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Shoppers Keep Spending, But For How Long? 

W A T C H  L I S T  

Date Period Consensus Previous 
U.S. 
Tue 5/24 S&P Global Manufacturing PMI (Prelim. Est.) May 58.0 ▼ 59.2

Tue 5/24 S&P Global Services PMI (Prelim. Est.) May 55.5 ▼ 55.6

Tue 5/24 New Home Sales Apr 755 K ▼ 763 K

Wed 5/25 FOMC Meeting Minutes May -- -- 

Thu 5/26 GDP, Annualized (Second Est.) 1Q22 -1.3% Q/Q ▲ -1.4% Q/Q

Thu 5/26 Pending Home Sales Apr -1.8% M/M ▼ -1.2% M/M

Fri 5/27 Personal Income Apr 0.6% M/M ▲ 0.5% M/M

Fri 5/27 Personal Spending Apr 0.6% M/M ▼ 1.1% M/M

Fri 5/27 Core PCE Deflator Apr 4.9% Y/Y ▼ 5.2% Y/Y

Europe 

Mon 5/23 German IFO Business Climate May 91.0 ▼ 91.8

Tue 5/24 EA S&P Global Manufacturing PMI (Prelim. Est.) May 55.0 ▼ 55.5

Tue 5/24 EA S&P Global Services PMI (Prelim. Est.) May 58.1 ▲ 57.7

Tue 5/24 U.K. S&P Global Manufacturing PMI (Prelim. Est.) May 55.8 

Tue 5/24 U.K. S&P Global Services PMI (Prelim. Est.) May 58.9 
Asia Pacific 
Mon 5/23 South Korea Exports 20 Days May 16.9% Y/Y 

Tue 5/24 Jibun Bank Japan Manufacturing PMI (Prelim. Est.) May 53.5 

Tue 5/24 Jibun Bank Japan Services PMI (Prelim. Est.) May 50.7 

Fri 5/27 China Industrial Profits, YTD Apr 8.5%Y/Y 

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

U.S. Europe Asia Pacific

• We will watch the preliminary May 
S&P Global PMIs to gauge how 
business activity is holding up in the 
face of elevated inflation and further 
interest rate increases. 

• April personal spending data 
will show how consumer spending is 
faring in the face of higher prices for 

necessities. 

 We are monitoring the ongoing

developments of the Ukraine-Russia

conflict as it becomes apparent that

economic and financial effects will take 

years to ease.

 EA and U.K. May Flash PMIs will

show whether the ongoing war and

lockdowns in China are exacerbating

supply disruptions and sapping demand.

• Following the Q1 contractions, we 
will watch Japan PMIs to gauge 
how the economy is managing in 
2Q22 and the extent to which supply 
constraints are holding back growth.

• We look to China industrial 
profits to see the impact lockdowns 
are having on the industrial sector, 
particularly following the downward 
surprise in April activity data.

What This Week Means For Markets 

A risk-off tone was prominent this week in markets amid rising worries of stagflation, given aggressive monetary policy. Despite the 

solid U.S. retail sales data, retailers led a sharp decline in equities mid-week, which pushed U.S. Treasury yields lower. Q1 earnings 

season highlighted that inflation remains a key concern for companies, particularly as growth is set to slow. Meanwhile, remarks from 

Fed officials this week highlighted the FOMC’s commitment to raising rates and winding down its balance sheet to reel in inflation, 

which should lead to further tightening in financial conditions. With great uncertainty on the outlook, volatility is set to remain. 

Elevated prices for necessities and tightening monetary policy support our central Stagflation Shock scenario, in which growth 

substantially slows. Please see our latest Macro Dashboard. 

https://www.barings.com/globalassets/2-assets/perspectives/institute/macro-dashboard/2022/04-april/macro-dashboard-04.2022.pdf
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I N  R E V I E W  

U.S. Shoppers Spending Despite Souring Moods 

U.S. consumer sentiment reached a new cycle low, while retail 

sales showed strength. The preliminary reading of the University 

of Michigan Consumer Sentiment Index fell below consensus 

expectations, from 65.2 to 59.1 in May. The decline was broad-

based across age, income, education, and political party, with 

consumers more downbeat on current conditions and future 

expectations. The decline is likely driven by elevated inflation 

and higher gas prices in May. In fact, consumers’ view of their 

current financial situation versus a year ago came in at the 

lowest level since 2013. Meanwhile, views on buying conditions 

for large durable goods continued to trend lower. 

U.S. RETAIL SALES, M/M% 

Source: Haver. As of May 19, 2022. 

However, while consumer sentiment has trended lower over the 

past year, it hasn’t stopped shoppers from spending, yet. Retail 

sales rose a solid 0.9% M/M in April, with large upward 

revisions to March. Growth in the control group—which feeds 

into GDP—surprised to the upside, keeping hope alive for Fed 

Chairman Jerome Powell’s “soft-ish” landing. However, as food 

and gasoline account for an increasing share of spending, we 

expect growth to slow significantly this year compared to last 

year’s robust pace, particularly as savings buffers are spent. 

Zero-COVID Approach Weighs on Activity in China 

Downward surprises in China activity data for April raises 

concerns of slower growth. China’s zero-COVID policy is clearly 

hampering internal demand and production. Retail sales fell 

11.1% Y/Y, while industrial production fell 2.9% (cons. +0.5%). 

Meanwhile, a slower pace of fixed asset investment suggests 

more policy support is needed. There are signs that restrictions 

may ease in Shanghai, though worries of greater impediments 

on activity in Beijing remain center stage.  

CHINA ACTIVITY DATA, Y/Y% 

Source: Bloomberg. As of May 19, 2022. 

While the impact on growth is less than when the pandemic 

began and more policy support is expected, zero-COVID will 

keep risks to China’s growth outlook to the downside. More 

production and supply chain disruptions could keep pressure on 

global logistics and input costs for companies outside of China. 

Tight Labor Market & High Inflation in the U.K. 

The U.K. labor market is very tight with record-high vacancies 

and a large increase in total earnings (boosted by one-off 

payments, growing 45% Y/Y). U.K. unemployment declined 

further to 3.7% in Q1 2022, which is the lowest since 1974 (cons. 

3.8%); there are more vacancies than unemployed people for the 

first time since this data was recorded. While total pay is up, real 

regular pay fell by 1.2% Y/Y, and some tightness is likely due to 

higher retirement rates and less immigration of EU workers. 

Both have inflationary effects but also reduce potential growth 

in the U.K. economy, which may warrant a more cautious 

approach to tightening by the Bank of England. Expecting less 

tightening than elsewhere (e.g. the U.S.), markets are selling 

British pounds, increasing pressure vis-a-vis the dollar. 

Annual U.K. inflation was however very strong in April, jumping 

to 9% Y/Y from 7% in March (cons. 9.1%), reaching a 40-year 

high. Housing and utility costs, driven by the energy shock, were 

the main driver: electricity prices rose 53.5% Y/Y, gas 95.5% Y/Y 

and liquid fuels 113.9% Y/Y. The U.K. is the only major 

European economy without caps on energy price jumps and now 

has the highest inflation rate in the G7. Inflation growth was also 

driven by restaurant and hotel prices, as well as food and non-

alcoholic beverages. Expect utility prices to rise in October, 

which could push headline inflation up again. This supports our 

central Stagflation Shock scenario, with high inflation weighing 

on growth.  
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Rates Yield 1 W Change 1M Change 3M Change 6M Change 12M Change YTD Change

Fed Funds 1.00% 0 bps 50 bps 75 bps 75 bps 75 bps 75 bps

U.S. SOFR 0.79% 1 bps 50 bps 74 bps 74 bps 78 bps 74 bps

3 Month USD Libor 1.48% 6 bps 42 bps 100 bps 132 bps 132 bps 127 bps

3 Month Euribor -0.37% 5 bps 8 bps 16 bps 20 bps 19 bps 21 bps

3 Month U.S. T-Bill 1.02% 12 bps 26 bps 68 bps 98 bps 101 bps 97 bps

2-Year U.S. Treasury 2.69% 5 bps 21 bps 121 bps 219 bps 253 bps 196 bps

10-Year U.S. Treasury 2.89% -2 bps 3 bps 96 bps 130 bps 125 bps 138 bps

10-Year German Bund 1.04% -1 bps 20 bps 84 bps 131 bps 114 bps 122 bps

10-Year U.K. Gilt 1.86% -4 bps -3 bps 47 bps 94 bps 99 bps 89 bps

10-Year JGB 0.24% 0 bps 0 bps 3 bps 18 bps 17 bps 18 bps

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

Barclays Capital U.S. Government-Treasury 2.88% N/A -0.1% -0.5% -5.8% -7.3% -8.6%

Barclays Capital U.S. TIPS 3.11% N/A 0.3% -1.0% -2.5% -1.3% -5.9%

Barclays Capital U.S. Aggregate 3.50% 53 -0.2% -0.9% -6.2% -8.5% -9.7%

Barclays Capital Global Aggregate 2.61% 51 0.1% -2.6% -9.1% -13.5% -11.8%

Barclays Capital U.S. ABS 3.40% 73 -0.1% -0.2% -2.3% -3.9% -3.4%

Barclays Capital U.S. MBS 3.57% 41 0.1% -0.4% -5.3% -8.2% -8.1%

Barclays Capital U.S. Corporate Investment Grade 4.43% 147 -0.7% -2.2% -8.2% -11.1% -13.5%

BAML Euro Corporate Investment Grade 2.25% 161 0.1% -2.2% -5.4% -8.6% -8.6%

Barclays Capital U.S. Corporate High Yield 7.80% 472 -1.0% -4.6% -7.1% -8.2% -11.1%

BAML European Currency High Yield Non-Financial 5.79% 497 0.4% -3.1% -5.5% -7.5% -8.5%

CS U.S. Leveraged Loans 8.48% 548 -0.7% -2.5% -2.3% 0.3% -2.2%

JPM CEMBI Broad Diversified 6.55% 366 -0.5% -2.6% -9.5% -11.4% -12.1%

JPM EMBI Global Diversified 7.79% 481 -0.4% -5.0% -13.4% -17.0% -17.0%

JPM GBI-EM Global Diversified 7.00% N/A 0.9% -5.6% -15.0% -18.6% -13.4%

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

S&P 500 3,923.68 1.53% -0.2% -10.5% -9.4% -3.6% -17.2%

Euro STOXX 600 (Local) 433.95 2.40% 1.5% -5.6% -5.8% -2.1% -11.0%

U.K. FTSE 100 (Local) 7,438.09 3.46% 1.2% -2.3% -1.0% 5.7% 0.7%

Japan Nikkei 225 (Local) 26,911.20 2.05% 2.7% 0.4% -0.8% -5.3% -6.5%

China Shanghai Composite (Local) 3,085.98 2.32% 0.9% -3.4% -11.6% -12.6% -15.2%

MSCI AC World (Local) 623.64 2.18% 0.6% -8.5% -10.7% -5.0% -14.6%

MSCI Emerging Markets (Local) 1,033.18 2.84% 2.0% -5.3% -13.1% -15.9% -12.4%

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

S&P GS Commodity Index 754.73 1.2% -2.8% 17.3% 31.2% 45.3% 34.5%

WTI Crude ($/bbl) 109.59 3.9% 1.2% 20.1% 38.9% 67.3% 45.5%

Copper ($/lb) 4.18 -0.7% -12.8% -7.5% -3.0% -11.7% -6.1%

Gold ($/oz) 1,810.65 -2.2% -7.8% -4.4% -2.7% -3.0% 0.3%

U.S. Dollar Index 103.81 0.0% 3.0% 8.1% 8.7% 15.7% 8.2%

Euro (USD/EUR) 1.05 -0.3% -2.6% -7.3% -7.4% -14.0% -7.6%

British Pound (USD/GBP) 1.24 0.6% -4.7% -8.6% -7.9% -12.7% -8.4%

Japanese Yen (Yen/USD) 128.48 -1.4% 1.4% 11.6% 12.4% 18.0% 11.6%

Chinese Yuan (CNY/USD) 6.75 0.3% 6.0% 6.7% 5.8% 5.1% 5.9%

Source: FactSet and Bloomberg. As of May 19, 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 by Barings or any other person. 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. 
Barings is the brand name for the worldwide asset management and associated businesses of Barings LLC and its global affiliates. 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 Sarl, 
and Baring Asset Management Korea Limited each are affiliated financial service companies owned by Barings LLC (each, individually, an 
“Affiliate”). 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. 
 
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. 
 
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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