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4 February 2022 

Year of the Tiger, Thrill of the Central Bank Fight 
W A T C H  L I S T  

 

 

Date  Period Consensus  Previous 
U.S.       

Tue 2/8 NFIB Small Business Optimism Jan   98.9 

Tue 2/8 Trade Balance Dec -$83.0 B ▼ -$80.2 B 

Thu 2/10 Consumer Price Index Jan 7.3% Y/Y ▲ 7.0% Y/Y 

Fri 2/11 U. of Michigan Consumer Sentiment (Preliminary Est.) Feb 67.0 ▼ 67.2 

Europe       

Fri 2/11 U.K. GDP (Prelim. Est.) 4Q21   1.1% Q/Q 

Fri 2/11 U.K. Industrial Production Dec   1.0% M/M 

Fri 2/11 U.K. Manufacturing Production Dec   1.1% M/M 
Asia Pacific       

Mon 2/7 Caixin China Services PMI Jan 50.5 ▼ 53.1 

2/8-2/15 China Aggregate Financing Jan 5460.0 B ▲ 2370.0 B 

Wed 2/9 Japan Machine Tool Orders (Prelim. Est.) Jan  ▼ 40.6% Y/Y 

Wed 2/9 Japan PPI Jan 8.2% Y/Y ▼ 8.5% Y/Y 

Fri 2/11 Japan Markets Closed – National Foundation Day   --  -- 

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

U.S. Europe Asia Pacific 

 The consumer price index is 

expected to remain elevated in 

January amid protracted supply 

constraints. 

 We continue to watch Q4 

corporate earnings to gauge how 

companies are faring in the face of 

rising input prices. So far, earnings 

are on track to grow 24.5% Y/Y, with 

the beat over initial expectations 

rising from 2% last week to about 5% 

this week.  

 

 U.K. Q4 GDP data, as well as 

industrial and manufacturing 

output for December, will show 

how the economy reacted to new 

Omicron restrictions. 

 Watch China credit growth for 

January, as it may have accelerated on 

the back of policy easing. More stimulus 

is likely necessary given headwinds from 

Omicron and a slowdown in property, 

and, more recently, manufacturing.   

 Japan PPI is expected to remain 

elevated, which risks squeezing 

corporate profits amid limited pass-

through to CPI, so far.  

 

What This Week Means For Markets 

The upward surprise in euro area CPI in January, and ensuing higher inflation concerns by the ECB, led markets to boost rate hike 

expectations, while euro area yields surged and the euro appreciated in response. Energy prices continue to surprise to the upside, 

driven by geopolitics, diminishing central banks’ conviction on their inflation outlooks. And while the BoE delivered a 25bps hike, four 

of the nine members dissented in favor of a 50bps hike, leading markets to increase expectations of policy tightening. The Dollar Index 

was lower, given more hawkish market expectations being priced for both central banks. Meanwhile, equities were defensive amid 

weakness in tech, driven by both tightening monetary policy and a few notable weak earnings reports. Please see our Monthly Macro 

Dashboard. 

https://bwebprod.blob.core.windows.net/assets/user/media/Macro-Dashboard-01.22.pdf
https://bwebprod.blob.core.windows.net/assets/user/media/Macro-Dashboard-01.22.pdf


 
 

 
 

 
BARINGSINVESTMENTINSTITUTE.COM  |  2

4 February 2022  | The Week Ahead  

I N  R E V I E W  

Inflation is Rising But ECB Stays Patient 

The euro area’s annual inflation rate hit a record high 5.1% in 

January, up from 5% in December and well above consensus 

(4.4%). Energy (up 28.6% Y/Y after rising 25.9% in December) 

was the biggest driver, as in previous months, though services 

and food also posted above-average prints. While core inflation 

came in above market expectations (1.9% Y/Y), it declined from 

2.6% in December to 2.3% in January.  

DEVIATION FROM AVERAGE EURO AREA CPI Y/Y% 
 

 
Source: Haver and Barings calculations. As of February 3, 2022. 

EA inflation continues to deviate from the ECB’s target of 2%, 

but with most of the pressure coming from energy prices, the 

ECB kept interest rates unchanged at 0% in February and 

confirmed that quantitative easing (QE) programs will perform 

monthly net purchases of €40 billion in the second quarter of 

2022, €30 billion in the third quarter, and €20 billion from 

October onwards—and for as long as necessary. ECB President 

Christine Lagarde was, however, much less decisive in pushing 

back against the idea of a policy rate increase before year end. 

Markets interpreted this as a hawkish shift and euro area yields 

surged, together with the single currency. 

 

Back-to-Back Increase for the Bank of England 

The Bank of England raised interest rates again by 25bps to 

0.50% in January following high inflation releases, marking the 

first back-to-back increase since 2004. The BOE was very close 

to hiking 50bps, with four of nine Monetary Policy Committee 

members voting for it. The group also approved beginning a 

reduction of the stock of government bond and corporate bond 

purchases, and completing it no earlier than the end of 2023. 

Together with the surprise delivered at the ECB press 

conference that a 25bps hike is still possible by year end, this 

added pressure to global markets. 

 

Tight Labor Market Supports U.S. Consumers 

While Omicron weighed on spending, U.S. consumers remain in 
a strong position. In 4Q21, the Employment Cost Index (ECI) for 
wages and salaries (the Fed’s and our preferred measure of 
nominal wage growth) eased slightly compared with the third 
quarter, but was still up 4.5% Y/Y—the highest since 1990. 
Nominal wages are rising amid a tight labor market. However, 
given that inflation has also been elevated, real wages are 
declining. Data from the December Job Openings and Labor 
Turnover Survey (JOLTS) surprised to the upside, recording 
10.9 million open positions—close to the recent peak. This near-
record level of job openings suggests that nominal wage growth 
is set to remain elevated in the near-term as companies attempt 
to attract and retain workers. 

Rising wages and salaries are driving gains in personal income, 
which rose 0.3% M/M in December, despite the absence of fiscal 
support consumers have seen during the pandemic. Omicron 
weighed on personal consumption, which fell 0.6% M/M in 
December. The decline was driven by a fall in goods spending    
(-2.6% M/M), while spending on services rose 0.5% M/M. The 
decline in consumption is expected to be temporary. As COVID 
concerns fade, healthy consumer balance sheets and rising 
wages should support strong growth this year, with purchases 
expected to continue shifting toward services. 

 

China PMIs Show a Hit to Prosperity  

China’s official manufacturing PMI declined to 50.1 in January, 

from 50.3 prior, a sign activity slowed amid weakening output 

and domestic demand. Activity in the non-manufacturing sector 

also eased, with services declining to 50.3 from 52.0 prior. While 

factory data this time of year tends to be harder to interpret, 

both the Lunar New Year holiday and the Beijing Winter 

Olympics are likely to weigh negatively in the near-term as 

production goes into low gear, and amid pollution controls. 

Elevated COVID cases present downside risks to the service 

sector and could also lead to factory or port disruptions. 

However, with the government encouraging people to stay at 

home, production could start up quicker once the holiday ends, 

as it did last year. Downside pressures on domestic demand will 

be difficult to address, but authorities recognize this and have 

been rolling out targeted stimulus measures. 
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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% 1 bps 0 bps 0 bps 0 bps -2 bps 0 bps

3 Month USD Libor 0.31% 3 bps 10 bps 17 bps 19 bps 12 bps 10 bps

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

3 Month U.S. T-Bill 0.20% 0 bps 15 bps 15 bps 15 bps 13 bps 15 bps

2-Year U.S. Treasury 1.15% 8 bps 43 bps 71 bps 98 bps 104 bps 43 bps

10-Year U.S. Treasury 1.76% -7 bps 25 bps 22 bps 59 bps 66 bps 25 bps

10-Year German Bund 0.04% 11 bps 22 bps 20 bps 52 bps 52 bps 22 bps

10-Year U.K. Gilt 1.26% 7 bps 30 bps 24 bps 73 bps 90 bps 30 bps

10-Year JGB 0.18% 4 bps 11 bps 10 bps 17 bps 13 bps 11 bps

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

Barclays Capital U.S. Government-Treasury 1.59% N/A 0.5% -1.8% -1.7% -3.1% -1.8%

Barclays Capital U.S. TIPS 1.71% N/A 0.5% -2.5% -1.2% 3.1% -2.5%

Barclays Capital U.S. Aggregate 2.11% 37 0.4% -2.1% -2.1% -2.8% -2.1%

Barclays Capital Global Aggregate 1.55% 37 -0.1% -1.7% -2.3% -5.0% -1.7%

Barclays Capital U.S. ABS 1.44% 31 0.0% -0.5% -0.8% -1.0% -0.5%

Barclays Capital U.S. MBS 2.26% 21 0.3% -1.5% -1.8% -2.6% -1.5%

Barclays Capital U.S. Corporate Investment Grade 2.76% 105 0.4% -3.1% -3.2% -2.7% -3.1%

BAML Euro Corporate Investment Grade 0.78% 106 -0.8% -1.4% -1.8% -2.3% -1.4%

Barclays Capital U.S. Corporate High Yield 5.06% 326 -0.2% -2.1% -1.2% 2.5% -2.1%

BAML European Currency High Yield Non-Financial 3.56% 364 -0.6% -1.3% -1.0% 1.0% -1.3%

CS U.S. Leveraged Loans 5.60% 430 -0.1% 0.5% 0.9% 4.5% 0.5%

JPM CEMBI Broad Diversified 4.93% 319 0.0% -1.5% -1.6% -0.7% -1.5%

JPM EMBI Global Diversified 5.66% 379 0.6% -2.3% -2.6% -3.2% -2.3%

JPM GBI-EM Global Diversified 5.89% N/A 0.8% 0.7% 0.0% -7.3% 0.7%

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

S&P 500 4,589.38 1.27% 5.5% -3.6% -0.5% 21.6% -3.6%

Euro STOXX 600 (Local) 477.01 2.66% 2.1% -2.2% -0.5% 17.5% -2.2%

U.K. FTSE 100 (Local) 7,583.00 3.13% 1.5% 2.7% 4.2% 16.4% 2.7%

Japan Nikkei 225 (Local) 27,533.60 1.73% 1.9% -4.4% -6.7% -2.9% -4.4%

China Shanghai Composite (Local) 3,361.44 #VALUE! -2.7% -7.6% -4.1% -4.9% -7.6%

MSCI AC World (Local) 729.08 1.82% 4.0% -3.2% -2.3% 14.2% -3.2%

MSCI Emerging Markets (Local) 1,213.23 2.52% 0.1% -1.5% -3.2% -8.4% -1.5%

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

S&P GS Commodity Index 630.89 1.8% 12.4% 6.4% 18.3% 43.1% 12.4%

WTI Crude ($/bbl) 88.26 -0.1% 17.2% 5.2% 23.8% 61.1% 17.2%

Copper ($/lb) 4.49 -0.3% 0.8% 2.7% 1.3% 26.9% 0.8%

Gold ($/oz) 1,803.65 -1.8% -0.1% 0.7% -0.4% -1.6% -0.1%

U.S. Dollar Index 95.94 0.0% 0.0% 2.0% 4.2% 5.2% 0.0%

Euro (USD/EUR) 1.13 0.1% -0.7% -2.4% -4.9% -6.1% -0.7%

British Pound (USD/GBP) 1.36 0.4% 0.2% -0.3% -2.4% -0.5% 0.2%

Japanese Yen (Yen/USD) 114.40 0.1% -0.7% 0.5% 4.7% 8.8% -0.7%

Chinese Yuan (CNY/USD) 6.37 0.7% -0.1% -0.5% -1.5% -1.4% -0.1%

Source: FactSet and Bloomberg. As of February 3, 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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