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12 November 2021 

A Tough Week for Team Transitory 
W A T C H  L I S T  

 

 

Date  Period Consensus  Previous 

U.S.       

Tue 11/16 Retail Sales Oct 1.1% M/M ▲ 0.7% M/M 

Tue 11/16 Industrial Production Oct 0.8% M/M ▲ -1.3% M/M 

Tue 11/16 NAHB Housing Market Index Nov 80  80 

Wed 11/17 Building Permits Oct 1630 K ▲ 1589 K 

Wed 11/17 Housing Starts Oct 1573 K ▲ 1555 K 

Europe       

Tue 11/16 EZ GDP (Preliminary Estimate) 3Q21 2.2% Q/Q  2.2% Q/Q 

Tue 11/16 U.K. Unemployment Rate Sep 4.4% ▼ 4.5% 

Wed 11/17 U.K. Consumer Price Index Oct 3.9% Y/Y ▲ 3.1% Y/Y 

Wed 11/17 U.K. Jobless Claims Change Oct   -51.1 K 

Asia Pacific       

Mon 11/15 Japan GDP (Preliminary Estimate) 3Q21 -0.2% Q/Q ▼ 0.5% Q/Q 

Mon 11/15 China Retail Sales Oct 3.8% Y/Y ▼ 4.4% Y/Y 

Mon 11/15 China Industrial Production Oct 3.0% Y/Y ▼ 3.1% Y/Y 

Mon 11/15 China Fixed Asset Investment YTD Oct 6.2% Y/Y ▲ 7.3% Y/Y 

Mon 11/15 China Property Investment YTD Oct 8.0% Y/Y ▼ 8.8% Y/Y 

Mon 11/15 China Surveyed Jobless Rate Oct 4.9%  4.9% 

Fri 11/19 Japan Consumer Price Index Oct 0.2% Y/Y  0.2% Y/Y 

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

U.S. Europe Asia Pacific 

 We will watch October retail 

sales to gauge how declining 

COVID cases and an early start to 

holiday shopping are impacting 

consumer spending patterns. 

 Watch industrial production 

numbers for October, given 

protracted supply constraints are 

keeping demand outpacing supply. 

 U.K. inflation and 

unemployment numbers for 

October could tilt the balance at the 

Bank of England from dovish to 

hawkish and towards a hike (see next 

page for more details). Given this, 

statistics scheduled to be released 

Wednesday, November 17 will be 

closely followed. 

 

 China activity data for October will 

likely show the impact of the latest 

COVID outbreak, particularly on retail 

sales and services. Meanwhile, easing 

production constraints could be a 

tailwind for industrial activity.  

 Japan Q3 GDP is expected to 

contract, given fallout from 

depressed consumption and 

shortages impacting production.   

What This Week Means For Markets 

The upward surprise in the U.S. consumer price index stoked market fears surrounding higher and more persistent inflation. Following 

the print, equities declined, rate hike bets for 2022 increased and were pulled forward, which led short-end rates to rise as the curve 

continued to flatten. Meanwhile, inflation hedges such as gold and silver rose. The impact was also felt across the Atlantic, with euro 

area rates moving up—albeit less than in the U.S.—with the major adjustment in FX, as the euro reached its weakest value against the 

U.S. dollar in 15 months and the U.S. Dollar Index is making fresh year-to-date highs. Separately, the U.S. employment report 

highlighted continued labor supply constraints. Odds of our baseline outlook of a Brave New World—where inflation lingers into next 

year and then gradually declines—may be falling compared to our Perfect Storm scenario, in which inflation takes hold and drives the 

UST above 2% before demand destruction leads it to fall. However, we remain with our Brave New World outlook, as we believe 

normalization in supply and demand will ease price pressures in 2H22. Please see our Monthly Macro Dashboard. 

https://bwebprod.blob.core.windows.net/assets/user/media/macro-dashboard-10.21.pdf
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I N  R E V I E W  

U.S. Inflation Surprises to the Upside 

The U.S. consumer price index (CPI) surprised to the upside in 

October, rising 0.9% M/M (cons. 0.6%) and up 6.2% Y/Y (cons. 

5.9%). Excluding volatile food and energy components, core CPI 

rose 0.6% M/M and 4.6% Y/Y. While energy, owners’ equivalent 

rent, used vehicles, and food accounted for 70% of the M/M 

increase, price pressures broadened further. Protracted supply 

constraints are having a broad impact, and excess savings allows 

a portion to be passed on to consumers. October’s CPI print will 

challenge the Fed to defend its view of transitory price 

pressures. Markets are increasingly worried about persistent 

inflation and are pricing in a Fed reaction to higher prices—with 

the market probability of two 2022 rate hikes rising after the 

report. If the FOMC maintains its view that inflation pressures 

will abate in 2H22, it will do what it can to refrain from hiking 

too soon and too fast, particularly as it noted at its November 

meeting that its tools would not impact supply constraints. 

Our baseline scenario of a Brave New World calls for inflation to 

linger for longer—likely through 2H22, possibly getting worse 

before it gets better—and then to gradually subside as supply 

chains heal and demand normalizes. However, the possibility of 

stickier inflation boosting expectations and wage demands given 

current constraints on labor supply remain a risk to the outlook. 

Job Gains Quicken But Supply Remains Constrained 

The U.S. October employment report showed a faster pace of job 

creation. Nonfarm payrolls beat expectations, rising 531,000 

(cons. 450,000) with strong upward revisions to the prior two 

months. Gains were broad-based across sectors, and declining 

COVID cases facilitated an acceleration in leisure and hospitality 

employment. Education employment remained a drag, given 

seasonal adjustments and less favorable sector conditions. 

CHANGE IN NONFARM PAYROLLS, THOUSANDS 

Source: Bloomberg. As of November 11, 2021.  

The unemployment rate fell to 4.6% for the right reasons, but 

labor supply barely moved, suggesting constraints other than 

supplemental unemployment insurance benefits are keeping 

workers on the sidelines. This remains a key risk to the outlook: 

the longer workers are out, the longer wage pressures can 

persist. While we remain with the view that more workers will 

return as COVID cases decline and pent-up savings is spent, it is 

happening at a slower pace than previously expected. 

China’s Cautious Path on Stimulus 

While impacted by the same disruptions as the rest of the world, 

inflationary dynamics in China remain very different. Headline 

CPI in October normalized to 1.5% Y/Y (from 0.7% prior), as 

food deflation eased and energy costs rose. Slow consumption 

and a sluggish service sector recovery, given the Zero-COVID 

approach, should continue weighing on prices. Meanwhile, 

producer prices continued to surge, rising to a 26-year high of 

13.5% Y/Y in October, led by energy-intensive products. 

However, downstream consumer goods PPI remained subdued, 

implying weak pass-through of costs. The clampdown on coal 

and commodity prices should help limit further increases in PPI.  

Total Social Financing and loan growth both stabilized in 

October, as government bond issuance and mortgage loans 

appeared strong. That said, policymakers will likely be cautious 

deploying broad-based stimulus, especially given elevated 

producer prices. Targeted easing such as the new 

decarbonization lending facility and tax deferrals for small- and 

medium-sized enterprises should help on the margin.   

U.K. GDP Slowdown Adds Uncertainty on Rates 

U.K. GDP grew 1.3% Q/Q, below consensus and Bank of 

England estimates of 1.5%. Growth showed some worrying 

signs—more than the downside surprise. Consumer spending 

was weak, causing consumer-facing services (recreation, 

restaurants, food and retail) to contract 0.6% Q/Q. Investment 

was again a disappointment, growing 0.8% Q/Q (cons. 2.4%). 

The concoction of supply and labor shortages, surging energy 

prices and phasing out of fiscal support point towards a further 

slowdown in the fourth quarter. An uncertain recovery, together 

with elevated inflation (current CPI is 3.1% and RPI 4.9%), put 

the BoE in a difficult spot. Markets are pricing a hike for the 

next BoE meeting in December, but they have already been 

blindsided by contradicting communication from the Bank last 

month. Should labor markets show a less-than-smooth 

transition of furlough workers back to employment, hike 

expectations could be disappointed again. Labor market 

statistics released next Wednesday will be followed very closely. 
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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 0 bps 4 bps -5 bps -2 bps

3 Month USD Libor 0.15% 1 bps 3 bps 3 bps -1 bps -6 bps -8 bps

3 Month Euribor -0.57% 0 bps -2 bps -2 bps -4 bps -6 bps -2 bps

3 Month U.S. T-Bill 0.05% 0 bps 0 bps 1 bps 4 bps -5 bps -3 bps

2-Year U.S. Treasury 0.49% 2 bps 19 bps 27 bps 35 bps 31 bps 38 bps

10-Year U.S. Treasury 1.56% -2 bps -5 bps 21 bps -4 bps 59 bps 64 bps

10-Year German Bund -0.27% -10 bps -11 bps 20 bps -5 bps 22 bps 31 bps

10-Year U.K. Gilt 0.88% -19 bps -26 bps 30 bps 9 bps 49 bps 69 bps

10-Year JGB 0.06% -2 bps -2 bps 4 bps -2 bps 3 bps 4 bps

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

Barclays Capital U.S. Government-Treasury 1.17% N/A 0.3% 0.5% -0.6% -1.7% -2.5%

Barclays Capital U.S. TIPS 1.36% N/A 1.6% 2.3% 2.5% 8.9% 6.2%

Barclays Capital U.S. Aggregate 1.69% 34 0.2% 0.5% -0.3% -0.4% -1.5%

Barclays Capital Global Aggregate 1.25% 34 0.2% 0.4% -1.5% -1.5% -4.1%

Barclays Capital U.S. ABS 0.93% 37 -0.1% -0.4% -0.5% 0.2% -0.2%

Barclays Capital U.S. MBS 1.92% 27 -0.1% 0.0% -0.4% -0.6% -1.0%

Barclays Capital U.S. Corporate Investment Grade 2.24% 87 0.4% 1.2% 0.2% 1.6% -0.9%

BAML Euro Corporate Investment Grade 0.34% 90 0.4% 0.3% -0.9% 0.6% -0.2%

Barclays Capital U.S. Corporate High Yield 4.16% 280 0.5% 0.7% 1.2% 7.8% 4.9%

BAML European Currency High Yield Non-Financial 2.93% 331 0.5% 0.4% -0.1% 6.0% 3.5%

CS U.S. Leveraged Loans 5.02% 433 0.2% 0.3% 1.5% 7.1% 5.1%

JPM CEMBI Broad Diversified 4.52% 304 0.0% 0.0% -0.5% 4.0% 1.0%

JPM EMBI Global Diversified 5.09% 349 0.8% 1.2% -0.2% 2.2% -0.8%

JPM GBI-EM Global Diversified 5.60% N/A 1.1% -0.2% -2.3% -2.9% -7.1%

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

S&P 500 4,646.71 1.23% -0.2% 5.9% 5.1% 33.0% 25.2%

Euro STOXX 600 (Local) 483.76 3.06% 0.5% 5.8% 2.4% 25.8% 21.2%

U.K. FTSE 100 (Local) 7,340.15 3.35% 1.3% 3.4% 2.5% 16.6% 13.6%

Japan Nikkei 225 (Local) 29,106.78 1.63% -1.4% 3.8% 4.4% 16.9% 6.1%

China Shanghai Composite (Local) 3,492.46 2.08% -0.2% -2.8% -1.1% 3.9% 0.6%

MSCI AC World (Local) 751.46 1.76% 0.0% 4.9% 3.4% 28.2% 20.2%

MSCI Emerging Markets (Local) 1,274.39 2.41% 0.7% 1.0% -0.7% 11.0% 2.7%

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

S&P GS Commodity Index 579.21 -0.3% 0.4% 11.1% 11.2% 57.0% 41.5%

WTI Crude ($/bbl) 81.34 0.6% 2.3% 19.0% 25.3% 97.5% 68.2%

Copper ($/lb) 4.33 0.0% 1.1% -0.5% -8.6% 37.4% 23.2%

Gold ($/oz) 1,859.40 5.4% 4.9% 7.9% 1.0% -1.0% -1.5%

U.S. Dollar Index 94.85 1.1% 0.8% 1.9% 5.1% 2.3% 5.5%

Euro (USD/EUR) 1.15 -0.6% -0.5% -1.7% -5.3% -2.6% -5.9%

British Pound (USD/GBP) 1.35 -1.4% -1.2% -2.7% -4.7% 1.7% -1.4%

Japanese Yen (Yen/USD) 113.91 -0.1% 1.7% 3.0% 4.8% 8.3% 10.3%

Chinese Yuan (CNY/USD) 6.39 -0.1% -0.9% -1.4% -0.4% -3.2% -2.3%

Source: FactSet and Bloomberg. As of November 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, 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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