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Jeromicron: Markets Face a One-Two Punch 

W A T C H  L I S T  

 

  

Date  Period Consensus  Previous 

U.S.       

Tue 2/1 ISM Manufacturing Jan 58.0 ▼ 58.7 

Tue 2/1 JOLTS Job Openings Dec   10562 K 

Tue 2/1 Wards Total Vehicle Sales Jan 12.60 M ▲ 12.44 M 

Wed 2/2 ADP Employment Change Jan 208 K ▼ 807 K 

Thu 2/3 Nonfarm Productivity (Prelim. Est.) 4Q21 2.3% ▲ -5.2% 

Thu 2/3 ISM Services Index Jan 59.6 ▼ 62.0 

Fri 2/4 Change in Nonfarm Payrolls Jan 178 K ▼ 199 K 

Fri 2/4 Unemployment Rate Jan 3.9%  3.9% 

Fri 2/4 Labor Force Participation Rate Jan 61.9%  61.9% 

Europe       

Mon 1/31 EA GDP (Advance Est.) 4Q21 0.4% Q/Q ▼ 2.2% Q/Q 

Tue 2/1 EA Unemployment Rate Dec 7.2%  7.2% 

Wed 2/2 EA Consumer Price Index Jan 4.0% Y/Y ▼ 5.0% Y/Y 

Thu 2/3 ECB Monetary Policy Meeting Feb 0.0%  0.0% 

Thu 2/3 Bank of England Bank Rate Feb 0.5% ▲ 0.25% 

Fri 2/4 EA Retail Sales Dec -0.5% M/M ▼ 1.0% M/M 

Asia Pacific       

Mon 1/30 - Fri 2/4 China Markets Closed – Lunar New Year     

Sun 1/30 China Manufacturing PMI Jan 50.0 ▼ 50.3 

Sun 1/30 China Nonmanufacturing PMI Jan 51.0 ▼ 52.7 

Sun 1/30 Caixin China Manufacturing PMI Jan 50.0 ▼ 50.9 

Mon 1/31 Japan Retail Sales Dec 0.4% M/M ▼ 1.2% M/M 

Mon 1/31 Japan Industrial Production (Prelim. Est.) Dec 0.0% M/M ▼ 7.0% M/M 

Tue 2/1 Japan Jobless Rate Dec 2.8%  2.8% 

Tue 2/1 - Thu 2/3 Hong Kong Markets Closed – Lunar New Year     

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

U.S. Europe Asia Pacific 

• We will watch the labor supply as 

the January employment 

report reveals the impact from 

Omicron. Meanwhile, job 

openings data is expected to show 

still-elevated labor demand. 

• Q4 productivity growth is 

expected to accelerate. 

• If euro area CPI does not show a 

steep decline, as expected, worries 

about runaway inflation would likely 

resurface in markets. 

• We will watch the BoE for interest rate 

increases in response to rising 

inflation, and if the ECB signals any 

change to its accommodative stance. 

• China manufacturing PMIs for 

January should remain stable while 

services PMIs could deteriorate, given 

the rise in cases. 

• The Beijing 2022 Winter Olympics 

are scheduled to begin Friday, February 

4, and run through February 20 (select 

events start Tuesday, February 2). 

What This Week Means For Markets 

Markets had a hawkish interpretation of the FOMC press conference, viewing rising inflation fears as a signal that risks are tilted 

toward more, rather than less, tightening. Markets are now pricing in five hikes this year, with 20% odds of a 50bps hike in March. This 

led to a risk-off tone in markets with yields rising, the curve flattening, equities lower, and the U.S. dollar index higher. Our central 

scenario maintains the Fed will strike A Fine Balance to ease inflation without unnecessarily slowing growth. Separately, ongoing 

tensions between Russia and Ukraine are boosting oil prices, with Brent reaching $90/bbl. Please see our Monthly Macro Dashboard. 

https://bwebprod.blob.core.windows.net/assets/user/media/Macro-Dashboard-01.22.pdf
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I N  R E V I E W  

PMIs Show Omicron’s Hit to Supply & Demand 

Preliminary Markit PMIs in the U.S. show Omicron weighed on 

consumer demand, labor supply, and supply chain disruptions 

in January. The composite PMI fell from 57 to 50.8—its lowest 

level in 18 months; declines were seen in services (January: 50.9 

vs. December: 57.6) and manufacturing (January: 55 vs. 

December: 57.7). Businesses, which expressed concern about 

consumer responses to further price increases, also noted a 

modest rise in services employment, while manufacturing 

employment took a step back. Supply chain disruptions 

continued to weigh on growth, though deterioration slowed, 

leading to manufacturers’ improved optimism and easing input 

price growth (which rose at the slowest pace since March). 

Supply chains need time to heal, but this is an encouraging sign 

for the inflation outlook. 

The January euro area composite PMI declined to 52.4, from 

53.3 in December and below consensus (52.6), due largely to 

COVID restrictions on services. The EA services PMI dropped to 

51.2 in January (cons. 52.2), the slowest output growth since 

April. The manufacturing PMI rose to 59, a five-month high, a 

sign of easing supply constraints and staffing restrictions. A 

milder version of 2020–21 is unfolding: services suffer from 

COVID restrictions; manufacturing shows continued strength. 

The U.K. composite PMI was 53.4 in January, below 53.6 in 

December and consensus (55). This lowest print since March 

shows the economy is losing momentum as restrictions weigh on 

services, Brexit impacts labor markets and trade, and financial 

conditions are tightening with increasingly hawkish BoE 

policies. Unlike the euro area, the U.K. manufacturing PMI fell 

to 56.9, below December and consensus (both 57.9).  

Japan’s manufacturing sector remained resilient in January as 

the service sector showed a sharp drop amid surging cases. The 

manufacturing PMI rose to 54.6, from 54.3, aided by output, 

new orders, and stocks of purchases. Omicron’s rapid spread 

this year has caused a notable deterioration in services PMI, 

down to 46.6, from 52.1; it could fall more with new restrictions.  

Fed Confirms a March Liftoff 

Inflation concerns from Chairman Jerome Powell at the January 

FOMC meeting led to a hawkish read by markets. Quantitative 

easing (QE) will end in early March, setting the stage for a liftoff, 

given elevated inflation concerns and FOMC members who see 

the labor market meeting maximum employment requirements. 

Expect the Fed to wait for liftoff before beginning quantitative 

tightening (QT). However, little guidance was given on the pace  

 

of tightening as the FOMC will adjust policy as needed in 

response to the evolving economic environment. A March liftoff 

and QT this year were already priced into markets and in line 

with our central scenario, A Fine Balance. The FOMC will 

monitor two-sided risks: inflation remaining elevated for longer 

(Runaway Train scenario), and policy tightening that hurts 

the recovery (Gravity Prevails scenario). Powell is trying to 

strike a fine balance of normalizing inflation without hurting the 

recovery and appears to be more concerned about Runaway 

Train than Gravity Prevails—suggesting risks tilt toward more 

rate hikes, not less. Markets interpreted this as more hawkish, 

resulting in a risk-off tone with equities lower, yields higher, the 

curve flattening, and the U.S. dollar index rising.  

U.S. GDP Accelerates in Q4 

After the Delta-induced Q3 slowdown, U.S. Q4 GDP accelerated 

faster than consensus expected, up 6.9% Q/Q at an annualized 

pace (cons. 5.5%), bringing full-year 2021 growth to 5.5%—the 

strongest since 1984. Q4 growth was led by rising inventories 

(notably autos), personal consumption, exports, and business 

investment; government spending and imports were a drag. 

CONTRIBUTIONS TO % CHANGE IN REAL U.S. GDP 

 

Source: Bloomberg. As of January 27, 2022. 

Omicron should slow 1Q22 growth, albeit temporarily. Strong 

consumer balance sheets and a continued inventory rebuild 

should support moderating but above-trend growth in 2022. 

Earnings Still Outpace Expectations So Far 

With 30% of S&P 500 companies reporting 4Q21 financials, 

earnings is on track to grow 22% Y/Y, representing a 2% beat 

over consensus, the weakest outperformance since the pandemic 

started. The largest earnings surprises were energy and 

financials, while industrials and real estate lagged. Inflation and 

COVID remain prominent, with labor and supply chain issues 

cited as risks. The strong U.S. dollar is becoming a small 

headwind to revenues. Expect profit margins to be the focus this 

season given increased cost pressures, historically high margins 

in Q3, and weak seasonality. Look for differentiation among 

companies with and without pricing power. 
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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 0.04% -1 bps -1 bps -1 bps -1 bps 1 bps -1 bps

3 Month USD Libor 0.28% 2 bps 6 bps 14 bps 15 bps 6 bps 7 bps

3 Month Euribor -0.55% 0 bps 3 bps 0 bps -1 bps -2 bps 2 bps

3 Month U.S. T-Bill 0.19% 2 bps 12 bps 14 bps 15 bps 12 bps 14 bps

2-Year U.S. Treasury 1.07% 6 bps 38 bps 62 bps 87 bps 95 bps 35 bps

10-Year U.S. Treasury 1.84% 1 bps 34 bps 22 bps 56 bps 80 bps 33 bps

10-Year German Bund -0.08% -7 bps 17 bps 4 bps 33 bps 46 bps 10 bps

10-Year U.K. Gilt 1.19% -8 bps 26 bps 7 bps 61 bps 93 bps 22 bps

10-Year JGB 0.14% -1 bps 8 bps 4 bps 13 bps 11 bps 7 bps

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

Barclays Capital U.S. Government-Treasury 1.61% N/A -0.2% -2.2% -1.7% -3.9% -2.3%

Barclays Capital U.S. TIPS 1.77% N/A 0.2% -2.1% -2.3% 2.6% -2.9%

Barclays Capital U.S. Aggregate 2.14% 35 -0.3% -2.3% -2.1% -3.4% -2.4%

Barclays Capital Global Aggregate 1.53% 36 -0.2% -1.5% -2.0% -5.7% -1.6%

Barclays Capital U.S. ABS 1.43% 30 -0.1% -0.5% -0.8% -1.0% -0.6%

Barclays Capital U.S. MBS 2.32% 22 -0.1% -1.8% -2.0% -2.9% -1.9%

Barclays Capital U.S. Corporate Investment Grade 2.78% 100 -0.6% -3.2% -3.1% -3.6% -3.5%

BAML Euro Corporate Investment Grade 0.62% 104 0.2% -0.9% -1.0% -1.7% -0.7%

Barclays Capital U.S. Corporate High Yield 4.98% 315 -0.7% -1.7% -1.0% 2.8% -1.9%

BAML European Currency High Yield Non-Financial 3.32% 355 -0.4% -0.6% -0.5% 1.9% -0.7%

CS U.S. Leveraged Loans 5.51% 426 -0.1% 0.7% 1.0% 4.4% 0.5%

JPM CEMBI Broad Diversified 4.93% 312 0.0% -1.4% -1.8% -0.6% -1.5%

JPM EMBI Global Diversified 5.74% 383 0.3% -2.7% -3.5% -3.7% -2.9%

JPM GBI-EM Global Diversified 5.90% N/A -0.2% 0.1% -1.9% -7.8% -0.1%

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

S&P 500 4,349.93 1.34% -4.0% -7.9% -4.6% 14.6% -8.7%

Euro STOXX 600 (Local) 467.31 2.66% -2.8% -3.2% -1.8% 14.6% -4.2%

U.K. FTSE 100 (Local) 7,469.78 3.34% -1.6% 1.3% 2.6% 12.3% 1.2%

Japan Nikkei 225 (Local) 27,011.33 1.76% -1.7% -6.2% -7.2% -5.4% -6.2%

China Shanghai Composite (Local) 3,455.67 2.08% -2.9% -4.5% -3.9% -3.2% -5.1%

MSCI AC World (Local) 701.13 1.88% -3.5% -6.3% -4.5% 9.4% -6.9%

MSCI Emerging Markets (Local) 1,211.45 2.47% -2.1% -0.7% -4.6% -8.8% -1.6%

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

S&P GS Commodity Index 619.55 1.4% 11.0% 3.6% 15.7% 42.8% 10.4%

WTI Crude ($/bbl) 87.35 0.6% 18.2% 2.0% 21.1% 66.0% 16.0%

Copper ($/lb) 4.50 0.9% 2.7% 0.4% -1.8% 24.2% 1.1%

Gold ($/oz) 1,835.95 0.5% 1.7% 2.8% 2.0% -1.1% 1.7%

U.S. Dollar Index 95.95 0.5% -0.1% 2.1% 3.6% 6.4% 0.0%

Euro (USD/EUR) 1.13 -0.6% -0.4% -2.7% -4.5% -7.3% -0.8%

British Pound (USD/GBP) 1.35 -0.9% 0.7% -2.0% -2.3% -1.7% -0.3%

Japanese Yen (Yen/USD) 114.33 0.0% -0.1% 0.1% 3.6% 10.3% -0.7%

Chinese Yuan (CNY/USD) 6.32 -0.5% -0.7% -0.9% -2.5% -2.4% -0.8%

Source: FactSet and Bloomberg. As of January 26, 2022.
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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 © 2022 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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