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CIO outlook 2021: Central banks have once again 
opened the floodgates  

 

The global economic recovery from the trough of the pandemic is continuing 
worldwide. At the same time, central banks are providing markets with a 
healthy supply of liquidity. In addition, the large-scale distribution of effective 
vaccines against Covid-19 will start in the first quarter of 2021. Financial 
markets are benefiting from this favourable situation and are unlikely to get 
into serious trouble until inflation rises considerably. 
 
 
Economic outlook 
Economic growth in the US has so far been only marginally slowed down by the huge second wave of 

Covid-19. It is particularly noteworthy that unemployment is declining steadily. The housing market also 

remains in an extremely strong condition and household cash balances are still at a high level. This 

provides a solid foundation for continued high consumption of goods and a further recovery of the US 

economy. 

 

The latest economic indicators also point to a very robust development in China. Meanwhile, many of 

these signals are well above pre-crisis levels. China also has a positive influence on many emerging 

markets. Europe brings up the rear globally, but we see potential for catch-up here. In relative terms, 

many European companies in previous Covid-19 problem sectors should benefit more from the vaccines 

and thus a possible end to the pandemic. Although vaccine logistics are facing major challenges, 

especially in many emerging markets, more than five billion doses of vaccine have already been 

announced by American, British and Russian manufacturers for worldwide circulation. The distribution 

chains are already being tested in the US. 

 

The nomination of former Fed Chairwoman Janet Yellen as Secretary of the Treasury is a signal that the 

new US president is capable of putting together a top-class and efficient administration. Yellen has 

enormous knowledge of both economic matters and monetary policy, and is highly regarded worldwide. 

This will allow a much more relaxed and efficient cooperation both domestically and internationally, 

thus further strengthening the global economic upturn. 

 

However, there are still uncertainties around the effectiveness and distribution logistics of Covid-19 

vaccines. In addition, there is a high level of vaccine skepticism among the population in many countries. 

These factors could delay the fight against the pandemic, and thus dampen economic activity. 

 

 

Favourable environment for financial markets 
The favourable environment is confirmed by various leading indicators. The highly cyclical copper price 

and those of other industrial metals are rising, reflecting strong industrial demand. The oil price is also 

rebounding. The energy sector is an important factor for global growth. Stock market moves show that 

market breadth is high while a healthy sector rotation is taking place. This leads to more balanced 

valuations, as the previously cheap Covid-19 losers become more expensive, while the previous winners 

come under pressure. 
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At the same time, the central banks provide the system with a generous supply of liquidity. After a 

temporary hiatus, both the Fed and the ECB have increased their purchases of securities (quantitative 

easing) again and are likely to continue to do so for the foreseeable future. The M1 and M2 monetary 

aggregates, which are of particular importance to the stock markets, are rising at an undiminished pace.  

 

This has created a strong foundation for equity and credit markets. However, a lot of good news has 

been priced into the markets in recent weeks. As a result, the well supported rise in stocks should 

continue for the time being, but at a more moderate pace. Interest rates also have slight upside 

potential. 

 

Despite this very favourable starting position, there are potential risks. A further fall in the US dollar 

could push up inflation expectations and long-term interest rates in the US, potentially posing problems 

for the Fed in the medium term. Loose monetary policy would have to be curbed and the Fed would 

have less room for manoeuvre. 

 

However, current trends in the US dollar, inflation and long-term interest rates are still very moderate. 

In the short term, a weaker dollar could even lead to a stronger economic growth. Many emerging 

markets and also the ECB could loosen their monetary policy even more if the dollar was weak, thus 

contributing to a global "reflation" of the system. Central banks therefore tolerate these trends and 

would only intervene much later in the cycle, in our view, namely when the markets force the issue or 

money multipliers rise too sharply and inflation pressures increase. As long as inflation remains under 

control, we see few reasons for a major trend reversal in financial markets. 

 

 

Chart: A weaker US dollar could lead to higher interest rates via higher inflation  

 

 
 

Source   Trading Economics 
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Disclaimer 

This documentation (“Document”) is provided solely for information purposes and is intended for 
professional investors only. Non-professional investors who obtain this documentation are please asked 
to discard it or return it to the sender. This presentation is not a prospectus or an offer or invitation to 
buy financial products.  

This Document is provided for marketing reasons and is not to be seen as investment research. This 
Document is not prepared in accordance with legal requirements designed to promote the 
independence of investment research, and that it is not subject to any prohibition on dealing ahead of 
the dissemination of investment research. 

HISTORICAL PERFORMANCE IS NO GUARANTEE OF FUTURE PERFORMANCE. 

The performance data do not take account of commissions and costs incurred on the issue and 
redemption of units. Gross performance figures neither include costs which are charged to the 
investment fund. Such costs and commissions result in a decrease of the achieved performance. 

Investments in financial products are associated with risks. It is possible to lose the entire amount of the 
invested capital. In addition, financial products investing primarily in emerging markets and/or in high 
yield bonds carry higher risks in general. Emerging markets bonds are bonds from issuers with a 
registered office or primary activity in an emerging country (“EM”). They are exposed to higher political, 
social and economic risk that can manifest itself in restrictions on capital transactions or other 
constraints. This can make it impossible for the bond issuer to pay the coupon or repay the principal. 
Operating and supervision conditions may deviate from the standards prevailing in developed countries. 
Bonds with high yields entail a greater risk of issuer default, and are a riskier investment than higher 
quality investment grade bonds.  

Convertible bonds, contingent convertible bonds (“CoCo bonds”), subordinated bonds, perpetual bonds 
and floating rate bonds are complex financial instruments. Regarding the specific risks of an investment, 
please refer to the currently valid fund documentation.  

Insofar as the information contained in this Document comes from external sources, Fisch Asset 
Management AG cannot guarantee that the information is accurate, complete and up to date.  

Statements concerning future developments and estimates are based on assumptions that may be 
inaccurate, that could change or that are based on simplified models. Fisch does not know whether its 
statements concerning future developments will be correct. Fisch may also change its opinion 
concerning a future development. In such case, Fisch has no obligation to inform anyone about the 
change in opinion. 

The purchase of a product managed by Fisch should only be based on the currently valid documents 
(fund prospectus, fund agreement, KIIDs, etc.). The currently valid documents are available at 
www.fundinfo.com. Before reaching a decision to buy, each professional investor must determine 
based on their specific situation whether they are even permitted to buy the product, and if yes, whether 
they have the necessary risk tolerance for the corresponding product. Fisch expressly states that this 
Document is not intended for private investors and advises professional investors to first consult 
financial, legal and tax experts who are familiar with their specific situation and understand the product.  

This Document is especially not intended for US persons (private or professional) as defined by the 
FATCA legislation or under SEC regulations. US persons may not invest in any investment funds managed 
by Fisch, and Fisch is also not permitted to manage mandates from US persons. If Fisch learns that a US 
person is invested in a product it manages, it will inform the fund management company and, if 
necessary, other persons and demand that the US person sell the product.  

Fisch has outsourced the storage and archiving of company data to a specialized third party firm. The 
outsourcing is limited to the storage and archiving of data and occurs abroad. The processing of data is 

about:blank
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done within Fisch and is not outsourced. The activity of the third party firm essentially consists of setting 
up and maintaining the corresponding servers. The regulatory authorities and the auditing firm have 
been informed by Fisch about the outsourcing, and the data protection and regulatory requirements are 
fulfilled.   

Fisch accepts no liability for damages arising directly or indirectly as a result of this Document. 


