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8 July 2022 

Energy Fuels European Inflation & Rate Fears 

W A T C H  L I S T  

Date Period Consensus Previous 
U.S. 
Tue 7/12 NFIB Small Business Optimism Jun 93.1 

Wed 7/13 Consumer Price Index Jun 8.8% Y/Y ▲ 8.6% Y/Y

Wed 7/13 Federal Reserve Beige Book Jun -- -- 

Thu 7/14 Producer Price Index Jun 10.4% Y/Y ▼ 10.8% Y/Y

Fri 7/15 Retail Sales Jun 0.9% M/M ▲ -0.3% M/M

Fri 7/15 Industrial Production Jun 0.0% M/M ▼ 0.2% M/M

Fri 7/15 U. of Michigan Consumer Sentiment (Prelim. Est.) Jul 49.0 ▼ 50.0

Europe 

Wed 7/13 EA Industrial Production May 0.0% M/M ▼ 0.4% M/M

Wed 7/13 U.K. Industrial Production May -0.5% M/M ▲ -0.6% M/M

Wed 7/13 U.K. Manufacturing Production May -1.0% M/M

Wed 7/13 U.K. Monthly GDP May -0.1% M/M ▲ -0.3% M/M
Asia Pacific 
7/8-7/15 China Credit Growth Jun 4200 B ▲ 2792.1 B

7/12-7/16 PBOC 1Y Medium Term Lending Facility Policy Rate Jul 2.85% 2.85% 

7/12-7/13 China Exports Jun 13.0% Y/Y ▼ 16.9% Y/Y

Fri 7/15 China GDP 2Q22 1.0% Y/Y ▼ 4.8% Y/Y

Fri 7/15 China Industrial Production Jun 4.2% Y/Y ▲ 0.7% Y/Y

Fri 7/15 China Retail Sales Jun 0.3% Y/Y ▲ -6.7% Y/Y

Fri 7/15 China Fixed Asset Investment (YTD) Jun 6.0% Y/Y ▼ 6.2% Y/Y

Fri 7/15 China Property Investment (YTD) Jun -4.1% Y/Y ▼ -4.0% Y/Y

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

U.S. Europe Asia Pacific

 U.S. CPI is expected to remain

elevated, given higher prices for

necessities, pent-up services

demand, and elevated input prices.

 We will watch June retail sales to

gauge resilience of consumption.

 Q2 earnings season begins next 

week, with attention on profit

margins as input costs remain high

and demand normalizes. 

• We are following the energy 
negotiations as many countries are 
committing to phase out their dependency 
on Russian oil and gas while the Kremlin 
appears to be dialing down the supply of 

gas to Europe.

• U.K. GDP M/M change for May is 
expected to remain negative. 

 China activity data for June

should show a steady rebound as

COVID restrictions eased in Beijing

and Shanghai, but given the large

economic cost these imposed, it’s

likely Q2 GDP came in negative.

 The People’s Bank of China will

announce key policy rates in the next

two weeks, starting with the

medium-term lending facility (MLF). 

What This Week Means For Markets 

Markets are still sifting through economic data that shows strong household and corporate balance sheets but rising risks of recession. 

Equities trended sideways ahead of the FOMC meeting minutes released Wednesday, which largely confirmed what was delivered at 

the press conference: the Fed will prioritize inflation over growth. However, much has changed since the June meeting, including 

downward revisions to consumption, inflation expectations, and lower commodity prices—leading to hopes this will allow the Fed to do 

less. Meanwhile, the U.S. yield curve remains inverted. Elsewhere, upward surprises in euro area inflation are leading to discussions of 

greater hikes by the ECB. Separately, China has announced stimulus measures, which are needed to support growth. 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  

More EA Inflation, More Growth Concerns 

Euro area (EA) inflation jumped to a new record high of 8.6% 

Y/Y in June (cons. 8.4%). Energy, food, alcohol and tobacco, 

and non-energy industrial goods were the main inflation drivers, 

while services eased slightly this month. Annual inflation grew 

in most major European economies, with the exception of 

Germany, where inflation rate surprised to the downside thanks 

to government measures that controlled high fuel prices and 

reduced gasoline and diesel taxes. Natural gas prices are 

expected to stay high at least through the winter as the risk of 

further disruptions increases, which will boost prices for energy, 

food, and core goods. On top of that, the first summer with no 

COVID restrictions in three years is increasing expectations that 

services inflation will be sustained throughout tourist season; 

some market participants are already discussing the idea of the 

ECB July rate hike being bigger than 25bps.  

Rising consumer prices weighed on consumer confidence and 

purchasing power, which is starting to show in EA retail sales. 

These grew 0.2% in May, rebounding from -1.4% in April, yet 

was still below the consensus of 0.4%. Retail sales also increased 

0.2% Y/Y, the smallest gain since February 2021 (cons. -0.4%). 

Persistent inflation and war will likely weigh further on 

confidence and spending in the coming months. 

 

Demand for U.S. Labor Remains Resilient 

The May Job Openings and Labor Turnover Survey (JOLTS) 

showed we have likely passed the peak imbalance between 

demand for and supply of workers. However, the labor market 

remains strong. The number of open jobs edged slightly lower to 

11.254 million but is still near its record high. The quits rate held 

steady at 2.8% in May—down slightly from a high of 3% at the 

end of 2021, but well-above the average pre-COVID 2.3% rate. 

U.S. JOB OPENINGS PER UNEMPLOYED 

Source: Haver. As of July 6, 2022. 

An elevated quits rate is indicative of a tight labor market in 

which employees feel confident enough to voluntarily leave their 

jobs. However, the data is coming off its peak and initial claims 

data has edged higher; together this suggests that the pace of job 

gains should slow over the months ahead, and wage growth 

should trend toward a more sustainable pace. 

 

FOMC Still Wavering on 50 vs. 75 for July 

Minutes from the FOMC’s June meeting confirmed the Fed 

remains focused on bringing inflation down, even if it slows 

growth. The upward move in longer-term consumer inflation 

expectations in the preliminary University of Michigan 

Consumer Sentiment Survey raised concerns among committee 

members, who fear an unanchoring of expectations would make 

their job all the more challenging. The Committee left the door 

open for either a 50bps or 75bps hike at the meeting scheduled 

for July 26 and 27. However, data has evolved since the June 

meeting. For instance, since that meeting, the jump in inflation 

expectations was revised away, consumer spending was revised 

lower, and commodity prices have edged lower amid increased 

fears of recession. This means all eyes will be on the upcoming 

employment report, retail sales data, and CPI print ahead of the 

July meeting. We believe the Fed will continue on its hawkish 

path of rate hikes as it weighs inflation over growth, and our 

central scenario calls for headline inflation to remain elevated. 

 

Japanese Households Take a Hit From Inflation 

Cash earnings rose steadily in May, albeit below market 

expectations, growing 1.0% Y/Y (versus 1.3% prior) amid a 

continued increase in base and overtime wages. Worryingly, 

however, inflation-adjusted earnings have contracted further, 

with real cash earnings declining 1.8% Y/Y (versus -1.7% prior), 

the most since the start of the pandemic. The decline represents 

a deterioration in household purchasing power as the cost of 

living rises faster than nominal wage growth, potentially 

weighing on the consumption recovery expected this year. This 

comes amid a mixed backdrop in employment data, with the 

jobless rate also ticking to 2.6% in May (versus 2.5% prior). 

Reflecting an increase in both the involuntarily and voluntarily 

unemployed, the latter suggests that the rise in the 

unemployment rate is not purely driven by economic 

deterioration. Overall, with global growth slowing and risks of 

recession rising in both the U.S. and euro area, domestic 

demand will likely play a key role in supporting the recovery in 

Japan.   
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Rates Yield 1 W Change 1M Change 3M Change 6M Change 12M Change YTD Change

Fed Funds 1.75% 0 bps 75 bps 125 bps 150 bps 150 bps 150 bps

U.S. SOFR 1.54% 3 bps 76 bps 124 bps 149 bps 149 bps 149 bps

3 Month USD Libor 2.39% 11 bps 73 bps 140 bps 216 bps 226 bps 218 bps

3 Month Euribor -0.15% 4 bps 16 bps 31 bps 42 bps 39 bps 42 bps

3 Month U.S. T-Bill 1.85% 13 bps 66 bps 118 bps 176 bps 181 bps 180 bps

2-Year U.S. Treasury 2.94% -13 bps 23 bps 44 bps 206 bps 273 bps 222 bps

10-Year U.S. Treasury 2.91% -19 bps -12 bps 30 bps 118 bps 154 bps 140 bps

10-Year German Bund 1.15% -38 bps -15 bps 49 bps 127 bps 141 bps 134 bps

10-Year U.K. Gilt 2.11% -29 bps -11 bps 38 bps 96 bps 146 bps 114 bps

10-Year JGB 0.25% 2 bps 1 bps 2 bps 13 bps 21 bps 18 bps

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

Barclays Capital U.S. Government-Treasury 3.06% N/A 0.7% 0.4% -2.2% -9.2% -8.9%

Barclays Capital U.S. TIPS 3.28% N/A 0.3% -2.6% -4.1% -5.4% -8.5%

Barclays Capital U.S. Aggregate 3.68% 56 0.8% -0.2% -3.0% -10.4% -10.0%

Barclays Capital Global Aggregate 2.83% 57 0.3% -2.3% -6.8% -15.7% -14.1%

Barclays Capital U.S. ABS 3.77% 75 0.3% 0.0% -0.4% -4.3% -3.7%

Barclays Capital U.S. MBS 3.71% 45 1.0% -0.1% -2.2% -8.8% -8.3%

Barclays Capital U.S. Corporate Investment Grade 4.66% 157 0.6% -1.4% -5.5% -14.4% -14.1%

BAML Euro Corporate Investment Grade 2.83% 211 1.7% -1.5% -5.6% -11.8% -11.0%

Barclays Capital U.S. Corporate High Yield 8.82% 566 0.1% -5.7% -8.6% -12.7% -13.8%

BAML European Currency High Yield Non-Financial 7.81% 692 -0.8% -7.1% -11.0% -14.9% -15.1%

CS U.S. Leveraged Loans 9.82% 674 -0.9% -2.9% -5.2% -3.1% -4.8%

JPM CEMBI Broad Diversified 7.14% 418 -0.4% -3.3% -5.7% -14.6% -14.2%

JPM EMBI Global Diversified 8.51% 542 0.3% -5.5% -9.9% -20.8% -20.0%

JPM GBI-EM Global Diversified 7.03% N/A -2.3% -6.6% -9.7% -20.3% -16.3%

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

S&P 500 3,845.08 1.57% 0.7% -6.6% -13.8% -10.2% -18.7%

Euro STOXX 600 (Local) 407.34 2.54% -1.5% -8.3% -10.7% -10.7% -16.5%

U.K. FTSE 100 (Local) 7,107.77 3.67% -2.8% -6.6% -6.3% 0.1% -3.7%

Japan Nikkei 225 (Local) 26,107.65 2.13% -2.6% -6.5% -4.5% -8.9% -9.3%

China Shanghai Composite (Local) 3,355.35 2.27% -0.2% 3.7% 2.2% -5.0% -7.8%

MSCI AC World (Local) 598.51 2.29% -0.3% -6.2% -12.1% -11.7% -16.9%

MSCI Emerging Markets (Local) 981.01 2.97% -2.2% -4.3% -9.2% -19.5% -14.5%

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

S&P GS Commodity Index 664.15 -9.9% -18.7% -6.9% 14.9% 25.6% 18.3%

WTI Crude ($/bbl) 98.53 -10.2% -16.8% 2.2% 24.0% 33.8% 30.8%

Copper ($/lb) 3.42 -9.6% -23.0% -27.8% -21.4% -19.7% -23.3%

Gold ($/oz) 1,754.30 -3.5% -5.0% -9.1% -2.0% -3.1% -2.9%

U.S. Dollar Index 107.10 1.9% 4.5% 7.5% 11.2% 15.7% 11.6%

Euro (USD/EUR) 1.02 -2.7% -4.9% -6.6% -9.8% -13.8% -10.4%

British Pound (USD/GBP) 1.19 -1.7% -5.2% -9.0% -12.0% -13.8% -12.1%

Japanese Yen (Yen/USD) 135.67 -0.9% 3.3% 9.6% 17.2% 22.7% 17.8%

Chinese Yuan (CNY/USD) 6.70 0.1% 0.9% 5.3% 5.1% 3.7% 5.2%

Source: FactSet and Bloomberg. As of July 7, 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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