1.1 1.1 1.1 -2% -1%

 UK 1.0 1.1 1.1 -13% -13%

 Eurozone 0.9 0.9 0.9 -3% -4%

   France 1.0 0.9 0.9 1% 3%

   Germany 0.7 0.8 0.7 -8% -4%

   Italy 0.5 0.6 0.6 -12% -19%

   Spain 0.9 1.2 1.3 -23% -26%

Japan 0.8 0.7 0.7 4% 7%

EM 0.7 0.8 0.8 -1% -7%

   Brazil 0.9 0.9 1.0 0% -3%

   Russia 0.8 0.8 0.8 10% 0%

   India 1.6 1.8 1.9 -12% -17%

   China 0.5 0.4 0.4 31% 23%
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TINA? Equities look very cheap compared to bonds…

43

Yields are at lowest levels which would suggest potential 

upside to equities

Source: Datastream, red dot shows the current numbers

Relative to bonds, equities still look attractively valued

Source: Datastream

May 05, 2020

Equity dividend yield is in line with historical levels, while 

bond yields are much lower

Source: Datastream

-1%

1%

3%

5%

7%

9%

88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

MSCI Europe dividend yield Bund yield

0

5

10

15

20

25

0% 2% 4% 6% 8% 10%

MSCI Europe 
P/E

US Nominal 10Y yield

-800

-600

-400

-200

0

200

400

600

90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

US Yield Gap (bp) Eurozone UK Japan

-1%

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

European Equity Risk Premium

Pan Euro Inv Grd credit risk premium

Equity and Credit risk premium

Source: Barclays Research



Restricted - External

Positioning remains cautious
Cash is king

44

Mutual funds’ cash holdings are now above GFC levels

Source: Bloomberg, ICI

May 05, 2020

• Investor participation in the latest rally was light and 

equity volumes dried up after the surge seen in 

March. Mutual funds added to cash at an 

unprecedented pace. 

• On the year, money market funds have seen their 

AUM growing by 18.5%, more than any other asset 

class. On the flipside, European HY credit had the 

biggest outflows, at 13.5% of AUM, while equity flows 

have been broadly flat.

Ytd cumulative flows across the main asset classes

Source: EPFR
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Systematic investors and HFs have not bought the dip in equities

45

Leveraged funds’ de-risking has gone a long way already

Source: Bloomberg

Global Macro/CTA and Long/Short HFs are maintaining 

their underweight on equities

Source: HFRX, Barclays Research, Bloomberg

May 05, 2020

• The sharp fall in volatility has not yet prompted 

volatility target funds to increase their equity 

exposure, which remains at historical lows. As these 

funds tend to be formulaic, it is likely that if equity 

volatility continues to fall, they will start buying 

equities. 

• The beta to equities of macro HFs is also negative 

and short interest is still elevated, suggesting that 

after reducing exposure last month they have not 

added back, yet. Their long/short HF counterparts also 

remain underweight on equities. 
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LO positioning was far less bullish than in Q4’18 ahead of the correction

Investors have been moving to cash over the last 12m

Source: EPFR, Barclays Research

46

Equity had outflows last year despite its strong performance

Source: EPFR, Barclays Research 

May 05, 2020

• The contrast between flat equity flows ytd and the 20-

25% fall in global equities is striking. We note, 

however, that equities had material outflows in the 

previous 12 months, even though they performed 

well. 

• Following the de-risking episode of H2 2018, investors 

never sold bonds to buy equities. Positioning was thus 

far less bullish than ahead of the Q4’18 sell-off. 

• Relative safe havens like bonds, gold and cash 

received material inflows last year despite the strong 

equity rebound.

Source: Bloomberg, EPFR, Barclays Research

Gold and money market inflows already surged in 2019
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Late-cycle risks seem to have been well anticipated this time around

47 May 05, 2020

Source: EPFR, Barclays Research, Bloomberg

Source: Bloomberg, Barclays Live

Inverted US yield curve pointed to a recession in 2020 US output gap was positive – a late-cycle phenomenon

Source: CBOE, NBER, Bloomberg
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Investors had moved to cash as recession risks increased US unemployment rate was at historical lows
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Majority of Mutual funds are beating their benchmark ytd as safety trade worked

48 May 05, 2020

European mutual fund performance has been above average 

so far this year after a subpar 2019 

Source: Bloomberg, Barclays Research Source: Bloomberg, Barclays Research

Improving mutual fund performance has coincided with 

Value underperformance in the last few months 

• The performance of the popular safety trades, both on 

the way down and up this year, has helped the relative 

performance of mutual funds. We find that the 

performance of funds has been above the long-term 

average so far this year, with c60% of them beating 

their benchmark in Europe in April, as of last week.

• This is in sharp contrast to 2019, when fund 

performance was below average for a majority of 

months. We note that the pick-up in funds’ 

outperformance this year has coincided with the 

underperformance of Value, suggesting that European 

funds are underweight on Value exposure.
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More of the same – Quality/Low vol ETFs keep getting 

inflows

Source: EPFR, Bloomberg, Barclays Research
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Risk appetite is back in credit, not in equities

Credit and equity flows have decoupled since last year

Source: EPFR, Barclays Research

49 May 05, 2020

• The re-opening of the ‘QE trade’ by the Fed and ECB 

last year led to a sharp increase in credit  inflows, 

which were wiped out most recently. In contrast, 

equities never saw inflows of a similar magnitude in 

2019 and are thus logically seeing less outflow now.

• Credit flows rebounded more than equity flows last 

month as investors welcomed the QE boost by the 

Fed and the ECB. The divergence between credit 

inflows and equity outflows that started last year after 

the U-turn operated by the Fed and the ECB 

continues. 

Credit flows fell more than equity flows during the sell-off 

and rebounded more recently

Source: EPFR, Barclays Research

Credit funds inflows resumed last month

Source: EPFR, Barclays Research
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Macro expectations drive equity flows, retail buying subdued

50 May 05, 2020

Equity flows have followed ISM lower

Source: EPFR, Datastream Source: EPFR, Barclays Research 

Equity flows move with eco surprises
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Retail allocation to cash has risen while exposure to stocks 

has come down sharply

Source: AAII, Bloomberg
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Pension funds’ rebalancing could favor equities over bonds

Pension fund equity allocation would have fallen sharply 

given the extreme equity underperformance in Q1’20 

Source: Fed, Datastream, Barclays Research

51 May 05, 2020

• The extreme equity/bond divergence in Q1 likely 

resulted in pension funds holding not enough equities 

relative to their target allocation and too many bonds. 

We believe that any further equity underperformance 

would be cushioned to some extent by pension funds 

coming to the rescue.

• Looking at historical US equity ownership data, it is 

clear that pension funds accumulate equities during 

recessions or downturns, suggesting they maintain a 

fixed equity/bond allocation. 

Pension funds reallocated significantly to equities during 

previous downturns

Source: Fed, DataStream, Barclays Research

Equity/Bond performance turned positive in April, after 

collapsing in Q1 

Source: Bloomberg
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Technicals
Off deeply oversold levels, but sentiment still bearish

52 May 05, 2020

SPX Put/Call ratio is no longer extreme

Source: Bloomberg Source Bloomberg

The % of MSCI World stocks above 200-day moving average is 

much higher at 23% vs. 3% on 16 Mar 

VIX is below the 40 threshold

Source: Bloomberg

AAII bull bear higher at -13 vs. -25 last week

Source: Bloomberg
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Contrarian ‘buy’ signals were triggered at the lows in March

53

Current level of Put/Call ratio gave good buy signal in the 

past

Source: Bloomberg Source Bloomberg

May 05, 2020

The low level stocks above 200-day MA is also a contrarian 

signal

Market was up 86% of the time in the next 6 months after 

VIX>40

Source: Bloomberg

• VIX only breached the 40 threshold on seven 

previous occasions since 1990, and stocks 

rebounded 86% of the time in the next three and six 

months.

• Put/Call ratio for SPX is at the highest level since 

2018. The markets have on average risen over the 

subsequent three, six and 12-month timeframes.

• % of MSCI World stocks trading above their 200-day 

moving average is at 15%, the lowest since Dec 

2018. The previous occasions of similar depressed 

levels saw equities rebounding in the next six months 

in all instances except during the 2008 crisis.

Date level  -3m  -1m  -1w  +1w  +1m  +3m  +6m  +9m  +12m

Aug-98 44 -12% -15% -12% 2% 6% 22% 29% 36% 38%

Sep-01 42 -14% -11% -5% -3% 4% 9% 12% -0.3% -16%

Jul-02 42 -26% -17% -11% 10% 17% 9% 7% 11% 21%

Sep-08 47 -14% -14% -8% -4% -16% -21% -29% -16% -4%

May-10 41 5% -6% -6% 2% -5% 2% 10% 18% 21%

Aug-11 48 -17% -17% -13% 8% 6% 14% 21% 22% 25%

Aug-15 41 -11% -9% -10% 4% 2% 10% 1% 10% 15%

Average -13% -13% -9% 3% 2% 6% 7% 11% 14%

Median -14% -14% -10% 2% 4% 9% 10% 11% 21%

%  up 14% 0% 0% 71% 71% 86% 86% 71% 71%

Feb-20 40 -6% -10% -11% 2% n/a n/a n/a n/a n/a

S&P500 performanceVIX>40

-3m -1m -1w +1w +1m +3m +6m +12m

Aug-04 1.28 -4% -4% -3% 0% 5% 9% 13% 15%

Aug-07 1.05 -7% -9% -6% 4% 6% 5% -4% -8%

Mar-08 1.35 -14% -5% 0% 6% 7% 7% -7% -39%

Nov-08 1.16 -37% -16% -5% 10% 10% -8% 10% 36%

Jun-11 1.02 -3% -5% -2% 0% 3% -9% -3% 3%

Aug-14 1.04 2% -3% -3% 0% 4% 4% 5% 9%

Jan-16 1.14 -7% -8% -2% 0% 2% 11% 15% 21%

Dec-18 1.13 -18% -9% -7% 4% 9% 17% 21% 33%

Mar-20 1.12 -12% -18% -11%

Average -11% -8% -4% 3% 6% 4% 6% 9%

Median -7% -8% -3% 2% 5% 6% 7% 12%

SPX performancePut call 

ratio
Date

-3m -1m -1w +1w +1m +3m +6m +12m

Sep-01 88 -21% -18% -9% 8% 12% 16% 19% -5%

Oct-02 91 -18% -14% -6% 10% 15% 18% 10% 30%

Mar-08 91 -12% -3% 0% 2% 8% 4% -12% -48%

Oct-08 98 -31% -28% -20% 4% 3% 3% -7% 24%

Aug-11 86 -14% -11% -8% 3% 1% 3% 8% 5%

Jan-16 84 -12% -10% -3% 2% 3% 13% 14% 19%

Dec-18 89 -18% -10% -6% 5% 10% 17% 20% 29%

Mar-20 85 -13% -17% -10%

Average -17% -14% -8% 5% 7% 11% 7% 8%

Median -16% -13% -7% 4% 8% 13% 10% 19%

Date
% stocks below 

200d MA

MSCI World performance
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The quicker bear markets are, the faster recoveries are

54

US bear markets – past and present

Source: Datastream, Barclays Research Source: Datastream, Barclays Research

May 05, 2020

Anatomy of the historical S&P 500 bear markets

Anatomy of the historical MSCI Europe bear markets

Source: Datastream, Barclays Research
Source: Datastream, Barclays Research

European bear markets – past and present

DD start 

date

DD 

bottom 

date

DD 

cycle 

end 

date

Months to 

DD bottom

Months 

from DD 

bottom to 

full 

recovery

Ratio of 

Months taken 

for mkt 

recovery vs 

mkt fall

Max 

drawdown

Aug-72 Jan-75 Oct-80 29 71 2 -46.2%

Oct-87 Nov-87 Jul-89 1 21 17 -34.7%

Jul-90 Jan-91 Mar-93 6 26 4 -24.5%

Jul-98 Oct-98 Jul-99 3 9 3 -31.1%

Sep-00 Mar-03 May-07 31 51 2 -58.4%

Jun-07 Mar-09 Jan-18 22 108 5 -56.6%

Average 15 47 6 -41.9%

Median 14 38 4 -40.5%

MSCI Europe - 20% Drawdown(DD) analysis

DD start 

date

DD 

bottom 

date

DD 

cycle 

end 

date

Months to 

DD bottom

Months 

from DD 

bottom to 

full 

recovery

Ratio of 

Months taken 

for mkt 

recovery vs 

mkt fall

Max 

drawdown

Sep-29 Jun-32 Sep-54 47 388 8 -86.2%

Aug-56 Oct-57 Sep-58 21 16 1 -21.6%

Dec-61 Jun-62 Sep-63 9 21 2 -28.0%

Feb-66 Oct-66 May-67 11 10 1 -22.2%

Nov-68 May-70 Mar-72 26 31 1 -36.1%

Jan-73 Oct-74 Jul-80 30 101 3 -48.2%

Nov-80 Aug-82 Nov-82 30 4 0 -27.1%

Aug-87 Dec-87 Jul-89 5 29 6 -33.5%

Mar-00 Oct-02 Jun-07 44 81 2 -49.1%

Oct-07 Mar-09 Mar-13 25 71 3 -56.8%

Average 25 75 3 -40.9%

Median 25 30 2 -34.8%

S&P 500 - 20% Drawdown(DD) analysis
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Themes 
1. Quality keeps working, but is crowded – Value hedges warranted

55 May 05, 2020

Quality/Value P/E differential is near extreme…

Source: Datastream, IBES.Source: Datastream, IBES.

…but is exacerbated by historically low P/E for Value stocks

Quality has outperformed Value all the way this year

Source: Datastream, MSCI
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• Within the equity market, the leadership has not 

changed with the latest rebound. Quality and Growth 

factors, which strongly outperformed Value during the 

sell-off, have also outperformed so far during the 

rally.

• The strong outperformance of Quality and Growth vs. 

Value has resulted in an even more extreme 

valuation dispersion between the two factors. 

• P/E relative is indeed at an all-time high, but breaking 

it down between Quality and Value, we note that it is 

more due to Value being much cheaper than usual, 

rather than Quality being more expensive. 
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Bond yield direction remains the key driver of the Value/Growth trade

• Quality/Growth positioning is crowded, which 

warrants some diversification into Value, in our view.

• Yet, the Value/Growth trade is highly dependent on 

the direction of bond yields. Bond yields thus need 

to go up for the Value rotation to gather pace, which 

is unlikely to happen quickly given the dovish Fed 

and ECB, although PMIs are more likely to go up 

than down in the coming months.

• Unless bond yields change direction for good, any 

short-term Value rotation is unlikely to be sustained.
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The Value/Growth trade is highly dependent on bond yield 

direction

May 05, 2020

Source: Datastream

Growth looks stretched vs. Value on P/Book metric

Source: Datastream

Value/Growth dividend yield differential declined sharply

Source: Datastream
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Value not dominant anymore, but typically moves with PMI

• Growth is now the dominant factor in MSCI Europe, 

as it weighs 56% of market cap. It thus means that a 

broadening of the market leadership towards Value 

may not be required for equities to keep rallying 

from here.

• However, in 2009, the rebound in equities was 

initially driven by Value, which coincided with the 

rebound in PMIs and bond yields, but it did not last. 

57

Value constitutes a smaller part of the European market 

than ever before – Growth is now the dominant factor

May 05, 2020

Source: Datastream

In 2009, the market rebound saw Value outperform along 

with PMIs rebounding…

Source: Datastream

…and bond yields rebounding

Source: Datastream
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Quality sectors in demand due to earnings and cash flow safety

58 May 05, 2020

Shareholder yield vs. EPS growth

Source: Datastream, IBES.Source: Datastream, IBES.

ROE/FCF yield matrix

Staples, Healthcare and Tech constitute a major chunk of 

European Quality

IBES, Bloomberg, Datastream
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• Staples, Healthcare, Tech and Utilities are the 

sectors most biased to Quality, while Financials, 

Energy, Materials and Discretionary are the least. 

Our sector allocation is thus biased to Quality, even 

though we hold a balanced cyclical/defensive 

exposure. 

• Quality/Growth sectors tend to have less financials 

leverage than Value as well as more earnings and 

cash flows safety. Bailed out sectors are mostly 

Value, and several deep Value sectors like Energy 

and Autos still face many structural challenges that 

constrain their shareholder attractiveness, in our 

view.
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Value vs. Growth is not the same as Cyclical vs. Defensive

59

Source: Datastream Source: Datastream

May 05, 2020

MSCI USA Value and Growth weightings by sectorMSCI Europe Value and Growth weightings by sector

Source: Refinitiv, Barclays Research
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Barclays European Value basket (BCEUVALO)

Source: Bloomberg, IBES, Datastream, Barclays Research. For more information please see 
our report 2020 Outlook - Climbing at altitude , Nov 27, 2019

Barclays European Growth basket (BCEUGROW)

Growth and Value baskets

• Our European Growth (BCEUGROW) and Value (BCEUVALO) baskets are sector-neutral.

Source: Bloomberg, IBES, Datastream, Barclays Research. For more information please see 
our report 2020 Outlook - Climbing at altitude , Nov 27, 2019

May 05, 2020

https://live.barcap.com/go/publications/content?contentPubID=FC2493839
https://live.barcap.com/go/publications/content?contentPubID=FC2493839
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2. ESG – a winner of the COVID-19 crisis

• There is a clear overlap between ESG stocks and 

the popular Quality and Growth styles, which likely 

explains the resiliency of ESG funds. 

• The performance of ESG funds and the inflows 

into these funds have remained strong, which 

contrasts with the outflows suffered by the broader 

equity funds. 

• ESG funds have indeed benefitted from both 

secular (sustainability) and cyclical (Quality bias) 

factors.

ESG stocks are benefitting from tailwinds – both secular 

(sustainability) and cyclical (Quality focus) factors 

61

Source: Datastream, EPFR Source: EPFR, Barclays Research

May 05, 2020

Flows into ESG funds have not been hindered by the 

broader equity market redemptions

Source: Datastream

ESG stocks mostly belong to the quality/growth bucket 
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ESG relative valuation impacted by larger EPS downgrades in non-ESG names 

• Given the unprecedented media attention on 

Sustainability and its relative immaturity as an 

investment style, ESG is having a fast-growing 

impact on equity market positioning. 

• We believe that it is likely contributing to exacerbate 

the valuation dispersion between winners and losers.

• However, ESG stocks have de-rated recently relative 

to the overall MSCI Europe index. This is due to 

massive EPS downgrades in some sectors like 

Energy. On a sector level, ESG names in Real 

estate, Materials, Industrials, Comm svc’s and 

consumer discretionary still trade at a premium over 

broader sector indices.

Sector weighting further reveals the divergence between 

ESG and non-ESG stocks

Source: Datastream
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ESG stocks relative de-rating has been driven by a relatively 

larger EPS fall in broader market due to Energy & Fins

Source: MSCI, Bloomberg Source: MSCI, Bloomberg

May 05, 2020

ESG stocks are trading at a premium across most European 

sectors
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Green bubble vs. falling oil price

• Within the ESG space, the Green theme gathered 

most investor interest recently. 

• However, we note that the clean/green energy 

space’s relative performance has rolled over lately. 

We believe it is likely due to the collapse in oil 

prices, which investors might see as a threat to the 

viability of some green energy projects. 

• Flows into the space have remained steady, though.

The flows in ‘Green’ ETF have accompanied decline in 

performance most recently, though

Source: Datastream, EPFR
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Within the ESG space, ‘Green’ energy funds are those 

seeing the biggest inflows ytd

Source: Datastream, EPFR Source: EPFR, Datastream

May 05, 2020

The sharp fall in the Energy sector ytd is in stark contrast to 

the inflows seen in ‘Clean/Green’ Energy ETFs
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3. Shareholder payout, a year to forget - buybacks are being suspended fast… 

Buybacks track earnings cyclicality and are declining 

rapidly in Europe

Source: Bloomberg, Barclays Research

64 May 05, 2020

Buybacks are rolling over too in the US along with earnings

Source: Bloomberg, Barclays Research

S&P 500 Buyback index has underperformed the overall 

S&P 500 by more than 8% from the February highs

Source: Bloomberg
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US buyback announcements have slowed after the 2018 

bounce

Source: Bloomberg, Barclays Research
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…and dividends are set to fall sharply in 2020

Over the long run, dividends closely follow earnings 

Source: Refinitiv
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Stoxx 600 trailing EPS in ‘08/09 EPS fell 50% and DPS fell 

40%; DPS troughed later than EPS

Source: Refinitiv

Sector EPS and DPS fall in 2008-09

Source: IBES

May 05, 2020
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• In 2008-09, SXXP DPS fell by 36% vs. 43% for EPS, 

and 65% of companies cut dividends. This time, the 

sudden halt to activity could also force companies to 

preserve capital and cash flow, but balance sheets are 

generally healthier. However, many face pressure to 

preserve jobs and prioritize social responsibility over 

payout, given the massive state aid received. Special 

dividends and buybacks look the most at risk, but cuts 

to ordinary dividends are likely too. 

• That said, we believe the dividend hit this year, while 

severe, will be a one-off if coronavirus shutdown does 

not hurt economy in the long run. 
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Shareholder payout in line with long-term average ahead of the crisis

66

Source: Bloomberg, Barclays Research

May 05, 2020

Source: Bloomberg, Barclays Research

Source: Bloomberg, Barclays Research

Total yield is broadly similar across US and Europe and in 

line with historical averages

Financials in US lead the way
In Europe, Energy and Materials buyback yields were much 

higher than average recently

European Level 2 sector Dividend yield

Source: Datastream
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Euro Stoxx dividend future discount closing, but FTSE 100 still far below 
consensus

67

Both Index level Div Futures & aggregated single stock Div 

Futures imply further discounts to consensus DPS

Source: Bloomberg, Barclays Research Note: Analysis on SX5E Div Futures

FTSE 100 Div Fut px for 2020 is not recovering as it is 

seeing more cuts by companies, and risk remains

Source: Bloomberg, Barclays Research Note: Analysis on FTSE 100 Div Futures

May 05, 2020

• Dividends will be under severe pressure this year and next.

• Divs will be cut, not just due to lower EPS in ‘20/21, but may 

also become more difficult to pay out due to official sector/ 

social responsibility /PR point of view.

• Euro Stoxx 50 div futures have closed some of the gap to 

consensus as more companies have confirmed divs for 

2020.

• However FTSE 100 div futures remain far below consensus 

as it is seeing more cuts. 

• Outer year (‘22-24) div futures look better value and less 

risky to us, although this assumes an economic rebound.

SX5E Dividend Future price for 2020 is recovering as more 

companies confirm dividends, closing the discount 

Source: Bloomberg, Barclays Research Note: Analysis on SX5E Div Futures
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2020 106.3 3.7% 79.4 2.8% -25% 89.9 3.1% -15%

2021 121.3 4.2% 73.0 2.5% -40% 89.9 3.1% -26%

2022 131.4 4.6% 82.0 2.9% -38% 89.9 3.1% -32%
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Barclays European sustainable yield basket performance

• Depressed bond yields reinforce the attractiveness of 

sustainable dividend yield stocks.

• Our basket consists of stocks with positive earnings 

growth for the last reported year and the next fiscal 

year. These stocks are also expected to grow their 

dividends and have a dividend coverage ratio higher 

than 1.

• It is available on Bloomberg as BCEUERIC.

Yield sustainability is key

Barclays European sustainable yield basket (BCEUERIC)

Source: Bloomberg,

May 05, 2020
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Source: Bloomberg, IBES, Datastream, Barclays Research.
For more information please see our report Hold your nerve, equities still have upside, 30 July 2018.

https://live.barcap.com/go/publications/link?contentPubID=FC2401283
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4. Credit – this is not 2008

69

Net Debt/EBITDA is more elevated in the US than in Europe

Source: Datastream, Barclays Research

May 05, 2020

• Credit is at the forefront of equity investor concerns. 

We note that the price action in equity and credit 

markets has been pretty equal so far, with both falling 

sharply in the sell-off and rebounding in tandem.

• Companies have re-levered this cycle, but ND/Equity 

for MSCI Eurozone as a whole is in line with the 

historical median and below the peak of the previous 

cycle. 

• Cash on balance sheets has increased, funding costs 

are low due to depressed bond yields and the maturity 

wall for HY is not steep, but liquidity could become 

problematic for some sectors if the FCF disruption 

intensifies.
Net debt to equity in Eurozone is below previous cycle 

highs but it is higher in the UK and US

Source: Datastream, Worldscope

Equity and credit markets keep moving in tandem

Source: Bloomberg
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Credit pain to be less this time around than in 2008

70

We expect Fallen Angels (downgrades from IG to HY), 

rivalling 2013-14, but much less extreme than 2009

Source: Barclays Credit Research

May 05, 2020

• Our credit strategists forecast the default rate among 

corporates to rise sharply, especially among sectors 

like Airlines, Leisure etc., which are heavily impacted 

by the lockdown. However, the extent of defaults is 

likely to be lower than 2008-09, in their view, with 

many governments across the globe having promised 

to rescue companies that are in dire state. 

• Q1 saw surging rating downgrades across US and 

Europe. The ratio of rating upgrades to downgrades is 

down to the lowest since the early days of GFC. In 

nominal terms, though, our credit strategists expect 

€42bn of Fallen Angels in 2020 – rivalling 2013 and 

2014, but a far cry from the amount of downgrades to 

HY seen in 2009.
Q1’20 recorded the lowest rating upgrades vs. downgrades 

ratio for credit since the financial crisis 

Source: Bloomberg

Default rates to go up, but not as much as during GFC

Source: Barclays Credit Research
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Companies have cash on their B/S and don’t face a steep refinancing wall
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European HY companies don’t face a high maturity wall as 

most have already refinanced at a low rate

Source: Barclays Credit Research 

HY credit spreads higher than the previous oil shock of 2016

Source: Bloomberg

May 05, 2020

Liquidity is a concern but firms are more cash-rich 

compared to 2008

Source: Datastream, Worldscope

As bond yields have fallen, credit costs remain low

Source: Bloomberg
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US corporate balance sheets look more leveraged than European ones

72

European sectors ND/EBITDA in the historical context

Source: Datastream, Barclays Research

US sectors ND/EBITDA in the historical context

Source: Datastream, Barclays Research

May 05, 2020

Interest will fall as earnings collapse

Source: Datastream, Barclays Research

US corporate leverage has increased, but household 

leverage has gone down

Source: Fed, NBER
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Corporate leverage baskets

• Our corporate leverage baskets screen for the SXXP stocks that have very good credit ratings (A3 and above) 

and those that have poor credit ratings (Baa3 and below) according to Moody’s. All stocks in the basket have 

been filtered for liquidity criterion based on market cap. 
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Barclays Europe high credit rating basket (BCEUELDR)

Source: Bloomberg, IBES, Datastream, Moody’s, Barclays Research Notes: * Moody’s debt rating for senior unsecured debt is considered. . For more information please see our report 2019 
Outlook - Late Cycle Blues, 28 Nov 2018

Barclays Europe low credit rating basket (BCEUEHDR)

May 05, 2020

https://live.barcap.com/go/publications/content?contentPubID=FC2424559
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5. Small caps are high beta but valuations look attractive

74

Small/Large P/Book relative remains cheap too

Source: Datastream

Small cap decoupled from Growth vs. Value – liquidity the 

cause?

Source: Datastream

Small caps have outperformed large caps ins US and 

Europe in recent recovery

Source: Datastream

May 05, 2020

Small caps P/E vs. large are cheap relative to history

Source: Datastream
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6. Fiscal easing beneficiaries

• Eurozone looks set to deliver its most aggressive 

fiscal policy in a decade to mitigate the drag from 

COVID-19.

• This should facilitate the recovery in domestic plays 

later on this year (BCEUEUDR).

75

Domestic spending plays underperformed massively in 2018 

but were stable in 2019, recently started falling again

Source: Datastream, Barclays Research

Companies benefitting from fiscal easing (BCEUEUDR)

Source: Bloomberg, IBES, Datastream, Barclays Research. For more information please see our report 
Fiscal easing on its way, but lower-for-longer yields to constrain the broader risk-on trade, 25 Mar 
2019

May 05, 2020
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7. Oil price volatility

• Gyrations in oil price direction have key implications for growth, earnings and inflation. We created two baskets 

of the European stocks that have the most positive/negative correlation to oil price within each level 1 sector. 

76

Barclays Europe positive sensitivity to oil basket 

(BCEUEHCO)

Barclays Europe negative sensitivity to oil basket 

(BCEUELCO)

Ticker Name Sector 
Mkt cap 

($bn) 

Correlation 

to OIl 

SCMN SE  Swisscom 'R' Comm. Svs. 24.1 -27% 

TRN IM  Terna Rete Elettrica Naz Utilities 11.0 -26% 

BARN SE  Barry Callebaut C Staples 9.5 -26% 

NESN SE  Nestle 'R' C Staples 258.7 -24% 

LISN SE  Lindt & Spruengli C Staples 10.8 -23% 

RYA ID  Ryanair Holdings Industrials 15.4 -23% 

REE SQ  Red Electrica Utilities 11.7 -22% 

NOVN SE  Novartis 'R' Health Care 226.0 -22% 

GIVN SE  Givaudan 'N' Materials 22.5 -22% 

COLR BB  Colruyt C Staples 9.7 -21% 

MAN GY  Man (Xet) Industrials 14.5 -21% 

ADP FP  Adp Industrials 19.3 -21% 

ELE SQ  Endesa Utilities 23.8 -20% 

OR FP  L'Oreal C Staples 131.8 -20% 

DSY FP  Dassault Systemes IT 30.7 -20% 

EMSN SE  EMS-Chemie 'N' Materials 12.7 -19% 

LUX IM  Luxottica C Disc 28.0 -19% 

BEI GY  Beiersdorf (Xet) C Staples 26.9 -19% 

ELISA FH  Elisa Comm. Svs. 7.2 -19% 

PROX BB  Proximus Comm. Svs. 8.9 -19% 

AM FP  Dassault Aviation Industrials 12.9 -19% 

KNIN SE  Kuehne & Nagel Intl. Industrials 16.0 -18% 

SY1 GY  Symrise (Xet) Materials 10.3 -18% 

SW FP  Sodexo C Disc 15.6 -17% 

CPG LN  Compass Group C Disc 34.3 -16% 

ITX SQ  Inditex C Disc 90.7 -15% 

CCL LN  Carnival C Disc 10.0 -13% 

AKZA NA  Akzo Nobel Materials 20.8 -10% 

 

May 05, 2020

Ticker Name Sector 
Mkt cap 

($bn)  

Correlation 

 to OIl 

EQNR NO  Equinor Energy 79.6 45% 

TEN IM  Tenaris Energy 16.1 43% 

BLT LN  BHP Billiton Materials 43.2 39% 

RDSA NA  Royal Dutch Shell Energy 139.0 38% 

ENI IM  ENI Energy 60.6 37% 

FP FP  Total Energy 151.1 37% 

REP SQ  Repsol Ypf Energy 28.2 35% 

BP/ LN  BP Energy 136.0 33% 

AAL LN  Anglo American Materials 30.5 33% 

MT NA  Arcelormittal Materials 24.5 28% 

ANTO LN  Antofagasta Materials 10.4 27% 

RIO LN  Rio Tinto Materials 63.2 24% 

SAND SS  Sandvik Industrials 18.5 22% 

AHT LN  Ashtead Group Industrials 10.8 16% 

RNO FP  Renault C DIsc 19.9 15% 

ATCOA SS  Atlas Copco A Industrials 19.7 15% 

FCA IM  Fiat Chrysler Autos. C DIsc 25.0 12% 

BMW GY  BMW (Xet) C DIsc 51.1 12% 

PSON LN  Pearson C DIsc 9.5 12% 

SU FP  Schneider Electric Industrials 41.9 12% 

BRBY LN  Burberry Group C DIsc 9.2 11% 

EDF FP  EDF Utilities 49.7 7% 

FORTUM FH  Fortum Utilities 18.8 5% 

TEL2B SS  Tele2 B Comm. Svs. 7.6 4% 

CNA LN  Centrica Utilities 10.5 0% 

DRI GY  1&1 Drillisch Comm. Svs. 8.8 0% 

 

Source: Bloomberg, IBES, Datastream, Barclays Research. For more information please see our report 2019 Outlook - Late Cycle Blues, 28 Nov 2018

https://live.barcap.com/go/publications/content?contentPubID=FC2424559
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Markets priced for weak oil demand but speculators take contrarian positions

• The relative performance of our European high correl 

to oil (BCEUEHCO) and Low correl to oil 

(BCEUELCO) baskets tracks the oil prices closely. 

Most recently, the basket of stocks with High correl to 

oil are trending up despite the fact that oil prices 

remain depressed. 

• Current crude oil prices are in line with the weak 

demand expectations. However, speculators have 

been increasing long positions on oil, possibly 

expecting a bounce in prices from very low levels.

Source: Datastream
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Markets expect demand for oil to remain weak…

Source: Bloomberg, Datastream

…but speculators are positioned for a rebound in oil prices

Source: CFTC, Bloomberg

May 05, 2020

Our European oil stock baskets track the prices of crude oil 

very closely
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Credit and Equity sensitivity to oil has come down, in Europe at least

• Energy is a smaller part of the European IG credit 

market (and negligible in European HY market), 

constituting about 4% of the index. However, it’s much 

larger in the US, constituting about 8% of the IG 

universe and, more importantly, 11% of the HY 

universe. 

• In fact, the proportion of distressed bonds (bonds with 

greater than 1,000bp in OAS) in US Energy is, at 

36%, higher than the rate reached during the height of 

the energy crisis in early 2016. Our US credit analysts 

expect Energy to form a major portion of defaults in 

2020 and beyond assuming energy prices remain low. 

Source: Datastream
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Energy forms a relatively smaller part of the European credit 

market…

Source: Bloomberg, Barclays Research

…unlike the US, where it is much bigger and risks from 

Energy sector defaults are substantial

Source: Barclays Credit Research. Note: Distressed defined as bonds with greater than 1,000bp 
in OAS. October 2008 represents peak of distressed rate during financial crisis, and February 
2016 represents peak of distressed rate during the energy crisis

May 05, 2020

Energy constitutes a smaller part of the European equity 

universe than it did a few years ago
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8. Capex – All about Tech and digitalisation

Capex/Depreciation have been trending down this cycle…

Source: Datastream, Worldscope
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Europe sector capex/sales

Source: Datastream, Worldscope

Europe sector capex/depreciation

Source: Datastream, Worldscope

May 05, 2020

…but investment in Technology has been rising steadily

Source: Eurostat, Datastream, Barclays Research.
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Leaders in the automation and digitalisation boom

80

Source: Barclays Research, *  means the company is not covered by Barclays Research sector analysts but still has exposure to the theme

Stock names related to each Capex theme

May 05, 2020

Industrials Atlas Copco, ABB, Siemens, Schneider Electric

Technology Infineon, STMicro

Materials Johnson Matthey

Technology/IT Infrastructure Technology ASML, SAP, Temenos, AVEVA, Dassault, Atos, Capgemini, Nokia, Ericsson

Cons. Disc ASOS, Boohoo, Zalando, Zooplus

Technology Adyen, Wirecard

Industrials Deutsche Post, BPost, DSV

Industrials Atlas Copco, ABB

Technology Infineon, STMicro

Industrials
Vestas*, Siemens-Gamesa*, ABB, Alstom-GE*, Siemens, Schneider Electric, Prysmian*, 

Nexans*

RWE, Iberdrola, Enel, , National Grid, E.ON

Utilities Infineon, STMicro

Technology

Industrials Sandvik, Metso, Epiroc, Weir

Oil Services Tenaris, Subsea 7

Automation

E-Commerce

Autos: CASE

Renewables & grid integration

Commodity Capex
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Regional Allocation
1) OW Europe vs US – Tough times, but relative valuations are favourable…
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Source: IBES

Europe/US Fwd P/E is at 2008 lows

The median P/E of Europe vs US recovered recently

Source: IBES, Barclays Research

May 05, 2020

Adjusted for sector composition, European P/E is at an all-

time low

Source: IBES, Barclays Research

Europe/US trailing P/E is the lowest since GFC

Source: Datastream
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…even though profitability is structurally lower

• On P/Book metrics, the US is trading the most 

expensive of the main regions, which looks consistent 

with its higher-than-average ROE. 

• On the flipside, Europe, EM and Japanese equities 

are all trading at a discount to their 10- and 20-year 

median multiple.

Source: Datastream
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Regional P/Book in the historical context

Source: Datastream

Regional P/Book vs ROE

Source: Datastream

May 05, 2020

Europe P/B relative to the US is at 30-year lows

Current

10Y

 Median

20Y

Median

Current vs

10Y Median

Current vs

20Y Median

MSCI World 2.2 2.2 2.3 4% -2%

US 3.3 2.8 2.9 18% 14%

Europe 1.5 1.7 1.8 -11% -15%

 UK 1.4 1.8 1.9 -21% -25%

 Eurozone 1.3 1.5 1.6 -12% -19%

   France 1.4 1.5 1.6 -8% -17%

   Germany 1.3 1.6 1.6 -17% -18%

   Italy 0.9 1.0 1.2 -8% -21%

   Spain 0.9 1.3 1.5 -30% -40%

Japan 1.1 1.3 1.4 -11% -18%

EM 1.5 1.6 1.7 -7% -11%

   Brazil 1.6 1.5 1.6 4% 1%

   Russia 0.8 0.8 1.0 -1% -21%

   India 2.5 3.0 3.1 -16% -19%

   China 1.7 1.6 1.8 4% -6%
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The secular Europe/US underperformance is consistent with earnings…

• Europe has underperformed the US all the way 

since 2011. It is holding up relatively better in the 

last year, however.

• US outperformance during the last decade has 

largely been driven by relative earnings.

83 May 05, 2020

Source: Datastream, IBES, BloombergSource: IBES, Refinitiv, Barclays Research

Source: Datastream, re-based to 100 in Jan-80

Europe has underperformed US since 2011

Europe EPS growth about the same as US for  2020
Europe’s secular underperformance has been largely due to 

earnings
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…which was mostly due to Tech and Buybacks

• US has outperformed Europe by c.150% over the past 

decade. Tech sector alone explains half of the 

outperformance of US over Europe since 2010.

• Additionally, buybacks have exaggerated relative 

earnings by at least 30% over the past decade.

• Tech really started breaking away in terms of 

performance from 2016 only. So in fact, if we look at 

US vs Europe performance excl Tech since the start 

of 2016, it has been broadly flat. This is even without 

taking into account the effect of buybacks.

84 May 05, 2020

Source: Datastream, IBES, BloombergSource: IBES, Refinitiv, Barclays Research

Source: Datastream

Tech sector alone explains half of the outperformance of 

US over Europe since 2010

US vs. Europe performance excl Tech since the start of 2016 

has been broadly flat

Buybacks exaggerated relative earnings by at least 30% 

over the past decade
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US might lose the bid from buybacks

• Europe is an “old economy” equity market dominated by 

Financials, Industrials, Materials and Staples, while Tech 

weights a mere 7% of the market cap, about the same as 

15 years ago. In contrast, the weight of the Tech sector in 

the US index doubled between 2004-2018 (including 

FAANG stocks). Even after MSCI realignment, the sector 

still makes up 26% of US market cap.

• US companies generally pay out a larger portion of their 

cash as Divs + Buybacks compared to Europe. Buybacks 

are going to be especially difficult going forward with 

stressed cash levels on balance sheet & possible 

government regulations.

85

US companies generally pay out a larger portion of their 

cash as Divs + Buybacks compared to Europe

Source: Bloomberg, Barclays Research

Tech is 26% of US market cap… but only 7% of Europe

Source: Datastream. Note: US tech drop in Dec 2018 due to MSCI sector realignment

MSCI Europe and US sector composition and ROEs

Source: Bloomberg, Datastream

May 05, 2020
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Weight ROE Weight ROE Weight ROE

Market 100.0% 11.3% 100.0% 15.8% 0% -5%

Energy 5% 9% 3% 5% 2% 4%

Materials 7% 11% 2% 10% 5% 1%

Industrials 13% 17% 8% 22% 5% -5%

Discretionary 10% 12% 11% 31% -1% -19%

Staples 16% 18% 7% 28% 8% -10%

Healthcare 17% 17% 15% 18% 2% -1%

Financials 15% 8% 10% 12% 5% -3%

IT 7% 12% 26% 27% -19% -15%

Telecoms 4% 10% 11% 14% -7% -4%

Utilities 5% 12% 3% 10% 2% 1%

Real Estate 1% 5% 3% 8% -2% -4%
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The weak euro is a tailwind for European earnings…

86

The weaker euro has helped the relative EPS revisions of 

Europe vs US 

Source: Datastream

Eurozone sectors’ non-domestic revenues exposure

Source: Bloomberg, Worldscope
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A weaker euro typically helps European equities

Source: Datastream
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…and helps exporters to mitigate the drag from weaker global demand

• Our Eurozone exporter basket includes the stocks that 

derive the biggest share of revenue from abroad and 

are not overly exposed to EM. It is available on 

Bloomberg with BCEUEUEX ticker.

• A potential further rebound in Euro could hurt the 

space in the near term, but Barclays forecasts stable 

EURUSD down the road.

• Most recently Euro has weakened, which is a positive 

for the Exporters basket.

Barclays FX forecasts

Source: Bloomberg, Barclays FX Research

87

Barclays Eurozone exporters basket (BCEUEUEX)

Ticker Name Sector Country 
Mcap  
($bn) 

Non Europe  
exposure 

DAI GY Daimler C Disc  Germany 74.1 58% 

FCA IM Fiat Chrysler Autos.  C Disc  Italy 26.2 83% 

MC FP LVMH C Disc  France 180.5 71% 

PUB FP Publicis Groupe C Disc  France 14.6 72% 

SW FP  Sodexo C Disc  France 16.2 63% 

CPR IM Davide Campari Milano C Staples Italy 10.1 55% 

AD NA Koninklijke Ahold Delhaize C Staples Netherlands 31.3 70% 

TEN IM Tenaris Energy Italy 21.6 90% 

AGN NA Aegon Financials Netherlands 13.3 48% 

HNR1 GY Hannover Ruck. Financials Germany 15.7 63% 

MUV2 GY Muenchener Ruck. Financials Germany 32.3 59% 

BAYN GY Bayer Health Care  Germany 104.1 62% 

FME GY Fresenius Med.Care Health Care  Germany 30.9 84% 

GRF SQ Grifols Ord Cl A  Health Care  Spain 12.6 84% 

PHIA NA Philips Eltn.Koninklijke  Health Care  Netherlands 41.9 79% 

UCB BB UCB Health Care  Belgium 16.5 69% 

ACS SQ ACS Activ.Constr.Y Serv. Industrials Spain 13.7 83% 

AIR FP Airbus Industrials France 99.2 75% 

BNR GY Brenntag Industrials Germany 9.1 57% 

HOT GY Hochtief Industrials Germany 11.6 93% 

LR FP Legrand Industrials France 19.6 55% 

MTX GY MTU Aero Engines Hldg. Industrials Germany 10.9 84% 

REN NA Relx Industrials Netherlands 22.9 77% 

WKL NA Wolters Kluwer Industrials Netherlands 17.6 69% 

DSY FP Dassault Systemes IT France 39.4 58% 

SAP GY SAP IT Germany 147.3 86% 

UBI FP Ubisoft Entm. IT France 13.4 64% 

AI FP Air Liquide Materials France 55.3 63% 

HEI GY Heidelbergcement Materials Germany 16.8 68% 

SOLB BB Solvay Materials Belgium 13.7 71% 

 

Source: Bloomberg, IBES, Datastream, Barclays Research. For more information please see  
our report Hold your nerve, equities still have upside, 30 July 2018.

May 05, 2020
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Dollar benefits from its ‘safe haven’ status

• The FX market is showing evidence of elevated risk 

aversion as the dollar rebounded recently, against 

most of the other currencies. 

• Speculative positions on CFTC dollar futures 

contracts have rebounded.

• GDP growth and rates differential between Europe 

and US has rebounded recently. 

88 May 05, 2020

Source: Bloomberg, Datastream

Source: CFTC, Bloomberg

Source: Bloomberg, Datastream

USD is a crowded long vs. GBP and EUR

Eurozone/US GDP Growth differential has stabilised lately DXY is not reflecting the narrowing US-German yield gap
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US elections risk has receded, but outcome still not a done deal

89 May 05, 2020

Source: Bloomberg

Despite the surge lately, Biden trailing Trump 

The fourth year of presidential terms is typically positive for 

S&P500 returns…but not as much as the third one

Source: Barclays Research.  Note: Year-4 is Presidential election year, since 1928
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Probability of a Democratic victory picked up recently, 

which also coincided with Covid-19 cases jumped in US

Source: Bloomberg

Trump ratings declined recently tracking S&P500

Source: Bloomberg
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Source: Barclays Research, EPFR

GBP shorts opened up recently

Source: EPFR

2) UW UK – UK large cap equities remained well bid in Q1 as GBP weakened

May 05, 2020

Large cap FTSE 100 while FTSE 250 saw outflows
UK equity inflows continued in Q1 while conti Europe saw 

further outflows, but it was led by…

Source: CFTC, Bloomberg
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• After receiving strong inflows in Q4’19, UK equity 

inflows continued in Q1’20, while continental Europe 

equities saw further outflows.

• But UK inflows were restricted to just the large cap, 

export driven FTSE 100 while the domestic FTSE 250 

saw outflows.

• UK inflows were mostly driven by a weak GBP as 

speculators closed the GBP longs that they opened in 

Q4. They are now marginally short the GBP, again.
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UK is a high-yielding market, highly exposed to Energy and Financials

UK offers the highest dividend yield within Europe…

Source: Datastream
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MSCI UK has an Energy, Financials and Defensive bias

Source: Datastream

…and has the highest payout ratio

Source: Datastream

May 05, 2020

• UK equities are skewed to Defensives, Energy and 

Financials.

• As a result, UK has a particularly high dividend yield 

and also a high payout ratio. 

• However, as Energy and Financials are big 

contributors to UK dividends, we see downside risks 

to dividend outlook.
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Energy 12% 4% 4%

Materials 8% 7% 4%

Industrials 11% 13% 10%

Discretionary 6% 15% 11%

Staples 20% 11% 9%

HealthCare 14% 10% 15%

Financials 18% 14% 13%

IT 1% 12% 20%
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Lower oil not fully priced in yet, relative EPS downgrades on the cards for UK

EPS revisions have decoupled from Oil prices

Source: IBES, Datastream

92

..and hence more downgrades to EPS possible, at least in 

the near term

Source: IBES, Datastream

UK rel EPS momentum driven by oil prices and appears to 

imply $50-60/barrel despite the supply & demand shocks..

Source: IBES, Datastream

May 05, 2020

• Oil prices are a key driver of UK relative EPS 

momentum versus EMU.

• EPS momentum has still not adjusted to lower oil 

prices as it still appears to be implying a $50-60 per 

barrel price range.

• Given the oversupply and weak demand in the near 

term, we may see more EPS downgrades for UK 

equities, in our view.
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UK valuations look attractive at face value, but a lot is due to Energy sector

MSCI UK P/E is at record depressed level vs. MSCI World…

Source: IBES

93

Inbound M&A rose last year as GBP fell

Source: Refinitiv, Barclays Research

Inward M&A deal counts have come down recently

Source: Refinitiv, Barclays Research

May 05, 2020

…in the recent correction it also got cheaper relative to 

other regions

Source: IBES
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Brexit stage 2 vs. COVID-19

94

Source: Worldscope, Bloomberg, Barclays Research

May 05, 2020

UK  sectors’ domestic revenue exposure
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FTSE100: UK revenue exposure

Source: Various news reports, “Getting the UK ready for the next phase of Brexit Negotiations” by Raoul Ruparel, December 2019. Note: some dates are estimated and therefore highly subject to 
change

Projected timeline for UK-EU negotiations

9 Jan: House of Commons passes WAB

13 Jan: WAB moves to House of Lords

21 Jan: EU special briefing session 
where EC will offer more clarity on 
structure of future agreement

27 Jan: MPs debate final WAB changes 
before bill becomes law

29 Jan: European parliament expected 
to ratify the WA

31 Jan: UK leaves EU at 2300 GMT. 
Transition period begins.

Jan 2020 Feb Mar Jun Nov

1 Feb: UK/EU 
representatives can meet 
to agree Northern Ireland 
protocol implementation

25 Feb: EU expected to 
agree negotiating 
mandate, to be passed to 
chief negotiator, Michel 
Barnier

1 Mar: 30-day deadline 
for UK to publish 
negotiating objectives

12 Mar: EU trade 
ministers hold regular 
meeting in Brussels (may 
offer guide on progress)

26-27 Mar: EU summit

18-19 Jun: EU summit

June: UK-EU summit 
to discuss trade talk 
progress (foreseen in 
political declaration)

30 Jun: Deadline by 
which any extension 
should be agreed

26 Nov: EU-stated 
deadline for a trade 
deal to have been 
agreed, to allow 
time to ratify before 
end of December

Dec

30 Dec: End 
of transition 
period under 
current 
agreement

• Amid the COVID-19 crisis, uncertainty about the trade 

negotiation between UK/EU and UK/ROW is unsettling. 

• The UK government’s objective to seal a Free Trade 

Agreement (FTA) with the EU this year in order to 

leave at the end of the implementation period seems 

highly ambitious. 
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Savings up but consumer spending and labour market to remain weak

The UK labour market has softened recently and is expected 

to see a spike in UE due to Covid-19

Source: Datastream, Barclays Research
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UK retail sales keep falling

Source: Bloomberg

The housing market appears to be bottoming out, for now

Source: Worldscope, Barclays Research

Source: Bloomberg

May 05, 2020
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Business sentiment materially hurt by COVID-19

CBI business survey went up strongly in Q1 – a one-off?

Source: Datastream, Barclays Research, Lloyds, Markit.

96

Services: Costs per employee are increasing moderately

Source: Bloomberg

Investment – UK vs. OECD – mind the gap

Source: OECD, ONS, Barclays Research

April PMIs declined the most on record

Source: Barclays Economics Research

May 05, 2020

35

40

45

50

55

60

65

-80

-60

-40

-20

0

20

40

00 03 06 09 12 15 18 21
CBI Qtrly Business optimism survey UK PMI comp.(rhs)

-20

-10

0

10

20

30

40

50

60

70

00 02 04 06 08 10 12 14 16 18 20

Surv ey 
Balance

CBI Costs per employee (last quarter) Next quarter

25

30

35

40

45

50

55

15 16 17 18 19 20

UK PMI: Employment UK PMI: Stocks of finished goods

0.9

0.9

1.0

1.0

1.1

1.1

1.2

04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21

UK GFCF/GDP (index)



Restricted - External

FTSE250 looks very cheap vs. FTSE100 following the ytd underperformance

Domestic plays follow activity indicators – up and down

Source: Bloomberg, Barclays Research

97

FTSE 250 P/E vs. FTSE 100 has de-rated and is lower than 

GFC

Source: IBES Source: Bloomberg

FTSE250/100 perf declined sharply and closed the gap with 

implied levels by GBP

May 05, 2020

• Following the sharp rebound in domestic UK exposure 

during Q4, we neutralized our domestics/exporters 

preference. 

• The ongoing trade negotiations with the EU should 

keep business in cautious mode, while the COVID-19 

situation remains fluid. 

• We note however that FTSE250 has underperformed 

FTSE100 ytd and is now trading near record cheap 

valuations.
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FTSE 100 & 250 relative valuations

FTSE 250 vs 100 P/B below average

Source: IBES
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MSCI UK Sector Valuations

Source: IBES

FTSE 250 Sector Valuations

Source: IBES

FTSE 250 vs 100 P/E is well below median levels

Source: IBES

May 05, 2020
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F12m 

EPS 

Growth

F12m 

P/E

P/E dev 

from 20yr 

med (%)

P/B
Div 

Yield

MSCI UK -12.1 13.0 0.5 1.5 5.3

MSCI UK ex Fins -8.7 15.1 8.9 3.6 5.0

Energy -46.9 19.1 63.6 0.9 8.6

Materials -16.0 10.2 -13.3 1.5 7.1

Industrials -3.7 16.7 14.1 4.9 2.4

Tech -3.8 17.8 -18.2 2.7 3.1

Cons Disc -12.0 14.0 0.3 2.6 3.9

Cons Staples 1.7 13.0 -12.2 2.2 4.5

Telecommunicatio 16.2 12.5 -2.9 0.8 6.9

Healthcare 4.6 18.2 19.8 9.7 3.9

Utilities -1.3 14.3 8.0 2.3 5.6

Banks -30.0 8.9 -15.0 0.6 6.7

F12m 

EPS 

Growth

F12m 

P/E

P/E dev 

from 20yr 

med (%)

P/B
Div 

Yield

FTSE 250 -2.8 11.9 -15.7 1.6 3.4

FTSE 250 ex Fins -2.1 12.1 -10.0 1.6 2.8

Oil & Gas -27.5 10.2 -27.3 0.7 4.0

Materials -9.8 8.8 -28.4 1.6 3.0

Industrials -9.4 12.7 -9.2 2.2 3.1

Tech -3.6 12.2 -25.3 2.3 3.1

Cons Goods 1.3 10.6 -9.8 1.8 3.8

Cons Svcs -1.0 10.9 -19.4 1.9 3.1

Telecommunicati 36.9 14.5 -16.9 1.3 5.0

Healthcare 9.4 21.5 9.1 2.1 1.7

Utilities 15.6 8.0 -45.0 1.7 4.9

Banks -8.2 5.0 -44.4 0.8 4.4
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Source: Bloomberg, IBES, Datastream, Barclays Research.
For more information see Navigating troubled waters - 'Crash out' unlikely but UK stocks still face 
challenges, 12 Sept 2018. 

Barclays UK exporters basket (BCEUUKEX)

UK domestic and exporters baskets

May 05, 2020

Source: Bloomberg, IBES, Datastream, Barclays Research.
See European Equity Strategy: UK: Bumpy ride ahead, but low GBP helps, 19 June 2019, for all 
relevant disclosures. * indicates company had some UK exposure but the split is not disclosed

Barclays UK domestic basket (BCEUUKDM)

https://live.barcap.com/go/RSL/servlets/dv.search?docviewID=2409128
https://live.barcap.com/go/RSL/servlets/dv.search?docviewID=2463434
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3) Eurozone - OW Core (France and Germany) vs. Periphery (Spain & Italy)

Eurozone countries performance, valuations and earnings 

forecasts 

Source: Datastream, IBES

100

Germany has outperformed in the current cycle…

Source: Datastream, re-based to 100 in Jan-04

…which is due to stronger earnings

Source: IBES, re-based to 100 in Jan-04

May 05, 2020

Eurozone countries macro snapshot

Source: Barclays Economics Research

YTD 12m '20e y/y '21e y/y Current 20 Y Median % Diff DY ROE

Eurozone -20.7% -16.8% -18.3% 26.2% 13.9 13.2 5% 2.3% 9.9%

France -22.8% -17.7% -22.4% 28.7% 14.5 13.4 8% 1.9% 9.9%

Germany -18.4% -15.3% -14.0% 32.7% 13.4 12.7 5% 1.8% 8.8%

Italy -26.5% -22.1% -26.9% 24.1% 11.0 12.5 -12% 3.1% 9.5%

Spain -27.4% -28.3% -19.6% 17.2% 11.2 12.7 -12% 5.0% 10.6%

19 20e 19 20e 19 20e 19 20e 19 20e

Eurozone 1.2 -10.1 7.6 9.8 -0.6 -9.8 86.5 107.9 2.7 1.3

France 1.3 -10.5 8.5 9.4 -3.0 -11.4 98.8 123.2 -0.7 -1.5

Germany 0.6 -9.9 3.2 4.8 1.5 -8.9 59.0 78.5 7.3 4.8

Italy 0.3 -11.9 9.9 10.8 -1.6 -12.5 135.5 167.7 2.8 1.5

Spain 2.0 -11.6 14.1 16.2 -2.3 -11.8 96.4 123.3 2.0 2.6

UK 1.4 -8.0 3.8 6.4 -2.7 -10.8 83.4 100.9 -3.8 -0.3
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Eurozone countries’ valuations
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Italy valuation is at extreme lows

Source: Datastream, IBES, MSCI

Spain valuation is also below 1SD levels

Source: Datastream, IBES, MSCI

May 05, 2020

German relative P/E has been below historical median France has re-rated most recently

Source: Datastream, IBES, MSCI Source: Datastream, IBES, MSCI
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Germany is exposed to the global cycle…
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Source: Markit, Bloomberg, Barclays Research

..but auto sector structural weakness remains problematic

Source: Eurostat

• German market is highly levered to global trade with 

Auto industry being a very significant contributor.

• The coronavirus outbreak is a headwind as it disrupts 

supply chains and global trade, while the drags from 

the US-China trade wars and Autos sector disruption 

are not going away.

• We note however that in relative terms, Germany EPS 

momentum  is starting to rebound, which is a positive 

for equity performance. 

Germany relative EPS is trending up…

Exports matter more to Germany than any other Eurozone 

economy

Source: IBES, Datastream, Barclays Research

May 05, 2020
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…for better or for worse

2019 EU-US trade balance by SITC category

Source: Census, EUR bn
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Germany is the most exposed to US and China trade

Source: Eurostat
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Car exports matter for German GDP

Source: Eurostat
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US trade deficit with the EU has increased materially

Source: Census
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Italian macro recovery painfully altered by COVID-19, but ECB’s put works

• Italian economy is set to be hurt particularly badly by 

the COVID-19 outbreak and to see a surge in public 

debt.

• BTP spreads widened dangerously last month, but the 

aggressive ECB backstop seems to be working, which 

also helps equities.

Italy public-debt-to-GDP looks difficult to sustain at the 

current level

Source: Bloomberg, as of 2017

104

0%

50%

100%

150%

200%

250%

Italy PMI manufacturing has nose-dived

Source: Markit, Bloomberg

BTPs have retraced most of the recent increase, which 

helps equities

Source: Datastream
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Periphery is a call on Banks, France is well diversified and Germany is highly 
cyclical

• The French equity market is the most diversified 

within Eurozone in terms of sector composition, which 

is a plus in the current uncertain environment.

• Italy and Spain are mostly skewed towards Financials.

• Germany has by far the most cyclical sector 

composition.

Eurozone countries’ equity market cap composition

Source: Datastream
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Periphery vs Core and Banks relative is the same trade

Source: Datastream

Core vs Periphery equities and EUR/USD

Source: Datastream

May 05, 2020

Market Cap % Eurozone France Germany Italy Spain UK Switzerland

Materials 7% 6% 9% 0% 0% 8% 6%

Industrials 13% 20% 13% 9% 10% 11% 7%

Discretionary 15% 20% 16% 15% 9% 6% 3%

IT 12% 7% 15% 0% 7% 1% 1%

Cyclicals 47% 52% 52% 23% 27% 27% 18%

Staples 11% 13% 4% 2% 0% 20% 27%

HealthCare 10% 10% 14% 2% 3% 14% 40%

Telecoms 5% 5% 6% 2% 12% 4% 1%

Utilities 7% 3% 4% 29% 29% 4% 0%

Defensives 33% 31% 27% 35% 44% 43% 68%

Energy 4% 7% 0% 11% 4% 12% 0%

Real Estate 2% 2% 5% 0% 0% 1% 1%

Financials 14% 8% 16% 30% 25% 18% 14%
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4) OW China and selected EM exposure

• COVID-19 cases seem to have peaked for good in

China, Korea and in Taiwan. These countries form a

major share (c.60%) of the MSCI EM and although

external demand is expected to remain tepid, local

activity should recover to an extent. However, the risk

of re-escalation of the epidemic, through imported

cases, remains elevated.

• The return of ample Fed liquidity injections is a

welcome development for EM assets, in our view and

recent dollar stabilization is welcome, but EM FX

remains weak.

• Meanwhile, eco surprises are rebounding in EM, 

contrasting with the collapse seen in DM.
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EM CESI appears to have troughed out, unlike DM 

Source: Bloomberg, Barclays Research

A major % share of EM index constituents appear to  have 

the virus under control 

Source: MSCI

May 05, 2020

Strong dollar is a headwind, but EM EPS relatively recently 

started picking up

Source: Bloomberg, Datatstream
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EM valuations have improved and look attractive vs. DM…

MSCI EM/DM P/Book is below historical median

Source: Barclays Research, Datastream, IBES, MSCI
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Source: Barclays Research. Datastream, MSCI

EM and DM EPS both trending lower, but DM worse

Source: Barclays Research, Datastream, IBES, MSCI

MSCI EM/DM P/E relative is below historical median

May 05, 2020
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• EM valuation vs. DM is now sustainably below 

historical average.

• EM EPS is falling less than DM EPS, while the EM 

index has underperformed DM, leading to P/E 

cheapening.

• EM vs. DM P/B has also moderated somewhat.
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…and EM EPS Momentum outperforming DM, while EM still looks well shorted

• EM EPS momentum, which usually shows a strong 

relationship to price momentum, is outperforming DM, 

but EM price is still lagging DM.

• Meanwhile, MSCI EM short interest (which has been a 

good contrarian indicator in the past) still looks high at 

+1.5 standard deviations.

• EM equity revenue generation is significantly more 

exposed to EM than it is to DM. Given a majority of 

the EM index is well past their virus peak, have 

managed their COVID-19 risk well, and also have 

significant exposure to Tech (which we expect to see 

a secular benefit from virus), EM activity and revenues 

may rebound more quickly than DM.

MSCI EM relative EPS momentum is outstripping relative 

performance

Source: : Datastream
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EM equities revenue exposure is significantly more intra EM 

than EM-DM

Source: Datastream, Bloomberg, Barclays Research

Short Interest in EEM remains high at +1.5 Std Dev’s

Source: Bloomberg

May 05, 2020
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Lower oil helps EM Asia, but the COVID-19 disruption hurts external demand

Source: Bloomberg
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…but PMIs remain weak in the rest of EM Asia

Source: Haver, Barclays EM Research

China’s PMI bounced after the collapse in Feb…

Lower oil price is a positive for India and China, but 

negative for Brazil and Russia

Source: Haver, Barclays EM Research

May 05, 2020

EM exports and earnings move together

Source: Barclays Research, Datastream
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Fed liquidity could help the recovery in EM assets

• EM fixed income had sharp outflows ytd as markets 

turned risked-off and liquidity dried up.

• However, with Fed re-opening the tap, it could 

reactivate the carry trade and the search for yield that 

typically benefitted EM assets.

• We note that EM equities have been more resilient 

than fixed income recently, and have seen less 

outflow.

EM Equities have seen less outflow

Source: EPFR, Barclays Research
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Local FX EM bonds seeing outflows along with Hard 

currency bonds

Source: EPFR, Barclays Research

EM spreads closed the gap with equities

Source: Bloomberg, Datastream

May 05, 2020
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Structural imbalances and dollar dependence remain

• EM structural imbalances remain plenty and many 

countries are overly dependent on external funding 

conditions. 

• The unwinding of the carry trades in late 2018 hurt 

those with poor external debt and current account 

metrics pretty badly.

• While it is likely that EM sovereign default rates will 

rise overall, the USD debt default risks for the major 

EMs (that would be most relevant for equity markets) 

are still very remote, in  our view. China, India, Russia, 

Mexico, Indonesia are all safely in IG territory, while 

Brazil’s external position is also very strong.

A lot of credit has flown into EMs

Source: BIS, Barclays Economics Research
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Private debt to GDP has declined from recent peak in EM 

but not in US
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China-exposed stocks have led the rebound

112 May 05, 2020

European China basket - BCEUCHIN

Basket Source (RHS): Barclays Research, Bloomberg, Worldscope, company reports. Based on 2018 
sales exposure of ≥15% to China for Stoxx 600 with market cap > € . “Asia” exposure is where 
companies report Asia/APAC or similar and evidence points to a significant proportion of that coming 
from China. Performance calculated at close 04 May 2020.

• Our basket of the European stocks that have the 

biggest exposure to China started rolling over in 

January, when the virus outbreak appeared in 

China.

• Many of the stocks in the basket have now 

recovered from their lows, as the new cases 

reported out of China fell and the economy re-

opened.

Source: Bloomberg, Refinitiv Datastream, Barclays Research.

China plays (BCEUCHIN) witnessed a sharp recovery as 

new cases in China slowed dramatically

China Asia

PRX NA PROSUS NV Con Disc 80% -4%

STM IM STMICROELECTRONICS NV IT 61% -2%

BHP LN BHP BILLITON PLC Materials 53% -10%

RIO LN RIO TINTO PLC Materials 45% -10%

STAN LN STANDARD CHARTERED PLC Financials 41% -12%

HSBA LN HSBC HOLDINGS PLC Financials 39% -2%

UHR SE SWATCH GROUP AG/THE-BR Con Disc 37% -9%

CFR SE CIE FINANCIERE RICHEMONT-REG Con Disc 27% -9%

RB/ LN RECKITT BENCKISER GROUP PLC Con Staples 27% 2%

IFX GY INFINEON TECHNOLOGIES AG IT 25% 0%

GLEN LN GLENCORE PLC Materials 25% -4%

KNEBV FH KONE OYJ Industrials 25% -3%

PRU LN PRUDENTIAL PLC Financials 24% -1%

AAL LN ANGLO AMERICAN PLC Materials 23% -9%

SK FP SEB SA Con Disc 23% -12%

1COV GY COVESTRO AG Materials 21% -10%

UMI BB UMICORE Materials 21% -5%

ADS GY ADIDAS AG Con Disc 21% -9%
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• Our EM exposure basket has rolled over sharply ytd 

due to coronavirus fears and the stronger dollar, but 

rebounded most recently.

• Near term volatility could remain elevated, but we 

think the recent weakness is an opportunity to add to 

the space.

113

EM exposure basket has underperformed ytd, but bounced lately

May 05, 2020

Barclays European EM exposure basket (BCEUEREM)

Source: Bloomberg, Worldscope, Barclays Research

EM exposure basket has recently moved in line with dollar

Source: Bloomberg, IBES, Datastream, Barclays Research.
For more information please see our report 2020 Outlook - Climbing at altitude , Nov 27, 2019
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EM countries COVID-19 vulnerability scorecard

EM countries scorecard on vulnerability suggests preference for EM Asia over Latam

Source: Barclays Economics Research. Refer The Emerging Markets Quarterly: The perfect storm for more details

114 May 05, 2020

• According to our economists, EM scorecard points to clear Asia outperformance. Asian economies have lower 

external imbalances and better health infrastructure, are generally oil importing and have more room on the 

policy front. 

• LatAm is at the other end of the spectrum, with vulnerabilities in terms of existing market 

positioning/dependence on external capital flows, lack of adequate FX reserves, dependence on commodity 

prices, monetary policy credibility issues and weaker balance sheets in the public and private sectors. 

• The EMEA picture combines two separate narratives: one is relatively cleaner balance sheets and room for 

policy easing in a weaker global backdrop, and the other is the diametric opposite. ILS and RUB fitting into the 

former narrative; the HUF, TRY and ZAR into the latter; and the PLN somewhere in between.

https://live.barcap.com/go/publications/link?contentPubID=FC2514930&restriction=DEBT
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EM countries scorecard

MSCI EM countries scorecard

Source: Bloomberg, Worldscope, Barclays Research; Performance calculated at close 04 May 2020
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MSCI EM -5.4% 6.3% 6.9% 3.5% 8.9% -15.2% 11.3%

Chile 1 -9.4% -19.0% -25.5% 4.5% 12.1% -7.3% 9.6%

South Africa 2 -9.3% -15.4% -30.2% 3.6% 21.7% -21.3% 11.8%

Mexico 3 -12.8% -25.9% -29.4% 4.6% 7.3% -28.5% 12.5%

Indonesia 4 -14.2% -21.0% -20.1% 4.6% 4.0% -16.8% 14.4%

Taiwan 5 2.2% 11.2% 9.5% 4.2% 9.0% -5.7% 11.0%

Philipines 6 -10.4% -22.6% -28.5% 2.1% 4.5% -7.7% 11.4%

India 7 -4.2% -3.5% -2.9% 1.6% 13.1% -15.7% 12.8%

Colombia 8 -25.3% -1.4% -46.1% 7.1% 6.2% -22.1% 12.3%

China 9 -0.7% 10.8% 15.3% 3.0% 8.3% -8.8% 12.3%

Korea 10 -4.5% -10.0% 12.9% 2.7% 32.0% -11.0% 6.9%

Hungary 11 -10.5% 12.5% -24.3% 1.7% -7.2% -21.9% 15.2%

Thailand 12 -3.5% -6.2% 19.4% 3.8% -2.7% -23.8% 10.6%

Russia 13 -13.2% 17.3% 12.6% 9.3% -15.3% -30.5% 15.7%

Poland 14 -12.9% -7.9% -15.2% 3.1% 2.2% -25.4% 9.3%

Greece 15 -14.0% 12.3% -12.7% 4.3% 2.5% -32.4% 4.7%

Brazil 16 -20.6% 48.9% 6.0% 3.3% -0.1% -37.5% 14.9%
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Sector Allocation

• OW Utilities, Healthcare, Industrials, Tech

• MW Materials, Financials, Telecoms

• UW Discretionary, Energy, Real Estate, Staples

• Our methodology for sector allocation uses both quantitative and fundamental analysis

1) We have developed a European level 2 sector scorecard based on eight variables: Price momentum, Price vs. 52WMA, 

P/Book, P/E and DY vs. 5Y median, EPS revisions, LT EPS growth, ROE vs 5Y median, correlation to PMI and ESG exposure.

2) We then apply a macro overlay to this quant analysis, for example how activity momentum, the direction of bond yields or FX

would impact sector preferences

3) We take into account our sector analysts’ views on sectors and stocks.

Source: Barclays Research, MSCI. Notes: Overweight (OW): The performance of the MSCI Europe sector is expected to outperform the MSCI Europe index in the next 3-6 months. Marketweight 
(MW): The performance of the MSCI Europe sector is expected to perform in line with the MSCI Europe index in the next 3-6 months. Underweight (UW): The performance of the MSCI Europe sector 
is expected to underperform the MSCI Europe index in the next 3-6 months
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Barclays Equity Strategy

Recommendation

MSCI Europe

Weight

Barclays

Allocation

Barclays vs

Benchmark

Energy UW 5.1% 3.0% -2.1%

Materials MW 7.2% 7.5% 0.3%

Industrials OW 12.7% 14.5% 1.8%

Discretionary UW 9.5% 7.5% -2.0%

Staples UW 15.7% 14.0% -1.7%

Healthcare OW 17.5% 19.0% 1.5%

Financials MW 15.0% 15.0% 0.0%

IT OW 6.9% 9.0% 2.1%

Telecoms MW 4.2% 4.0% -0.2%

Utilities OW 4.9% 6.5% 1.6%

Real Estate UW 1.3% 0.0% -1.3%

100.0% 100.0% 0.0%
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Sector scorecard

Source: Barclays Research, MSCI, Refinitiv
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MSCI Europe Sector Scorecard

May 05, 2020

Weights 5% 5% 15% 15% 5% 10% 15% 20% 5% 5%

Insurance 1 -30.2% -23.2% -11.3% -23.6% 30.0% -8.7% 12.2% 25.3% 10.4% 4.1%

Cons Mat 2 -24.5% -18.4% -29.2% -19.5% 68.0% -21.7% 10.3% 21.0% 16.8% 0.2%

Telecoms 3 -21.9% -20.3% -21.5% -21.2% 8.0% -12.0% 11.1% 27.7% -9.5% -0.3%

Tech Hardware 4 -5.9% -4.8% 7.6% -5.9% -56.6% -3.5% 27.0% 44.5% 3.0% -0.6%

Food Drug Ret 5 -4.5% -2.9% -7.7% -11.0% 16.6% -1.7% 6.8% 18.9% -15.1% 1.1%

Banks 6 -39.6% -35.1% -45.1% -25.0% 19.8% -33.6% 2.3% 11.7% 25.4% -2.7%

Div Fin 7 -21.6% -12.5% -11.5% 5.0% -4.4% -22.5% 5.5% 36.5% 35.0% -0.2%

Media 8 -31.9% -29.2% -41.6% -9.8% 17.8% -22.8% 2.8% 7.2% 4.5% -0.1%

Cap Goods 9 -30.4% -21.2% -18.4% -5.5% -1.4% -23.5% 5.9% 11.4% 19.2% 0.0%

Food Bev&Tob 10 -14.5% -10.5% -12.9% -5.3% 9.4% -9.9% 6.1% 15.7% -29.5% -6.1%

HPC 11 -8.8% -6.0% -1.0% -1.2% 6.1% -6.8% 4.6% 12.4% -20.3% 3.4%

Real Estate 11 -29.7% -21.6% -27.1% -23.0% 19.4% -7.4% 1.9% -19.4% -9.7% 0.0%

Met&Min 13 -26.3% -25.1% -21.7% -12.0% 38.2% -26.0% -7.8% 0.7% 2.4% -1.9%

Utilities 14 -19.4% -8.1% 8.6% -4.7% -7.1% -5.5% 3.5% 18.9% -16.1% 0.0%

Transport 15 -26.5% -19.8% -19.8% 36.7% 0.0% -41.6% 11.4% 5.1% 18.8% -0.6%

Healthcare 16 -4.0% 4.9% 3.6% 6.5% -11.3% -1.0% 9.0% -1.6% -17.6% 1.5%

Software 17 -20.9% -14.0% -10.3% 5.1% -4.7% -14.0% 11.0% -3.7% -11.2% 0.6%

Chemicals 18 -14.2% -7.9% -14.3% 16.3% 11.7% -14.8% 6.2% -13.8% 0.4% 3.2%

Semicon 19 -11.5% 6.0% 22.5% 18.7% 1.4% -13.4% 17.1% -0.6% 13.1% 1.4%

Hotels,Rest&Leis 20 -32.1% -28.2% -42.5% 1.8% 9.4% -37.8% 4.7% -9.7% -11.7% 0.4%

Energy 21 -34.3% -35.5% -32.0% 23.5% 63.8% -62.5% 2.6% 11.0% -9.5% -1.7%

Automobile 22 -26.1% -25.4% -43.8% 9.1% 12.5% -41.2% 4.3% -24.0% 15.6% -1.8%

Prof. Services 23 -16.7% -8.5% -1.6% 16.3% -22.3% -11.6% 5.4% 0.2% -18.5% 1.1%

Cons Durables 24 -23.2% -15.3% -14.3% 21.4% -31.0% -26.7% 5.8% -3.0% -17.6% -0.5%

Retailing 25 -17.8% -8.2% -9.1% 73.6% -9.3% -35.0% 6.5% -29.7% -3.3% -1.2%
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Source: Barclays Research, Datastream

European sectors’ correlation to bond yields

Bond yields and PMI direction matter for sectoral leadership

European sectors’ correlation to PMI

Source: Barclays Research, Datastream

May 05, 2020
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Sectors’ earnings and valuations recessionary stress test

Level 2/3 sector peak to trough earnings in 08/09, what valuation that implies we are on

Source: MSCI, IBES, Refinitiv
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Europe 14.6 12.9 14% 8.2 -43% 19.3 50% 14.7 22.0 27.5 -36%

Energy 16.7 10.4 61% 7.6 -35% 9.3 -11% 8.0 12.0 14.9 -4%

Chemicals 19.9 14.8 35% 9.8 -33% 23.8 61% 21.4 32.1 40.1 -13%

Cons Mat 12.2 13.3 -9% 7.3 -52% 19.3 45% 12.3 18.5 23.1 -53%

Met&Min 10.4 10.7 -3% 6.6 -70% 25.6 139% 10.1 15.2 19.0 -45%

Cap Goods 15.4 14.5 6% 8.4 -39% 18.6 28% 15.1 22.7 28.3 -35%

Prof. Services 20.2 16.2 25% 10.9 -20% 21.7 34% 23.0 34.5 43.1 -30%

Transport 20.2 14.0 45% 10.0 -78% 51.6 268% 15.3 23.0 28.7 -48%

Automobile 8.8 9.0 -2% 30.3 -135% 6.6 9.8 12.3 -81%

Cons Durables 22.4 16.2 38% 9.9 -39% 26.2 61% 21.2 31.7 39.7 -43%

Retailing 31.9 16.6 92% 12.6 -29% 28.9 74% 27.2 40.8 50.9 -18%

Hotels,Rest&Leis 18.1 16.4 10% 9.7 -26% 14.6 -11% 14.5 21.7 27.1 -32%

Food Drug Ret 12.7 13.7 -7% 10.7 -7% 12.9 -6% 15.9 23.9 29.9 -4%

Food Bev&Tob 17.9 16.7 7% 11.0 1% 15.4 -8% 20.6 30.9 38.7 -8%

HPC 20.3 19.5 4% 12.8 4% 17.5 -10% 24.2 36.3 45.4 18%

Healthcare 16.9 15.3 10% 9.0 13% 14.4 -6% 21.7 32.6 40.7 11%

Banks 7.7 10.2 -24% 5.7 -75% 19.7 94% 6.6 9.9 12.4 -75%

Div Fin 14.6 11.2 30% 5.6 -75% 44.3 294% 14.8 22.2 27.7 -82%

Insurance 8.1 9.8 -17% 4.9 -48% 13.9 41% 9.7 14.5 18.1 -46%

Software 20.2 17.3 17% 11.8 -5% 17.9 22.5 33.8 42.3 -29%

Tech Hardware 17.0 16.5 3% 11.5 -62% 40.6 146% 20.6 30.8 38.6 -35%

Semicon 24.1 20.2 19% -197% 26.8 40.2 50.3 -33%

Telecoms 12.0 12.9 -7% 8.3 2% 9.9 -23% 13.5 20.3 25.3 -11%

Utilities 13.7 13.5 1% 7.9 -4% 13.0 -4% 16.7 25.1 31.3 2%
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MW Cyclicals vs. Defensives – Earnings risk, but improved valuations
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Source: Datastream

Cyclicals/Defensives Fwd P/E dispersion is highest since 

GFC

May 05, 2020

Source: Datastream

Cyclicals/Defensives P/Book is back to the median

Source: IBES, Datastream

Cyclicals’ relative EPS momentum has downside

Source: IBES, Datastream

Cyclicals/Defensives follow PMIs
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Mutual funds are extremely UW Cyclicals

121 May 05, 2020

Source: EPFR

Last 3m change in MF’s sector positioning

Cyclicals’ relative EPS momentum has downside
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Source: Barclays Research, Datastream

Growth/Quality titled defensive sectors like Healthcare and 

Staples have been in favour among MFs
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CYCLICALS

DEFENSIVES

• The exposure of mutual funds to Cyclical and Value 

sectors has fallen to multi-year lows ytd. Equity 

investors do not appear to be positioned for good 

news.

• As of the end of March, a large number of mutual 

funds had turned overweight on quality/defensive 

sectors like Healthcare, Utilities and Tech. On the other 

hand, exposure to Energy, Financials and Consumer 

Discretionary was reduced aggressively, leading to a 

sharp reduction in Value and beta exposure overall.
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Cyclicals and Defensives baskets
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Barclays European Cyclicals basket (BCEUECYC) Barclays European Defensives basket (BCEUEDEF)

May 05, 2020

Source: Bloomberg, IBES, Datastream, Barclays Research. For more information please see our report Cyclicals: Don't rush to buy the dip, 15 May 2019

https://live.barcap.com/go/publications/content?contentPubID=FC2457612
https://live.barcap.com/go/publications/link?contentPubID=FC2401283
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Energy UW
Fundamentals catching up with oil price reality

• Energy sector is subject to unprecedented turmoil, both 

from the size of the virus-related demand shock, and the 

supply side unable to respond quickly enough or in broad 

enough fashion to stop a dramatic build in crude reserves, 

which threatens to overwhelm global storage capacity.

• This led to unprecedented moves in the front month US 

oil future going negative last month, and while technical in 

the short run, remains highly likely to happen again.

• We downgraded Energy to UW last month post the strong 

rally it had vs. the market, and keep it at UW as we expect 

the sector’s fundamentals to remain under significant 

pressure for the foreseeable future.

Energy sector EPS relative was resilient, but has been 

marked to market vs. oil over the last month

Source: MSCI, Refinitiv, IBES, Barclays Research
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Energy sector bounce is giving way again on oil market 

turmoil

Source: Bloomberg, Barclays Research

Energy EPS growth -60% if Brent crude stays around $25/bl

Source: Refinitiv, Bloomberg, Barclays Research

May 05, 2020
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Dividend risk now a reality, while sector no longer cheap as ‘E’ catching up
• The fallacy of P/E as a valuation amidst drastic change is 

highlighted by the Energy sector, which went from cheapest 

ever P/E to nearly most expensive ever P/E over one month, 

once a vaguely correct EPS figure was applied.

• Given the uncertainties the sector faces, some participants 

may feel it would be better to preserve cash and balance 

sheet strength to accelerate energy transition, given ESG 

concerns are making it harder for investors to allocate to the 

sector. 

• Buybacks are out, capex is being reined in, and we have 

seen the first dividend cut from an oil major, potentially 

allowing others to follow suit.

• Some evidence investors are discriminating within the sector 

– rewarding ‘better’ ESG stocks and punishing the others. 
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Energy is the most under-represented sector in MSCI 

Europe ESG index

Source: MSCI Bloomberg

Dividend yield under threat now that the first oil major has 

cut their dividend

Source: Refinitiv, MSCI, IBES, Barclays Research

Energy P/E dramatically worsened as realistic EPS has been 

applied

Source: Refinitiv, MSCI, IBES, Barclays Research

May 05, 2020

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

Difference in sector weights: MSCI Europe ESG v Mkt

0.6

0.7

0.8

0.9

1.0

1.1

1.2

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

Energy P/E Rel Avg +1 sd -1sd

2

3

4

5

6

7

8

9

10

95 97 99 01 03 05 07 09 11 13 15 17 19

Energy Div Y



Restricted - External

Materials MW
Mining OW, Chemicals & Construction Mat’s MW

• We keep Mining at OW, as we expect China to stimulate 

their economy through FAI, thus stoking commodity 

demand. Chemicals and Const. Mat’s we keep at MW.

• Mining is one of the worst performing sectors ytd, down 

29%, and underperforming the underlying commodities 

(down ~0-20%).

• We expect a sharp contraction in H1 could be followed by 

a sharp rebound (should the situation stabilize), including 

higher levels of stimulus than we previously expected.
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Mining shares significantly underperforming the underlying 

commodities

Source:  Bloomberg, Barclays Research

Mining P/E on the cheap side

Source: Refinitiv, Barclays Research

May 05, 2020

Mining FCF yield remains attractive, though didn’t become 

more attractive as Px falling in line with commodities

Source: Barclays Mining Research

(8), (9), (10): please refer to slide 170 for hyperlinks to previously published research reports.
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Mining OW – Key play on China stimulus

• Stronger USD and weaker commodity prices are 

clearly negative for the sector, but these could prove to 

be short-lived.

• Iron Ore is now 2.5x more important to sector EBITDA 

than Copper. 

• Miners relative to the market is highly correlated to 

EM/DM.
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Mining relative to the market and EM/DM highly correlated

Source: Refinitiv, Barclays Research

EBITDA split: Iron Ore 2.5x more important than Copper

May 05, 2020

Mining sector performs with higher metals and weaker USD

Source: Bloomberg, Barclays Research

Source; Barclays Mining Research, Bloomberg
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Construction Materials and Chemicals MW

• We cut Construction Materials to MW at the end of last 

year given strong outperformance in 2019 and some 

headwinds on the construction side; however, we note 

they are cheapening significantly as their EPS is actually 

outperforming the market, while price is underperforming.

• Chemicals trade at record valuations given earnings fall, 

and we question whether COVID-19 disruption will cause 

further headwinds for the sector, although lower oil price 

may make feedstocks cheaper and help margins. For now, 

we leave at MW.

• Both sectors have exposure to EM, but look more 

expensive than Miners.
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…while Chemicals price is far outpacing its EPS

Source: MSCI, Refinitiv, IBES, Barclays Research

May 05, 2020

Cement PPI still healthy, Cracker spreads continue lower

Source: ICIS, Bloomberg, Barclays Research 

Construction price is significantly lagging its EPS… 

Source: MSCI, Refinitiv, IBES, Barclays Research
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Industrials OW
Quality cyclical…

• We have been OW Industrials as we want to keep some 

cyclicality in the sector portfolio, and prefer to be in higher 

quality parts for now.

• We think they are likely to see disruption from the virus 

spread but we expect stimulus measures to end up 

benefitting the sector.

• Industrials are still not cheap as EPS is falling broadly in 

line with Price.

• Many Industrial companies have adjusted their cost base, 

their supply chain and footprint following the last crisis and 

so should be (relatively) better insulated compared to the 

last downturn.

All subsector earnings now under pressure, incl Aero which 

had been considered high quality and defensive 

Source: MSCI, Refinitiv, IBES, Barclays Research
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Capex likely to take a hit, but could be short term if situation 

passes relatively quickly

Source: Barclays Research, Worldscope. Note: Barclays estimates for the coverage universe (ex Fin)

China FAI rebound has started as stimulus is kicking in

Source: Bloomberg

May 05, 2020
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…but still not cheap

• Lead indicators such as Manufacturing PMI’s which were 

staging a comeback after stabilizing in Q4 last year have 

now collapsed. We would expect these to find a bottom in 

the next month or two.

• However, by construction, PMI’s may not be the best 

measure of the actual level of economic activity.

• Industrials earnings seem more resilient and higher quality 

this earnings cycle, as companies have improved their 

business models. 
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Industrials is following activity lower

Source: IBES, MSCI, Markit, Barclays Research

Industrials relative P/E still not cheap

Source: MSCI, Refinitiv, IBES, Barclays Research

May 05, 2020

PMI’s generally still falling, but may not be the best measure 

of actual activity given their construction

Source: Haver, Barclays Research
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Consumer Discretionary – UW all subcomponents except Luxury

• We expect COVID-19 to have a significant impact on 

Consumer over the next few months, which will inevitably 

impact spending and is unlikely to recover quickly. We keep 

the overall sector at UW.

• Autos and Retail already have structural issues, and now 

acute issues due to the COVID-19 crisis. 

• Consumer Services (Hotels, Leisure, and Gaming) are also 

facing significant acute headwinds from the crisis. 

• Luxury Goods is higher quality and growth in normal times, 

but will not be immune to the complete curtailment of 

consumer activity. Its quality nature belies the cyclicality of its 

earnings – EPS fell 40% in 08/09, and similar could happen 

this time. However, cash flow and B/S position is strong.

Cons. Disc EPS still falling dramatically but price has been 

recovering

Source: MSCI, Refinitiv, IBES, Barclays Research
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Consumer sentiment has seen its quickest ever fall, and 

now rivals levels seen in GFC

Source: Bloomberg

Discretionary subsectors all have structural or acute 

challenges (or both)

Source: MSCI, Refinitiv, Barclays Research

May 05, 2020

* Refer 2020 Outlook - Climbing at altitude, Nov 27 2019 for more details
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Luxury is high quality, but comes at a high price

May 05, 2020131

Source: Refinitiv

• Luxury goods is the bright spot in Consumer 

Discretionary, a long-term secular growth story, with 

high-quality characteristics.

• However, it is expensive, and also more cyclical than 

many expect.

• Luxury EPS fell 40% in ‘08/09, and could see a similar 

drop this time given the almost complete standstill of 

the consumer.

Luxury still expensive, but its EPS is more cyclical than it 

gets credit for
Luxury EPS is not immune. All subsectors now falling

Source: Refinitiv
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Restricted - External

Autos are cheap & under-owned, but COVID-19 is yet another major headwind

• Autos bounced vs. the market, along with other deep 

value plays. 

• However, car sales are collapsing, with all regions (China, 

US, and Europe) now showing negative YoY volume 

growth of around -60%. China has rebounded as their 

lockdown ended; however, we expect the worst is to 

come for Europe & US, where lockdowns are in much 

earlier stages.

• Coronavirus will likely continue to cause acute issues in 

supply chains, and for end demand for an extended 

period.
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Autos valuations have de-rated sharply due to structural & 

cyclical headwinds, but a catalyst for re-rating is missing

Source: MSCI, Refinitiv, IBES, Barclays Research

Car sales growth globally has fallen precipitously

Source: Bloomberg

• This is on top of well-known secular headwinds such 

as the shift to electric drive trains, ride hailing and 

autonomous driving that won’t go away anytime soon. 

• These imply lower profits going forward even once 

capex winds down given higher value per car, with 

2020 being the crunch year.

• Valuation is already very low, and arguably contains a 

lot of uncertainty in the price already.

• The sector’s high correlation to PMI may prove more of 

a headwind if they fall as expected over the next few 

months.

May 05, 2020
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Restricted - External

Consumer Staples - UW

• We cut Staples to UW. The sector worked well as 

defensive Quality hedge ytd but could see some profit-

taking if PMIs stabilize and lacks positive catalysts, in 

our view. 

• Some of the more cyclical parts like Beverages have 

fared worse, but overall the sector has behaved 

defensively, in line with its relative EPS and with bund 

yields.

• The sector is not looking extremely expensive but lacks 

positive growth catalysts against Healthcare and 

Utilities. Staples are not immune to consumer slowdown 

and EPS and margins are falling across the subsectors.

Staples relative price now back in line with EPS

Source: MSCI, IBES, Refinitiv, Barclays Research

133

Margins had been improving, although suffered most 

recently

Source: Worldscope, Barclays Research

Food inflation is recovering, although relative earnings are 

already much higher than food CPI

Source: IBES, Refinitiv, Eurostat

May 05, 2020
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Restricted - External

Sector EPS have fallen, but price performance was helped by falling yields

• Staples typically move in the opposite direction to bond 

yields.

• Relative performance followed bund yields lower in Q3, 

fully discounting the defensive nature of the sector, but 

then they gave some performance back as the economy 

stabilised and a few companies missed consensus growth. 

We upgraded from UW to MW at the beginning of 2020.

• Organic sales growth has been strong, although there are 

risks with the virus, particularly in beverages.

• The sector valuation cheapened a little vs. the market as 

its more resilient EPS is holding up better than some other 

more cyclical sectors.
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Staples fully discounted Q3 bund yield move, gave back a 

lot of perf, but hasn’t reacted much to curr yield move

Source: MSCI, IBES, Refinitiv, Barclays Research

Staples P/E cheapened, then became expensive again 

given falls elsewhere in the market

Source: MSCI, IBES, Refinitiv, Barclays Research

May 05, 2020

EPS growth is now falling

Source: EPFR, Barclays Research
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Restricted - External

Healthcare OW 
Defensive growth with catalysts

• Healthcare sector has performed well during the sell-off 

but should continue to be supported by its defensive-

growth nature, in our view, while valuations are not 

particularly demanding and dividends look safe. 

• For the moment, US politics influence on the sector has 

receded. Biden is the presumptive Democrat nominee and 

is not expected to push for major changes. On the 

Republican side, President Trump’s approval ratings have 

fallen a little but re-election still looks highly possible. 

• Either outcome is less bad for the Healthcare sector than 

Democratic progressives, so its relative performance has 

likely been helped by this, as well as its defensive growth 

characteristics.

Healthcare relative performance vs bund yield

Source: MSCI, IBES, Refinitiv, Barclays Research
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With Biden the presumptive nominee, political headwinds 

for the sector fell

Source: Bloomberg Source: Bloomberg

May 05, 2020

Trump approval ratings falling marginally after initial bump
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Restricted - External

Valuation not excessive, weak EUR helps

• The sector’s valuation is not demanding for a 

defensive growth asset, in our view, and we prefer it 

to Staples.

• We don’t see a near-term risk to the sector’s strong 

fundamentals, and we expect it to continue to 

deliver in the coming 6-12m. 

• Recent outperformance makes it appear to be 

outperforming the recent EUR weakness (currently 

a small tailwind).
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Healthcare valuations do not look demanding for a 

defensive growth sector

Source: Refinitiv

European Healthcare relative vs. EURUSD

Source: Refinitiv

May 05, 2020
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Restricted - External

Financials MW
MW Banks – Cheap, for a reason

European Banks P/E relative at record lows

Source: IBES, MSCI, Barclays Research

137

European Banks P/Book relative at all-time lows, despite 

resilient ROE

Source: IBES, MSCI, Barclays Research

• We are MW Financials, with a preference for Insurance 

over Banks.

• Falling yields due to virus fears and central bank rate cuts 

are unhelpful, and Banks never enjoyed a relief bounce 

like most other sectors did. 

• Dividends across large parts of the banks sector have 

been suspended, and large provisions against loan losses 

are being made with Q1 results. 

• However, with yields at depressed levels, we believe it 

might not take much for a bounce, particularly if activity 

picks up.

• The proportion of European mutual funds overweight 

Banks currently stands at 30%, having bounced recently.

May 05, 2020

Investors continue to show a preference for higher-quality 

Insurance over Banks

Source: EPFR, Barclays Research
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Restricted - External

Earnings downside material…
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Banks EPS momentum follows the Eonia curve

Source: IBES, Bloomberg

• Banks earnings are likely to remain pressured if bond 

yields stay lower for longer and yield curve does not 

steepen sustainably.

• As credit volumes and quality are likely to weaken, this 

should hurt profitability and constrain shareholder payout.

May 05, 2020

Source: Refinitiv, Eurostat

Private loan likely to fall along with Banks’ ROE
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Restricted - External

…but capital and liquidity position is much stronger than in 2008
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European Bank Sector: Capital position strengthened since 

2008

Source: Bloomberg, Barclays Research

Banks move with bond yields

May 05, 2020

Source: Bloomberg, Barclays Research

European Bank sector: Deposit growth outstripped loan 

growth

Source: Refinitiv, Barclays Research

European Banks’ balance sheets are in better shape

Source: Bloomberg
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Restricted - External

OW Insurance – Resilient earnings, healthy capital
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Insurance has benefitted from the flight to quality…

Source: IBES, Refinitiv, Barclays Research

…and re-rated sharply vs Banks

Source: IBES, Refinitiv, Barclays Research

• We like Insurance due to its solid dividend yield, 

valuation and strong EPS momentum. Our sector 

analysts believe that Insurers’ capital position is strong, 

and while there has been regulatory pressure on the 

dividend, most companies are postponing their dividend 

until later in the year rather than cutting outright.

• We note, however, that Insurance has already 

outperformed Banks significantly as it benefitted from 

flight to quality and safety last year and further this year. 

• The relative P/Book between the two is looking very 

stretched at present, but likely reflects the lower 

earnings and balance sheet risk of Insurance vs Banks.

Insurance dividend yield is backed by strong earnings

Source: IBES, Refinitiv, Barclays Research
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Restricted - External

Information Technology OW
Secular growth intact
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• Tech is one of the better performing sectors ytd despite fears 

of coronavirus disrupting the tech supply chain. We raised the 

sector to OW on its initial underperformance, and it has done 

well since. We like the long-term secular growth the sector 

offers.

• Semis have done very well in anticipation of the inventory 

cycle turning, but did underperform substantially into the 

downturn. Meanwhile, Tech Hardware (mainly network 

equipment names in Europe) have already discounted a lot of 

bad news and profit warnings while Software should benefit 

from increasing activity levels.

• No doubt there will be disruption but several indicators in the 

Tech supply chain look good, including Tech PMI New Orders 

to Inventories, Export Orders and Semi sales.

MSCI Europe Technology relative performance and earnings, 

secular trend remains in place

Global ICT spending is forecast to continue growing, at 6% p.a

Source: IDC figures 2017-2019. Combination of IDC and Barclays Research estimates 2020-
2022Source: Bloomberg

SOX reconnecting with lower ISM

Source: MSCI, IBES, Refinitiv, Barclays Research
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Restricted - External

Tech indicators continue to recover, but valuations are not cheap
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…this is not the case in the US

Source: Markit, Bloomberg

SOX has rolled over despite the resilient leading indicators Tech valuation somewhat expensive again

Source: Refinitiv, Bloomberg Source: MSCI, IBES, Refinitiv, Barclays Research

Tech PMI new-orders-to-inventories bottomed out mid-2019

May 05, 2020

Taiwan tech exports were surging pre COVID-19

Taiwan Mfg PMI fell sharply, Semi sales to follow?

Source: Bloomberg, NDC, SIA
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Restricted - External

Telecoms MW
Defensive yield play, with persistent structural issues

• While we remain unexcited by the long-term growth 

prospects of the sector, we believe its elevated dividend 

yield is generally safe while earnings volatility is lower 

than other sectors. 

• Following years of underperformance, its valuation does 

not look demanding, in our view.

• However, the allure of relatively stable revenues and 

earnings make them more attractive in this virus-induced 

downturn, and we upgraded to MW.

Source: MSCI, IBES, Refinitiv, Barclays Research
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Source: IBES, Datastream Source: Worldscope, Barclays Research

Telecoms relative performance is lagging its improving EPS 

momentum
Capex requirement is not showing signs of abating

MSCI Europe Telecoms relative price is underperforming 

EPS, which has jumped

May 05, 2020
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Restricted - External

Sector looks cheap but lacks positive medium-term catalysts

Source: Worldscope
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Source: Datastream, Barclays ResearchSource: Eurostat, Refinitiv, Barclays Research

Telcos have fallen relatively despite plunging bund yields

Valuations continue to fall – consolidation could be a 

catalyst for a re-rating

Telcos remains weak vs. market despite negative CPI 

abating

• The sector has fallen vs. the market over the years, 

despite falling bund yields. Over the long run, the 

negative secular growth (deflationary pricing) is 

dominating, so over the very long run it has not 

behaved like a usual defensive asset despite the fall 

in bund yields. This is likely because pricing remains 

deflationary, causing a constant headwind to 

earnings for the sector.

• Consolidation could help with sector valuation and 

pricing, but we need to wait to see how the new 

European Commission will approach competition.
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Restricted - External

Utilities OW
Defensive value hedge…with growth catalyst

• Utilities are one of the best performing sectors since the 

virus crisis began, and ytd. We upgraded Utilities to OW 

in summer 2019* as we wanted to add a defensive sector, 

with Value characteristics as a hedge. 

• Since then, the story has evolved into an emerging 

secular growth story around renewables, which are now 

sustainably cheaper than using fossil fuels for new 

generation capacity. 

• Our sector analysts see Utilities benefiting from four 

major themes: Decarbonising power, Electrification of the 

economy, Decarbonisation of other fuels, 

Storing/removing carbon.

Utilities the new favourite defensive asset, outperforming 

during virus crisis due to emerging growth story

Source: IBES, MSCI, Refinitiv, Barclays Research
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Utilities P/E has fallen most recently as its defensive EPS is 

outperforming more cyclical parts of the market

Source: IBES, MSCI, Refinitiv, Barclays Research

Utilities underperformed 10 years in a row, driven by 

negative EPS momentum, until 2019

Source: IBES, MSCI, Refinitiv, Barclays Research

May 05, 2020

* Refer Turning more defensive - August Chart Pack, Aug 6 2019 for more details
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Restricted - External

Valuations are still not demanding vs. other Defensives

• Clearly, the improving Utilities outlook isn’t unnoticed 

by investors. We note that while the sector’s valuation 

has re-rated, its P/E multiple remains lower than for 

other defensives in Europe like Real Estate, Staples 

and Healthcare, and also lower than for US Utilities.

• Relative P/E has recently fallen as other sectors are 

seeing larger EPS downgrades, causing them to re-

rate.

• Renewables generation price now looks to be 

sustainably competitive with traditional generation. 

• This is driving a multi-year renewables capex boom, 

and turning renewables into a secular growth story.

Utilities trading expensive as they have re-rated on the 

defensive-growth thesis

Source: IBES, MSCI, Refinitiv, Barclays Research
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Utilities are not cheap vs. their own history, but still trade at 

a much lower P/E multiple than most defensive sectors

Source: IBES, 

The cost of new renewable electricity generation capacity is 

now sustainably below the cost of new CO2 emitting 

methods

Source: Barclays Research, Bloomberg. CCGT = combined cycle gas turbine. LCOE = levelised 
cost of electricity
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Restricted - External

Real Estate UW
Bond proxy, but retail and potentially office exposure a concern

• We stay UW the sector as headwinds are unlikely to 

dissipate in the short run. We recognise the sector 

has performed relatively well as it behaves like a bond 

much of the time, particularly in risk-off.

• At the start of 2020, our sector analysts viewed the 

sector as fully valued, with more stocks under 

coverage showing downside compared to those 

showing upside. 

• Significant retail exposure is a headwind for the sector 

in the current uncertain environment.

• If working from home becomes a more normal day-to-

day practice, office rents could suffer in the long term.

Real Estate Relative Performance vs EPS, EPS rebounding 

as other sectors’ EPS falls more

Source: MSCI, IBES, Refinitiv, Barclays Research
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Real Estate valuation not demanding

Source: Refinitiv, Barclays Research

Real Estate underperformed despite yield falling YTD

Source: Refinitiv, Barclays Research
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Fund Flows

Regional cumulative equity flows since 2016 ($bn)

Source: EPFR
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European funds’ sector positioning – Fund allocation gap to 

benchmark

Source: EPFR, Datastream

% of European funds OW per sector vs 5Y average

Source: EPFR, Datastream

Bond and Equity flows snapshot

Source: EPFR

May 05, 2020
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DM 0.1% 0.3% -0.1% 0.3% -0.5% 0.0%

Global 1.0% 0.1% 0.0% 1.6% 1.5% 0.0%

USA -0.2% 0.3% -0.1% -0.2% -0.5% 0.0%

Europe -2.1% -0.2% -1.9% -1.8% -6.1% -0.2%

Europe ex UK -2.9% -0.4% -2.7% -3.0% -8.2% -0.2%

UK 1.0% 0.6% 1.0% 2.7% 1.9% -0.2%

Japan 3.2% 1.8% 2.5% 2.8% 3.3% 0.4%

EM -1.5% -1.2% -2.5% 0.3% -4.0% -0.3%

Active Equity -2.1% 0.0% -1.8% -3.0% -6.3% -0.1%

Passive Equity 2.1% 0.3% 1.2% 3.8% 5.1% -0.1%

MM funds 19.7% 6.2% 18.2% 20.5% 28.5% 1.5%

Bonds -1.8% 0.6% -3.1% -0.5% 4.2% 0.2%
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Fund flows regional snapshot

May 05, 2020149

Source: Barclays Research, EPFR.
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150

Source: Bloomberg, Barclays Research

Activity heat maps
US

May 05, 2020

US HEAT MAP Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20

Macro

ISM MFG 59.2 60.6 58.9 58.4 59.0 59.9 58.2 60.8 59.3 58.5 58.8 55.0 55.5 54.1 54.6 53.4 52.3 51.6 51.3 48.8 48.2 48.5 48.1 47.8 50.9 50.1 49.1 41.5

ISM MFG NEW ORDERS 65.4 63.8 61.6 62.6 63.3 63.4 60.0 64.8 61.8 59.1 61.2 52.5 56.8 54.9 55.5 53.1 52.5 50.5 51.1 47.6 48.5 48.9 46.8 47.6 52.0 49.8 42.2 27.1

ISM MFG NEW ORDER - INV

ISM NON MFG 59.5 58.2 58.7 57.5 58.2 59.2 57.5 58.9 61.2 60.3 60.2 58.0 56.0 58.5 56.3 55.7 56.3 55.4 54.8 56.0 53.5 54.4 53.9 54.9 55.5 57.3 52.5

DODGE CONSTRUCTION 154 150 165 144 170 190 173 157 150 179 167 150 153 148 171 145 161 176 182 173 166 153 213 171 161 162 158

OECD US INDUSTRIAL CONFIDENCE 101.3 101.4 101.2 101.1 101.2 101.3 101.3 101.4 101.3 101.1 100.9 100.6 100.5 100.3 100.2 100.0 99.8 99.7 99.5 99.2 99.0 98.9 98.9 99.0 99.2 99.3 99.3 0.0

NFIB SMALL BIZ OPTIMISM 106.9 107.6 104.7 104.8 107.8 107.2 107.9 108.8 107.9 107.4 104.8 104.4 101.2 101.7 101.8 103.5 105.0 103.3 104.7 103.1 101.8 102.4 104.7 102.7 104.3 104.5 96.4 96.4

Inflation

CPI YOY 2.1 2.2 2.4 2.5 2.8 2.9 2.9 2.7 2.3 2.5 2.2 1.9 1.6 1.5 1.9 2.0 1.8 1.6 1.8 1.7 1.7 1.8 2.1 2.3 2.5 2.3 1.5

CORE CPI YOY 1.7 1.7 2.0 2.0 2.1 2.0 2.1 2.0 2.0 1.9 2.0 2.0 1.8 1.6 1.5 1.6 1.5 1.6 1.6 1.8 1.7 1.6 1.5 1.6 1.7 1.8

PPI YOY 0.3 0.2 0.2 -0.3 0.7 0.2 0.1 0.1 0.2 0.7 -0.8 -0.6 -0.6 0.4 1.1 0.5 0.0 -0.5 0.3 -0.3 -0.1 0.6 0.4 0.4 -0.1 -0.9 -1.1

Employment

NFP 121 406 176 137 278 219 136 244 80 201 134 182 269 1 147 210 85 182 194 207 208 185 261 184 214 275 -701

ISM NON MFG EMPLOYMENT 59.4 55.3 56.3 55.7 54.3 54.4 56.2 57.2 61.9 58.4 57.8 56.2 56.4 55.6 55.9 54.5 57.1 55.2 55.7 53.7 51.7 53.9 54.9 54.8 53.1 55.6 47.0

ISM MFG EMPLOYMENT 54.7 60.1 56.6 55.3 56.4 56.0 56.4 58.1 58.5 56.6 57.8 56.2 55.2 53.2 57.1 52.4 53.1 54.3 51.3 47.6 46.5 47.9 46.8 45.2 46.6 46.9 43.8 27.5

UNEMPLOYMENT 4.1 4.1 4.0 4.0 3.8 4.0 3.8 3.8 3.7 3.8 3.7 3.9 4.0 3.8 3.8 3.6 3.6 3.7 3.7 3.7 3.5 3.6 3.5 3.5 3.6 3.5 4.4

AVG. HOURLY EARNINGS YOY 2.7 2.6 2.8 2.8 2.9 2.9 2.8 3.2 3 3.3 3.4 3.4 3.3 3.5 3.4 3.3 3.3 3.4 3.5 3.5 3.1 3.2 3.3 3.0 3.1 3.0 3.1

Consumer

CONSUMER CONF 124.3 130.0 127.0 125.6 128.8 127.1 127.9 134.7 135.3 137.9 136.4 126.6 121.7 131.4 124.2 129.2 131.3 124.3 135.8 134.2 126.3 126.1 126.8 128.2 130.4 132.6 118.8 86.9

CONSUMER SENT 95.7 99.7 101.4 98.8 98.0 98.2 97.9 96.2 100.1 98.6 97.5 98.3 91.2 93.8 98.4 97.2 100.0 98.2 98.4 89.8 93.2 95.5 96.8 99.3 99.8 101.0 89.1 71.8

RETAIL SALES 4.0 4.5 4.7 4.3 6.2 5.5 6.1 5.7 3.4 4.4 3.6 0.9 2.5 2.0 3.6 3.9 3.0 3.6 3.6 4.3 4.0 3.3 3.3 5.6 4.9 4.5 -5.8

RETAIL SALES EX GAS & AUTOS -0.2 0.7 0.0 0.3 1.4 -0.3 0.7 0.0 -0.1 0.8 0.6 -2.6 2.8 -0.7 0.9 0.6 0.6 0.7 0.6 0.3 0.3 -0.4 0.4 1.0 -0.1 -2.8

Manufacturing & Industry

IP YOY -0.3 0.4 0.6 0.9 -0.8 0.8 0.4 0.8 0.1 0.2 0.5 0.0 -0.4 -0.5 0.1 -0.6 0.2 0.1 -0.2 0.7 -0.4 -0.4 0.9 -0.4 -0.5 0.5 -5.4

CAP UTIL 77.6 77.8 78.2 78.8 78.1 78.6 78.8 79.3 79.3 79.3 79.6 79.5 79.0 78.5 78.4 77.8 77.8 77.7 77.4 77.8 77.4 77.0 77.6 77.1 76.7 77.0 72.7

DURABLES GOODS EX TRANS 6.6 8.1 7.3 9.2 8.4 9.1 8.2 7.5 5.2 5.0 4.8 3.7 4.3 2.3 1.5 -0.1 0.2 0.4 -0.3 -0.2 -0.4 -0.8 -0.8 -1.1 -0.5 -1.0

CAPITAL GOODS EX AIRCRAFT & DEFENSE -0.4 1.1 -0.5 0.8 0.1 0.9 1 -0.2 0 0.7 -0.3 -0.1 1.2 0.3 -0.6 0.4 0.4 0 -0.7 -0.1 -0.8 0.7 -0.4 -0.4 1.1 -0.9

Housing

HOUSING STARTS 1,334 1,290 1,327 1,267 1,332 1,180 1,184 1,279 1,236 1,211 1,202 1,142 1,291 1,149 1,199 1,270 1,264 1,233 1,204 1,375 1,266 1,340 1,381 1,601 1,619 1,564 1,216

NAHB HOUSEBUILDERS 72 71 70 68 70 68 68 67 67 68 60 56 58 62 62 63 66 64 65 67 68 71 71 76 75 74 72 30

HOUSES SOLD 628 644 654 629 650 618 609 604 607 557 615 564 644 669 693 656 598 729 660 708 725 707 700 723 777 741

HOUSE PRICES 6.2 6.4 6.5 6.4 6.3 6.1 5.9 5.7 5.4 5.3 5.0 4.6 4.2 3.9 3.7 3.6 3.5 3.3 3.2 3.2 3.2 3.2 3.4 3.7 3.9 4.2
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Eurozone
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Source: Datastream, Bloomberg, Barclays Research

Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20

Eurozone
Macro

Composite PMI 58.8 57.1 55.2 55.1 54.1 54.9 54.3 54.5 54.1 53.1 52.7 51.1 51 51.9 51.6 51.5 51.8 52.2 51.5 51.9 50.1 50.6 50.6 50.9 51.3 51.6 29.7 13.5

Mfg PMI 59.6 58.6 56.6 56.2 55.5 54.9 55.1 54.6 53.2 52 51.8 51.4 50.5 49.3 47.5 47.9 47.7 47.6 46.5 47 45.7 45.9 46.9 46.3 47.9 49.2 44.5 33.4

Services PMI 58 56.2 54.9 54.7 53.8 55.2 54.2 54.4 54.7 53.7 53.4 51.2 51.2 52.8 53.3 52.8 52.9 53.6 53.2 53.5 51.6 52.2 51.9 52.8 52.5 52.6 26.4 11.7

Construction PMI 57 53.9 50.6 52.5 52.7 51.9 50.3 51 51.6 52.2 53 53.1 50.6 52.6 52.2 52.1 50.6 50.8 50.6 49.1 50.5 50.7 50.6 51.3 51.9 52.5 33.5 33.5

EU manufacturing confidence 10.3 9.1 7.4 8.3 7.6 8 6.4 6.3 5.7 4.5 4.7 2.6 0.7 -0.1 -1.4 -4 -2.6 -5.3 -7.1 -5.6 -8.7 -9.3 -8.9 -9.3 -7 -6.2 -11.2 -30.4

EU services confidence 16.3 17.5 16.6 15.4 14.9 15 15.8 14.8 15.3 14.1 14 12.2 11.1 12.2 11.6 11.8 12.1 11.1 10.6 9.1 9.5 9 9.2 11.3 11 11.1 -2.3 -35

IP ex const. y/y% 3.4 2 2.7 1.4 2.4 2.4 -0.2 0.7 0.6 0.9 -3.1 -4.3 -0.6 -0.1 -0.7 -0.8 -1.2 -2.3 -1.6 -2.3 -1.4 -1.7 -1.4 -3.4 -1.7 -1.9 -1.9 -1.9

Inflation

Headline CPI y/y% 1.3% 1.1% 1.4% 1.2% 2.0% 2.0% 2.2% 2.1% 2.1% 2.3% 1.9% 1.5% 1.4% 1.5% 1.4% 1.7% 1.2% 1.30% 1.00% 1.00% 0.80% 0.70% 1.00% 1.30% 1.40% 1.20% 0.70% 0.40%

Core CPI y/y% 1.0% 1.0% 1.1% 0.7% 1.2% 1.0% 1.1% 1.0% 1.0% 1.2% 0.9% 0.9% 1.1% 1.0% 0.8% 1.3% 0.8% 1.10% 0.90% 0.90% 1.00% 1.10% 1.30% 1.30% 1.10% 1.20% 1.00% 0.90%

Consumer

EU consumer confidence -3.2 -3.5 -4.2 -4.4 -4.8 -4.8 -4.7 -4.9 -5.6 -5.3 -6.1 -7.7 -7.4 -6.9 -6.6 -7.4 -6.5 -7.2 -6.6 -7.1 -6.6 -7.6 -7.2 -8.1 -8.1 -6.6 -11.6 -22.7

Retail sales ex autos y/y% 2.7% 2.2% 2.3% 3.0% 2.9% 2.8% 2.2% 3.2% 1.1% 4.5% 2.2% 1.3% 2.6% 3.4% 2.4% 2.7% 1.9% 3.0% 3.0% 3.2% 3.2% 2.0% 2.9% 2.8% 2.8% 3.5%

Car sales y/y% 7.1% 4.3% -5.3% 9.6% 0.8% 10.5% 10.5% 31.2% -23.5% -7.3% -8.0% -8.4% -4.6% -1.0% -3.9% -0.4% 0.1% 1.4% 1.4% -8.4% 14.5% 8.7% 4.9% 21.7% -7.5% -7.4% -55.1%

Lending

Money supply M1, y/y% 8.8% 8.4% 7.4% 7.1% 7.5% 7.4% 7.0% 6.5% 6.8% 6.8% 6.7% 6.6% 6.2% 6.7% 7.5% 7.4% 7.1% 7.2% 7.8% 8.4% 7.9% 8.4% 8.3% 8.0% 7.9% 8.1% 10.3%

Loans to Non Fin corps. y/y% 2.4% 2.2% 2.4% 2.6% 2.9% 2.7% 3.1% 3.2% 3.2% 3.0% 3.1% 2.9% 2.3% 2.7% 2.5% 2.8% 2.8% 3.3% 3.3% 3.5% 2.9% 3.1% 2.6% 2.6% 2.6% 2.4% 4.8%

Loans to Households y/y% 3.1% 2.9% 3.0% 2.9% 3.0% 3.0% 3.3% 3.1% 3.1% 3.2% 3.2% 3.0% 3.2% 3.2% 3.1% 3.1% 3.1% 3.2% 3.2% 3.3% 3.2% 3.3% 3.3% 3.5% 3.7% 3.9% 3.3%

Country snapshot

Germany

Composite PMI 59 57.6 55.1 54.6 53.4 54.8 55 55.6 55 53.4 52.3 51.6 52.1 52.8 51.4 52.2 52.6 52.6 50.9 51.7 48.5 48.9 49.4 50.2 51.2 50.7 35 17.1

Mfg PMI 61.1 60.6 58.2 58.1 56.9 55.9 56.9 55.9 53.7 52.2 51.8 51.5 49.7 47.6 44.1 44.4 44.3 45 43.2 43.5 41.7 42.1 44.1 43.7 45.3 48.0 45.4 34.5

Services PMI 57.3 55.3 53.9 53 52.1 54.5 54.1 55 55.9 54.7 53.3 51.8 53 55.3 55.4 55.7 55.4 55.8 54.5 54.8 51.4 51.6 51.7 52.9 54.2 52.5 31.7 15.9

Construction PMI 59.8 52.7 47 50.9 53.9 53 50 51.5 50.2 49.8 51.3 53.3 50.7 54.7 55.6 53 51.4 50 49.5 46.3 50.1 51.5 52.5 53.8 54.9 55.8 42

Consumer Confidence 2.8 3.1 2.2 1.3 0.9 0.4 -0.6 0.7 1.2 0.9 0.8 -0.4 -0.4 -0.2 -0.1 -0.7 -1.4 -3.1 -2.9 -3.9 -2.4 -4.1 -2.0 -3.7 -3.6 -2.6 -7.6 -16.3

France

Composite PMI 59.6 57.3 56.3 56.9 54.2 55 54.4 54.9 54 54.1 54.2 48.7 48.2 50.4 48.9 50.1 51.2 52.7 51.9 52.9 50.8 52.6 52.1 52 51.1 52 28.9 11.2

Mfg PMI 58.4 55.9 53.7 53.8 54.4 52.5 53.3 53.5 52.5 51.2 50.8 49.7 51.2 51.5 49.7 50 50.6 51.9 49.7 51.1 50.1 50.7 51.7 50.4 51.1 49.8 43.2 31.5

Services PMI 59.2 57.4 56.9 57.4 54.3 55.9 54.9 55.4 54.8 55.3 55.1 49 47.8 50.2 49.1 50.5 51.5 52.9 52.6 53.4 51.1 52.9 52.2 52.4 51.0 52.5 27.4 10.4

Consumer Confidence -4.7 -6.8 -6.3 -7.5 -8.1 -9.7 -8.8 -9.6 -12.6 -10.9 -13.9 -17.5 -13.8 -11.6 -10.8 -11.1 -9.5 -9.3 -7.3 -7.7 -5.6 -6.3 -6.0 -8.8 -9.0 -7.3 -11.4 -19.0

Italy

Composite PMI 59 56 53.5 52.9 52.9 53.9 53 51.7 52.4 49.3 49.3 50 48.8 49.6 51.5 49.5 49.9 50.1 51 50.3 50.6 50.8 49.6 49.3 50.4 50.7 20.2 20.2

Mfg PMI 59 56.8 55.1 53.5 52.7 53.3 51.5 50.1 50 49.2 48.6 49.2 47.8 47.7 47.4 49.1 49.7 48.4 48.5 48.7 47.8 47.7 47.6 46.2 48.9 48.7 40.3 31.1

Services PMI 57.7 55 52.6 52.6 53.1 54.3 54 52.6 53.3 49.2 50.3 50.5 49.7 50.4 53.1 50.4 50 50.5 51.7 50.6 51.4 52.2 50.4 51.1 51.4 52.1 17.4

Consumer Confidence -11.1 -11.1 -11.3 -10.5 -12.0 -9.4 -8.8 -9.5 -9.9 -9.5 -10.7 -10.2 -10.5 -11.8 -13.1 -13.4 -12.1 -14.0 -11.8 -12.9 -13.8 -14.4 -16.1 -14.2 -13.2 -13.7 -21.2

Spain

Composite PMI 56.7 57.1 55.8 55.4 55.9 54.8 52.7 53 52.5 53.7 53.9 53.4 54.5 53.5 55.4 52.9 52.1 52.1 51.7 52.6 51.7 51.2 51.9 52.7 51.5 51.8 26.7 26.7

Mfg PMI 55.2 56 54.8 54.4 53.4 53.4 52.9 53 51.4 51.8 52.6 51.1 52.4 49.9 50.9 51.8 50.1 47.9 48.2 48.8 47.7 46.8 47.5 47.4 48.5 50.4 45.7 30.8

Services PMI 56.9 57.3 56.2 55.6 56.4 55.4 52.6 52.7 52.5 54 54 54 54.7 54.5 56.8 53.1 52.8 53.6 52.9 54.3 53.3 52.7 53.2 54.9 52.3 52.1 23

Consumer Confidence -2.8 -2.9 -5.9 -4.9 -3.2 -0.8 -1.4 -3.3 -6.4 -6.5 -4.9 -7.2 -6.9 -5.4 -2.0 -6.1 -3.7 -2.1 -4.9 -6.2 -6.2 -9.1 -10.3 -12.1 -11.5 -7.9 -11.6 -29.2
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UK

Source: Datastream, Bloomberg, Barclaycard.
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Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20

Macro

Composite PMI 53.4 54.5 52.4 53.2 54.4 55.1 53.5 54.2 54.1 52.1 50.8 51.4 50.3 51.5 50 50.9 50.9 49.7 50.7 50.2 49.3 50 49.3 49.3 53.3 53 36 12.9

Mfg PMI 55.2 55.3 54.8 53.8 54.3 54 53.9 52.9 53.7 51.1 53.3 54.3 52.8 52.1 55.1 53.1 49.4 48 48 47.4 48.3 49.6 48.9 47.5 50 51.7 47.8 32.9

Services PMI 53 54.5 51.7 52.8 54 55.1 53.5 54.3 53.9 52.2 50.4 51.2 50.1 51.3 48.9 50.4 51 50.2 51.4 50.6 49.5 50 49.3 50 53.9 53.2 34.5 12.3

Construction PMI 50.2 51.4 47 52.5 52.5 53.1 55.8 52.9 52.1 53.2 53.4 52.8 50.6 49.5 49.7 50.5 48.6 43.1 45.3 45 43.3 44.2 45.3 44.4 48.4 52.6 39.3

Industrial confidence 12.3 6.7 -1.4 4.2 3.8 7.4 8 9.1 5.2 -3.0 3.8 8.1 3.4 0.9 -1.4 -5.9 -11.1 -8.7 -16.2 -9.7 -25.3 -22 -15.3 -20.2 -16 -8.9 -20.9

Lloyds business confidence 35 33 32 32 35 29 29 23 29 19 24 17 19 4 10 14 10 13 13 1 2 6 9 10 23 23 6

Inflation

CPI 3.0% 2.7% 2.5% 2.4% 2.4% 2.4% 2.5% 2.7% 2.4% 2.4% 2.3% 2.1% 1.8% 1.9% 1.9% 2.1% 2.0% 2.0% 2.1% 1.7% 1.7% 1.5% 1.5% 1.3% 1.8% 1.7% 1.5%

Halifax House Px y/y% 3.5% 4.2% 3.3% 3.0% 3.2% 3.5% 3.3% 2.6% 2.1% 2.8% 2.5% 2.0% 1.9% 2.5% 2.8% 2.4% 1.6% 1.2% 1.5% 1.8% 1.1% 0.8% 2.2% 4.0% 4.0% 2.7% 3.0%

Nationwide House Px y/y% 3.2% 2.2% 2.1% 2.6% 2.4% 2.0% 2.5% 2.0% 2.0% 1.6% 1.9% 0.5% 0.1% 0.4% 0.7% 0.9% 0.6% 0.5% 0.3% 0.6% 0.2% 0.4% 0.8% 1.4% 1.9% 2.3% 3.0%

Labour

Unemployment 4.3% 4.2% 4.2% 4.2% 4.2% 4.0% 4.0% 4.0% 4.1% 4.1% 4.0% 4.0% 3.9% 3.9% 3.8% 3.8% 3.8% 3.9% 3.8% 3.9% 3.8% 3.8% 3.8% 3.8% 3.9% 4.0%

REC Wage survey 62.3 61.5 60 60.5 63.4 61.8 60.2 62.4 64.5 64.3 63.2 62.6 63.4 61.5 59.3 59.2 58.9 59.1 58.8 55.5 58.6 57.9 55.2 57.5

Avg Wkly Earnings y/y%, whole econ (3ma) 2.7% 2.8% 2.9% 2.7% 2.6% 2.2% 2.6% 2.8% 3.0% 3.4% 3.4% 3.6% 3.4% 3.5% 3.2% 3.4% 3.5% 4.0% 3.9% 3.7% 3.7% 3.2% 3.2% 2.9% 3.1% 2.8%

Consumer

GFK consumer conf -9 -10 -7 -9 -7 -9 -10 -7 -9 -10 -13 -14 -14 -13 -13 -13 -10 -13 -11 -14 -12 -14 -14 -11 -9 -7 -34

Retail sales ex fuel y/y% 4.8% 4.3% 3.3% 2.8% 6.4% 4.5% 5.0% 4.6% 4.1% 3.5% 4.2% 3.8% 4.5% 4.6% 6.7% 4.6% 2.0% 4.0% 3.6% 2.9% 3.2% 3.3% 1.1% 1.0% 2.2% 1.0%

Barclaycard spending growth y/y% 3.9% 3.8% 2.0% 3.4% 5.1% 5.1% 5.0% 4.5% 3.9% 4.4% 3.3% 1.8% 2.9% 1.2% 3.1% 2.5%

Lending

Mortgage lending y/y% 3.5% 3.5% 3.4% 3.5% 3.5% 3.4% 3.4% 3.3% 3.3% 3.4% 3.3% 3.3% 3.3% 3.3% 3.2% 3.3% 3.2% 3.2% 3.3% 3.3% 3.3% 3.4% 3.4% 3.4% 3.4% 3.5%

Unsecured Lending y/y% 10.1% 10.2% 9.6% 9.8% 9.7% 9.8% 9.4% 9.1% 8.8% 8.3% 8.1% 7.5% 7.5% 7.3% 7.2% 6.8% 6.5% 6.3% 6.4% 6.2% 6.0% 6.2% 5.9% 6.1% 6.0% 5.7%

Credit card lending y/y% 9.4% 9.5% 8.8% 8.8% 9.3% 9.4% 8.9% 8.9% 8.6% 8.2% 7.8% 7.0% 6.5% 6.4% 6.6% 5.8% 5.5% 5.1% 5.2% 4.9% 4.4% 4.7% 3.9% 4.5% 4.3% 3.5%
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Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 Jan-20 Feb-20 Mar-20 Apr-20

PMI mfg

Caixan 51.5 51.6 51.0 51.1 51.1 51.0 50.8 50.6 50.0 50.1 50.2 49.7 48.3 49.9 50.8 50.2 50.2 49.4 49.9 50.4 51.4 51.7 51.8 51.5 51.1 40.3 50.1 49.4

NBS 51.3 50.3 51.5 51.4 51.9 51.5 51.2 51.3 50.8 50.2 50.0 49.4 49.5 49.2 50.5 50.1 49.4 49.4 49.7 49.5 49.8 49.3 50.2 50.2 50.0 35.7 52.0 50.8

PMI Services

Caixan 54.7 54.2 52.3 52.9 52.9 53.9 52.8 51.5 53.1 50.8 53.8 53.9 53.6 51.1 54.4 54.5 52.7 52.0 51.6 52.1 51.3 51.1 53.5 52.5 51.8 26.5 43.0

NBS 55.3 54.4 54.6 54.8 54.9 55.0 54.0 54.2 54.9 53.9 53.4 53.8 54.7 54.3 54.8 54.3 54.3 54.2 53.7 53.8 53.7 52.8 54.4 53.5 54.1 29.6 52.3 53.2

PMI Composite

Caixan 53.7 53.3 51.8 52.3 52.3 53.0 52.3 52.0 52.1 50.5 51.9 52.2 50.9 50.7 52.9 52.7 51.5 50.6 50.9 51.6 51.9 52.0 53.2 52.6 51.9 27.5 46.7

Industry

FAI, y/y% 7.2% 7.9% 7.5% 7.0% 6.1% 6.0% 5.5% 5.3% 5.4% 5.7% 5.9% 5.9% 5.9% 6.1% 6.3% 6.1% 5.6% 5.8% 5.7% 5.5% 5.4% 5.2% 5.2% 5.4% 5.4% -24.5% -16.1%

IP, y/y% 7.2% 6.0% 7.0% 6.8% 6.0% 6.0% 6.1% 5.8% 5.9% 5.4% 5.7% 5.3% 5.3% 8.5% 5.4% 5.0% 6.3% 4.8% 4.4% 5.8% 4.7% 6.2% 6.9% -13.5% -1.1%

Rail freight, y/y% 7.6% 0.7% 2.3% 1.5% 10.9% 10.2% 9.6% 7.1% 8.9% 7.9% 8.7% 7.1% 6.2% -1.6% 0.7% 9.1% 4.9% 2.6% 4.2% 3.2% 3.3% 4.4%

Electricity consumtion y/y% 12.8% 12.8% 4.3% 7.6% 11.7% 8.0% 6.8% 8.8% 8.4% 7.0% 6.3% 8.8% 4.8% 4.8% 7.6% 6.1% 2.3% 5.7% 2.9% 3.8% 4.4% 5.4% 4.7% 13.8% -7.8% -7.8% -4.1%

Steel PMI 48.0 34.1 64.9 58.3 51.0 46.6 46.6 49.8 56.5 55.8 48.6 45.4 48.8 35.3 61.8 59.0 51.1 46.5 48.3 50.9 52.9 51.2 51.2 50.1 39.4 38.0 56.9 57.7

Li Keqiang index 11.2 9.7 6.4 8.2 11.2 9.8 9.5 9.6 8.9 8.8 8.4 9.3 7.8 6.2 7.8 8.7 6.4 6.9 6.1 6.3 7.5 7.4 7.4 8.4 0.9 2.3

Housing & Real estate

70 city house price index, y/y% 5.4% 5.8% 5.5% 5.3% 5.4% 5.8% 6.6% 8.0% 8.9% 9.7% 10.3% 10.6% 10.8% 11.1% 11.3% 11.4% 11.3% 10.8% 10.1% 9.1% 8.6% 8.0% 7.3% 6.8% 6.5% 5.9% 5.4%

100 city house price index, y/y% 7.0% 6.9% 6.3% 5.9% 5.7% 5.6% 5.4% 5.3% 5.3% 5.4% 5.2% 5.1% 4.9% 4.6% 4.4% 4.3% 4.0% 3.9% 3.8% 3.7% 3.6% 3.2% 3.2% 3.3% 3.4% 3.1% 3.0%

Residential Floor space started 15.1% 6.4% 12.9% 10.0% 16.4% 16.3% 27.0% 29.3% 28.3% 21.1% 18.2% 20.1% 23.0% 13.9% 11.6% 13.9% 14.2% 10.5% 6.1% 5.9% 6.0% 13.4% 11.6% 11.6% 3.5% -18.2% -27.7%

Residential Floor space sold 4.0% 3.3% 2.5% 0.1% 2.2% 3.2% 8.4% 6.5% 4.3% 0.0% -2.0% -0.8% -0.2% -0.3% -0.6% 0.5% 0.3% -1.0% -0.9% 3.1% 5.0% 5.6% 3.9% 2.8% 1.6% -19.2% -26.5%

Consumer

Auto sales 11.5% -11.4% 4.5% 11.3% 9.1% 4.7% -4.2% -3.8% -11.6% -12.0% -13.9% -13.0% -15.7% -13.7% -5.1% -14.6% -16.4% -9.6% -4.3% -6.9% -5.2% -4.0% -3.6% -0.1% -18.6% -79.1% -43.2%

Retail sales 9.7% 10.1% 9.4% 8.5% 9.0% 8.8% 9.0% 9.2% 8.6% 8.1% 8.2% 8.2% 8.7% 7.2% 8.6% 9.8% 7.6% 7.5% 7.8% 7.2% 8.0% 8.0% -20.5% -15.8%

Monetary conditions

Real M1 y/y% 13.5% 5.6% 5.0% 5.4% 4.2% 4.7% 3.0% 1.6% 1.5% 0.2% -0.7% -0.4% -1.3% 0.5% 2.3% 0.4% 0.7% 1.7% 0.3% 0.6% 0.4% -0.5% -1.0% -0.1% -5.4% -0.4% 0.7%

Lending growth y/y% 13.2% 12.8% 12.8% 12.7% 12.6% 12.7% 13.2% 13.2% 13.2% 13.1% 13.1% 13.5% 13.4% 13.4% 13.7% 13.5% 13.4% 13.0% 12.6% 12.4% 12.5% 12.4% 12.4% 12.3% 12.1% 12.1% 12.7%

FX reserves ($bn) 3,161 3,134 3,143 3,125 3,111 3,112 3,118 3,110 3,087 3,053 3,062 3,073 3,088 3,090 3,099 3,095 3,101 3,119 3,104 3,107 3,092 3,105 3,096 3,108 3,115 3,107 3,061

New loan creation (CNY bn) 2,893 839 1,117 1,177 1,152 1,842        1,453 1,275 1,384 697 1,249 1,084 3,229 886 1,694 1,016 1,184 1,664 1,056 1,209 1,691 661 1,388 1,140 3,340 906 2,853

Barclay's Alternative Credit Impulse -8.1% -8.3% -8.5% -8.0% -8.5% -9.5% -10.7% -9.9% -10.6% -11.0% -11.3% -10.7% -6.0% -6.0% -3.2% -3.5% -2.4% -0.4% -0.7% -0.8% -0.1% 0.5% 1.7% 2.0% 1.8% 2.3%
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Equity Markets Snapshot

Source: Datastream, IBES, Barclays Research, as of May 4, 2020
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 -1m  -3m  -12m  Ytd  -1m  -3m  -12m  Ytd 18 19e 20e Current 10Y Median
Current vs 

Median
Current 10Y Median

Current vs 

Median

Dividend

Yield
ROE

MSCI AC World 11% -16% -8% -15% 12% -16% -9% -16% -2% -12% 22% 16.5 14.5 14% 2.1 2.1 3% 3.1% 12.6%

    Developed 12% -16% -8% -14% 12% -16% -8% -15% -1% -15% 23% 17.4 15.0 16% 2.2 2.2 4% 3.1% 12.8%

        USA 15% -14% -3% -12% 15% -14% -3% -12% 1% -16% 24% 19.6 16.0 23% 3.3 2.8 18% 2.7% 15.8%

        Japan 7% -15% -11% -17% 9% -13% -7% -15% -5% -17% 7% 13.3 13.5 -1% 1.1 1.3 -11% 2.8% 8.6%

        Europe 5% -21% -17% -21% 7% -23% -19% -24% -2% -19% 24% 14.6 13.7 7% 1.5 1.7 -11% 3.8% 11.3%

            Energy -10% -34% -43% -39% -9% -37% -46% -42% -18% -68% 128% 17.2 10.8 60% 0.8 1.3 -38% 10.4% 9.4%

            Materials 6% -19% -19% -22% 8% -21% -22% -25% -20% -20% 23% 14.9 13.4 11% 1.5 1.8 -14% 4.1% 11.0%

            Industrials 8% -28% -20% -27% 9% -29% -22% -29% 8% -25% 31% 16.4 15.1 9% 2.6 2.8 -8% 2.7% 17.0%

            C Discretionary 12% -24% -21% -26% 13% -25% -23% -28% -11% -35% 56% 16.8 12.7 32% 1.6 2.1 -24% 2.5% 12.1%

            C Staples 2% -12% -8% -10% 3% -14% -9% -13% 8% -4% 9% 18.1 18.0 1% 3.1 3.3 -8% 3.1% 18.0%

            Healthcare 7% -4% 13% -1% 8% -5% 14% -3% 7% 2% 12% 17.0 15.5 10% 3.9 3.7 6% 2.8% 17.2%

            Financials 6% -33% -33% -34% 8% -34% -35% -36% -2% -22% 21% 8.6 10.3 -17% 0.6 0.9 -29% 5.6% 8.4%

            Technology 12% -15% -4% -12% 13% -17% -6% -15% 11% -7% 27% 21.0 18.4 14% 3.8 3.2 18% 1.3% 12.3%

            Telecom 3% -22% -24% -23% 4% -24% -27% -26% -3% -4% 13% 11.9 13.7 -13% 1.3 1.6 -20% 5.6% 9.8%

            Utilities 4% -19% 0% -12% 5% -21% -3% -16% 1% 8% 8% 13.5 13.5 0% 1.7 1.5 17% 4.7% 11.6%

            Real Estate 4% -30% -25% -29% 6% -31% -27% -32% 2% -4% 7% 14.0 18.1 -23% 0.8 1.0 -27% 5.7% 4.8%

        UK 6% -23% -23% -24% 7% -27% -27% -29% -5% -27% 25% 13.0 12.7 3% 1.4 1.8 -21% 5.6% 11.9%

        Eurozone 7% -24% -20% -24% 8% -25% -21% -26% -4% -18% 26% 13.9 13.2 5% 1.3 1.5 -12% 3.5% 9.9%

            Germany 10% -21% -19% -21% 11% -22% -21% -24% -10% -14% 33% 13.4 12.4 8% 1.3 1.6 -17% 3.6% 8.8%

            France 6% -26% -21% -26% 7% -27% -23% -28% -3% -22% 29% 14.5 13.5 8% 1.4 1.5 -8% 3.0% 9.9%

            Spain 1% -30% -30% -30% 2% -31% -31% -32% -8% -20% 17% 11.2 11.8 -5% 0.9 1.3 -30% 6.3% 10.6%

            Italy 2% -30% -25% -29% 3% -31% -27% -31% 4% -27% 24% 11.0 11.3 -3% 0.9 1.0 -8% 4.5% 9.5%

            Netherlands 9% -16% -8% -15% 10% -17% -10% -17% 2% -7% 19% 17.3 14.5 19% 2.1 2.0 9% 2.3% 12.3%

            Switzerland 2% -13% -3% -11% 3% -13% 2% -11% 8% -5% 14% 18.1 16.1 13% 2.7 2.5 8% 3.0% 14.9%

            Sweden 6% -18% -12% -16% 10% -20% -15% -20% 15% -26% 27% 16.2 14.9 9% 1.9 2.1 -11% 3.2% 17.0%

            Denmark 6% -5% 14% -1% 7% -6% 11% -4% -3% -11% 31% 24.9 17.1 45% 4.1 3.5 16% 1.8% 17.3%

            Norway 3% -16% -17% -18% 4% -25% -30% -30% -8% -24% 31% 13.8 12.0 15% 1.6 1.6 -1% 6.0% 10.0%

        Canada 13% -16% -12% -14% 13% -21% -16% -20% 6% -23% 26% 14.9 14.2 5% 1.6 1.9 -14% 3.7% 11.8%

        Australia 4% -25% -17% -22% 10% -28% -24% -29% 0% -12% -5% 15.8 14.6 8% 1.7 2.0 -13% 5.5% 11.9%

    EM 6% -14% -13% -15% 7% -18% -18% -20% -3% 3% 20% 11.9 11.1 7% 1.5 1.6 -7% 3.5% 11.2%

        Brazil 13% -31% -19% -31% 7% -48% -43% -51% 7% -12% 28% 11.2 10.6 6% 1.6 1.5 4% 3.3% 14.8%

        Mexico 10% -19% -17% -16% 11% -38% -35% -35% -2% 2% 17% 11.6 16.4 -29% 1.7 2.7 -37% 4.6% 12.9%

        Chile 4% -19% -26% -18% 7% -24% -40% -27% -23% 10% 16% 11.4 15.3 -25% 1.2 1.8 -33% 4.5% 9.1%

        Russia 1% -18% -4% -18% 3% -30% -16% -31% -9% -27% 17% 5.9 5.2 13% 0.8 0.8 -1% 9.3% 15.8%

        India 16% -20% -19% -21% 16% -25% -26% -25% 8% 12% 23% 16.1 16.5 -3% 2.5 3.0 -16% 1.6% 13.0%

        China 4% -7% -9% -9% 3% -7% -9% -9% 22% 4% 18% 12.2 10.5 15% 1.7 1.6 4% 3.0% 12.3%

        Taiwan 10% -9% -1% -11% 11% -8% 2% -11% -6% 6% 14% 14.7 13.5 9% 1.8 1.9 -1% 4.2% 11.4%

        Korea 8% -14% -10% -14% 8% -17% -15% -19% -45% 29% 36% 10.6 9.4 13% 0.9 1.1 -19% 2.7% 6.3%

        South Africa 13% -14% -21% -14% 14% -32% -39% -36% 6% 21% 17% 9.5 13.6 -30% 1.8 2.4 -27% 3.6% 12.1%

        Turkey 8% -21% -2% -17% 2% -33% -17% -30% -10% 11% 32% 5.8 8.7 -33% 0.9 1.5 -36% 2.9% 11.7%

Performance (local currency) DY & ROEP/BookFwd P/EEPS y/yPerformance (U$)
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European Index year-end targets

• We set our index targets using our earnings growth 

and P/E forecast models. These use as inputs the 

house views on growth, inflation, FX rates, bond 

yields, and commodity prices. 

• The single-digit upside to our price targets is a 

combination of low single-digit earnings growth and a 

small amount of P/E expansion, as we believe P/Es 

have contracted too far given the slowing-but-still-

resilient growth environment we expect over the 

coming year. 

Barclays’ Dec-20 Index targets

Source: Barclays Research, Bloomberg. Current price as at market close on Apr 4, 2020
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MSCI Eurozone long-term CAGR is 5%

Source: Datastream

MSCI UK long-term CAGR is 4%

Source: Datastream
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FTSE 100 SXXE SXXP

IBES 20e EPS growth -28% -18% -18%

IBES 21e EPS growth 27% 26% 24%

Barclays 20e EPS growth -33% -23% -28%

Barclays 21e EPS growth 15% 25% 20%

Barclays Forecast Dec 20e P/E 14.5 15.5 17.0

Current Price       5,754        310        328 

Barclays Dec 20e Target     6,300       345       365 

%Up/downside 9% 11% 11%



Restricted - External

Analyst(s) Certification(s):

We, Emmanuel Cau, CFA, Matthew Joyce, CFA, Sarah Wilkinson, Magesh Kumar Chandrasekaran, CFA and Arihanth Bohra Jain, hereby certify (1) that the views expressed in this research report accurately 

reflect our personal views about any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is or will be directly or indirectly related to the specific 

recommendations or views expressed in this research report.

Important Disclosures:

Barclays Capital Inc. and/or one of its affiliates does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that 

could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

This research report has been prepared in whole or in part by equity research analysts based outside the US who are not registered/qualified as research analysts with FINRA.

Barclays Research is produced by the Investment Bank of Barclays Bank PLC and its affiliates (collectively and each individually, "Barclays"). All authors contributing to this research report are Research Analysts 

unless otherwise indicated. The publication date at the top of the report reflects the local time where the report was produced and may differ from the release date provided in GMT.

Availability of Disclosures:

Where any companies are the subject of this research report, for current important disclosures regarding those companies please refer to https://publicresearch.barclays.com or alternatively send a written request 

to: Barclays Research Compliance, 745 Seventh Avenue, 13th Floor, New York, NY 10019 or call +1-212-526-1072.

The analysts responsible for preparing this research report have received compensation based upon various factors including the firm's total revenues, a portion of which is generated by investment banking 

activities, the profitability and revenues of the Markets business and the potential interest of the firm's investing clients in research with respect to the asset class covered by the analyst.

Research analysts employed outside the US by affiliates of Barclays Capital Inc. are not registered/qualified as research analysts with FINRA.  Such non-US research analysts may not be associated persons of 

Barclays Capital Inc., which is a FINRA member, and therefore may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held by a 

research analyst’s account.

Analysts regularly conduct site visits to view the material operations of covered companies, but Barclays policy prohibits them from accepting payment or reimbursement by any covered company of their travel 

expenses for such visits.

Barclays Research Department produces various types of research including, but not limited to, fundamental analysis, equity-linked analysis, quantitative analysis, and trade ideas. Recommendations contained in 

one type of Barclays Research may differ from those contained in other types of Barclays Research, whether as a result of differing time horizons, methodologies, or otherwise.

In order to access Barclays Statement regarding Research Dissemination Policies and Procedures, please refer to https://publicresearch.barcap.com/S/RD.htm. In order to access Barclays Research Conflict 

Management Policy Statement, please refer to: https://publicresearch.barcap.com/S/CM.htm.

Risk Disclosure(s)

Master limited partnerships (MLPs) are pass-through entities structured as publicly listed partnerships. For tax purposes, distributions to MLP unit holders may be treated as a return of principal.  Investors should 

consult their own tax advisors before investing in MLP units.

Unless otherwise indicated, prices are sourced from Bloomberg and reflect the closing price in the relevant trading market, which may not be the last available price at the time of publication.

The MSCI sourced information is the exclusive property of MSCI Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI intellectual property may not be reproduced, 

redisseminated or used to create any financial products, including any indices. This information is provided on an “as is” basis. The user assumes the entire risk of any use made of this information. MSCI, its 

affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular 

purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information 

have any liability for any damages of any kind. MSCI and the MSCI indexes are services marks of MSCI and its affiliates.

Guide to the Barclays Fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as Overweight, Equal Weight or Underweight (see definitions below) relative to other companies covered by the analyst or a team of 

analysts that are deemed to be in the same industry (“the industry coverage universe”). To see a list of companies that comprise a particular industry coverage universe, please go to 

https://publicresearch.barclays.com.

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as Positive, Neutral or Negative (see definitions below).  A rating system using terms such as buy, 

hold and sell is not the equivalent of our rating system.  Investors should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone.

Stock Rating

Overweight - The stock is expected to outperform the unweighted expected total return of the industry coverage universe over a 12-month investment horizon.

Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the industry coverage universe over a 12-month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-month investment horizon.

Analyst Certifications and Important Disclosures
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Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to comply with applicable regulations and/or firm policies in certain circumstances 

including where the Investment Bank of Barclays Bank PLC is acting in an advisory capacity in a merger or strategic transaction involving the company.

Industry View

Positive - industry coverage universe fundamentals/valuations are improving.

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.

Negative - industry coverage universe fundamentals/valuations are deteriorating.

Distribution of Ratings:

Barclays Equity Research has 1583 companies under coverage.

44% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 49% of companies with this rating are investment banking clients of the Firm; 74% of the 

issuers with this rating have received financial services from the Firm.

38% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 42% of companies with this rating are investment banking clients of the Firm; 68% of the 

issuers with this rating have received financial services from the Firm.

15% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 32% of companies with this rating are investment banking clients of the Firm; 61% of the 

issuers with this rating have received financial services from the Firm.

Guide to the Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will trade in the next 12 months.  Upside/downside scenarios, where provided, 

represent potential upside/potential downside to each analyst's price target over the same 12-month period.

Top Picks:

Barclays Equity Research's "Top Picks" represent the single best alpha-generating investment idea within each industry (as defined by the relevant "industry coverage universe"), taken from among the Overweight-rated stocks 

within that industry. Barclays Equity Research publishes "Top Picks" reports every quarter and analysts may also publish intra-quarter changes to their Top Picks, as necessary. While analysts may highlight other Overweight-

rated stocks in their published research in addition to their Top Pick, there can only be one "Top Pick" for each industry. To view the current list of Top Picks, go to the Top Picks page on Barclays Live 

(https://live.barcap.com/go/keyword/TopPicks).

To see a list of companies that comprise a particular industry coverage universe, please go to https://publicresearch.barclays.com.

Types of investment recommendations produced by Barclays Equity Research: 

In addition to any ratings assigned under Barclays’ formal rating systems, this publication may contain investment recommendations in the form of trade ideas, thematic screens, scorecards or portfolio recommendations that have 

been produced by analysts within Equity Research. Any such investment recommendations shall remain open until they are subsequently amended, rebalanced or closed in a future research report.

Disclosure of other investment recommendations produced by Barclays Equity Research:

Barclays Equity Research may have published other investment recommendations in respect of the same securities/instruments recommended in this research report during the preceding 12 months. To view all investment 

recommendations published by Barclays Equity Research in the preceding 12 months please refer to https://live.barcap.com/go/research/Recommendations.

Legal entities involved in producing Barclays Research: 

Barclays Bank PLC (Barclays, UK)

Barclays Capital Inc. (BCI, US)

Barclays Bank Ireland PLC, Frankfurt Branch (BBI, Frankfurt)

Barclays Bank Ireland PLC, Paris Branch (BBI, Paris)

Barclays Bank Ireland PLC, Milan Branch (BBI, Milan)

Barclays Securities Japan Limited (BSJL, Japan)

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong)

Barclays Capital Canada Inc. (BCCI, Canada)

Barclays Bank Mexico, S.A. (BBMX, Mexico)

Barclays Securities (India) Private Limited (BSIPL, India)

Barclays Bank PLC, India branch (Barclays Bank, India)

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore)

Barclays Bank PLC, DIFC Branch (Barclays Bank, DIFC)
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Disclaimer:

This publication has been produced by Barclays Research Department in the Investment Bank of Barclays Bank PLC and/or one or more of its affiliates (collectively and each individually, "Barclays").  It has been prepared for 

institutional investors and not for retail investors.  It has been distributed by one or more Barclays affiliated legal entities listed below. It is provided to our clients for information purposes only, and Barclays makes no express or 

implied warranties, and expressly disclaims all warranties of merchantability or fitness for a particular purpose or use with respect to any data included in this publication. To the extent that this publication states on the front page 

that it is intended for institutional investors and is not subject to all of the independence and disclosure standards applicable to debt research reports prepared for retail investors under U.S. FINRA Rule 2242, it is an “institutional 

debt research report” and distribution to retail investors is strictly prohibited.

Barclays also distributes such institutional debt research reports to various issuers, media, regulatory and academic organisations for their own internal informational news gathering, regulatory or academic purposes and not for 

the purpose of making investment decisions regarding any debt securities. Media organisations are prohibited from re-publishing any opinion or recommendation concerning a debt issuer or debt security contained in any Barclays 

institutional debt research report. Any such recipients that do not want to continue receiving Barclays institutional debt research reports should contact debtresearch@barclays.com. Clients that are subscribed to receive equity 

research reports, will not receive certain cross asset research reports co-authored by equity and FICC research analysts that are distributed as “institutional debt research reports” unless they have agreed to accept such reports. 

Eligible clients may get access to such cross asset reports by contacting debtresearch@barclays.com. Barclays will not treat unauthorized recipients of this report as its clients and accepts no liability for use by them of the 

contents which may not be suitable for their personal use. Prices shown are indicative and Barclays is not offering to buy or sell or soliciting offers to buy or sell any financial instrument.

Without limiting any of the foregoing and to the extent permitted by law, in no event shall Barclays, nor any affiliate, nor any of their respective officers, directors, partners, or employees have any liability for (a) any special, 

punitive, indirect, or consequential damages; or (b) any lost profits, lost revenue, loss of anticipated savings or loss of opportunity or other financial loss, even if notified of the possibility of such damages, arising from any use of 

this publication or its contents.

Other than disclosures relating to Barclays, the information contained in this publication has been obtained from sources that Barclays Research believes to be reliable, but Barclays does not represent or warrant that it is accurate 

or complete. Barclays is not responsible for, and makes no warranties whatsoever as to, the information or opinions contained in any written, electronic, audio or video presentations of third parties that are accessible via a direct 

hyperlink in this publication or via a hyperlink to a third-party web site (‘Third-Party Content’). Any such Third-Party Content has not been adopted or endorsed by Barclays, does not represent the views or opinions of Barclays, 

and is not incorporated by reference into this publication. Third-Party Content is provided for information purposes only and Barclays has not independently verified its accuracy or completeness.

The views in this publication are solely and exclusively those of the authoring analyst(s) and are subject to change, and Barclays Research has no obligation to update its opinions or the information in this publication. Unless 

otherwise disclosed herein, the analysts who authored this report have not received any compensation from the subject companies in the past 12 months. If this publication contains recommendations, they are general 

recommendations that were prepared independently of any other interests, including those of Barclays and/or its affiliates, and/or the subject companies. This publication does not contain personal investment recommendations or 

investment advice or take into account the individual financial circumstances or investment objectives of the clients who receive it. The securities and other investments discussed herein may not be suitable for all investors. 

Barclays is not a fiduciary to any recipient of this publication. Investors must independently evaluate the merits and risks of the investments discussed herein, consult any independent advisors they believe necessary, and 

exercise independent judgment with regard to any investment decision.

The value of and income from any investment may fluctuate from day to day as a result of changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict actual 

results, which may differ substantially from those reflected. Past performance is not necessarily indicative of future results. The information provided does not constitute a financial benchmark and should not be used as a 

submission or contribution of input data for the purposes of determining a financial benchmark.

United Kingdom: This document is being distributed (1) only by or with the approval of an authorised person (Barclays Bank PLC) or (2) to, and is directed at (a) persons in the United Kingdom having professional experience in 

matters relating to investments and who fall within the definition of "investment professionals" in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "Order"); or (b) high net worth 

companies, unincorporated associations and partnerships and trustees of high value trusts as described in Article 49(2) of the Order; or (c) other persons to whom it may otherwise lawfully be communicated (all such persons 

being "Relevant Persons"). Any investment or investment activity to which this communication relates is only available to and will only be engaged in with Relevant Persons. Any other persons who receive this communication 

should not rely on or act upon it. Barclays Bank PLC is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a member of the London 

Stock Exchange.

European Economic Area (“EEA”): This material is being distributed in the EEA by Barclays Bank PLC. Barclays Bank PLC is not registered in France with the Autorité des marchés financiers or the Autorité de contrôle 

prudentiel. 

Americas: The Investment Bank of Barclays Bank PLC undertakes U.S. securities business in the name of its wholly owned subsidiary Barclays Capital Inc., a FINRA and SIPC member. Barclays Capital Inc., a U.S. registered 

broker/dealer, is distributing this material in the United States and, in connection therewith accepts responsibility for its contents. Any U.S. person wishing to effect a transaction in any security discussed herein should do so only 

by contacting a representative of Barclays Capital Inc. in the U.S. at 745 Seventh Avenue, New York, New York 10019.

Non-U.S. persons should contact and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local regulations permit otherwise.

This material is distributed in Canada by Barclays Capital Canada Inc., a registered investment dealer, a Dealer Member of IIROC (www.iiroc.ca), and a Member of the Canadian Investor Protection Fund (CIPF). 

This material is distributed in Mexico by Barclays Bank Mexico, S.A. This material is distributed in the Cayman Islands and in the Bahamas by Barclays Capital Inc., which it is not licensed or registered to conduct and does not 

conduct business in, from or within those jurisdictions and has not filed this material with any regulatory body in those jurisdictions.

Japan: This material is being distributed to institutional investors in Japan by Barclays Securities Japan Limited. Barclays Securities Japan Limited is a joint-stock company incorporated in Japan with registered office of 6-10-1 

Roppongi, Minato-ku, Tokyo 106-6131, Japan. It is a subsidiary of Barclays Bank PLC and a registered financial instruments firm regulated by the Financial Services Agency of Japan. Registered Number: Kanto Zaimukyokucho 

(kinsho) No. 143.
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Asia Pacific (excluding Japan): Barclays Bank PLC, Hong Kong Branch is distributing this material in Hong Kong as an authorised institution regulated by the Hong Kong Monetary Authority. Registered Office: 

41/F, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

All Indian securities-related research and other equity research produced by Barclays’ Investment Bank are distributed in India by Barclays Securities (India) Private Limited (BSIPL). BSIPL is a company 

incorporated under the Companies Act, 1956 having CIN U67120MH2006PTC161063. BSIPL is registered and regulated by the Securities and Exchange Board of India (SEBI) as a Research Analyst: 

INH000001519; Portfolio Manager INP000002585; Stock Broker/Trading and Clearing Member: National Stock Exchange of India Limited (NSE) Capital Market INB231292732, NSE Futures & Options 

INF231292732, NSE Currency derivatives INE231450334, Bombay Stock Exchange Limited (BSE) Capital Market INB011292738, BSE Futures & Options INF011292738; Depository Participant (DP) with the 

National Securities & Depositories Limited (NSDL): DP ID: IN-DP-NSDL-299-2008; Investment Adviser: INA000000391. The registered office of BSIPL is at 208, Ceejay House, Shivsagar Estate, Dr. A. Besant 

Road, Worli, Mumbai – 400 018, India.

Telephone No: +91 2267196000. Fax number: +91 22 67196100. Any other reports produced by Barclays’ Investment Bank are distributed in India by Barclays Bank PLC, India Branch, an associate of BSIPL in 

India that is registered with Reserve Bank of India (RBI) as a Banking Company under the provisions of The Banking Regulation Act, 1949 (Regn No BOM43) and registered with SEBI as Merchant Banker (Regn No 

INM000002129) and also as Banker to the Issue (Regn No INBI00000950). Barclays Investments and Loans (India) Limited, registered with RBI as Non Banking Financial Company (Regn No RBI CoR-07-00258), 

and Barclays Wealth Trustees (India) Private Limited, registered with Registrar of Companies (CIN U93000MH2008PTC188438), are associates of BSIPL in India that are not authorised to distribute any reports 

produced by Barclays’ Investment Bank.

This material is distributed in Singapore by the Singapore branch of Barclays Bank PLC, a bank licensed in Singapore by the Monetary Authority of Singapore. For matters in connection with this material, recipients 

in Singapore may contact the Singapore branch of Barclays Bank PLC, whose registered address is 10 Marina Boulevard, #23-01 Marina Bay Financial Centre Tower 2, Singapore 018983.

This material is distributed to persons in Australia by Barclays Bank PLC or one of the Barclays group entities. None of Barclays Bank PLC, nor such Barclays group entity, holds an Australian financial services 

licence and instead relies on an exemption from the requirement to hold such a licence. This material is intended to only be distributed to “wholesale clients” as defined by the Australian Corporations Act 2001. This 

material is distributed in New Zealand by Barclays Bank PLC, but it has not been registered, filed or approved by any New Zealand regulatory authority or under or in accordance with the Financial Markets Conduct 

Act of 2013, and this material is not a disclosure document under New Zealand law.

Middle East: Nothing herein should be considered investment advice as defined in the Israeli Regulation of Investment Advisory, Investment Marketing and Portfolio Management Law, 1995 (“Advisory Law”). This 

document is being made to eligible clients (as defined under the Advisory Law) only. Barclays Israeli branch previously held an investment marketing license with the Israel Securities Authority but it cancelled such 

license on 30/11/2014 as it solely provides its services to eligible clients pursuant to available exemptions under the Advisory Law, therefore a license with the Israel Securities Authority is not required. Accordingly, 

Barclays does not maintain an insurance coverage pursuant to the Advisory Law.

This material is distributed in the United Arab Emirates (including the Dubai International Financial Centre) and Qatar by Barclays Bank PLC. Barclays Bank PLC in the Dubai International Financial Centre 

(Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal place of business in the Dubai International Financial Centre: The Gate Village, Building 4, Level 4, PO Box 506504, 

Dubai, United Arab Emirates. Barclays Bank PLC-DIFC Branch, may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Related financial products or services are 

only available to Professional Clients, as defined by the Dubai Financial Services Authority. Barclays Bank PLC in the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities 

as a branch of a commercial bank incorporated outside the UAE in Dubai (Licence No.: 13/1844/2008, Registered Office: Building No. 6, Burj Dubai Business Hub, Sheikh Zayed Road, Dubai City) and Abu Dhabi 

(Licence No.

13/952/2008, Registered Office: Al Jazira Towers, Hamdan Street, PO Box 2734, Abu Dhabi). This material does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe for 

or purchase, any securities or investment products in the UAE (including the Dubai International Financial Centre) and accordingly should not be construed as such. Furthermore, this information is being made 

available on the basis that the recipient acknowledges and understands that the entities and securities to which it may relate have not been approved, licensed by or registered with the UAE Central Bank, the Dubai 

Financial Services Authority or any other relevant licensing authority or governmental agency in the UAE. The content of this report has not been approved by or filed with the UAE Central Bank or Dubai Financial 

Services Authority. Barclays Bank PLC in the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA). Barclays Bank PLC-QFC Branch may only 

undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar: Qatar Financial Centre, Office 1002, 10th Floor, QFC Tower, Diplomatic Area, West 

Bay, PO Box 15891, Doha, Qatar. Related financial products or services are only available to Business Customers as defined by the Qatar Financial Centre Regulatory Authority.

Russia: This material is not intended for investors who are not Qualified Investors according to the laws of the Russian Federation as it might contain information about or description of the features of financial 

instruments not admitted for public offering and/or circulation in the Russian Federation and thus not eligible for non-Qualified Investors. If you are not a Qualified Investor according to the laws of the Russian 

Federation, please dispose of any copy of this material in your possession.

IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construed to be tax advice. Please be advised that any discussion of U.S. tax 

matters contained herein (including any attachments) (i) is not intended or written to be used, and cannot be used, by you for the purpose of avoiding U.S. tax-related penalties; and (ii) was written to support the 

promotion or marketing of the transactions or other matters addressed herein. Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

© Copyright Barclays Bank PLC (2020). All rights reserved. No part of this publication may be reproduced or redistributed in any manner without the prior written permission of Barclays. Barclays Bank PLC is 

registered in England No. 1026167. Registered office 1 Churchill Place, London, E14 5HP. Additional information regarding this publication will be furnished upon request.
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