
 
 

 

 

 
  BARINGSINVESTMENTINSTITUTE.COM |  1

1 April 2022 

War & Pestilence 

W A T C H  L I S T  

 

 

Date  Period Consensus  Previous 
U.S.       

Tue 4/5 Trade Balance Feb -$88.2 B ▲ -$89.7 B 

Tue 4/5 ISM Services Index Mar 58.0 ▲ 56.5 

Wed 4/6 FOMC Meeting Minutes Mar --  -- 

Thu 4/7 Consumer Credit Feb $16.0 B ▲ $6.838 B 

Europe       

Wed 4/6 EA Producer Price Index Feb 27.3% Y/Y ▼ 30.6% Y/Y 

Thu 4/7 EA Retail Sales Feb 1.5% M/M ▲ 0.2% M/M 
Asia Pacific       

Tue 4/5 Japan Labor Cash Earnings Feb 0.1% Y/Y ▼ 0.9% Y/Y 

Wed 4/6 Caixin China Services PMI Mar 49.8 ▼ 50.2 

Wed 4/6 – Thu 4/7 China Foreign Reserves Mar --  $3213.8 B 

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

U.S. Europe Asia Pacific 

 We will watch the FOMC meeting 

minutes for further insights on the 

path ahead for monetary policy 

tightening. 

 With the end of fiscal stimulus and 

continued rise in prices, we will look 

for consumer credit to increase in 

February. 

 We’re expecting Biden may 

announce that Americans in 

unfriendly states must pay their 

taxes in rubles. 

 

 Military and economic responses 

to Russia’s war in Ukraine remain at the 

top of the watch list, as disruptions in 

energy and agriculture flows add to inflation 

pressures and worries about growth. 

 We are watching whether the EA February 

PPI hits a new record high, as national 

numbers suggest it may.   

 EA February retail sales should signal if 

lifting Omicron restrictions helped service 

sectors. 

 Japan wage growth is expected to 

moderate in February. With inflation 

projected to hit the BOJ’s 2% target 

in April amid inflationary pressures 

from food and energy, focus will be 

on whether any sustained increases 

in wage pressures materialize.  

 The China private services PMIs 

for March is expected to fall back 

into contraction amid the latest 

COVID wave there. 

What This Week Means For Markets 

Risk assets continue to claw back recent losses despite ongoing geopolitical uncertainty. With commodity prices up approximately 30% 

year-to-date, and crude oil up about 40% over the same period, inflation remains very much in focus for most developed markets. 

Markets continue to price in about eight Fed hikes, and this is adding pressure to the yield curve, which has exhibited a flattening bias 

since late last year. Indeed, the spread between the U.S. 2- and 10-year went negative briefly this week, adding to growing fears of 

stagflationary shock. About two 25 bps hikes are priced for the ECB by year-end, compared to less than one earlier this month. Even in 

Japan, yields are rising, and the BOJ is determined to maintain yield curve control at the expense of the yen. Finally, China remains in 

its own orbit, with the renminbi and 10-year government bonds staying remarkably range-bound since the start of the year. Authorities 

there continue to craft a balanced response despite facing the worst COVID outbreak since the start of the pandemic. Please see our 

Macro Dashboard. 

https://www.barings.com/us/guest/institute/months-when-decades-happen
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I N  R E V I E W  

China Facing Worst COVID Outbreak Since 2020 

A combination of COVID-related disruptions and geopolitical 

tensions weighed on China activity in March, with 

manufacturing and services sectors both falling into contraction 

in March; this is the first time since February 2020 that both 

indicators fell below 50 simultaneously. Manufacturing PMI 

dropped to 49.5, from 50.2 prior, amid a decrease in production 

and new orders, suggesting pressures on supply and demand 

sides. Meanwhile, non-manufacturing PMI slid to 48.4, from 

51.6 prior, dragged down by a significant decline in services. 

This is mainly a result of the COVID-19 resurgence in March, 

which included new restrictions in several cities. Consumer-

facing industries such as transportation, accommodation, and 

restaurants felt the greatest impact. Worryingly, the latest print 

likely understates some of the deterioration, as the survey ended 

March 25, before Shanghai was locked down. This not only 

increases uncertainty on the consumption recovery but also adds 

focus on emerging supply disruptions. Indicators such as port 

call duration have increased, suggesting delays. Finally, bucking 

the trend, construction PMI gained momentum, rising 58.1 from 

57.6, amid warmer weather and infrastructure investment. 

CHINA PMI 

   

Source: Bloomberg. As of March 31, 2022. 

Authorities will likely minimize these downside pressures, 

particularly amid China’s ambitious 5.5% growth target this 

year. The PBOC in its Q1 monetary policy committee meeting 

emphasized the need for active policy, adding that it would work 

on improving the policy transmission and support SMEs and the 

agricultural sector.  

European Consumers Showing Worries From War 

Euro area consumer confidence plunged to -18.7 in March, from 

-8.8 in February, in response to the war in Ukraine. All 

subcomponents (e.g., major purchase intentions, financial 

situation expectations) showed record drops. Consumer 

inflation expectations increased to 59.8 points, the highest it has 

ever been. March inflation data on a national level points in the 

same direction, with substantial upside surprises on already-

elevated forecasts. While the ECB’s average inflation expectation 

for 2022 is 5.1%, CPI is expected to be 6.4% Y/Y in March, and 

risks to this forecast are now clearly tilted to the upside. The 

Ukraine conflict remains the key driver behind the inflation 

dynamics. We expect this to exert a clear stagflationary shock in 

Europe, with growth slowing markedly and inflation 

accelerating further, possibly to double digits.    

U.S. Consumers Shift Spending to Services 

The February consumer spending data showed a clear shift in 

spending from goods to services. Nominal personal spending 

rose 0.2% M/M, with real spending easing 0.4% M/M given 

elevated inflation. Spending on durable and nondurable goods 

fell in both nominal and real terms, and declines were broad-

based across underlying categories (such as autos, furniture, and 

clothing). Meanwhile services spending rose 0.9% M/M while 

real services spending was up 0.6% M/M. Notable gains were 

seen in airfares, dining out, hotels, and in-person recreation 

(such as movie theaters, sporting events, and casinos) as COVID 

restrictions continue to unwind. Meanwhile, spending on 

gasoline jumped 6.5% M/M given rising prices. 

Personal income rose 0.5% M/M, driven by a 0.8% gain in 

wages and salaries and a notable rise in rental income, offsetting 

a drag from government transfers. With personal income rising 

faster than spending, the savings rate rose from 6.1% to 6.3%. 

Looking ahead, we expect consumers to continue shifting 

spending from goods to services. Meanwhile, rising inflation and 

the end of fiscal transfers should lead to slower and more 

sustainable growth this year, down from the strong pace of 

spending in 2021. Given pent-up demand, services should prove 

more resilient to rising prices than goods.  

Sluggish February Activity in Japan 

Retail sales and industrial production in February both came in 

below expectations, growing -0.8% M/M and 0.1% M/M, 

respectively. The decline in retail sales likely reflected the impact 

of quasi-emergency measures in the latest COVID wave. Goods 

categories saw the most declines, reflecting consumers staying 

home. With measures lifted in late March, a rebound in retail 

sales is expected. Meanwhile, consistent with earlier PMI data, 

lingering supply chain issues, particularly on semiconductors, 

weighed on industrial activity. There is more uncertainty ahead, 

given geopolitical tensions and the impact on global demand 

and supply chain disruptions.    
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Rates Yield 1 W Change 1M Change 3M Change 6M Change 12M Change YTD Change

Fed Funds 0.50% 0 bps 25 bps 25 bps 25 bps 25 bps 25 bps

U.S. SOFR 0.27% 0 bps 22 bps 22 bps 22 bps 26 bps 22 bps

3 Month USD Libor 0.97% 0 bps 46 bps 75 bps 84 bps 77 bps 76 bps

3 Month Euribor -0.46% 3 bps 7 bps 11 bps 8 bps 8 bps 11 bps

3 Month U.S. T-Bill 0.55% 6 bps 24 bps 51 bps 51 bps 54 bps 50 bps

2-Year U.S. Treasury 2.33% 21 bps 90 bps 159 bps 204 bps 218 bps 160 bps

10-Year U.S. Treasury 2.36% 4 bps 52 bps 85 bps 83 bps 63 bps 85 bps

10-Year German Bund 0.66% 17 bps 50 bps 85 bps 84 bps 92 bps 84 bps

10-Year U.K. Gilt 1.65% 0 bps 25 bps 67 bps 70 bps 81 bps 68 bps

10-Year JGB 0.21% -1 bps 3 bps 14 bps 14 bps 13 bps 14 bps

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

Barclays Capital U.S. Government-Treasury 2.42% N/A -0.3% -3.2% -5.5% -3.9% -5.6%

Barclays Capital U.S. TIPS 2.55% N/A -1.3% -1.5% -2.8% 4.7% -2.7%

Barclays Capital U.S. Aggregate 2.92% 40 -0.2% -2.8% -5.9% -4.2% -6.0%

Barclays Capital Global Aggregate 2.18% 42 0.0% -3.3% -6.2% -6.5% -6.4%

Barclays Capital U.S. ABS 2.85% 59 -0.2% -1.7% -2.9% -3.1% -2.9%

Barclays Capital U.S. MBS 3.00% 22 -0.4% -2.6% -4.9% -4.9% -5.0%

Barclays Capital U.S. Corporate Investment Grade 3.61% 116 0.3% -2.6% -7.6% -4.2% -7.8%

BAML Euro Corporate Investment Grade 1.65% 130 -0.5% -1.6% -5.7% -5.8% -5.7%

Barclays Capital U.S. Corporate High Yield 6.00% 324 0.7% -1.2% -4.9% -0.5% -4.9%

BAML European Currency High Yield Non-Financial 4.54% 397 0.2% -0.2% -4.5% -2.7% -4.5%

CS U.S. Leveraged Loans 7.18% 453 0.3% -0.1% -0.2% 3.1% -0.2%

JPM CEMBI Broad Diversified 6.21% 382 0.5% -2.7% -7.6% -6.1% -7.8%

JPM EMBI Global Diversified 6.84% 439 1.7% -2.3% -9.4% -6.7% -9.5%

JPM GBI-EM Global Diversified 6.24% N/A 1.7% -5.7% -5.9% -7.5% -6.2%

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

S&P 500 4,602.45 1.28% 3.3% 5.4% -3.3% 17.9% -3.1%

Euro STOXX 600 (Local) 460.19 2.44% 1.4% 1.6% -5.8% 6.9% -5.7%

U.K. FTSE 100 (Local) 7,578.75 3.25% 1.6% 1.6% 2.4% 11.9% 2.6%

Japan Nikkei 225 (Local) 28,027.25 1.80% 0.0% 5.7% -2.7% -4.8% -2.7%

China Shanghai Composite (Local) 3,266.60 2.18% -0.1% -5.7% -9.7% -5.5% -10.3%

MSCI AC World (Local) 721.11 1.85% 2.5% 3.8% -3.7% 10.8% -3.4%

MSCI Emerging Markets (Local) 1,149.30 2.50% 0.4% -1.0% -4.5% -9.5% -5.5%

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

S&P GS Commodity Index 750.92 -4.1% 11.6% 32.2% 34.6% 60.1% 33.8%

WTI Crude ($/bbl) 107.82 -6.2% 12.2% 40.3% 43.3% 78.1% 43.1%

Copper ($/lb) 4.74 -0.5% 6.6% 8.1% 15.9% 19.0% 6.4%

Gold ($/oz) 1,933.85 0.1% 1.3% 7.1% 11.0% 14.8% 7.1%

U.S. Dollar Index 97.79 -0.8% 1.1% 1.9% 3.8% 4.8% 1.9%

Euro (USD/EUR) 1.12 1.5% -0.6% -1.5% -3.7% -4.8% -1.8%

British Pound (USD/GBP) 1.32 -0.3% -1.8% -2.4% -2.3% -3.9% -2.7%

Japanese Yen (Yen/USD) 122.02 0.8% 5.9% 6.0% 9.4% 10.6% 6.0%

Chinese Yuan (CNY/USD) 6.35 -0.3% 0.7% -0.4% -1.7% -3.3% -0.3%

Source: FactSet and Bloomberg. As of March 31, 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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