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Still Searching for (Lasting) Inflation 
W A T C H  L I S T  

Date Period Consensus Previous 

U.S. 

Mon 5/3 ISM Manufacturing Apr 65.0 ▲ 64.7

Mon 5/3 Wards Total Vehicle Sales Apr 17.50M ▼ 17.75M

Tue 5/4 Trade Balance Mar -$72.4B ▼ -$71.7B

Wed 5/5 ADP Employment Change Apr 850K ▲ 517K

Wed 5/5 ISM Services Index Apr 64.0 ▲ 63.7

Thu 5/6 Nonfarm Productivity (Preliminary Estimate) 1Q21 3.7% Q/Q ▲ -4.2% Q/Q

Thu 5/6 Unit Labor Costs (Preliminary Estimate) 1Q21 -0.7% Q/Q ▼ 6.0% Q/Q

Fri 5/7 Change in Nonfarm Payrolls Apr 900K ▼ 916K

Fri 5/7 Unemployment Rate Apr 5.8% ▼ 6.0%

Fri 5/7 Consumer Credit Mar $20.5B ▼ $27.578B

Europe 

Mon 5/3 London Markets Closed -- -- 

Wed 5/5 EZ Producer Price Index Mar 1.5% Y/Y 

Thu 5/6 EZ Retail Sales Mar 0.5% M/M ▼ 3.0% M/M

Thu 5/6 Bank of England Bank Rate May 0.1% 0.1% 

Asia Pacific 

5/3-5/5 Japan Markets Closed -- -- 

Tue 5/4 Chinese Markets Closed for Labor Day -- -- 

Fri 5/7 Caixin China Composite PMI Apr 53.1 

Fri 5/7 Caixin China Services PMI Apr 54.3 54.3 

Fri 5/7 China Exports Apr 30.6% Y/Y 

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

U.S. Europe Asia Pacific

 The April employment report is

set to show more strong job gains as

restrictions ease. Low-wage sectors

should drive gains, which are set to

distort average hourly earnings data.

 We will watch April ISM indices,

notably the prices paid index, to

gauge input price pressures. Our 

baseline outlook (see below) expects

this to be temporary, but persistent

pressures priced in would raise odds

of our Inflation Anxiety scenario.

 We will watch to see if hard data

matches soft data for March EZ

retail sales, as PMI data suggests

consumers are adjusting to

spending from home.

 Monetary policy shouldn’t change

at the BOE meeting. However,

with QE running slightly more than

£4 billion in gilt purchases weekly,

the focus will be on which point the

MPC chooses to slow the pace later.

 China Services PMI should continue

to show signs of recovery, especially as

accelerating vaccinations pave the way

for services consumption to catch-up. 

 China trade data will provide clarity

on external demand, which has been a

source of strength since last year.

 Japanese markets are closed May 3-5 to

commemorate Golden Week. 

Separately, Chinese markets will be

closed on May 4 for Labor Day.

Institute’s Central Scenario 

Markit flash PMIs suggest European economies are improving in the second quarter amid strong external demand and improving internal 

demand. In the U.S., stimulus and reopenings drove the composite PMI to a record high, and consumer confidence is rising sharply. While the 

Fed acknowledged improving data during the FOMC meeting, it is holding policy steady. Elsewhere, the BOJ revised growth projections higher 

amid strong external demand though given persistent pandemic risks, inflation remains absent. Please see our Monthly Macro Dashboard. 

https://bwebprod.blob.core.windows.net/assets/user/media/Macro-Dashboard-04.01.21.pdf
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I N  R E V I E W  

PMIs Signal Strength in the U.S. and Europe 

Vaccine rollout and government support are boosting U.S. 

consumer demand both internally and from abroad, while 

European consumers are adjusting to spending from home. 

MARKIT FLASH PMIS 

Source: Bloomberg. As of April 29, 2021. 

In the U.S., the composite flash PMI hit a record high of 62.2. 

Vaccine rollout, easing restrictions, and fiscal stimulus are 

supporting strong services growth. Meanwhile, supply chain 

bottlenecks are driving input prices higher for manufacturers, 

reaching a record for the longest supplier delivery times. 

Companies passed some of the costs onto consumers, but supply 

constraints should ease as supply and demand come back inline. 

Following a modest decline in Q1, the outlook for European 

economies looks brighter as consumers adjust to lockdown 

spending, vaccine rollouts ramp up, and external demand 

remains robust. External demand is supporting a record-high 

manufacturing PMI, and services reached expansion territory 

for the first time in eight months, despite restrictions. 

In Japan, strong external demand boosted the manufacturing 

sector further into expansionary territory. However, rising cases 

and restrictions weighed on the services sector, which remained 

unchanged in contractionary territory. 

Fed Acknowledges Improving Data, But Stands Pat 

Chair Jerome Powell acknowledged at the FOMC meeting that 

the outlook is improving but reiterated the Fed’s commitment to 

accommodative policy given extensive labor market slack. The 

FOMC removed “considerable” when characterizing risks to the 

outlook, but Powell noted it is still too early to consider tapering. 

The Fed continues to view accelerating inflation as transitory 

and doesn’t anticipate a sharp rise in inflation expectations, 

remaining focused on an inclusive labor market recovery. The 

Fed could announce in late summer that tapering may begin in 

2022, but incoming data will be monitored closely. 

Consumers Fuel U.S. Growth 

U.S. real GDP jumped 6.4% Q/Q annualized in Q1, according to 

the advanced estimate. Growth was driven by consumption, 

investment, and government spending, while inventories and 

net exports weighed on the topline figure. Consumer spending 

was the largest driver, contributing 7 ppt to growth, boosted by 

goods and services as the economy reopened. 

CONTRIBUTION TO % CHANGE IN REAL GDP 

Source: Bloomberg. As of April 29, 2021. 

Spillover fiscal support should help boost Q2 growth as 

restrictions ease further and consumer confidence, which 

jumped to a pandemic-high in April thanks to improving 

conditions, continues to grow. Moreover, the unemployment 

rate proxy (jobs hard to find minus jobs easy to find) declined 

significantly over the month, suggesting the April Employment 

Report may surprise to the upside next week. 

Taxes Not Tripping Earnings, Yet  

President Biden’s $1.8 trillion American Families Plan includes 

$1 trillion in new spending over 10 years and $800 billion in tax 

cuts. Markets have been sanguine on tax risk so far as strategists 

don’t expect the corporate tax rate or the capital gains tax rate to 

go as high as the initial proposals (28% and 39.6%, respectively). 

The 2022 EPS estimate for the S&P 500 also reached a new high 

at $204.61, up 5% since January, despite recent talk of raising 

taxes. The recovery, due largely to fiscal stimulus tailwinds and 

recent reopenings, is likely outweighing tax proposals for now. 

One-day price reaction post earnings have been mostly negative 

for SPX companies despite strong earnings growth, which may 

indicate headwinds in the future and the near-term earnings 

momentum is likely priced in.  

BOJ Sees Better Growth But Inflation Still Elusive 

As expected, the Bank of Japan did not change policy settings. 

The quarterly outlook report revised growth projections slightly 

higher for the current fiscal year to March 2022, largely due to 

an increase in external demand. Meanwhile, inflation should 

remain below its 2% target through its forecast horizon, with the 

recent downgrade reflecting lower mobile phone charges, which 

it sees as transitory, and sluggish domestic demand due to the 

continued COVID-19 outbreaks and slow vaccination progress. 
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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 0 bps 0 bps

U.S. SOFR 0.01% 0 bps 0 bps -3 bps -7 bps 0 bps -6 bps

3 Month USD Libor 0.19% 1 bps -1 bps -2 bps -3 bps -57 bps -5 bps

3 Month Euribor -0.53% 0 bps 0 bps 1 bps -2 bps -30 bps 1 bps

3 Month U.S. T-Bill 0.01% -2 bps -1 bps -5 bps -8 bps -10 bps -7 bps

2-Year U.S. Treasury 0.17% 2 bps 3 bps 5 bps 2 bps -4 bps 5 bps

10-Year U.S. Treasury 1.62% 6 bps -5 bps 57 bps 84 bps 101 bps 71 bps

10-Year German Bund -0.24% 3 bps 12 bps 31 bps 39 bps 24 bps 34 bps

10-Year U.K. Gilt 0.79% 6 bps 4 bps 51 bps 57 bps 51 bps 60 bps

10-Year JGB 0.09% 2 bps 1 bps 5 bps 7 bps 13 bps 7 bps

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

Barclays Capital U.S. Government-Treasury 0.95% N/A -0.2% 0.5% -2.7% -4.5% -3.5%

Barclays Capital U.S. TIPS 1.05% N/A 0.5% 1.2% -0.4% 5.5% 0.1%

Barclays Capital U.S. Aggregate 1.53% 30 -0.2% 0.7% -2.0% -0.3% -2.6%

Barclays Capital Global Aggregate 1.13% 32 -0.1% 1.1% -2.2% 4.9% -3.0%

Barclays Capital U.S. ABS 0.51% 31 0.0% 0.1% -0.2% 3.5% 0.0%

Barclays Capital U.S. MBS 1.72% 11 -0.3% 0.4% -0.7% -0.1% -0.7%

Barclays Capital U.S. Corporate Investment Grade 2.18% 88 -0.1% 1.3% -2.5% 4.5% -3.6%

BAML Euro Corporate Investment Grade 0.33% 85 -0.1% 0.0% -0.7% 5.4% -0.6%

Barclays Capital U.S. Corporate High Yield 4.04% 294 0.3% 1.3% 1.4% 20.5% 1.9%

BAML European Currency High Yield Non-Financial 2.66% 306 0.1% 0.7% 1.6% 15.7% 2.0%

CS U.S. Leveraged Loans 4.84% 448 0.1% 0.5% 1.1% 16.7% 2.5%

CS Western European Leveraged Loans Non-USD 4.27% 417 0.1% 0.4% 1.3% 14.8% 2.2%

JPM CEMBI Broad Diversified 4.43% 301 0.0% 0.4% -0.3% 14.9% -0.3%

JPM EMBI Global Diversified 5.08% 344 -0.3% 1.5% -1.6% 17.7% -2.7%

JPM GBI-EM Global Diversified 4.92% N/A 0.1% 2.6% -2.7% 14.2% -4.3%

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

S&P 500 4,183.18 1.34% 0.2% 5.3% 10.9% 48.5% 11.9%

Euro STOXX 600 (Local) 439.92 2.72% 0.8% 3.0% 9.1% 29.0% 10.2%

U.K. FTSE 100 (Local) 6,963.67 3.07% 1.0% 3.3% 6.7% 16.9% 7.8%

Japan Nikkei 225 (Local) 29,053.97 1.41% 1.9% -0.4% 3.0% 47.0% 5.9%

China Shanghai Composite (Local) 3,457.07 2.04% -0.5% 1.1% -1.4% 23.0% -0.5%

MSCI AC World (Local) 705.72 1.70% 0.8% 4.4% 9.0% 45.1% 10.4%

MSCI Emerging Markets (Local) 1,364.96 1.86% 1.7% 3.6% 0.1% 47.6% 7.0%

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

S&P GS Commodity Index 504.92 3.6% 6.5% 17.3% 45.7% 110.4% 23.3%

WTI Crude ($/bbl) 63.86 4.1% 4.8% 22.2% 71.3% 415.0% 32.1%

Copper ($/lb) 4.54 5.8% 11.2% 26.6% 48.4% 90.7% 29.1%

Gold ($/oz) 1,772.20 -1.4% 2.3% -4.4% -5.2% 4.8% -6.1%

U.S. Dollar Index 90.61 -0.6% -2.3% 0.2% -3.0% -9.3% 0.7%

Euro (USD/EUR) 1.21 0.5% 2.5% -0.3% 2.9% 11.6% -1.2%

British Pound (USD/GBP) 1.39 -0.2% 0.8% 1.4% 7.0% 11.8% 1.7%

Japanese Yen (Yen/USD) 108.91 0.7% -0.6% 4.4% 4.4% 1.8% 5.5%

Chinese Yuan (CNY/USD) 6.48 -0.2% -0.9% 0.1% -3.4% -8.5% -0.8%

Source: FactSet and Bloomberg. As of April 28, 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 
21-1627393 


