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Vaccine News Gives Markets Another Shot

I N  R E V I E W  

 The ISM manufacturing index 

remained in strong expansionary 

territory in November. The 

employment index weakened as 

rising COVID cases lead to labor 

shortages. The ISM services 

index expanded for the sixth-

consecutive month, but at a slower 

pace in November. 

 Initial claims fell 75,000 to a still-

elevated 712,000 in W/E November 

28. The Thanksgiving holiday likely 

led to greater volatility, and a 

Government Accountability Office 

report noted data is less reliable. 

Continuing claims fell 569,000 to 

5.52 million in W/E November 21 

due in part to individuals shifting to 

PEUC claims (13-week extension). 

 FHFA house price index rose at 

a record pace in Q3, up 3.1% Q/Q 

and 7.8% Y/Y, amid robust demand 

across the U.S. and tight supply. 

 EZ CPI stayed weak at -0.3% Y/Y in 

November. 

 EZ unemployment rate 

remained virtually stable at 8.4% in 

October, as furlough schemes are 

still in place.  

 EZ retail sales were up 2.8% in 

October and are now well-above 

pre-COVID levels. 

 China PMIs remained vibrant in 

November, showing continued 

strong growth momentum. 

 Japan’s industrial production 

rose 3.8% M/M in October, 

indicating the economy continues to 

recover. However, output remains 

4.5% below pre-crisis levels due to 

declining investment and no 

consumption. 

W A T C H  L I S T  

 

U.S. 

 Eyes are on initial claims data to see to how rising COVID cases and restrictions 

are weighing on the U.S. labor market. 

 Preliminary University of Michigan consumer sentiment for December will 

also indicate how consumers’ attitudes are holding up to COVID worries, rising cases 

and restrictions, and a lack of fiscal support. 

 Fiscal support negotiations will be monitored next week with the looming end to 

prominent unemployment insurance programs set to expire at year-end, as well as a 

widely expected spending bill to avert a government shutdown by December 11. 
 
Europe 

 The ECB is expected next week to increase the Pandemic Emergency Purchase 

Programme by €500 billion, extend it through the end of 2021, and pay banks more 

to borrow. The ECB remains firmly accommodative to entrench the recovery. 

 
Asia Pacific 

 China inflation data is expected to remain low in November amid weak food prices 

and still-recovering internal demand. Meanwhile, export data should continue to 

point to improving global trade. 

Date  Consensus  Previous 

U.S.      

Tue 12/8 NFIB Small Business Optimism 102.5 ▼ 104.0 

Tue 12/8 3Q Nonfarm Productivity (Final) 5.0% Q/Q ▲ 4.9% Q/Q 

Wed 12/9 JOLTS Job Openings 6300 ▼ 6436 

Thu 12/10 Consumer Price Index 0.1% M/M ▲ 0.0% M/M 

Thu 12/10 Initial Claims   712K 

Fri 12/11 Producer Price Index 0.1% M/M ▼ 0.3% M/M 

Fri 12/11 U. of Michigan Sentiment (Prelim) 76.3 ▼ 76.9 

Fri 12/11 U.S. Federal Budget Deadline --  -- 

Europe      

Tue 12/8 German ZEW Survey Expectations 34.3 ▼ 39.0 

Tue 12/8 EZ 3Q GDP (Final Estimate) 12.6% Q/Q  12.6% Q/Q 

Thu 12/10 ECB Monetary Policy Meeting 0.0%  0.0% 

Fri 12/11 Euro Summit --  -- 

Asia Pacific      

Mon 12/7 China Exports 12.0% Y/Y ▲ 11.4% Y/Y 

Mon 12/7 China Imports 7.3% Y/Y ▲ 4.7% Y/Y 

Tue 12/8 Japan 3Q GDP (Final Estimate) 5.0% Q/Q  5.0% Q/Q 

Wed 12/9 Japan Machine Tool Orders (Prelim)   -6.0% Y/Y 

Wed 12/9 China Consumer Price Index 0.1% Y/Y ▼ 0.5% Y/Y 

Wed 12/9 China Producer Price Index -1.8% Y/Y ▲ -2.1% Y/Y 
Arrows indicate consensus forecast compared to the previous period. Local dates of release. 
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T H E  H I G H L I G H T S  
Vaccine Fuels Market Risk Rotation 

Positive vaccine developments, including the first approval to start 

Pfizer/BioNTech vaccinations in the U.K., have been a catalyst for a wholesale 

rotation back into risk. Markets have seemingly started to look past near-term 

headwinds of rising cases and U.S. fiscal policy uncertainty. While equities 

march to new highs, the details reveal a tilt towards cyclical assets as reflation 

comes into focus, with sectors like technology lagging behind energy and 

financials, both of which are up 32% and 14%, respectively, since November 6. 

Value stocks have also outperformed growth by more than 13%, with small 

caps outperforming large caps by about 9%. Safe-haven assets have taken a 

hit, with gold falling in sympathy with the U.S. dollar, which is approaching 

2018 lows amid euro strength. On the other hand, industrial commodities 

such as copper and nickel have been on a tear amid a revival of global 

manufacturing. The classic copper-gold ratio implies higher sovereign yields 

from here. That said, while U.S. yield curves have steepened greatly, the price 

action in the 10Y Treasury is relatively subdued compared to risk assets, as 

rates seem to be unable to break above 1%, perhaps given a possible extension 

of maturity in Fed purchases. 
 
Central Banks Cautious in Supporting the Economy 

The PBOC has signaled a balanced and targeted approach to monetary policy 

as China continues its impressive recovery. A surprise 200 billion yuan ($30 

billion) injection through the medium-term lending facility (MLF) on 

November 30, following credit defaults by state-linked firms, shows the PBOC 

is wary to maintain financial stability while it slowly adjusts policy. The 

Central Bank is injecting liquidity as needed, though a flush of liquidity is 

unlikely as more targeted policy tightening could be expected. 

The Federal Reserve remains committed to an accommodative stance, 

continuing to increase its holdings of Treasuries and agency MBS at least at 

the current pace. It is unlikely to raise rates until inflation remains above 2% 

for some time. Talks could begin to buy more long-term U.S. Treasuries, 

which would help ease some of the more recent selling and keep yields capped. 

While the recent move by Treasury Secretary Steven Mnuchin to take back 

funds showed that the Fed does in fact have limitations, Treasury Secretary 

Nominee Janet Yellen, is set to be very supportive and could restart some of 

the Fed facilities that Mnuchin ended and coordinate policy actions. 

Expect the ECB next week to increase the Pandemic Emergency Purchase 

Programme by €500 billion, extend it through the end of 2021, and pay banks 

more to borrow – but there may be a surprise or two as it remains firmly 

accommodative to entrench the recovery. 
 
OECD Economic Outlook 

The Organisation for Economic Co-operation and Development projects 

global GDP will return to pre-pandemic levels by the end of 2021 amid 

positive vaccine progress, concerted health policies, and continued 

government support, though the recovery will be gradual and uneven across 

countries and sectors. The OECD projects global GDP to rise 4.2% in 2021 and 

3.7% in 2022, following a 4.2% collapse in 2020. Asia is projected to see the 

strongest growth, while Western countries that are still unable to contain the 

virus are expected to lag. The OECD projects a less severe 2020 contraction, 

resulting in a more modest rebound in 2021 compared to the IMF’s October 

economic outlook, though this is likely due in part to better-than-expected 

economic data since October. Overall, the two growth outlooks are largely in-

line, expecting global GDP to return to pre-crisis levels in 2021. 

 
 OECD ECONOMIC OUTLOOK REAL GDP GROWTH, Y/Y% 

Source: OECD. As of December 3, 2020.  

The OECD projects that labor markets will remain under pressure in 2021, so 

they noted that further government support will be needed to avoid a fiscal 

cliff. Encouraging continued fiscal support was a sentiment share by the IMF. 
 
Policy 

Brexit: Fishing rights and common standards, including state aid and 

governance, appear to be the negotiation obstacles. Technically, December 31 

is the final date for a deal, but both sides are already running out of time to 

implement whatever is agreed. 
 

U.S. Spending: A bipartisan $908 billion stimulus proposal could break the 

months-long impasse. The politics remain complicated, but negotiations could 

merge with efforts to extend government funding, which expires December 11. 
 

OPEC+: The cartel and its allies are expected to increase output by as much 

as 500,000 bpd starting in January. Tensions between Saudi Arabia and 

United Arab Emirates have hindered agreement, undermining the recent rise 

in crude prices. 
 

EU and U.S. Alliance: The EU proposed an alliance with the U.S. to shape 

the digital regulatory environment and scrapped import duties on U.S. lobster 

in the spirit of compromise. The U.S. cut some levies by 50% on goods 

including crystal glassware, cigarette lighters, prepared meals and propellants. 

A proposed summit in early 2021 could launch the new transatlantic agenda. 
 

China-Australia Tensions: Amid a rapid deterioration in relations, China 

implemented anti-dumping duties of more than 100% on imported Australian 

wine, while an Australian coal flotilla stuck off China's coast has risen to more 

than 80 ships. China’s shipment hold-ups saw Australian coal exports to the 

country plunge 96% in the first three weeks of November. China is still 

unlikely to target Australia's most valuable commodity export in iron ore.  
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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 -150 bps -150 bps

U.S. SOFR 0.08% 0 bps -3 bps -1 bps 1 bps -155 bps -147 bps

3 Month USD Libor 0.23% 0 bps 1 bps -2 bps -10 bps -167 bps -168 bps

3 Month Euribor -0.52% 0 bps 0 bps -5 bps -19 bps -12 bps -14 bps

3 Month U.S. T-Bill 0.08% 0 bps 0 bps -3 bps -6 bps -149 bps -147 bps

2-Year U.S. Treasury 0.16% 0 bps 0 bps 2 bps 0 bps -146 bps -142 bps

10-Year U.S. Treasury 0.95% 7 bps 10 bps 30 bps 27 bps -89 bps -97 bps

10-Year German Bund -0.52% 6 bps 12 bps -5 bps -10 bps -25 bps -33 bps

10-Year U.K. Gilt 0.36% 6 bps 14 bps 12 bps 14 bps -39 bps -46 bps

10-Year JGB 0.03% 1 bps -1 bps -1 bps 2 bps 9 bps 5 bps

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

Barclays Capital U.S. Government-Treasury 0.63% N/A -0.4% -0.4% -1.5% 7.3% 7.5%

Barclays Capital U.S. TIPS 0.81% N/A 0.2% 0.6% -0.1% 10.1% 9.4%

Barclays Capital U.S. Aggregate 1.21% 45 -0.2% 0.5% -0.4% 7.2% 6.9%

Barclays Capital Global Aggregate 0.89% 39 0.2% 1.8% 1.4% 8.5% 7.7%

Barclays Capital U.S. ABS 0.51% 34 0.0% 0.1% 0.2% 4.4% 4.3%

Barclays Capital U.S. MBS 1.34% 45 -0.1% 0.0% -0.2% 3.9% 3.6%

Barclays Capital U.S. Corporate Investment Grade 1.84% 100 0.1% 2.1% 1.0% 9.8% 8.9%

BAML Euro Corporate Investment Grade 0.27% 93 -0.2% 0.8% 1.6% 2.2% 2.3%

Barclays Capital U.S. Corporate High Yield 4.56% 392 0.5% 4.1% 3.5% 7.7% 5.5%

BAML European Currency High Yield Non-Financial 3.11% 369 0.5% 4.7% 4.0% 3.5% 2.3%

CS U.S. Leveraged Loans 5.40% 513 0.3% 2.3% 2.8% 3.2% 1.7%

CS Western European Leveraged Loans Non-USD 4.73% 466 0.3% 2.9% 4.0% 3.1% 2.5%

JPM CEMBI Broad Diversified 4.20% 340 0.3% 2.8% 2.2% 6.7% 5.7%

JPM EMBI Global Diversified 4.74% 367 0.2% 4.1% 0.7% 5.9% 3.5%

JPM GBI-EM Global Diversified 4.35% N/A 0.8% 6.4% 4.7% 4.0% 0.1%

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

S&P 500 3,669.01 1.57% 1.1% 11.0% 2.9% 20.0% 15.5%

Euro STOXX 600 (Local) 391.69 1.85% -0.1% 12.6% 5.5% -2.3% -5.8%

U.K. FTSE 100 (Local) 6,463.39 3.68% 1.1% 14.3% 8.8% -11.3% -14.3%

Japan Nikkei 225 (Local) 26,800.98 2.22% 1.9% 15.0% 15.3% 13.9% 13.3%

China Shanghai Composite (Local) 3,449.38 2.05% 2.6% 7.0% 1.3% 19.9% 13.1%

MSCI AC World (Local) 626.25 1.89% 0.8% 12.8% 5.2% 16.4% 11.8%

MSCI Emerging Markets (Local) 1,228.71 2.04% 0.6% 9.5% 7.8% 21.3% 14.4%

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

S&P GS Commodity Index 386.27 -0.3% 12.0% 9.2% 23.5% -6.0% -11.4%

WTI Crude ($/bbl) 45.28 -0.7% 23.7% 5.9% 22.8% -19.1% -25.9%

Copper ($/lb) 3.48 4.9% 13.1% 15.7% 39.3% 32.0% 24.4%

Gold ($/oz) 1,822.60 0.7% -3.6% -6.4% 4.6% 24.7% 20.3%

U.S. Dollar Index 91.12 -1.0% -3.2% -1.9% -6.7% -6.9% -5.5%

Euro (USD/EUR) 1.21 1.5% 3.8% 2.0% 8.0% 9.1% 7.6%

British Pound (USD/GBP) 1.33 -0.4% 3.2% 0.2% 6.1% 3.1% 0.6%

Japanese Yen (Yen/USD) 104.59 0.2% -0.2% -1.5% -3.7% -4.2% -3.8%

Chinese Yuan (CNY/USD) 6.57 -0.2% -2.0% -3.8% -7.6% -6.8% -5.7%

Source:  FactSet and Bloomberg. As of December 2, 2020.
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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, 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.  
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 © 2020 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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