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Shoppers Jump-Start an Early Q4 Pickup

WATCH LIST
Date Period Consensus Previous
u.s.
Mon 11/1 ISM Manufacturing Oct 60.3 v 61.1
Tue 11/2 Wards Total Vehicle Sales Oct 12.30 M A 1218 M
Wed 11/3 ADP Employment Change Oct 400 K v 568 K
Wed 11/3 ISM Services Index Oct 61.9 - 61.9
Wed 11/3 FOMC Meeting Nov 0%-0.25% - 0-0.25%
Thu 11/4 Nonfarm Productivity (Preliminary Estimate) 3Q21 -1.3% v 21%
Fri 11/5 Change in Nonfarm Payrolls Oct 400 K A 194 K
Fri 11/5 Unemployment Rate Oct 4.7% v 4.8%
Fri 11/5 Consumer Credit Sep $16.2B A $14.379B
Europe
10/31-11/12 COP26 Climate Change Summit -- --
Wed 11/3 EZ Unemployment Rate Sep 7.5%
Thu 11/4 EZ Producer Price Index Sep 1.1% M/M
Thu 11/4 Bank of England Bank Rate Nov 0.175% A 0.100%
Thu 11/4 OPEC+ Meeting Nov -- --
Fri 11/5 EZ Retail Sales Sep 0.3% M/M
Asia Pacific
Sun 10/31 Japan General Election -- --
Mon 11/1 South Korea Exports Oct 29.4% YIY A 16.7% YIY
Mon 11/1 China Non-manufacturing PMI Oct 53.0 v 53.2
Mon 11/1 China Manufacturing PMI Oct 49.7 A 49.6
Mon 11/1 Caixin China Manufacturing PMI Oct 50.0 - 50.0
Wed 11/3 Caixin China Services PMI Oct 53.5 A 53.4
Fri 11/5 Japan Household Spending Sep -4.0% YIY v -3.0% Y/IY
Arrows indicate consensus forecast compared to the previous period. Local dates of release.
U.S. Europe Asia Pacific
e  Watch the FOMC meeting for a ¢ The Bank of England kept its e  China October PMIs should improve
tapering announcement Wednesday. record-low interest rate in as the energy crunch is addressed.
We V\.IIH als.o listen for rhetoric around September, but many people expect The ruling Liberal Democratic
stickier price pressures and labor a hike next week. . e
les Party should hold its majority in
struggles. e  World leaders at COP26 are planning Japan’s general election, but
e  The October employment report to combat global warming, while, the margin of victory will help
should improve, but pay attention to separately, OPEC+ members will determine Prime Minister Fumio
constraints on labor supply. show their intentions about oil supply, Kishida’s claim to a mandate for
given elevated demand. his new policies.

What This Week Means For Markets

Stickier price pressures continue to stoke fears of U.S. inflation and an early FOMC lift off. Markets are currently pricing in 2.5 rate
hikes by the end of 2022—more aggressive than Federal Reserve Chairman Jerome Powell is signalling, which has led to increases in
the short-end of the U.S. Treasury curve. The simultaneous downward movement in the long-end suggests markets may be worried
about a policy mistake weighing on growth. While inflation and corresponding market responses remain a key risk to our outlook, our
baseline position calls for the Fed to refrain from tightening too early. Please see our Monthly Macro Dashboard.
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IN REVIEW

U.S. Q3 GDP Slows, but Consumers View a Better Q4

U.S. GDP slowed more than expected in Q3, rising 2% Q/Q at an
annualized pace, compared with consensus for 2.6% and the
strong 6.7% Q/Q growth in Q2. A sharp deceleration in
consumer spending, due largely to autos, drove the slowdown,
as did supply chain bottlenecks and the Delta variant weighing
on goods and services spending. Declines in fixed investment
outside of intellectual property and a wider trade deficit also
weighed on the headline. On a positive note, inventories
supported headline growth and should continue to do so. As
COVID cases decline in Q4, growth is set to pick up.

The Conference Board Consumer Confidence Index rose from
109.8 to 113.8 in October, with increases in the present situation
and expectations components. Confidence was supported by
declining COVID cases as well as improving sentiment around
employment. The labor market differential hit a new high, which
provides support for improvement in the labor market recovery.
While COVID and elevated energy prices pose risks to the
outlook, overall, this release suggests that consumers are set to
help drive better growth in the final quarter of the year.

ECB Keeps Cool, Says “See You in December”

The ECB kept rates and its vast bond-buying program
unchanged, as widely expected. ECB President Christine
Lagarde reiterated the long-held view that inflation will rise in
the coming months before declining next year as energy prices
fall, base effects fade away, and supply and demand balance out.

The ECB sees supply shortages and high prices slowing down
the economy as balanced with risks of higher inflation. The idea
of rate hikes after inflation hits the 2% target rate for the three-
year horizon have been reiterated as well. In contrast to the
ECB, both the BoE and the Fed have signaled a move towards
less accommodative policies, which is also reflective of less-
benign inflation dynamics in their jurisdictions.

Strong Demand Still Reflected in Global Flash PMIs

Supply chain issues continue to weigh on the recovery, but
global flash Markit PMIs in October show demand is still strong.

In the U.S., flash PMIs suggest the service sector is picking up in
Q4 as COVID cases decline. The index rose to a three-month
high of 58.2 amid greater demand; encouragingly, the
employment subcomponent increased at the quickest pace since
June—a welcome sign as labor supply has been particularly
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constrained for the in-person service sector. Improvement here
supports a better October employment report, out November 5.
Meanwhile, demand remained elevated for the manufacturing
sector, but the index was weighed down by continued supply
constraints. Protracted supply chain bottlenecks are keeping
inflationary pressures elevated, with average input prices rising
at a record pace over the month. Overall, this reading further
supports our baseline outlook of a Brave New World, in which
the economy wrestles with near-term supply chain bottlenecks
and stickier price pressures, but strong growth remains intact,
while inflation should abate as supply rebounds next year.

GLOBAL MARKIT PMIS

Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21

U.S. Services mm
EZ Manufacturing 548 | 57.9
EZ Services 454 | 457

UK Manufacturing 54.1 55.1

571 | 57.7

UK Senvices 395 | 495 554 | 58
Japan Manufacturing | 4.8 51.4 515 53
Japan Services 461 | 463 | 483 | 495 | 465 | 48 | 474 | 429 [ 478 | 507

Source: Bloomberg. As of October 28, 2021.
The eurozone composite PMI fell to 54.3 in October (consensus
55.2) from 56.2 in September, due to persistent supply
bottlenecks, transportation problems, and COVID concerns.
Manufacturing remained strong (58.5) while services declined to
54.7, more than expected.

Japan services PMI topped 50 for the first time since January
2020, as COVID cases dropped and the state of emergency
ended, potentially reflecting a nascent recovery in domestic
demand. The manufacturing PMI also moved higher as oversees
demand remained robust, though supply shortages, particularly
in autos, are likely to be a continued drag.

The BOJ is a Dove Among Hawks

The Bank of Japan held monetary policy steady across all
parameters, as expected. The bank’s increasingly divergent
dovish policy stance, relative to other developed market central
banks, has led to a weaker yen. The BOJ offered no pushback,
citing that the net impact, particularly on exports and offshore
profits, is positive. Growth and prices for FY2021 were
downgraded in its outlook report, largely reflecting production
issues from supply constraints for semiconductors and other
products. FY2022 growth was upgraded, however, reflecting the
optimism around the consumption recovery. With 70% of the
population fully vaccinated and cases remaining low, September
retail sales grew 2.7% M/M, above expectations. All categories
except autos logged increases. If infections remain low,
continued normalization of consumer spending can be expected
in the coming months thanks to a slow unwind of forced savings.
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KEY FINANCIAL INDICATORS

Rates Yield 1 W Change
Fed Funds 0.25% 0 bps
U.S. SOFR 0.05% 2 bps
3 Month USD Libor 0.13% 0 bps
3 Month Euribor -0.56% -1 bps
3 Month U.S. T-Bill 0.06% 1 bps
2-Year U.S. Treasury 0.48% 11 bps
10-Year U.S. Treasury 1.53% -11 bps
10-Year German Bund -0.17% -5 bps
10-Year U.K. Gilt 1.00% -15 bps
10-Year JGB 0.10% 1 bps
Fixed Income Yield OAS
Barclays Capital U.S. Government-Treasury 1.12% N/A
Barclays Capital U.S. TIPS 1.30% N/A
Barclays Capital U.S. Aggregate 1.64% 32
Barclays Capital Global Aggregate 1.25% 33
Barclays Capital U.S. ABS 0.86% 34
Barclays Capital U.S. MBS 1.88% 24
Barclays Capital U.S. Corporate Investment Grade 2.19% 85
BAML Euro Corporate Investment Grade 0.41% 87
Barclays Capital U.S. Corporate High Yield 4.22% 289
BAML European Currency High Yield Non-Financial 2.98% 326
CS U.S. Leveraged Loans 5.01% 439
JPM CEMBI Broad Diversified 4.49% 304
JPM EMBI Global Diversified 5.15% 360
JPM GBI-EM Global Diversified 5.61% N/A
Equities Price Div Yield
S&P 500 4,551.68 1.26%
Euro STOXX 600 (Local) 474.04 2.74%
U.K. FTSE 100 (Local) 7,253.27 3.40%
Japan Nikkei 225 (Local) 29,098.24 1.56%
China Shanghai Composite (Local) 3,562.31 2.05%
MSCI AC World (Local) 741.75 1.76%
MSCI Emerging Markets (Local) 1,282.89 2.36%
Commodities/Currencies Price 1W Change
S&P GS Commodity Index 590.00 -1.0%
WTI Crude ($/bbl) 84.65 0.3%
Copper ($/Ib) 4.39 -7.8%
Gold ($/0z) 1,795.25 1.0%
U.S. Dollar Index 93.80 0.3%
Euro (USD/EUR) 1.16 -0.4%
British Pound (USD/GBP) 1.37 -0.7%
Japanese Yen (Yen/USD) 113.72 -0.5%
Chinese Yuan (CNY/USD) 6.39 0.0%

Source: FactSet and Bloomberg. As of October 27, 2021.
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1M Change

0 bps
0 bps
0 bps
-1 bps
3 bps
20 bps
5 bps
5 bps
15 bps
5 bps

1W Return

0.7%
1.5%
0.7%
0.4%
-0.1%
0.2%
1.1%
0.2%
0.0%
0.0%
0.0%
0.1%
0.6%
-0.9%

1W Return

0.4%
0.8%
0.4%
-0.5%
-0.7%
0.0%
-1.3%

1M Change

5.6%
12.1%
2.2%
2.3%
0.4%
-0.9%
0.1%
2.5%
-1.1%

3M Change 6M Change 12M Change YTD Change

0 bps 0 bps 0 bps 0 bps
0 bps 4 bps -4 bps -2 bps
0 bps -5 bps -8 bps -11 bps
-1 bps -2 bps -5 bps -1 bps
2 bps 5 bps -4 bps -2 bps
28 bps 31 bps 34 bps 37 bps
29 bps -9 bps 75 bps 61 bps
26 bps 8 bps 44 bps 40 bps
43 bps 24 bps 76 bps 81 bps
8 bps 2 bps 8 bps 8 bps
1M Return 3M Return 12M Return YTD Return
-0.2% -1.2% -2.7% -2.4%
2.1% 1.6% 7.5% 5.8%
-0.2% -0.9% -0.7% -1.4%
-0.6% -1.8% -1.6% -3.9%
-0.3% -0.5% 0.2% -0.1%
-0.1% -0.6% -0.5% -0.8%
-0.2% -0.8% 1.6% -0.8%
-0.4% -1.3% 0.3% -0.6%
-0.4% 0.4% 9.7% 4.3%
-0.8% -0.2% 7.4% 3.0%
0.4% 1.3% 8.1% 4.9%
-0.7% -0.3% 4.9% 1.2%
-0.7% -0.7% 3.8% -1.2%
-1.7% -2.7% 0.1% -7.1%
1M Return 3M Return 12M Return YTD Return
2.5% 3.8% 36.2% 22.6%
2.5% 3.4% 34.4% 18.8%
2.7% 3.7% 26.6% 12.3%
-3.8% 4.0% 23.9% 6.0%
-0.6% 5.4% 9.5% 2.6%
1.8% 3.3% 32.6% 18.3%
1.8% 2.2% 15.4% 3.3%
3M Change 6M Change 12M Change YTD Change
10.7% 17.5% 65.1% 44.1%
18.1% 34.3% 115.2% 75.1%
-3.5% -7.5% 42.0% 24.8%
-0.3% 0.6% -5.8% -4.9%
1.5% 3.2% 0.9% 4.3%
-1.9% -4.0% -2.0% -5.2%
-1.2% -1.5% 5.0% 0.3%
3.6% 4.8% 8.9% 10.1%
-1.7% -1.5% -4.8% -2.3%
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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 Sarl, 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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