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EU Outlook Brighter, but Watch the News in Rome 
W A T C H  L I S T  

 

 

 

Date  Period Consensus  Previous 

U.S.       

Tue 2/9 NFIB Small Business Optimism Jan 96.5 ▼ 95.9 

Tue 2/9 JOLTS Job Openings Dec 6450K  6527K 

Wed 2/10 Consumer Price Index Jan 0.4% M/M    0.4% M/M 

Fri 2/12 University of Michigan Sentiment (Preliminary Estimate) Feb 80.7 ▲ 79.0 

Europe       

Wed 2/10 U.K. Industrial Production Dec   -0.1% M/M 

Wed 2/10 U.K. GDP (Preliminary Estimate) 4Q20   16.0% Q/Q 

Thu 2/11 European Commission Published Economic Forecasts  --  -- 

Fri 2/12 EZ Industrial Production Dec 0.0% M/M ▼ 2.5% M/M 

Asia Pacific       

2/8-2/15 China Aggregate Financing (CNY) Jan 4570.0B ▲ 1720.0B 

Wed 2/10 China Consumer Price Index Jan -0.1% Y/Y ▼ 0.2% Y/Y 

Wed 2/10 China Producer Price Index Jan 0.3% Y/Y ▲ -0.4% Y/Y 

Wed 2/10 Japan Machine Tool Orders (Preliminary Estimate) Jan   9.9% Y/Y 

Wed 2/10 Japan Producer Price Index Jan -1.6% Y/Y ▼ -2.0% Y/Y 

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

U.S. Europe Asia Pacific 

 While consumer sentiment has 

remained near pandemic lows, 

preliminary data will give a sense 

of whether government support and 

vaccines are easing consumer worries. 

 The January consumer price 

index is expected to remain tame. 

While we could see a temporary rise in 

the coming months due to base effects, 

underlying inflation pressures should 

remain at bay, which will give the 

FOMC room to remain accommodative 

this year. 

 The European Commission’s 

forecasts will provide insight into 

Europe’s future, as the Commission 

has reviewed governments’ recovery 

spending and reform plans. 

 Next week should reveal if ex-

ECB President Mario Draghi 

will lead the next Italian 

government. Risks loom large 

for EU markets. Success means 

peripheral bonds and stock 

markets will likely rally. Failure—a 

low probability—would bring 

shock and doubt over Italy’s use of 

the EU Recovery Fund to reform 

and accelerate growth. 

 China aggregate financing for 

January will be released next 

week. We expect credit growth will 

continue to ease and be calibrated to 

grow in line with nominal GDP growth. 

While the PBOC is committed to 

financial de-risking, the latest COVID 

resurgence could alter the pace of 

policy normalization. 

 Preliminary Japan machine tool 

orders for January will be 

released on Wednesday. As its 

economy continues to lag behind, we 

watch to see if external demand 

remains a source of strength. 

Institute’s Central Scenario 

U.S. large-cap earnings are on track to show growth last quarter, illustrating that the recovery remained intact despite greater 

restrictions in 4Q20. Elsewhere, euro area 4Q20 GDP came in better than expected, showing that consumption and investment 

remain resilient. Risks to China’s outlook have emerged with the resurgence in COVID cases. January PMIs expanded less than 

expected, which we see as a slowdown, and not derailment, of the recovery. Please see our Monthly Macro Dashboard. 

https://bwebprod.blob.core.windows.net/assets/user/media/macro-dashboard-02.28.21.pdf
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I N  R E V I E W  

 

Perverse Price Reactions to Earnings 

More than half of the S&P 500 have reported 4Q20 financials 

and earnings are up 6% Y/Y, with the largest gains in Real 

Estate and Materials. For the index as a whole, earnings are 

tracking to grow 2.4% Y/Y for the quarter, compared to 

consensus expectations that had called for a decline of 8.8%. 

Despite generally positive surprises—with earnings coming in 

14% higher than consensus, above the 6% five-year average—

equity price action immediately following release has been 

negative. The extent of these perverse price reactions was not 

unlike those seen in 2000, during the peak of the Tech Bubble, 

when stretched-valuation concerns were also in focus.  

 
EZ GDP Shows Lockdowns Hurt Less This Time 

Fourth-quarter GDP surprised strongly on the upside, showing 

the region contracted 0.7% Q/Q, less than the 2% consensus. 

The second COVID wave is delaying the recovery, as expected, 

but the economic damage has been smaller than in Q2 (when 

GDP dropped 11.2% Q/Q). In most Member States, growth beat 

estimates. Higher-frequency data, such as manufacturing PMIs, 

show an industrial sector that is holding up. In addition, retail 

sales turned positive Y/Y in December, and credit growth 

remains buoyant. This bodes well for investments and exports 

that should pull the eurozone economy out of the doldrums. The 

supply chain squeeze increasing Asia freight costs is likely to 

feed into some inflation and foster the debate on central bank 

tapering. January inflation was indeed above consensus (+0.9% 

M/M vs. +0.5% cons.) but way below the 2% target. We believe 

the ECB will look through these temporary inflation dynamics 

and stay focused on the need to support the still-fragile recovery, 

amid structural disinflationary forces.  

Source: Eurostat, Haver. As of December 31, 2020. 
 

U.S. Income and Spending Ready for Takeoff 

U.S. consumer spending fell at the end of 2020 amid the COVID 

resurgence and delayed passage of fiscal support. However, 

incomes and spending are ready for liftoff in 1Q21 as fiscal 

support is disbursed. Moreover, an elevated savings rate will 

support the medium-term outlook once vaccines are widely 

distributed. 
 
In December, personal spending fell for the second-consecutive 

month, down 0.2% M/M. Sectors most susceptible to the 

pandemic, such as recreational goods and vehicles, food 

services, and accommodations, felt the largest impact. While the 

new round of fiscal support should boost spending on goods, 

services will likely continue to suffer until the vaccines are 

readily available. 
 
Personal income rose 0.6% M/M, largely due to unemployment 

benefits. While wages and salaries rose, wage growth remains 

below pre-crisis trend. Wage pressure will likely remain tame 

due to a large amount of labor market slack. 
 
The personal savings rate rose at year-end. Even though most of 

the pent-up savings is held by higher-income earners (with 

lower propensities to consume), the elevated-savings rate will 

support spending post-vaccine. 
 
Given the weak employment and consumer confidence 

backdrop, more support will be needed when the current fiscal 

package expires in mid-March; luckily, it appears more should 

be passed around this deadline. The brighter outlook for fiscal 

support given the modest Democrat control led us to upgrade 

the U.S. medium-term growth outlook in our baseline scenario. 
 
COVID Resurgence Weighs on China PMIs 

China has proven it is not immune to COVID. January PMIs 

showed China’s expansion slowed more than expected due to the 

recent increase in COVID-19 cases. Similar to other major 

economies, the more-targeted nature of containment measures 

led the slowdown to be greater for services than manufacturing. 

The underlying details were also weak, with an easing in the 

pace of labor market recovery. Elevated cases elsewhere in the 

world were also a weight, as the new export business sub-index 

fell one percentage point to 50.8. 

Our baseline scenario does not see this derailing the economic 

recovery in China. However, the higher case counts and 

restrictions will likely weigh on consumption and the pace of 

growth in the near-term, particularly as it coincides with the 

Lunar New 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 -150 bps 0 bps

U.S. SOFR 0.07% 4 bps 0 bps -3 bps -3 bps -152 bps 0 bps

3 Month USD Libor 0.20% -2 bps -4 bps -3 bps -5 bps -155 bps -4 bps

3 Month Euribor -0.55% 0 bps 0 bps -3 bps -8 bps -15 bps 0 bps

3 Month U.S. T-Bill 0.04% -5 bps -4 bps -6 bps -7 bps -152 bps -4 bps

2-Year U.S. Treasury 0.11% -1 bps -1 bps -6 bps 0 bps -125 bps -1 bps

10-Year U.S. Treasury 1.13% 12 bps 21 bps 25 bps 57 bps -39 bps 21 bps

10-Year German Bund -0.47% 8 bps 10 bps 15 bps 5 bps -5 bps 10 bps

10-Year U.K. Gilt 0.36% 10 bps 17 bps 10 bps 26 bps -20 bps 17 bps

10-Year JGB 0.05% 2 bps 3 bps 1 bps 3 bps 13 bps 3 bps

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

Barclays Capital U.S. Government-Treasury 0.68% N/A -0.7% -1.3% -1.1% 4.0% -1.3%

Barclays Capital U.S. TIPS 0.79% N/A 0.0% 0.2% 2.4% 9.1% 0.2%

Barclays Capital U.S. Aggregate 1.21% 35 -0.5% -1.0% 0.1% 4.4% -1.0%

Barclays Capital Global Aggregate 0.90% 34 -0.7% -1.5% 1.4% 6.5% -1.5%

Barclays Capital U.S. ABS 0.40% 27 0.0% 0.1% 0.4% 3.6% 0.1%

Barclays Capital U.S. MBS 1.23% 15 0.0% 0.0% 0.4% 3.2% 0.0%

Barclays Capital U.S. Corporate Investment Grade 1.90% 95 -0.7% -1.7% 1.4% 5.5% -1.7%

BAML Euro Corporate Investment Grade 0.25% 90 -0.1% -0.1% 0.9% 1.5% -0.1%

Barclays Capital U.S. Corporate High Yield 4.12% 342 0.4% 0.8% 6.0% 7.8% 0.8%

BAML European Currency High Yield Non-Financial 2.85% 340 0.6% 1.1% 5.5% 3.8% 1.1%

CS U.S. Leveraged Loans 4.79% 454 0.0% 1.2% 4.6% 3.7% 1.4%

CS Western European Leveraged Loans Non-USD 4.37% 431 0.1% 0.9% 4.2% 3.2% 1.0%

JPM CEMBI Broad Diversified 4.13% 319 0.1% 0.1% 3.8% 5.6% 0.1%

JPM EMBI Global Diversified 4.71% 347 0.2% -0.9% 3.2% 2.8% -0.9%

JPM GBI-EM Global Diversified 4.26% N/A 0.8% -0.8% 7.0% 2.3% -0.8%

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

S&P 500 3,830.17 1.47% 2.1% 2.1% 14.1% 20.0% 2.1%

Euro STOXX 600 (Local) 407.27 2.05% 1.1% 2.1% 14.4% -1.1% 2.1%

U.K. FTSE 100 (Local) 6,507.82 3.53% -0.9% 0.7% 12.5% -11.2% 0.7%

Japan Nikkei 225 (Local) 28,646.50 1.42% 0.0% 4.4% 23.0% 24.7% 4.4%

China Shanghai Composite (Local) 3,517.31 2.01% -1.6% 1.3% 7.5% 28.1% 1.3%

MSCI AC World (Local) 662.97 1.77% 1.8% 3.2% 13.9% 16.9% 3.2%

MSCI Emerging Markets (Local) 1,392.64 1.77% 1.7% 8.6% 20.9% 31.8% 8.6%

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

S&P GS Commodity Index 445.62 2.8% 8.8% 27.9% 29.3% 16.9% 8.8%

WTI Crude ($/bbl) 55.69 5.5% 15.2% 48.7% 36.4% 11.2% 15.2%

Copper ($/lb) 3.58 0.2% 1.8% 15.9% 23.1% 42.4% 1.8%

Gold ($/oz) 1,835.45 -0.4% -2.8% -3.8% -6.3% 16.6% -2.8%

U.S. Dollar Index 91.17 0.6% 1.4% -2.5% -2.3% -6.8% 1.4%

Euro (USD/EUR) 1.20 -0.6% -1.8% 2.4% 2.3% 8.6% -1.8%

British Pound (USD/GBP) 1.36 -0.4% -0.2% 4.4% 4.7% 4.9% -0.2%

Japanese Yen (Yen/USD) 105.08 0.9% 1.8% 0.5% -1.0% -3.3% 1.8%

Chinese Yuan (CNY/USD) 6.46 -0.2% -1.3% -3.5% -7.5% -8.1% -1.3%

Source: FactSet and Bloomberg. As of February 03, 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, 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.  
 
These materials are being provided on the express basis that they and any related communications (whether written or oral) will not cause 
Barings to become an investment advice fiduciary under ERISA or the Internal Revenue Code with respect to any retirement plan, IRA 
investor, individual retirement account or individual retirement annuity as the recipients are fully aware that Barings (i) is not undertaking 
 
*As of December 31, 2020 
21-1511879 


