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The Recovery Can Still Rely on Europe’s Support 
W A T C H  L I S T  

 

 

Date  Period Consensus  Previous 

U.S.       

Mon 9/20 NAHB Housing Market Index Sep 73 ▼ 75 

Tue 9/21 Building Permits Aug 1593 K ▼ 1635 K 

Tue 9/21 Housing Starts Aug 1540 K ▲ 1534 K 

Wed 9/22 Existing Home Sales Aug 5.81 M ▼ 5.99 M 

Wed 9/22 FOMC Monetary Policy Meeting Sep 0.0% - 0.25%  0.0% - 0.25% 

Thu 9/23 Markit Manufacturing PMI (Preliminary Estimate) Sep 60.0 ▼ 61.1 

Thu 9/23 Markit Services PMI (Preliminary Estimate) Sep   55.1 

Fri 9/24 New Home Sales Aug 714 K ▲ 708 K 

Europe       

Tue 9/21 OECD Interim Economic Outlook  --  -- 

Thu 9/23 Bank of England Bank Rate Sep 0.1%  0.1% 

Thu 9/23 EZ Markit Manufacturing PMI (Preliminary Estimate) Sep 60.3 ▼ 61.4 

Thu 9/23 EZ Markit Services PMI (Preliminary Estimate) Sep 59.0  59.0 

Thu 9/23 U.K. Markit Manufacturing PMI (Preliminary Estimate) Sep   60.3 

Thu 9/23 U.K. Markit Services PMI (Preliminary Estimate) Sep   55.0 

Asia Pacific       

9/20-9/21 China and Japan Markets Closed  --  -- 

Wed 9/22 Hong Kong Markets Closed  --  -- 

Wed 9/22 PBOC Monetary Policy Meeting Sep --  -- 

Wed 9/22 BOJ Policy Rate Sep   -0.1% 

Fri 9/24 Japan Consumer Price Index Aug -0.4% Y/Y ▼ -0.3% Y/Y 

Fri 9/24 Jibun Bank Japan Mfg. PMI (Preliminary Estimate) Sep   52.7 

Fri 9/24 Jibun Bank Japan Services PMI (Preliminary Estimate) Sep   42.9 

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

U.S. Europe Asia Pacific 

 The taper announcement is not 

expected at Wednesday’s FOMC 

meeting, though it likely remains on 

track to begin by year-end. Updated 

projections and the first 2024 dot will 

indicate the pace of tightening being 

considered. 

 We will watch September PMIs to 

gauge the impacts from supply 

constraints and Delta. 

 Markit flash PMIs for September 

will complete Q3 high-frequency 

activity data. Small declines are 

expected and would signal a Q3 

GDP print north of 7% annualized. 

 The BoE meeting will show how it 

manages unusually strong inflation, 

driven by Brexit-related labor 

shortages, surging energy prices, 

and COVID disruptions. 

 The BOJ will likely maintain the 

status quo while focus will be on 

the Jibun/Markit flash PMIs 

for the services industry, 

particularly as new cases have 

declined since mid-August.  

 The PBOC is expected to refrain from 

any broad-based easing, but the 

prospect of another reserve 

requirement ratio cut is rising.  

What This Week Means For Markets 

While uncertainty around COVID and tapering are maintaining the risk-off sentiment, the U.S. 10-year yield jumped immediately after 

the stronger-than-expected U.S. retail sales print. In China, concerns about an Evergrande collapse and continued regulatory 

crackdowns weighed heavily on Chinese risk assets. In Japan, optimism about further fiscal spending from the post-Suga 

administration boosted equities. PMIs next week will likely show if we can expect further upside in the reopening trade or whether the 

cycle has moved to a slowdown stage, implying a moderation of returns for risk assets. Please see our Monthly Macro Dashboard. 

https://bwebprod.blob.core.windows.net/assets/user/media/macro-dashboard-08.31.21.pdf
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I N  R E V I E W  
 

EU Finance Ministers in no Mood for Austerity 

EU finance ministers launched discussions on the future of the 

Stability and Growth Pact (SGP) at the ECOFIN meeting 

September 10 and 11, reviewing rules aimed at ensuring fiscal 

restraint in the EU. The SGP was suspended when COVID hit in 

order to avoid a repeat of 2009, when rules limited 

governments’ ability to spend and sustain the economy amid a 

sharp global recession. Crucial for the future of European fiscal 

policy, EU finance ministers seem intent on avoiding reinstating 

these rules too early, as premature action would hurt the 

recovery. Europe may never have her Hamiltonian moment with 

the setting of permanent fiscal transfers, but she should also 

avoid a rerun of 2009—already a major improvement. 

The official discussion paper frames the debate within these key 

questions: 1) is there sufficient flexibility under SGP to allow 

enough adjustment time to support growth? 2) is the flexible use 

of current fiscal framework enough to allow fiscal policy to 

support the recovery and restructure our economies and 

societies? If it’s true that who frames the questions determines 

the answers, a return to short-sighted fiscal rules and premature 

synchronized austerity in the EU is out of question.  

European Data Beat Expectations, for Good & Bad 

EZ industrial production grew 1.5% in July, comfortably above 

the 0.6% consensus, and shows signs of stabilizing around 7% 

Y/Y, considerably faster than pre-COVID. As the first hard data 

for Q3 activity, the print bodes well for GDP, which should grow 

around 7-8% annualized in the quarter, bringing EZ 2021 GDP 

growth close to 6%, our above-consensus call. For the third time 

in four months, U.K. inflation also surprised notably on the 

upside (3.2% vs. 2.9% consensus), on the back of a generalized 

acceleration in prices aggravated by labor and supply side 

disruptions from Brexit and COVID. This puts the BoE in a tight 

spot, having to manage a still-recovering economy from one of 

the biggest drops seen in Europe, as well as surging inflation. No 

policy change is expected at next week’s meeting, but the debate 

between temporary and persistent inflation theorists will likely 

heat up. Meeting minutes in two weeks should be telling. 

Stronger U.S. Spending & Cooling Price Pressures 

In the U.S., August brought stronger-than-expected spending 

and cooling inflation, adding support for our central scenario. 

Retail sales rose 0.7% M/M in August, above consensus for a 

0.7% decline. While the July data was revised lower, sales show 

that consumers continue to spend even as COVID cases rise. 

Sectors that benefited during the pandemic, such as nonstore 

and furniture and home furnishings, rose in August, while sales 

at restaurants and bars were unchanged; this suggests Delta’s 

spread is impacting spending patterns, even as overall spending 

remains strong. Back-to-school shopping and excess savings 

should support spending in September. 

U.S. RETAIL SALES, M/M% 

Source: Haver. As of September 16, 2021. 

 

U.S. inflation eased in August, as the headline CPI moderated 

from 5.4% Y/Y in July to 5.3% in August and the core index 

cooled from 4.3% Y/Y to 4% Y/Y. Easing in reopening categories 

such as airfares and used car prices drove the moderation. As 

COVID concerns fade again, there could be some volatility in 

reopening sectors, but pressures continue to appear transitory. 

Delta’s Spread Takes a Toll on China Consumption 

August retail sales in China slowed notably—decelerating 2.5% 

Y/Y (from 8.5% prior)—while service output also took a hit, 

growing only 4.8% Y/Y (from 7.8% prior); the Delta variant’s 

spread and containment measures likely weighed on economic 

activity. Production and investment were less affected but softer 

than expected. Industrial production in August slowed to 5.3% 

Y/Y (from 6.4% prior), weighed down by chip shortages for auto 

production and carbon-reduction initiatives in energy-intensive 

industries. While fixed asset investment also moderated to 8.9% 

(from 10.3% prior), manufacturing and private investment 

continue seeing upward momentum, with the government bond 

issuance increase yet to translate to infrastructure investment.  

The latest outbreak in the Fujian province could continue 

weighing on consumer activity, especially amid the Mid-Autumn 

Festival on September 21—China’s second-most important 

cultural holiday and a driver of tourism and consumer spending. 

China shows no signs of abandoning its zero-COVID strategy, 

even with sporadic outbreaks seemingly the new normal.  

https://www.rijksoverheid.nl/binaries/rijksoverheid/documenten/kamerstukken/2021/09/07/bijlage-4-informalecofinws03fiscal-scenarios/bijlage-4-informalecofinws03fiscal-scenarios.pdf
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K E Y  F I N A N C I A L  I N D I C A T O R S  

 

 

 
 
 

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 0.05% 0 bps 0 bps 4 bps 4 bps -5 bps -2 bps

3 Month USD Libor 0.12% 0 bps 0 bps 0 bps -6 bps -13 bps -12 bps

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

3 Month U.S. T-Bill 0.04% 0 bps -1 bps 2 bps 1 bps -7 bps -4 bps

2-Year U.S. Treasury 0.21% 0 bps 0 bps 5 bps 7 bps 8 bps 10 bps

10-Year U.S. Treasury 1.31% -3 bps 0 bps -20 bps -30 bps 63 bps 39 bps

10-Year German Bund -0.32% 1 bps 15 bps -8 bps 2 bps 17 bps 26 bps

10-Year U.K. Gilt 0.67% 4 bps 10 bps -9 bps -14 bps 46 bps 47 bps

10-Year JGB 0.03% -1 bps 1 bps 0 bps -7 bps 2 bps 1 bps

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

Barclays Capital U.S. Government-Treasury 0.87% N/A 0.4% 0.3% 1.7% -2.1% -1.2%

Barclays Capital U.S. TIPS 1.01% N/A 0.3% 0.7% 3.1% 6.5% 4.7%

Barclays Capital U.S. Aggregate 1.42% 35 0.4% 0.4% 1.5% 0.0% -0.4%

Barclays Capital Global Aggregate 1.05% 33 0.4% 0.0% 0.2% 0.6% -2.2%

Barclays Capital U.S. ABS 0.56% 30 0.0% 0.0% 0.2% 0.8% 0.4%

Barclays Capital U.S. MBS 1.69% 33 0.1% 0.2% 0.6% 0.1% -0.2%

Barclays Capital U.S. Corporate Investment Grade 1.97% 86 0.7% 0.7% 2.3% 2.7% 0.3%

BAML Euro Corporate Investment Grade 0.25% 84 0.0% -0.6% 0.5% 2.0% 0.1%

Barclays Capital U.S. Corporate High Yield 3.75% 277 0.3% 1.3% 1.9% 10.9% 5.0%

BAML European Currency High Yield Non-Financial 2.50% 295 0.3% 0.5% 1.0% 8.6% 4.1%

CS U.S. Leveraged Loans 4.75% 441 0.2% 0.7% 1.0% 7.6% 4.4%

CS Western European Leveraged Loans Non-USD 4.15% 406* 0.1% 0.5% 0.9% 7.3% 3.9%

JPM CEMBI Broad Diversified 4.20% 303 0.1% 0.6% 1.4% 6.0% 2.4%

JPM EMBI Global Diversified 4.80% 344 0.3% 1.3% 1.7% 4.3% 1.0%

JPM GBI-EM Global Diversified 5.10% N/A 0.0% 0.8% -1.8% 2.5% -3.8%

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

S&P 500 4,480.70 1.27% -0.7% 0.4% 5.9% 33.7% 20.5%

Euro STOXX 600 (Local) 463.91 2.72% -0.8% -2.5% 1.1% 25.1% 16.3%

U.K. FTSE 100 (Local) 7,016.49 3.48% -1.1% -2.8% -2.2% 14.9% 8.6%

Japan Nikkei 225 (Local) 30,511.71 1.44% 1.1% 9.1% 3.6% 30.1% 11.2%

China Shanghai Composite (Local) 3,656.22 1.95% -0.5% 4.0% 2.8% 10.9% 5.3%

MSCI AC World (Local) 737.08 1.75% -0.9% 0.3% 3.9% 30.1% 16.9%

MSCI Emerging Markets (Local) 1,288.68 2.27% -1.9% 0.4% -3.8% 16.6% 2.7%

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

S&P GS Commodity Index 545.01 3.1% 3.9% 2.9% 10.8% 57.9% 33.1%

WTI Crude ($/bbl) 72.61 4.7% 6.2% 0.8% 11.1% 89.6% 50.2%

Copper ($/lb) 4.40 4.1% 0.4% 1.5% 6.2% 43.8% 25.3%

Gold ($/oz) 1,796.95 0.6% 1.3% -3.7% 4.3% -7.8% -4.8%

U.S. Dollar Index 92.55 -0.1% 0.0% 2.2% 0.8% -0.5% 2.9%

Euro (USD/EUR) 1.18 0.1% 0.2% -2.5% -0.8% -0.3% -3.4%

British Pound (USD/GBP) 1.38 0.7% -0.2% -1.8% -0.2% 7.6% 1.2%

Japanese Yen (Yen/USD) 109.30 -0.9% -0.5% -0.7% 0.2% 3.6% 5.9%

Chinese Yuan (CNY/USD) 6.44 -0.4% -0.7% 0.5% -1.0% -5.0% -1.6%

Source: FactSet and Bloomberg. As of September 15, 2021.

Note: *As of September 9, 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, BaringAsset 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.  
 
OTHER RESTRICTIONS: The distribution of this document is restricted by law. No action has been or will be taken by Barings to permit 
the possession or distribution of the document in any jurisdiction, where action for that purpose may be required. Accordingly, the 
document may not be used in any jurisdiction except under circumstances that will result in compliance with all applicable laws and 
regulations. Any service, security, investment or product outlined in this document may not be suitable for a prospective investor or 
available in their jurisdiction.  
 
Copyright and Trademark: Copyright © 2021 Barings. Information in this document may be used for your own personal use, but may not 
be altered, reproduced or distributed without Barings’ consent. 
 
The BARINGS name and logo design are trademarks of Barings and are registered in U.S. Patent and Trademark Office and in other 
countries around the world. All rights are reserved. 
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