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You Will Remember the 21st Day of September 

W A T C H  L I S T  

 

 

Date  Period Consensus  Previous 
U.S.       

Mon 9/19 NAHB Housing Market Index Sep 48 ▼ 49 
Tue 9/20 Building Permits Aug 1621 K ▼ 1674 K 
Tue 9/20 Housing Starts Aug 1460 K ▲ 1446 K 
Wed 9/21 Existing Home Sales Aug 4.73 M ▼ 4.81 M 
Wed 9/21 FOMC Meeting Sep 3%-3.25% ▲ 2.25%-2.5% 
Fri 9/23 S&P Global Manufacturing PMI (Prelim. Est.) Sep 51.3 ▼ 51.5 

Fri 9/23 S&P Global Services PMI (Prelim. Est.) Sep 45.0 ▲ 43.7 
Europe       

Mon 9/19 U.K. Bank Holiday, Queen Elizabeth II’s Funeral   --  -- 
Thu 9/22 Bank of England Bank Rate Sep 2.25% ▲ 1.75% 
Thu 9/22 EA Consumer Confidence (Prelim. Est.) Sep -24.6 ▲ -24.9 
Fri 9/23 EA S&P Global Manufacturing PMI (Prelim. Est.) Sep 49.1 ▼ 49.6 
Fri 9/23 EA S&P Global Services PMI (Prelim. Est.) Sep 49.2 ▼ 49.8 

Fri 9/23 U.K. S&P Global Manufacturing PMI (Prelim. Est.) Sep   47.3 

Fri 9/23 U.K. S&P Global Services PMI (Prelim. Est.) Sep   50.9 

 Asia Pacific      

Tue 9/20 People’s Bank of China Policy Rates Sep --  -- 
Tue 9/20 Japan Consumer Price Index Aug 2.9% Y/Y ▲ 2.6% Y/Y 
9/21-9/22 Bank of Japan Policy Balance Rate Sep   -0.1% 
Arrows indicate consensus forecast compared to the previous period. Local dates of release. 

U.S. Europe Asia Pacific 

 Just like Earth, Wind & Fire, we will 

watch the FOMC meeting 

Wednesday, September 21 following 

the upward surprise in August 

inflation. Markets have now fully 

priced in a 75bp hike, with some 

expecting it could possibly be larger. 

 Concerns over the growth outlook 

remain intact, so close attention will 

also be paid to the preliminary 

S&P Global PMIs for September. 

 We expect a 50bp hike from the Bank of 

England, given the lower expected near-

term peak in headline inflation and a 

freeze on energy prices. Risks are tilted to 

the upside. 

 We are watching the euro area Flash 

PMIs to see if economic activity 

continued to cool. 

 Euro area Consumer Confidence will 

help measure shoppers’ optimism and 

pessimism after news of a more proactive 

EU stance on capping energy bills. 

 The Bank of Japan is expected to 

remain supportive at its September 

meeting, contrary to counterparts in 

the U.S. and euro area.   

 Close attention will be paid to 

China policy rates in September. 

After easing more than expected the 

previous month, activity data has 

been surprising to the downside. 

Policymakers should remain 

supportive. 

What This Week Means For Markets 

The upside surprise in U.S. CPI and a hawkish pivot by the ECB led markets to revise rate hike expectations higher for both the FOMC 

and ECB and contributed to a risk-off tone in markets. Following the positive beat in U.S. CPI, markets are pricing in the Fed Funds 

rate to top 4% in 2023, yields and the U.S. dollar index jumped, and equities fell. Meanwhile, the ECB delivered the biggest-ever hike, 

and uncertainty on the outlook remains very elevated. In China, worries over growth continue with weaker-than-expected trade data. 

We remain with our central Stagflation Shock scenario, in which elevated inflation will keep the Fed aggressive and the delayed impact 

of this and the cost-of-living shock will weigh on demand and growth. Please see our latest Macro Dashboard.  

https://www.barings.com/guest/perspectives/investment-institute/frontloading
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I N  R E V I E W  

High Inflation Should Keep the Fed Hawkish 

U.S. inflation surprised to the upside in August despite a pull-

back in energy prices, setting the FOMC up for at least a 75bp 

hike when it meets September 21. Price pressures were broad-

based, with the main contributors over the month being shelter, 

food, and medical care services. In the auto sector, new car 

prices continued to increase while the decline in used car prices 

was only a modest –0.1% M/M, dashing hopes of a larger 

decline. Core CPI, excluding the more-volatile food and energy 

components, rose at twice the pace consensus expected, up 0.6% 

M/M, with an acceleration in both core goods and core services. 

This is raising concerns of a pass-through from elevated nominal 

wage growth to inflation, given consumers are less sensitive to 

higher prices. Headline CPI has eased slightly from 8.5% Y/Y to 

8.3%, while core accelerated from 5.9% Y/Y to 6.3%.  

CONTRIBUTIONS TO U.S. CPI, M/M% 

Source: Haver, Barings calculations. As of September 15, 2022. 

This positive beat following the upward surprise in the August 

employment report led markets to notably reprice the expected 

path of Fed rate hikes, now pricing the Fed Funds rate to top out 

above 4% before turning to cuts in mid-2023. The current 

market pricing—for greater than 4% Fed Funds rate—now more 

closely aligns with our previously above-census outlook. 

However, in our central scenario (see the link on page 1), the Fed 

will likely need to keep rates elevated for longer until inflation 

convincingly comes back down closer to its target, contrary to 

the current pricing in of cuts so soon. 

 

ECB Delivers its Biggest Hike Ever  
As widely expected, the ECB delivered a 75bp increase in its 

policy rate in September and announced that it will continue to 

hike “rates further to dampen demand and guard against the 

risk of a persistent upward shift in inflation expectations.” The 

ECB expects growth to hold up next year (0.9% Y/Y after 3.1% 

Y/Y in 2022), but not in a scenario in which there is a full halt of 

Russian gas without substitutes, which unfortunately looks 

increasingly likely with each day. ECB President Christine 

Lagarde said the central bank is far from the rate that will help 

return inflation to the 2% target and thus increases bigger than 

25bps are likely at the next three meetings; the aim here is to 

control demand and guard against the risk of a persistent 

upward shift in inflation expectations. The ECB has revised its 

inflation projection up to average 8.1% Y/Y in 2022. 

 

U.K.’s Inflation Rate Eases (Just) Back to Single Digits  

U.K. inflation unexpectedly edged lower to 9.9% Y/Y in August, 

from 10.1% in July (cons. 10.2%), the first inflation downside 

surprise in 11 months. The largest contributors were easing 

prices for motor fuels and second-hand vehicles. On the other 

hand, food prices rose again and prices for housing and utilities 

went up 20%. Core CPI increased 6.3% Y/Y in August, from 

6.2% in July, in line with market forecasts. The energy cap 

promised by Prime Minister Liz Truss to protect consumers 

from another wave of energy price rises in October, if fully 

enacted, will likely have a substantial impact on inflation, 

reducing it now but limiting its downward trend later. The 

U.K.’s inflation rate was still the highest in the G-7 in August, 

which keeps pressure on the Bank of England to raise interest 

rates Thursday, September 22. 

 

China’s Trade Data Shows Weak Demand 

China’s trade data underwhelmed in August amid cooling 

demand and base effects, given high levels a year prior. Imports 

to China rose a mere 0.3% Y/Y (versus cons. for 1.1%) while 

exports rose 7.1% Y/Y (versus cons. of 13%). The weaker import 

data suggests that the rebound in internal demand in China 

remains tepid amid COVID lockdowns, property sector 

weakness, and poor sentiment weighing on credit growth. While 

exports have been supporting the economy, the 

underperformance here is another risk to the outlook, and the 

easing in external demand arrived earlier than had previously 

been expected. Given the many headwinds facing China and 

expectations for slowing global economic growth, our central 

scenario is for China’s growth outlook to disappoint targets this 

year and next. While policy has turned supportive, more will 

need to be done to cushion the blow.  
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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 2.50% 0 bps 0 bps 150 bps 225 bps 225 bps 225 bps

U.S. SOFR 2.27% -1 bps -1 bps 158 bps 222 bps 222 bps 222 bps

3 Month USD Libor 3.48% 29 bps 56 bps 148 bps 260 bps 337 bps 327 bps

3 Month Euribor 1.01% 19 bps 68 bps 126 bps 151 bps 156 bps 159 bps

3 Month U.S. T-Bill 3.13% 17 bps 61 bps 139 bps 273 bps 309 bps 308 bps

2-Year U.S. Treasury 3.77% 32 bps 52 bps 34 bps 192 bps 356 bps 305 bps

10-Year U.S. Treasury 3.41% 14 bps 56 bps -7 bps 127 bps 213 bps 190 bps

10-Year German Bund 1.73% 16 bps 75 bps 4 bps 138 bps 207 bps 191 bps

10-Year U.K. Gilt 3.16% 14 bps 106 bps 66 bps 158 bps 251 bps 219 bps

10-Year JGB 0.25% 1 bps 6 bps -1 bps 6 bps 20 bps 18 bps

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

Barclays Capital U.S. Government-Treasury 3.72% N/A -0.9% -2.9% 0.3% -12.3% -11.2%

Barclays Capital U.S. TIPS 3.85% N/A -0.9% -2.8% 0.4% -7.9% -9.0%

Barclays Capital U.S. Aggregate 4.26% 53 -0.9% -3.5% 0.7% -13.1% -12.1%

Barclays Capital Global Aggregate 3.30% 56 -0.2% -5.0% -1.6% -19.1% -16.9%

Barclays Capital U.S. ABS 4.44% 58 -0.6% -0.6% 0.5% -5.1% -4.4%

Barclays Capital U.S. MBS 4.28% 50 -1.3% -4.2% 1.0% -11.5% -10.7%

Barclays Capital U.S. Corporate Investment Grade 5.08% 140 -0.5% -4.0% 0.8% -16.6% -15.4%

BAML Euro Corporate Investment Grade 3.42% 194 -0.3% -4.1% 0.2% -13.4% -12.4%

Barclays Capital U.S. Corporate High Yield 8.50% 463 0.1% -3.8% 2.2% -10.9% -11.2%

BAML European Currency High Yield Non-Financial 7.34% 559 0.5% -3.1% 0.0% -12.6% -12.0%

CS U.S. Leveraged Loans 9.69% 577 0.2% -0.4% 1.6% -0.2% -1.2%

JPM CEMBI Broad Diversified 7.21% 372 -0.1% -1.5% -0.4% -14.8% -13.4%

JPM EMBI Global Diversified 8.53% 495 0.2% -3.9% -0.3% -21.5% -19.3%

JPM GBI-EM Global Diversified 6.93% N/A 0.2% -3.7% -0.3% -19.4% -14.9%

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

S&P 500 3,946.01 1.57% -0.8% -7.6% 6.1% -9.8% -16.3%

Euro STOXX 600 (Local) 417.51 2.32% 1.3% -5.3% 2.5% -10.7% -14.4%

U.K. FTSE 100 (Local) 7,277.30 3.72% 0.5% -3.0% 1.2% 3.5% -1.5%

Japan Nikkei 225 (Local) 27,818.62 2.02% 1.4% -2.6% 4.5% -9.3% -3.4%

China Shanghai Composite (Local) 3,237.54 2.53% -0.3% -1.2% -1.6% -11.6% -11.1%

MSCI AC World (Local) 608.93 2.30% 0.0% -6.1% 3.2% -10.9% -14.5%

MSCI Emerging Markets (Local) 962.55 3.32% 0.7% -3.2% -1.8% -16.8% -14.2%

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

S&P GS Commodity Index 653.93 3.6% -2.8% -16.3% -8.7% 22.5% 16.5%

WTI Crude ($/bbl) 88.48 7.2% -6.7% -25.6% -14.3% 25.5% 17.5%

Copper ($/lb) 3.55 3.1% -3.6% -14.8% -21.4% -17.9% -20.4%

Gold ($/oz) 1,703.90 0.1% -4.9% -6.3% -12.8% -5.0% -5.6%

VIX Index 26.16 6.2% 33.9% -11.7% -13.7% 34.4% 51.9%

U.S. Dollar Index 109.66 -0.2% 3.8% 3.9% 10.8% 18.4% 14.3%

Euro (USD/EUR) 1.00 0.5% -2.4% -4.0% -8.9% -15.4% -12.1%

British Pound (USD/GBP) 1.16 1.0% -4.4% -3.5% -11.3% -16.4% -14.5%

Japanese Yen (Yen/USD) 142.63 -1.3% 6.7% 5.9% 20.9% 30.1% 23.9%

Chinese Yuan (CNY/USD) 6.96 -0.1% 3.4% 3.4% 9.5% 8.1% 9.2%

Source: FactSet and Bloomberg. As of September 15 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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