
 
 

 

 

 
  BARINGSINVESTMENTINSTITUTE.COM |  1

19 November 2021 

Is the U.K. the Newest Leading Indicator? 
W A T C H  L I S T  

 

 

Date  Period Consensus  Previous 

U.S.       

Mon 11/22 Existing Home Sales Oct 6.20 M ▼ 6.29 M 

Tue 11/23 Markit Manufacturing PMI (Preliminary Estimate) Nov 58.7 ▲ 58.4 

Tue 11/23 Markit Services PMI (Preliminary Estimate) Nov 59.0 ▲ 58.7 

Wed 11/24 GDP, Annualized (Second Estimate) 3Q21 2.2% Q/Q ▲ 2.0% Q/Q 

Wed 11/24 Personal Spending Oct 0.9% M/M ▲ 0.6% M/M 

Wed 11/24 Personal Income Oct 0.4% M/M ▲ -1.0% M/M 

Wed 11/24 Core PCE Deflator Oct 4.1% Y/Y ▲ 3.6% Y/Y 

Wed 11/24 New Home Sales Oct 808 K ▲ 800K 

Wed 11/24 FOMC Meeting Minutes Nov --  -- 

Thu 11/25 Markets Closed for Thanksgiving  --  -- 

Europe       

Mon 11/22 EZ Consumer Confidence (Advance Estimate) Nov -5.2 ▼ -4.8 

Tue 11/23 EZ Markit Manufacturing PMI (Preliminary Estimate) Nov 57.5 ▼ 58.3 

Tue 11/23 EZ Markit Services PMI (Preliminary Estimate) Nov 54.1 ▼ 54.6 

Tue 11/23 U.K. Markit Manufacturing PMI (Preliminary Estimate) Nov 57.4 ▼ 57.8 

Tue 11/23 U.K. Markit Services PMI (Preliminary Estimate) Nov 58.2 ▼ 59.1 

Asia Pacific       

Mon 11/22 PBOC Meeting Nov --  -- 

Mon 11/22 South Korea Exports, 20 Days Nov   36.1% Y/Y 

Tue 11/23 Jibun Bank Japan Mfg. PMI (Preliminary Estimate) Nov   53.2 

Tue 11/23 Jibun Bank Japan Services PMI (Preliminary Estimate) Nov   50.7 

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

U.S. Europe Asia Pacific 

 The core Personal 

Consumption Expenditure 

(PCE) deflator—the Fed’s 

preferred inflation measure—

should rise in October as price 

pressures get worse before they get 

better. Meanwhile, markets await 

President Biden’s Fed nomination. 

 Flash PMIs for November should 

show the Q4 rebound and impacts 

from early holiday shopping. 

 We will watch the November euro 

area consumer confidence 

indicator, which has wavered around 

all-time highs for three months. 

 Euro area and U.K. PMIs will 

indicate whether supply-side 

constraints and inflation are starting 

to weigh on production. They haven’t 

so far. 

 

 Japan PMIs for November will 

show the expected normalization in 

activity for Q4 and whether supply 

shortages remain an issue for 

production.   

 The PBOC meeting will show 

how much additional stimulus, 

such as a reserve requirement ratio 

(RRR) cut, can be implemented; 

only targeted measures have been 

emphasized so far.  

What This Week Means For Markets 

An upside surprise in U.K. inflation and solid labor market improvements reinforced markets pricing a 10-15 bps rate hike by the BoE 

at its December meeting. Meanwhile, energy prices eased with the announcement that China will release oil reserves and could provide 

some downside pressure to still-elevated market inflation expectations, especially with breakeven yields in the U.S. close to 2021 highs. 

A positive beat in U.S. retail sales and strong corporate earnings also supported a climb in equities; combined with the bipartisan 

infrastructure package, this supports our baseline outlook for increased Q4 growth. 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.K. Data Point Toward an Imminent BoE Hike  

Annual U.K. inflation surprised to the upside, rising 4.2% Y/Y in 

October 2021, above the market forecast of 3.9% and September 

levels of 3.1%; a 12% jump in utility bills and higher fuel prices 

helped drive the increase. Upward contribution also came from 

used car prices, hospitality, and food and beverages.  

U.K. inflation is likely to remain more elevated than in the euro 

area, due to more severe labor shortages and supply disruptions 

caused by the compounded effects of Brexit and the pandemic. 

The U.K. labor market is recovering well, with unemployment 

declining to 4.3% in the three months leading to September, well 

below market expectations and only 0.3 percentage points above 

pre-pandemic levels. U.K. government data showed strong 

October payrolls, suggesting a smooth transition from furloughs. 

Labor demand is recovering faster in the presence of shortages 

and strong inflationary pressures, reinforcing expectations of a 

10-15bps hike by the BoE in December, as well as further hikes

in 2022. Markets are already pricing in a 25bp hike by January,

with 100% probability. 

Headwinds for China Remain, But Are Improving 

Despite the improvement in domestic activity, headwinds from 

the Zero-COVID approach and property policy tightening 

present headwinds to a sustained recovery. October retail sales 

grew 4.9% Y/Y, above expectations, lifted by a strong Golden 

Week holiday. Retail sales are still below its pre-pandemic 

growth rate, as pandemic concerns remain a drag, particularly 

for the services industry, with restaurant sales also remaining 

tepid and growth in the services output index moderating 

further in the month.  

CHINA FIXED ASSET INVESTMENT Y/Y GROWTH 

(TWO-YEAR AVERAGE) 

Source: Bloomberg. As of November 17, 2021.  

Meanwhile, industrial production showed a robust rebound, 

growing 3.5% Y/Y, above expectations, following policy 

interventions that led to the easing of power constraints and an 

increase in coal output. Finally, fixed asset investment came in 

slightly below expectations, growing 6.1% Y/Y amid weakness in 

the property sector. Manufacturing investment saw continued 

strength, and, given still-strong international demand and 

elevated industrial profits, should be supportive of private 

capex. Meanwhile, infrastructure investment has been hard-

pressed to pick up despite increased government bond issuance. 

U.S. Inflation Isn’t Ruining the Holiday Spirit 

Stickier U.S. inflation pressures are weighing on consumer 

sentiment, but shoppers continue to spend. The University of 

Michigan consumer sentiment index for November fell to its 

lowest level in a decade, with declines in both current conditions 

and expectations. While the median expected inflation for the 

coming year rose from 4.8% to 4.9%, expectations for five years 

ahead held steady at 2.9%, signalling that consumers see 

worsening near-term pressures but they expect them to ease. 

Despite frustration about elevated inflation, shoppers continue 

to spend at an impressive pace. Retail sales beat expectations, 

accelerating from 0.8% M/M to 1.7% M/M in October, amid an 

early start to the holiday shopping season. Gains were broad-

based across sectors, and even adjusting for inflation, real retail 

sales were up over the month. The strong October spending data 

supports our baseline view for a pickup in Q4 growth. 

Japan Q3 GDP Facing the Brunt of Delta 

Real Gross Domestic Product (GDP) contracted -0.8% Q/Q in 

Q3, a sharper drop than expected, amid a combination of the 

extended State of Emergency that lasted for most of the quarter, 

and semiconductor shortages, particularly in autos, which 

impacted consumption. Supply constraints were also felt in 

exports and capex, with the former declining for the first time in 

five quarters. GDP remains more than 2% below year-end 2019 

levels, and the delayed recovery increases the risk of our Gravity 

Prevails scenario (see link on page 1). However, easing infections 

and a high vaccination rate, together with business and 

consumer sentiment surveys moving higher, bodes well for a 

revival of consumption, particularly in Q4. Additional stimulus 

spending is expected to total ¥56 trillion (10% of GDP), which 

includes cash distributions to households and should support 

the recovery into next year.   
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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 -4 bps -2 bps

3 Month USD Libor 0.16% 0 bps 3 bps 3 bps 1 bps -7 bps -8 bps

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

3 Month U.S. T-Bill 0.05% -1 bps -1 bps -2 bps 3 bps -4 bps -3 bps

2-Year U.S. Treasury 0.50% 1 bps 10 bps 29 bps 35 bps 33 bps 38 bps

10-Year U.S. Treasury 1.61% 5 bps 3 bps 35 bps -3 bps 74 bps 69 bps

10-Year German Bund -0.24% 2 bps -7 bps 23 bps -14 bps 32 bps 33 bps

10-Year U.K. Gilt 0.97% 9 bps -12 bps 41 bps 10 bps 64 bps 77 bps

10-Year JGB 0.07% 1 bps -1 bps 6 bps 0 bps 5 bps 5 bps

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

Barclays Capital U.S. Government-Treasury 1.19% N/A -0.3% 0.0% -1.3% -2.7% -2.7%

Barclays Capital U.S. TIPS 1.37% N/A 0.0% 1.6% 2.3% 8.4% 6.2%

Barclays Capital U.S. Aggregate 1.73% 35 -0.3% -0.2% -1.1% -1.3% -1.9%

Barclays Capital Global Aggregate 1.28% 35 -0.9% -0.8% -2.6% -3.1% -4.9%

Barclays Capital U.S. ABS 0.94% 38 0.0% -0.2% -0.6% 0.1% -0.2%

Barclays Capital U.S. MBS 1.96% 27 -0.1% -0.2% -0.7% -0.9% -1.1%

Barclays Capital U.S. Corporate Investment Grade 2.31% 91 -0.7% -0.2% -1.2% 0.0% -1.6%

BAML Euro Corporate Investment Grade 0.43% 99 -0.5% -0.1% -1.5% -0.4% -0.7%

Barclays Capital U.S. Corporate High Yield 4.36% 296 -0.5% 0.1% 0.7% 7.3% 4.4%

BAML European Currency High Yield Non-Financial 2.96% 336 -0.2% 0.3% -0.3% 5.2% 3.3%

CS U.S. Leveraged Loans 5.07% 434 0.0% 0.3% 1.4% 7.1% 5.2%

JPM CEMBI Broad Diversified 4.56% 302 -0.1% -0.1% -0.9% 3.3% 0.9%

JPM EMBI Global Diversified 5.24% 356 -1.1% -0.3% -1.7% 0.5% -1.8%

JPM GBI-EM Global Diversified 5.68% N/A -1.3% -2.5% -3.5% -4.8% -8.3%

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

S&P 500 4,688.67 1.23% 0.9% 5.0% 5.8% 31.8% 26.4%

Euro STOXX 600 (Local) 489.95 3.06% 1.3% 4.4% 3.4% 26.0% 22.8%

U.K. FTSE 100 (Local) 7,291.20 3.39% -0.7% 0.8% 1.5% 14.5% 12.9%

Japan Nikkei 225 (Local) 29,688.33 1.61% 2.0% 2.1% 8.3% 14.1% 8.2%

China Shanghai Composite (Local) 3,537.37 2.05% 1.3% -1.0% 2.6% 5.9% 1.9%

MSCI AC World (Local) 756.35 1.75% 1.0% 3.8% 5.5% 27.1% 21.5%

MSCI Emerging Markets (Local) 1,286.87 2.39% 1.2% 0.5% 2.9% 10.6% 3.9%

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

S&P GS Commodity Index 572.28 -1.2% -3.3% 11.0% 9.9% 54.7% 39.8%

WTI Crude ($/bbl) 78.36 -3.5% -4.9% 17.8% 18.3% 90.0% 62.1%

Copper ($/lb) 4.27 -1.3% -9.7% 1.7% -9.5% 33.7% 21.6%

Gold ($/oz) 1,864.90 0.3% 5.2% 4.2% 0.6% -1.3% -1.2%

U.S. Dollar Index 95.83 1.0% 2.0% 2.9% 6.3% 3.7% 6.6%

Euro (USD/EUR) 1.13 -1.8% -2.6% -3.5% -6.9% -4.8% -7.6%

British Pound (USD/GBP) 1.35 -0.1% -2.2% -2.0% -4.6% 1.5% -1.5%

Japanese Yen (Yen/USD) 114.55 0.6% 0.4% 4.5% 4.9% 9.9% 10.9%

Chinese Yuan (CNY/USD) 6.38 -0.2% -0.7% -1.5% -0.9% -2.7% -2.4%

Source: FactSet and Bloomberg. As of November 17, 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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