
 
 

 

 

 
  BARINGSINVESTMENTINSTITUTE.COM |  1

12 February 2021 

Lots of Stimulus, Not Much Inflation 
W A T C H  L I S T  

 

 

Date  Period Consensus  Previous 

U.S.       

Mon 2/15 Markets Closed for Presidents Day  --  -- 

Wed 2/17 Producer Price Index Jan 0.4% M/M ▲ 0.3% M/M 

Wed 2/17 Retail Sales Jan 0.8% M/M ▲ -0.7% M/M 

Wed 2/17 Industrial Production Jan 0.4% M/M ▼ 1.6% M/M 

Wed 2/17 NAHB Housing Market Index Feb 83  83 

Wed 2/17 FOMC Meeting Minutes Jan 27 --  -- 

Thu 2/18 Building Permits Jan 1670K ▼ 1709K 

Thu 2/18 Housing Starts Jan 1650K ▼ 1669K 

Fri 2/19 Markit Manufacturing PMI (Preliminary Estimate) Feb 58.5 ▼ 59.2 

Fri 2/19 Markit Services PMI (Preliminary Estimate) Feb 58.0 ▼ 58.3 

Fri 2/19 Existing Home Sales Jan 6.55M ▼ 6.76M 

Europe       

Mon 2/15 EZ Industrial Production Dec -0.5% M/M ▼ 2.5% M/M 

Fri 2/19 EZ Markit Manufacturing PMI (Preliminary Estimate) Feb 54.2 ▼ 54.8 

Fri 2/19 EZ Markit Services PMI (Preliminary Estimate) Feb 46.0 ▲ 45.4 

Fri 2/19 U.K. Markit Manufacturing PMI (Preliminary Estimate) Feb 53.0 ▼ 54.1 

Fri 2/19 U.K. Markit Services PMI (Preliminary Estimate) Feb 41.0 ▲ 39.5 

Asia Pacific       

2/11-2/17 Chinese Markets Closed for Lunar New Year  --  -- 

Mon 2/15 Japan GDP (Preliminary Estimate) 4Q20 2.5% Q/Q ▼ 5.3% Q/Q 

Wed 2/17 Japan Exports Jan 7.6% Y/Y ▲ 2.0% Y/Y 

Wed 2/17 Japan Imports Jan -4.4% Y/Y ▲ -11.6% Y/Y 

Fri 2/19 Japan Consumer Price Index Jan -0.7% Y/Y ▲ -1.2% Y/Y 

Fri 2/19 Jibun Bank Japan Mfg. PMI (Preliminary Estimate) Feb   49.8 

Fri 2/19 Jibun Bank Japan Services PMI (Preliminary Estimate) Feb   46.1 

Arrows indicate consensus forecast compared to the previous period. Local dates of release. 

U.S. Europe Asia Pacific 

 After declining for three-consecutive 

months, retail sales are expected 

to climb in January as the 

December fiscal stimulus bill finds its 

way into consumers’ wallets. 

 February flash PMIs are set to 

remain strong amid fiscal stimulus 

and easing restrictions. 

 EZ flash PMIs for February will show 

if the mix of strong manufacturing and 

increasingly suffering service sectors 

seen in January will continue, as 

lockdowns were extended in February. 

So far, the economic damage of these 

measures was much smaller than those 

initially seen in April 2020. 

 Japan 4Q20 GDP is expected to 

show modest growth. Elevated cases, 

weak consumers, and a lack of tourism 

is weighing on Japan’s recovery. 

 We watch for Japan’s January 

trade data to see if external demand—

which has been key—remained robust 

despite higher case counts. 

Institute’s Central Scenario 

Weak U.S. jobs data is fueling debate for more fiscal stimulus. While it looks likely to pass and would boost growth, elevated labor 

market slack should keep inflation from sustainably overshooting the Fed’s target this year. In China, the PBOC is tapering 

monetary stimulus. Even as M2 money supply growth slowed, aggregate financing rose in January, aided by loans. COVID cases 

raised worries in China, and our baseline scenario sees the economy on firm enough footing to handle PBOC actions. In Europe, 

the Q4 contraction was less severe than first thought, but the recovery looks delayed. Please see our Monthly Macro Dashboard. 

https://bwebprod.blob.core.windows.net/assets/user/media/macro-dashboard-02.28.21.pdf
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U.S. Employment Report Aids Stimulus Debate 

The labor market recovery remained weak in January. While we 

expect weakness to be temporary, the large amount of labor 

market slack should keep wage pressures at bay and inflation 

from sustainably overshooting the Fed’s target this year. 

 

Nonfarm payrolls rose just 49,000 in January, and the previous 

two months were downwardly revised 159,000. While weakness 

in December was concentrated in leisure and hospitality, 

declines were more broad-based in January. In addition to 

leisure and hospitality, declines were seen in retail, 

transportation and warehousing, and manufacturing. The 

unemployment rate fell to 6.3%, but in part for the wrong 

reasons, as the labor force declined. 

U.S. UNEMPLOYMENT RATE VS. LABOR FORCE 

Source: Bloomberg. As of February 11, 2021. 

The weak report adds more fuel to the fire for the Democratic 

policymakers pushing additional fiscal stimulus measures. It is 

looking increasingly likely that stimulus should pass near the 

mid-March deadline—when the current package is set to 

expire—and would be closer to the Biden-proposed $1.9 trillion 

than the Republican-proposed $618 billion. Another fiscal 

package, along with the easing of restrictions and greater 

vaccine deployment, should lift the pace the job gains this year. 

However, with the labor force still down over 4 million from 

February 2020, the large amount of labor market slack should 

keep wage pressures subdued, thereby keeping a lid on inflation 

this year. 

 
 

 

EU Projects a Mixed Recovery 

On the positive side, 2020 turned out to be a less painful year 

than previously expected, with the euro area contracting “only” 

6.8%, 1 percentage point less than expected. However, the 

recovery is now expected to be delayed by the slow start of 

vaccination programs and the new variants. Euro area growth is 

now forecast slightly lower this year (3.8% vs. 4.2% previously) 

but stronger in 2022 (3.8% vs 3.0% previously expected). With a 

strong rebound expected in the second half of this year, the 

economy should get back to pre-COVID levels in early 2022. 

Inflation will however remain subdued. It was revised slightly up 

this year (1.4% up from 1.1%), pushed by energy taxes, the 

expiration of the German VAT cut, and the impact of pent-up 

demand hitting some remaining supply constraints. Inflation 

will then moderate again to 1.3% in 2022.  

China Aggregate Financing Rising 

China’s aggregate financing started the year strong despite the 

PBOC’s efforts to taper stimulus. Aggregate financing rose ¥5.17 

trillion ($1.04 trillion) in January, heavily aided by new loans—

which tripled over the month. While new loans tend to be higher 

at the start of the year, they were up even compared with 

January 2020, which suggests corporates are in a better 

financial position. Loans to households also grew at an 

impressive clip. However, the PBOC was clearly at work when 

looking at M2 money supply growth, which slowed from 10.1% 

Y/Y to 9.4% Y/Y. While the Central Bank will need to tread 

carefully, particularly given an increase in COVID cases at the 

start of the year, the economy remains in a strong enough 

position to handle targeted reductions of monetary stimulus. 

 
COVID Cases are Easing, But Concerns Remain 

COVID cases are falling in much of the world after new highs 

this winter, but vaccine rollout remains a key driver of the near-

term outlook. Lower-than-hoped vaccination counts, limited 

global availability, and efficacy questions among new variants 

have raised worries. However, many new vaccines will likely be 

available soon, which should speed vaccination rates, and 

efficacy so far has not been threatened by new variants. Looking 

ahead, the current pace of manufacturing and inoculation shows  

there may be enough doses to vaccinate 70% of the world 

population by the end of 2022. What matters next is durability 

and sterilizing immunity of vaccines, which should give insight 

into whether the health crisis is turning from a pandemic to an 

endemic—like the flu—and whether annual booster shots will be 

needed. Vaccine rollout disruptions remain a downside risk to 

the outlook, though we are headed in the right direction. 
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Rates Yield 1 W Change 1M Change 3M Change 6M Change 12M Change YTD Change

Fed Funds 0.25% 0 bps 0 bps 0 bps 0 bps -150 bps 0 bps

U.S. SOFR 0.06% -1 bps -3 bps -4 bps -3 bps -152 bps -1 bps

3 Month USD Libor 0.20% 1 bps -2 bps -1 bps -6 bps -151 bps -4 bps

3 Month Euribor -0.54% 0 bps 1 bps -3 bps -6 bps -14 bps 0 bps

3 Month U.S. T-Bill 0.05% 1 bps -4 bps -6 bps -5 bps -151 bps -3 bps

2-Year U.S. Treasury 0.10% -1 bps -4 bps -8 bps -2 bps -129 bps -2 bps

10-Year U.S. Treasury 1.13% 0 bps 2 bps 16 bps 55 bps -42 bps 21 bps

10-Year German Bund -0.45% 2 bps 8 bps 4 bps 8 bps -5 bps 13 bps

10-Year U.K. Gilt 0.47% 10 bps 18 bps 8 bps 35 bps -12 bps 27 bps

10-Year JGB 0.07% 2 bps 4 bps 4 bps 7 bps 13 bps 5 bps

Fixed Income Yield OAS 1W Return 1M Return 3M Return 12M Return YTD Return

Barclays Capital U.S. Government-Treasury 0.68% N/A 0.0% -0.1% -0.5% 4.2% -1.3%

Barclays Capital U.S. TIPS 0.81% N/A 0.1% 1.1% 2.9% 9.2% 0.4%

Barclays Capital U.S. Aggregate 1.19% 33 0.1% 0.1% 0.3% 4.5% -0.8%

Barclays Capital Global Aggregate 0.91% 33 0.4% -0.6% 1.6% 7.4% -1.1%

Barclays Capital U.S. ABS 0.40% 27 0.0% 0.2% 0.5% 3.6% 0.1%

Barclays Capital U.S. MBS 1.22% 14 0.0% 0.2% 0.5% 3.1% 0.1%

Barclays Capital U.S. Corporate Investment Grade 1.86% 92 0.4% 0.3% 1.2% 5.8% -1.3%

BAML Euro Corporate Investment Grade 0.24% 88 0.0% -0.3% 0.6% 1.5% -0.1%

Barclays Capital U.S. Corporate High Yield 3.95% 327 0.5% 1.1% 4.2% 7.8% 1.3%

BAML European Currency High Yield Non-Financial 2.79% 334 0.2% 0.7% 3.7% 3.6% 1.3%

CS U.S. Leveraged Loans 4.73% 448 0.3% 0.7% 3.5% 3.9% 1.6%

CS Western European Leveraged Loans Non-USD 4.31% 425 0.2% 0.8% 3.3% 3.5% 1.3%

JPM CEMBI Broad Diversified 4.10% 317 0.3% 0.7% 3.3% 5.5% 0.4%

JPM EMBI Global Diversified 4.70% 346 0.1% 0.0% 2.2% 2.6% -0.8%

JPM GBI-EM Global Diversified 4.30% N/A 0.5% 0.4% 4.3% 3.3% -0.3%

Equities Price Div Yield 1W Return 1M Return 3M Return 12M Return YTD Return

S&P 500 3,909.88 1.44% 2.1% 2.3% 10.7% 18.8% 4.2%

Euro STOXX 600 (Local) 409.47 2.05% 0.5% -0.4% 6.5% -3.6% 2.6%

U.K. FTSE 100 (Local) 6,524.36 3.52% 0.3% -5.1% 3.6% -12.4% 1.0%

Japan Nikkei 225 (Local) 29,562.93 1.38% 3.2% 5.1% 18.7% 24.8% 7.7%

China Shanghai Composite (Local) 3,655.09 1.93% 3.9% 2.4% 8.8% 26.5% 5.2%

MSCI AC World (Local) 678.06 1.73% 2.0% 2.4% 11.3% 17.1% 5.2%

MSCI Emerging Markets (Local) 1,422.94 1.75% 1.9% 5.3% 19.8% 32.4% 10.7%

Commodities/Currencies Price 1W Change 1M Change 3M Change 6M Change 12M Change YTD Change

S&P GS Commodity Index 459.49 3.1% 7.5% 24.5% 31.7% 20.2% 12.2%

WTI Crude ($/bbl) 58.39 4.9% 12.0% 41.8% 39.2% 17.7% 20.8%

Copper ($/lb) 3.79 5.8% 3.0% 20.2% 32.4% 48.0% 7.7%

Gold ($/oz) 1,842.65 0.4% -1.1% -1.9% -9.9% 17.1% -2.4%

U.S. Dollar Index 90.37 -0.9% 0.3% -2.6% -3.4% -8.6% 0.5%

Euro (USD/EUR) 1.21 1.0% -1.0% 2.6% 3.1% 11.0% -0.9%

British Pound (USD/GBP) 1.38 1.5% 1.9% 4.5% 5.8% 7.1% 1.3%

Japanese Yen (Yen/USD) 104.67 -0.4% 0.8% -0.5% -1.0% -4.6% 1.4%

Chinese Yuan (CNY/USD) 6.44 -0.3% -0.5% -2.5% -7.6% -7.8% -1.6%

Source: FactSet and Bloomberg. As of February 10, 2021.
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IMPORTANT INFORMATION 
 
Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change without 
notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely 
performance. Investment involves risk. The value of any investments and any income generated may go down as well as up and is not 
guaranteed. Past performance is no indication of current or future performance. PAST PERFORMANCE IS NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio compositions and or examples set forth in this document are 
provided for illustrative purposes only and are not indicative of any future investment results, future portfolio composition or investments. 
The composition, size of, and risks associated with an investment may differ substantially from any examples set forth in this document. 
No representation is made that an investment will be profitable or will not incur losses. Where appropriate, changes in the currency 
exchange rates may affect the value of investments. Prospective investors should read the offering documents, if applicable, for the details 
and specific risk factors of any Fund/Strategy discussed in this document. 
For Professional Investors/Institutional Investors only. This document should not be distributed to or relied on by Retail/Individual 
Investors.  
 
Barings LLC, Barings Securities LLC, Barings (U.K.) Limited, Barings Global Advisers Limited, Barings Australia Pty Ltd, Barings Japan 
Limited, Baring Asset Management Limited, Baring International Investment Limited, Baring Fund Managers Limited, Baring 
International Fund Managers (Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE (Taiwan) Limited, Baring Asset 
Management Switzerland Sàrl, and Baring Asset Management Korea Limited each are affiliated financial service companies owned by 
Barings LLC (each, individually, an "Affiliate"), together known as "Barings." Some Affiliates may act as an introducer or distributor of the 
products and services of some others and may be paid a fee for doing so. 
 
NO OFFER:  
The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any financial instrument or 
service in any jurisdiction. The material herein was prepared without any consideration of the investment objectives, financial situation or 
particular needs of anyone who may receive it. This document is not, and must not be treated as, investment advice, an investment 
recommendation, investment research, or a recommendation about the suitability or appropriateness of any security, commodity, 
investment, or particular investment strategy, and must not be construed as a projection or prediction. 
 
In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved and before 
making any investment decision, it is recommended that prospective investors seek independent investment, legal, tax, accounting or other 
professional advice as appropriate.  
Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made in good faith in relation to 
the facts known at the time of preparation and are subject to change without notice. Individual portfolio management teams may hold 
different views than the views expressed herein and may make different investment decisions for different clients. Parts of this document 
may be based on information received from sources we believe to be reliable. Although every effort is taken to ensure that the information 
contained in this document is accurate, Barings makes no representation or warranty, express or implied, regarding the accuracy, 
completeness or adequacy of the information.  
 
These materials are being provided on the express basis that they and any related communications (whether written or oral) will not cause 
Barings to become an investment advice fiduciary under ERISA or the Internal Revenue Code with respect to any retirement plan, IRA 
investor, individual retirement account or individual retirement annuity as the recipients are fully aware that Barings (i) is not undertaking 
 
*As of December 31, 2020 
21-1522215 


