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Still No End in Sight 
W A T C H  L I S T  

 

 

Date  Period Consensus  Previous 
U.S.       

Tue 9/27 FHFA House Price Index Jul 0.0% M/M ▼ 0.1% M/M 
Tue 9/27 Conference Board Consumer Confidence Sep 104.5 ▲ 103.2 
Tue 9/27 New Home Sales Aug 500 K ▼ 511 K 
Wed 9/28 Pending Home Sales Aug -0.5% M/M ▲ -1.0% M/M 
Thu 9/29 GDP, annualized (Third Est.) 2Q22 -0.6% Q/Q  -0.6% Q/Q 
Fri 9/30 Personal Income Aug 0.3% M/M ▲ 0.2% M/M 

Fri 9/30 Personal Spending Aug 0.2% M/M ▲ 0.1% M/M 
Fri 9/30 Core PCE Deflator Aug 4.8% Y/Y ▲ 4.6% Y/Y 
Europe       

Mon 9/26 OECD Publishes Interim Economic Outlook  --  -- 
Fri 9/30 EA Unemployment Rate Aug 6.6%  6.6% 
Fri 9/30 EA Consumer Price Index (Prelim. Est.) Sep 9.7% Y/Y ▲ 9.1% Y/Y 
 Asia Pacific      

Mon 9/26 Jibun Bank Japan Services PMI (Prelim. Est.) Sep   49.5 

Mon 9/26 Jibun Bank Japan Manufacturing PMI (Prelim. Est.) Sep   51.5 

Tue 9/27 China Industrial Profits Aug    

Fri 9/30 Japan Jobless Rate Aug 2.5% ▼ 2.6% 

Fri 9/30 Japan Retail Sales Aug 0.2% M/M ▼ 0.8% M/M 

Fri 9/30 Japan Industrial Production (Prelim. Est.) Aug -0.2% M/M ▼ 0.8% M/M 

Fri 9/30 China Manufacturing PMI Sep 49.2 ▼ 49.4 
Fri 9/30 China Nonmanufacturing PMI Sep 52.3 ▼ 52.6 
Fri 9/30 Caixin China Manufacturing PMI Sep   49.5 
Arrows indicate consensus forecast compared to the previous period. Local dates of release. 

U.S. Europe Asia Pacific 

 Retail sales numbers pointed to 

slower goods spending, so we will 

watch personal spending data to 

gauge demand for services as 

shoppers’ preferences shift. We will 

also watch savings data to see how 

much households are relying on 

excess savings, given negative real 

wage growth. 

 The Core PCE Deflator is set to 

rise, drawing attention as well. 

 We continue to watch escalations in 

Russia’s war on Ukraine, including 

interruptions to gas flows. 

 EA CPI for September is expected to 

show little respite. 

 Both Japan’s and China’s PMIs 

should give a first look at how 

economic activity is faring in 

September amid a backdrop of 

slowing global growth.  

 Japan August activity data could 

provide clues on the consumer’s 

sensitivity to rising COVID cases. 

What This Week Means For Markets 

A flutter of hawkish moves led yields to rise and equities to fall. The FOMC’s updated Summary of Economic Projections showed a 

material upward revision for the path of Fed rate hikes, which made markets reprice rate expectations. Contrary to the FOMC, the BoE 

is becoming increasingly concerned about the growth outlook. China and Japan, however, have kept monetary policy accommodative, 

adding to currency weakness. Japan’s Ministry of Finance intervened to support the yen—the first time since 1998— though the impact 

may be fleeting as long as the BOJ’s ultra-loose policies remain. 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  

FOMC Signals a Faster Pace of Rate Hikes 

As widely expected, the FOMC delivered its third-consecutive 

75bp hike, bringing the target Fed Funds Rate (FFR) to the 3-

3.25% range. Among the more notable changes at the September 

meeting were updates to the Summary of Economic Projections 

(SEP), with the median response calling for a faster path and 

higher peak for the FFR and slower growth. The median dot 

from the dot plot suggests ending the year at a 4.4% FFR, with a 

majority of committee members expecting it to peak at 4.5% in 

2023. Not only is this path an upward revision from the June 

SEP, but it is more than what has been priced into markets. 

Moreover, the Committee slashed estimates for growth, with the 

median estimate calling for 0.2% real GDP growth in 2022 (1.7% 

previously) and 1.2% for 2023 (1.7% previously). The SEP also 

showed higher expectations for inflation and an upward revision 

to the unemployment rate. Fed Chair Jerome Powell noted that 

risks to the inflation outlook are clearly weighted to the upside.  

 
SEPTEMBER FOMC SUMMARY OF ECONOMIC PROJECTIONS 

Source: Federal Reserve. As of September 22, 2022. 

 
The Fed remains committed to bringing inflation down to target, 

and, in doing so, is looking for growth to cool materially. The 

market is now pricing in a peak FFR of 4.5% in May 2023, and 

then pricing in cuts. While the peak is closer in line with our 

central Stagflation Shock scenario (see the link in the gray box 

on page 1), we believe the Fed may need to hold rates at the 

elevated level for longer before returning to cuts, until inflation 

has moved convincingly lower. 

 

The Bank of England Chooses the Cautious Option  
A 75bp hike was a “should do,” to tame extraordinary inflation, 

respond to unchained pound depreciation, and coldly reply to 

expected fiscal waste from the new administration. A cautious 

50bps was going to be the signal the Bank of England (BoE) 

blinked at signs of recession and the upcoming fiscal stimulus. 

Markets got their answer: the BoE blinked. This will mean that 

the BoE will likely have to hike for longer as inflation should 

remain above target. The Bank is, however, starting outright 

bond sales from its balance sheet, targeting £80 billion in sales 

in the next year. 

 

The key question that will be answered Friday is whether the 

government throws a Hail Mary as it announces a bold demand 

stimulus plan, estimated to total 10% of GDP, to try to rescue the 

economy. This out-of-the-box gamble can shift the U.K. 

economy out of its trajectory, either to the upside if the plan is 

well designed, or down to a difficult place if it is not and fiscal 

irresponsibility brings the demise of the U.K. 

 

China Responds to Policy Support in August 

Activity data for August in China showed a broad improvement 

as policy support has ramped up, but risks remain skewed to the 

downside amid headwinds related to the ongoing property 

downturn and the strict adherence to the zero-COVID policy. 

Industrial production and retail sales came in above 

expectations, growing 4.2% and 5.4% Y/Y. Fixed asset 

investment was also robust, growing 5.8% Y/Y, led by 

infrastructure and manufacturing capex. The property sector 

remains weak, however, with property investment and sales 

continuing to contract, and new housing starts also showing no 

signs of stabilization, having contracted over the period. This 

has weighed significantly on consumer confidence, which is 

likely to dampen any upside economic momentum. With the 

better-than-expected data in August, however, the People’s Bank 

of China opted to keep its main policy rates on hold, maintaining 

a mildly accommodative stance while allowing fiscal policy to do 

the heavy lifting.   

 

The BOJ is the Last Holdout 

The Bank of Japan (BOJ) is maintaining a very accommodative 

stance, keeping its policy rate target, yield curve control (YCC) 

targets, and asset purchase programs unchanged, as expected. 

The Bank opted to extend special COVID programs related to 

funding small- and medium-sized enterprises, however. Despite 

headline inflation near 3% Y/Y in August and measures of core 

inflation steadily rising, the BOJ’s forward guidance reiterated 

its ultra-loose policy until it reaches sustainable 2% inflation. 

Looking ahead, it’s likely that YCC will be intact until the end of 

BOJ Governor Haruhiko Kuroda’s term in April 2023. With high 

prices taking their toll, however, fiscal policy has increasingly 

rolled out countermeasures to support the economy, including 

cash handouts to low-income households, extension of oil 

subsidies to wholesalers, and direct intervention in currency 

markets.   

Variable 2022 2023 2024 Longer run 

GDP 0.2% 1.2% 1.7% 1.8% 
Unemployment Rate 3.8% 4.4% 4.4% 4.0% 

PCE Inflation 5.4% 2.8% 2.3% 2.0% 

Federal Funds Rate 4.4% 3.8% 3.4% 2.5% 
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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 75 bps 200 bps 225 bps 225 bps

U.S. SOFR 2.25% -2 bps -3 bps 80 bps 196 bps 220 bps 220 bps

3 Month USD Libor 3.60% 12 bps 65 bps 145 bps 265 bps 348 bps 339 bps

3 Month Euribor 1.12% 11 bps 69 bps 128 bps 161 bps 166 bps 169 bps

3 Month U.S. T-Bill 3.23% 10 bps 61 bps 170 bps 275 bps 321 bps 318 bps

2-Year U.S. Treasury 3.98% 21 bps 74 bps 77 bps 186 bps 378 bps 326 bps

10-Year U.S. Treasury 3.51% 10 bps 53 bps 21 bps 120 bps 219 bps 200 bps

10-Year German Bund 1.89% 17 bps 66 bps 13 bps 145 bps 222 bps 207 bps

10-Year U.K. Gilt 3.33% 17 bps 90 bps 69 bps 172 bps 263 bps 236 bps

10-Year JGB 0.25% 0 bps 6 bps 2 bps 5 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 3.85% N/A -0.4% -2.6% -1.0% -12.6% -11.6%

Barclays Capital U.S. TIPS 3.99% N/A -1.3% -4.0% -1.8% -8.7% -10.2%

Barclays Capital U.S. Aggregate 4.39% 54 -0.6% -3.2% -0.9% -13.5% -12.6%

Barclays Capital Global Aggregate 3.43% 55 -1.3% -4.5% -3.6% -19.8% -18.0%

Barclays Capital U.S. ABS 4.62% 55 -0.3% -0.9% -0.2% -5.4% -4.7%

Barclays Capital U.S. MBS 4.42% 54 -0.7% -4.0% -0.9% -12.0% -11.4%

Barclays Capital U.S. Corporate Investment Grade 5.21% 141 -0.6% -3.4% -0.7% -17.0% -15.9%

BAML Euro Corporate Investment Grade 3.75% 197 -1.4% -3.9% -0.9% -14.6% -13.5%

Barclays Capital U.S. Corporate High Yield 8.80% 482 -1.0% -3.6% 1.0% -11.7% -12.1%

BAML European Currency High Yield Non-Financial 7.72% 566 -1.2% -3.3% -0.1% -13.7% -13.0%

CS U.S. Leveraged Loans 10.10% 599 -0.5% -0.8% 1.8% -0.8% -1.7%

JPM CEMBI Broad Diversified 7.39% 379 -0.8% -2.0% -0.8% -15.1% -14.1%

JPM EMBI Global Diversified 8.74% 507 -1.1% -3.3% -1.0% -21.9% -20.2%

JPM GBI-EM Global Diversified 7.02% N/A -1.3% -2.1% -2.5% -19.3% -16.0%

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

S&P 500 3,789.93 1.63% -3.9% -10.2% 1.1% -11.6% -19.6%

Euro STOXX 600 (Local) 407.05 2.32% -2.5% -6.9% -0.4% -11.3% -16.6%

U.K. FTSE 100 (Local) 7,237.64 3.72% -0.5% -4.1% 1.2% 3.7% -2.0%

Japan Nikkei 225 (Local) 27,313.13 2.06% -1.8% -5.6% 4.1% -8.5% -5.1%

China Shanghai Composite (Local) 3,117.18 2.65% -3.7% -4.3% -5.7% -13.7% -14.4%

MSCI AC World (Local) 585.85 2.37% -3.3% -8.4% 1.0% -12.2% -17.3%

MSCI Emerging Markets (Local) 932.08 3.40% -2.6% -5.1% -2.0% -17.1% -16.4%

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

S&P GS Commodity Index 629.97 -3.7% -6.0% -16.6% -16.7% 19.1% 12.3%

WTI Crude ($/bbl) 82.94 -6.7% -11.3% -24.9% -26.0% 17.6% 10.1%

Copper ($/lb) 3.51 -0.9% -4.7% -13.1% -25.3% -14.9% -21.2%

Gold ($/oz) 1,671.75 -1.9% -4.5% -9.2% -13.6% -5.8% -7.4%

VIX Index 27.99 7.0% 35.9% -3.3% 29.2% 14.9% 62.5%

U.S. Dollar Index 110.64 0.9% 2.3% 5.9% 12.3% 18.7% 15.3%

Euro (USD/EUR) 0.99 -1.2% -1.6% -6.5% -10.6% -15.7% -13.1%

British Pound (USD/GBP) 1.13 -2.1% -4.0% -7.8% -14.2% -16.9% -16.3%

Japanese Yen (Yen/USD) 144.13 1.1% 5.1% 5.9% 21.0% 32.0% 25.2%

Chinese Yuan (CNY/USD) 7.05 1.3% 3.6% 5.3% 10.9% 9.3% 10.7%

Source: FactSet and Bloomberg. As of September 22, 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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