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10 June 2022 

The ECB Joins the Growing Circle of Hawks 

W A T C H  L I  S T  

Date Period Consensus Previous 
U.S. 
Tue 6/14 Producer Price Index May 10.8% Y/Y ▼ 11.0% Y/Y

Wed 6/15 Retail Sales May 0.2% M/M ▼ 0.9% M/M

Wed 6/15 NAHB Housing Market Index Jun 68 ▼ 69

Wed 6/15 FOMC Rate Decision Jun 1.25%-1.50% ▲ 0.75%-1.00%

Thu 6/16 Building Permits May 1795 K ▼ 1819 K

Thu 6/16 Housing Starts May 1717 K ▼ 1724 K

Fri 6/17 Industrial Production May 0.5% M/M ▼ 1.1% M/M

Europe 

Mon 6/13 U.K. Industrial Production Apr -0.2% M/M

Tue 6/14 U.K. Unemployment Rate Apr 3.7% 3.7% 

Wed 6/15 EA Industrial Production Apr 0.7% M/M ▲ -1.8% M/M

Thu 6/16 Bank of England Bank Rate Jun 1.25% ▲ 1%

Fri 6/17 U.K. Retail Sales May 1.4% M/M 
Asia Pacific 
6/8-6/15 China Credit Growth  May 2030 B ▲ 910.2 B

6/12-6/19 People’s Bank of China Policy Rates Jun -- -- 

Wed 6/15 China Industrial Production May -1.0% Y/Y ▲ -2.9% Y/Y

Wed 6/15 China Retail Sales May -7.1% Y/Y ▲ -11.1% Y/Y

Wed 6/15 China Fixed Asset Investment (YTD) May 6.1% Y/Y ▼ 6.8% Y/Y

Wed 6/15 China Property Investment (YTD) May -4.0% Y/Y ▼ -2.7% Y/Y

Fri 6/17 Bank of Japan Policy Balance Rate Jun -0.1% -0.1%

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

U.S. Europe Asia Pacific

 The FOMC is expected to raise the

target range for the federal funds

rate by 50bps. We will watch for the

updated Summary of Economic 

Projections to gauge the path ahead. 

 May retail sales data will help

show how consumer spending is

holding up, given higher prices and

interest rates.

 We continue to watch military and

economic responses to Russia’s war in

Ukraine and their implications for

growth and inflation.

 The BOE will likely hike another 25bps.

The BOE continues to face a balancing act

between slower growth and high inflation

and, for consensus (and our forecast),

fears are of the latter prevailing.

 Markets will closely monitor the

BOJ’s press conference for hints on

policy changes, given the rapidly

depreciating yen.

 China May activity data could

point to a gradual recovery, with

industrial activity likely continuing

to decline, as implied by PMI data. 

What This Week Means For Markets 

Leading up to the ECB meeting and U.S. CPI print near week’s end, equities drifted mostly sideways. Meanwhile, oil prices topped 

$120/barrel and yields edged higher. The ECB on Thursday officially joined the hawkish camp, announcing a more aggressive path of 

rate hikes to address high inflation. The strong hint toward a 50bp hike in September led markets to reprice the euro curve higher and 

added pressure on periphery spreads. The yen continued to weaken to 20-year highs against the U.S. dollar, amid dovish comments 

from BOJ Governor Haruhiko Kuroda. We remain with our central Stagflation Shock scenario, in which higher prices for necessities 

and tightening monetary policy will sharply slow U.S. growth and lead to a euro area recession in the next 12-18 months. Please see 

our latest Macro Dashboard. 

https://www.barings.com/globalassets/2-assets/perspectives/institute/macro-dashboard/2022/06-june/macro-dashboard-06.2022.pdf
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I N  R E V I E W  

ECB Bets on Recovery with Hawkish Turn 

The ECB’s policy decision was in line with expectations, 

including indications it will: a) stop net QE purchases by end-

June; b) hike interest rates by 0.25% in July; and c) hike again 

in September. So, why have markets punished EU government 

bonds? Probably because of a few surprises that point toward 

the possibility of an aggressive 50bps hike in September. The 

press release stated that: “if the medium-term inflation outlook 

persists or deteriorates, a larger increment will be appropriate 

at the September meeting.” Since inflation is unlikely to improve 

before September, the market was caught off guard. 

The second surprise was on the ECB’s stance beyond summer—

another more aggressive turn than was expected. Inflation 

forecasts have risen considerably for 2023 (to 3.5% from 2.1%) 

and end above target in 2024 (to 2.1% from 1.9%). Core inflation 

is also expected to remain above 2% until 2024. The ECB thus 

expects inflation to be more persistent and broad based. The 

aggressive tone is reflected in another new sentence in the press 

release: “Beyond September, based on its current assessment, 

the Governing Council anticipates that a gradual but sustained 

path of further increases in interest rates will be appropriate.”  

The ECB seems to have put aside its neutrality, substituting a 

clear tightening bias: unless the economy shows clear signs of 

weakness, it intends to hike rates in a “gradual but sustained” 

way after September. The “two-way optionality,” so dear to ECB 

Chief Economist Philip Lane, is taking a back seat. 

While money markets priced in such a policy before the meeting, 

we suspect many in bond markets thought the ECB was unsure 

beyond the removal of the Depression-era policies of negative 

rates and QE. That was our view, which clearly must be 

revisited—it is now possible that rates increase 25bps every 

meeting this year and 50bps in September, unless growth shows 

early signs of slowdown. 

 

Is the U.S. Labor Market Passing Peak Tightness? 

The U.S. labor market remained strong in May. While job 

creation slowed slightly from April, we don’t think this will alter 

the Fed’s hawkish plans for rate hikes. Nonfarm payrolls 

surprised to the upside, rising 390,000. Gains were broad-based 

across sectors (except retail trade, which was likely hurt by 

consumer demand shifting toward services). The labor force 

edged higher while the unemployment rate held at a low 3.6%. 

Average hourly earnings growth eased slightly from 5.5% Y/Y in 

April to 5.2% Y/Y in May, though this pace is still above what 

would be consistent with the Fed’s 2% inflation target. 

CHANGE IN NONFARM PAYROLLS, THS 

Source: Haver. As of June 9, 2022. 

However, job growth has begun to slow and, combined with a 

recent rise in initial claims, we are likely past the peak 

imbalance between labor supply and demand—suggesting that 

the pace of job and wage growth could moderate from here.  

 

China PMIs Suggest the Worst is Over, For Now 

The official manufacturing PMI remained in contraction, 

coming in at 49.6 in May, following an April decline that saw the 

index at its weakest level since February 2020, when the 

pandemic began. Details showed a broad-based improvement in 

production activity and demand. With the supplier delivery time 

sub-index coming off its worst levels, supply chain and logistical 

network pressures have likely eased, amid a coordinated push by 

authorities. While the better-than-expected data print is 

encouraging, the rebound has been shallower than that in 2020. 

What’s more, China’s zero-COVID policy remains in place and 

the risk of new restrictions continue to cast a wide shadow over 

the economy.   

 

There’s Good News & Bad News in Japan’s GDP Data 

Japan GDP contracted 0.1% Q/Q in 1Q22, a narrower-than-

expected drop, and half the initial estimate. Consumption being 

revised higher helped improves the number, suggesting the hit 

to consumer spending from Omicron was smaller than originally 

feared Inventories were revised higher, pointing to ongoing 

supply constraints hampering production. Investment was 

revised lower and was a drag on growth, as uncertainty on the 

supply-side likely weighed on business activity. Looking ahead, a 

consumption recovery should help drive growth as the economy 

continues to benefit from reopening measures, but the risks 

from ongoing supply constraints loom large. 
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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 1.00% 0 bps 0 bps 75 bps 75 bps 75 bps 75 bps

U.S. SOFR 0.76% -4 bps -2 bps 71 bps 71 bps 75 bps 71 bps

3 Month USD Libor 1.69% 6 bps 29 bps 98 bps 149 bps 156 bps 148 bps

3 Month Euribor -0.30% 3 bps 12 bps 20 bps 27 bps 24 bps 27 bps

3 Month U.S. T-Bill 1.24% 13 bps 41 bps 89 bps 118 bps 122 bps 119 bps

2-Year U.S. Treasury 2.77% 12 bps 10 bps 115 bps 210 bps 263 bps 205 bps

10-Year U.S. Treasury 3.03% 9 bps -10 bps 116 bps 152 bps 149 bps 151 bps

10-Year German Bund 1.35% 19 bps 24 bps 125 bps 167 bps 157 bps 153 bps

10-Year U.K. Gilt 2.24% 10 bps 28 bps 82 bps 148 bps 147 bps 127 bps

10-Year JGB 0.24% 1 bps 0 bps 8 bps 20 bps 17 bps 17 bps

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

Barclays Capital U.S. Government-Treasury 3.01% N/A -0.6% 0.4% -6.4% -8.6% -9.2%

Barclays Capital U.S. TIPS 3.27% N/A 0.3% 0.6% -6.5% -1.6% -6.1%

Barclays Capital U.S. Aggregate 3.58% 47 -0.7% 0.7% -6.1% -9.4% -9.9%

Barclays Capital Global Aggregate 2.77% 49 -0.9% 0.1% -8.1% -14.5% -12.3%

Barclays Capital U.S. ABS 3.58% 78 -0.2% -0.1% -2.2% -4.3% -3.7%

Barclays Capital U.S. MBS 3.65% 38 -0.7% 0.9% -5.7% -8.7% -8.4%

Barclays Capital U.S. Corporate Investment Grade 4.40% 130 -0.8% 1.2% -6.2% -11.6% -12.8%

BAML Euro Corporate Investment Grade 2.56% 158 -0.8% -1.0% -5.7% -10.4% -9.9%

Barclays Capital U.S. Corporate High Yield 7.41% 420 -1.1% 0.3% -4.3% -6.8% -9.1%

BAML European Currency High Yield Non-Financial 5.93% 479 -0.2% 0.2% -3.2% -8.4% -8.8%

CS U.S. Leveraged Loans 8.51% 543 0.5% -1.2% -0.8% 0.3% -1.7%

JPM CEMBI Broad Diversified 6.46% 341 -0.1% 0.1% -3.1% -11.2% -11.4%

JPM EMBI Global Diversified 7.67% 454 -1.0% 0.3% -4.9% -16.9% -16.1%

JPM GBI-EM Global Diversified 6.87% N/A -0.3% 2.4% -3.2% -17.7% -11.1%

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

S&P 500 4,115.77 1.46% 0.4% 0.0% -0.9% -1.2% -13.1%

Euro STOXX 600 (Local) 440.37 2.40% 0.4% 2.4% 6.1% -3.0% -9.7%

U.K. FTSE 100 (Local) 7,593.00 3.42% 0.8% 2.8% 9.0% 7.0% 2.8%

Japan Nikkei 225 (Local) 28,234.29 1.96% 2.8% 4.6% 13.9% -2.5% -1.9%

China Shanghai Composite (Local) 3,263.79 2.21% 2.6% 8.7% -0.9% -8.8% -10.3%

MSCI AC World (Local) 650.94 2.14% 0.6% 1.2% -1.0% -3.6% -10.9%

MSCI Emerging Markets (Local) 1,073.74 2.76% 1.0% 3.9% 0.6% -15.1% -9.2%

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

S&P GS Commodity Index 818.63 3.2% 6.4% -0.4% 49.6% 53.7% 45.9%

WTI Crude ($/bbl) 122.11 5.9% 11.3% -1.2% 68.6% 74.2% 62.1%

Copper ($/lb) 4.46 3.0% 4.6% -5.1% 1.5% -2.3% 0.1%

Gold ($/oz) 1,852.95 0.4% -1.6% -9.1% 3.9% -2.1% 2.6%

U.S. Dollar Index 102.54 0.0% -1.1% 3.5% 6.9% 13.8% 6.9%

Euro (USD/EUR) 1.07 0.6% 1.4% -1.3% -5.3% -11.9% -5.6%

British Pound (USD/GBP) 1.26 0.4% 1.6% -4.3% -5.0% -11.3% -7.3%

Japanese Yen (Yen/USD) 133.84 3.0% 2.6% 15.8% 17.5% 22.3% 16.2%

Chinese Yuan (CNY/USD) 6.68 -0.2% 0.0% 5.8% 5.2% 4.5% 4.9%

Source: FactSet and Bloomberg. As of June 9, 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. 
 
22-2239036 


