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Up, Up, but Not (Run) Away Inflation
WATCH LIST
Date
U.S.
Tue 5/11
Tue 5/11
Wed 5/12
Thu 5/13
Fri 5/14
Fri 5/14
Fri 5/14
Europe
Wed 5/12
Wed 5/12
Wed 5/12
Asia Pacific
5/8-5/15
Tue 5/11
Tue 5/11
Tue 5/11

Period

Consensus

NFIB Small Business Optimism Index
JOLTS Job Openings
Consumer Price Index
Producer Price Index
Retail Sales
Industrial Production
University of Michigan Sentiment (Preliminary Estimate)

Apr
Mar
Apr
Apr
Apr
Apr
May

101.0
7500K
3.6% Y/Y
5.8% Y/Y
1.0% M/M
1.3% M/M
90.1

▲
▲
▲
▲
▼
▼
▲

98.2
7367K
2.6% Y/Y
4.2% Y/Y
9.8% M/M
1.4% M/M
88.3

EZ Industrial Production
UK GDP (Preliminary Estimate)
UK Industrial Production

Mar
1Q21
Mar

1.0% M/M
-1.7% Q/Q

▲
▼

-1.0% M/M
1.3% Q/Q
1.0% M/M

Apr
Apr
Apr
Mar

2250.0B
1.0% Y/Y
6.5% Y/Y
0.9% Y/Y

▼
▲
▲
▲

3340.0B
0.4% Y/Y
4.4% Y/Y
-6.6% Y/Y

China Aggregate Financing
China Consumer Price Index
China Producer Price Index
Japan Household Spending

Previous

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

U.S.




The consumer price index is set 
to rise further in April due to base
effects, higher energy prices, and
continued reopening of the economy.
We will watch market reaction,
particularly if there is a surprise to
the upside.
April retail sales are expected to
moderate from March as the
boost from one-off stimulus checks
fade. However, spending should
remain strong in the near-term, given
healthy consumer finances and the
easing of restrictions.

Europe
U.K. Q1 GDP will show the
combined impact of renewed
COVID restrictions and trade
frictions imposed by Brexit.
Consensus is expecting a very sharp
contraction: -1.7% Q/Q. The
composition of GDP (exports vs.
internal demand) will be
particularly interesting to gauge the
impact of Brexit.

Asia Pacific




China aggregate financing likely
eased amid slower household loan
growth and a decline in off-balance
sheet financing.
With commodity prices and
transportation costs remaining high,
China PPI is expected to stay at
high levels, though moderation in
sequential M/M growth is consistent
with a decline in PMI price indices.
China CPI should also edge
higher, driven by a modest rise in
non-food inflation and a recovery in
services inflation.

Institute’s Central Scenario
The latest round of euro area lockdowns caused less damage than initially feared, and positive data for the beginning of Q2 supports our
brightening outlook in the region. Earnings on both sides of the Atlantic continue to beat expectations amid the favorable economic backdrop.
Meanwhile, fiscal stimulus, a recovering labor market, and easing restrictions boosted U.S. personal spending and income. Elevated savings
should support the near-term consumption boom in the U.S. as restrictions ease further. Meanwhile, in China, PMIs suggest that the growth
driver may be shifting to consumption as vaccination campaigns ramp up. Please see our Monthly Macro Dashboard.
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IN REVIEW
Outlook Turns Brighter in Europe
Eurozone GDP fell by 0.6% Q/Q in the first quarter, confirming
the double-dip recession induced by COVID second and third
waves. The contraction was however considerably smaller than
expected by consensus when restrictions were announced (-1%
Q/Q), showing that renewed restrictions caused less damage
than feared. The main surprise came from positive GDP growth
in France and Italy. German GDP dropped 1.7% Q/Q, slightly
more than expected, on the back of one-offs (VAT increase and
COVID restrictions tighter than elsewhere).
EURO AREA 1Q21 GDP, Q/Q%

European companies are also delivering one of the best earnings
seasons on record, with both sales and earnings surprises near
all-time highs. All sectors have outperformed, with exposure to
rising commodities prices determining the extent of the better
results.

Stimulus and Jobs Boost U.S. Income
Personal income, spending, and savings all jumped in March as
stimulus checks were sent out, restrictions eased, and job gains
accelerated. Personal income soared a record 21.1% M/M in
March. While the $1,400 stimulus checks were the main driver,
contributions from wages is improving as more Americans
return to work. The sharp rise in income supported greater
spending, which rose 4.2% M/M—bringing spending to 3.5%
above pre-crisis levels. While goods have so far benefited the
most, spending on services is set to accelerate as restrictions
ease across the country.
U.S. PERSONAL SPENDING, USD BILLIONS, SAAR

Source: Bloomberg. As of May 6, 2021.

Solid positive surprises in European data point to a strong
rebound starting in Q2: euro area March retail sales were up
2.7% M/M (consensus 2.5%), and February numbers have been
revised up. This suggests the latest restrictions did not dent
consumers’ moods. Expedited EU vaccinations (now comparable
to rates in the U.S. and U.K., and enough to accommodate
vulnerable populations by the start of tourism season) should
improve the mood further.

U.S. and European Earnings Continue to Impress
The blended S&P 500 earnings growth rate for Q1 now stands at
45.8%, up from 24.5% at the start of earnings season. As of May
3, 86% of those reporting have surpassed consensus EPS
expectations above the historical average of 65% and are on pace
for the highest share since Refinitiv began tracking the metric in
1990s. In aggregate, companies are beating earnings
expectations by nearly 23%, better than the 14.5% one-year
average positive surprise rate. Upside surprises have been
driven by outsized estimate cuts early in the pandemic, a
resilient macro backdrop underpinned by massive fiscal and
monetary stimulus, and elevated profit margins (despite all the
concerns about input cost pressures). The first quarter also
benefitted from big reserve releases out of the financials.

Source: Haver. As of May 6, 2021.

While a lot of money was spent, a fraction was also saved, which
drove the savings rate from 13.9% in February to 27.6% in
March. Elevated savings will help support the near-term
consumption boom as restrictions lift. Looking ahead, personal
income is set to decline in April as stimulus fades, and the next
leg of the recovery will rely on the transition from government
transfers to income from wages and salaries as the labor market
rebounds.

China PMIs Highlight Shift in Growth Drivers
The government’s official manufacturing PMI declined to 51.1 in
April, from 51.9 prior, with the non-manufacturing PMI also
moderating to 54.9 in April from 56.3 prior. Despite coming in
below market expectations, both are still in expansionary
territory and likely reflect a shift of growth drivers to
consumption as vaccinations ramp up. Small enterprises also
outperformed large- and medium-sized firms, which helps
explain the latest divergence with the private Caixin PMI.
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KEY FINANCIAL INDICATORS

BARINGSINVESTMENTINSTITUTE.COM | 3

07 May 2021 | The Week Ahead

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
21-1637415
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