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Throwback – interplay of infection and economic activity
Our stylised perspective accelerated
The “U” shape recovery

Value of US GDP in Q4 2019

Value of US GDP in Q4 2022

Peak of Infection
PCR testing
capacity for
symptomatic
improved

◼

Second wave of
therapeutics approved
Vaccine approved mid-late
2021

Trough in
economic
activity
COVID 19
Infections

Vaccine available for HC
workers fall 2020

PPE and vent supplies adequate; Serology testing
accuracy allows for rollout of antibody testing
HCQ, Remdesivir, IL-6s
approved for use in disease
treatment

10 Quarters

We anticipate one or more rebounds in COVID-19 until the vaccine is widely distributed, but each subsequent
peak should be more muted.

Source: Columbia Threadneedle Investments, as at March 2021.
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Uneven recovery
Regional disparity evident
◼

◼

The strength of recovery projected to vary
significantly across regions depending on:
◼

initial response to the pandemic,

◼

access to medical interventions,

◼

effectiveness of policy support,

◼

exposure to cross-country spillovers and

◼

structural characteristics entering the crisis

5y5y swap rates

Bond yields backing up and expectations of
inflation rising
OECD GDP forecasts

◼

China’s rebound to date has led the world, driven
by their pandemic response and quicker return to
‘normalisation’

Source: IMF estimates and Refinitiv Datastream, as at April 2021.
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Fiscal stimulus – all systems go
US leads global fiscal response
◼

Significant fiscal stimulus to the US economy:
◼

US$1.9 trillion ‘American Rescue Plan’

◼

Infrastructure-oriented programme estimated to be
over US$2 trillion

◼

Potential to boost US GDP growth by 3-4 percentage
points and global growth by 1 point

◼

UK extended fiscal support for businesses and
households in his 2021 budget.

◼

Smaller GDP downturn than H1 2020 and strong
economic rebound as restrictions are eased,
supported by the vaccine rollout, extended UK
fiscal support and the boost to global growth from
the large US fiscal stimulus.

US Euro area imbalance
% points of GDP, OECD calculations

Source: Hutchins Center calculations from Bureau of Economic Analysis and Congressional Budget Office and Deloitte, as at March 2021.
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Inflation – what next?

Inflation expectations: Transient or here to
stay?

◼

US inflation target 2%
◼

Deflation or high inflation?

◼

Fiscal stimulus impact

◼

Low growth, low inflation environment:
◼

CPI +0.6% March 2021 leading to 2.6% year on
year inflation rate

◼

Energy prices rose over 9%, hotel rates were up
nearly 4% while car insurance rose over 3%.

◼

As the economy reopens, pent up demand for
services and supply shortages are expected to
add to base effects to force inflation higher - in the
short term.

◼

Long term (10 year) inflation expectations have
risen but not by as much (around 1.75%) and
have barely moved in the last few weeks

◼

Long-term secular forces of disinflation remain in
place: the effects of globalisation, technology,
demographics and deunionisation have not been
unwound and inflation is likely to remain low in the
longer term.

2-year breakeven rate of inflation
4

2 year breakeven rate of inflation

◼
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Source: Columbia Threadneedle Investments and Bloomberg, as at 14 April 2021.
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2021 so far: UK and Europe

◼

◼

Vaccine rollout provides economic boost…
◼

The UK has now administered 39 doses per 100
people, compared to 33 doses in the US and a
considerable lag of 11 doses in the EU, according to
the Bloomberg Vaccine Tracker with UK set to be
one of first major countries to immunise the
recommended level of 75%.

◼

Potential wider and earlier end to COVID-related
social and economic restrictions in the UK, allowing
the country to make up some of the economic
ground lost to peers.

◼

Recent market gains are driven by optimism over
economic performance as economy begins to reopen.

◼

The IMF revised its UK growth forecasts for 2021
higher by 0.8%, while the latest construction sector
data points to a rapid expansion.

UK daily vaccination rate

UK April 2021: 40m doses, 30% population

… but structural and idiosyncratic factors faced
by the UK keep us cautious:
◼

Remote working: continued impact on local economy

◼

Distribution of wealth: savings versus unemployment

Source: Columbia Threadneedle Investments and Bloomberg, as at March 2021.
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Structural Trends: what are they and why are they
important?
◼

Consumer behaviour: spend versus save
◼

Labour market and unemployment rates, savings and the cost of debt against interest rates

◼

Change in consumer behaviour

◼

Ageing Population: focus on healthcare and savings and the move to online shopping

◼

Millennials: environmental and health conscious

◼

Technological advancements: agile working, e-commerce, cash to card

Precautionary saving

But potential to unwind quickly

Key Disruptors:
◼

Digitalisation and e-commerce

◼

Millennial behaviours

◼

Health and environmental
conscience

◼

Explosion of small brands

◼

Enhanced supply chains

Source: EC, ECB, and Columbia Threadneedle Investments, as at January 2021.
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Cash to Card acceleration

◼

2020 events and trends changed global context for digitalisation of finance

◼

For payments, this change happened 4-5x faster than before

Source: McKinsey, as at October 2020.
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Green stimulus

The opportunity
◼

To achieve net zero requires a “green” transition across
energy, mobility, housing, agriculture and heavy industries

◼

The OECD estimates that >US$6 trillion investments per
annum are needed by 2030 to transition to a sustainable,
low carbon world

◼

The energy sector is one of the low hanging fruits to
achieve decarbonisation targets contributing ~40% of
global emissions

◼

Green investment priorities include renewables, green
hydrogen, electric vehicles and buildings renovation

◼

In the race to net zero, countries have announced
huge green stimulus packages

US$921 billion in green stimulus approved to date

Countries commitments towards net zero
materially increased in 2020 covering 60%
of global GHG emissions
*France and Germany additional to EU due to significant contribution.
Source: BNEF, February 2021 Note: figures only include green stimulus that has been officially approved.
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Investing against this backdrop
How are we allocating assets?
◼

Real yields backed up over the last five months with an apparent rotation into value

◼

Long term, we believe economic growth will subside and continue to favour quality and sustainable growth
companies

◼

Fixed income investors may underweight bonds and maintain short duration in a rising rate environment

◼

Markets have been digesting a period of exceptionally resilient business and consumer sentiment data.

◼

US employment report sizeable job gains and a decline in the unemployment rate contributing to fears of rising
inflation and pushing yields higher
Chart of the week: VIX equity market volatility,
2016-2021
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Source: Columbia Threadneedle Investments and Bloomberg, as at 9 April 2021.
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Recap

◼

Economic recovery around the world has occurred at differing rates but markets have followed similar trends

◼

Fiscal stimulus: US, UK and Europe have all benefitted from huge stimulus packages

◼

Inflation: is the current surge a transient phase or long-term?

◼

Looking forward: economic boost impacted by structural trends

◼

Investing: short-term versus medium/long-term
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Important information

For use by professional clients and/or equivalent investor types in your jurisdiction (not to be used with or passed on to retail clients)
This is an advertising document.
Past performance is not a guide to future performance. The value of investments and any income is not guaranteed and can go down as well as up and may be affected by
exchange rate fluctuations. This means that an investor may not get back the amount invested. Your capital is at risk.
Where references are made to portfolio guidelines and features, these are at the discretion of the portfolio manager and may be subject to change over time and prevailing market
conditions. Actual investment parameters will be agreed and set out in the prospectus or formal investment management agreement. Please note that the performance targets may
not be attained.
The analysis included in this document has been produced by Columbia Threadneedle Investments for its own investment management activities, may have been acted upon prior
to publication and is made available here incidentally. Any opinions expressed are made as at the date of publication but are subject to change without notice and should not be
seen as investment advice. Information obtained from external sources is believed to be reliable but its accuracy or completeness cannot be guaranteed.
Any opinions expressed are made as at the date of publication but are subject to change without notice.This presentation includes forward looking statements, including projections
of future economic and financial conditions. None of Columbia Threadneedle Investments, its directors, officers or employees make any representation, warranty, guaranty, or
other assurance that any of these forward looking statements will prove to be accurate.
The mention of any specific shares or bonds should not be taken as a recommendation to deal.
This presentation and its contents are confidential and proprietary. The information provided in this presentation is for the sole use of those attending the presentation. It may not
be reproduced in any form or passed on to any third party without the express written permission of Columbia Threadneedle Investments. This presentation is the property of
Columbia Threadneedle Investments and must be returned upon request. This presentation is not investment, legal, tax, or accounting advice. Investors should consult with their
own professional advisors for advice on any investment, legal, tax, or accounting issues relating an investment with Columbia Threadneedle Investments.
In the UK issued by Threadneedle Asset Management Limited, registered in England and Wales, No. 573204. Registered Office: Cannon Place, 78 Cannon Street, London EC4N
6AG. Authorised and regulated in the UK by the Financial Conduct Authority.
In the EEA: Issued by Threadneedle Management Luxembourg S.A. Registered with the Registre de Commerce et des Sociétés (Luxembourg), Registered No. B 110242 44, rue
de la Vallée, L-2661 Luxembourg, Grand Duchy of Luxembourg.
In the Middle East: this document is distributed by Columbia Threadneedle Investments (ME) Limited, which is regulated by the Dubai Financial Services Authority (DFSA). For
Distributors: This document is intended to provide distributors’ with information about Group products and services and is not for further distribution. For Institutional Clients: The
information in this document is not intended as financial advice and is only intended for persons with appropriate investment knowledge and who meet the regulatory criteria to be
classified as a Professional Client or Market Counterparty and no other Person should act upon it.
In Switzerland: Threadneedle Asset Management Limited. Registered in England and Wales, Registered No. 573204, Cannon Place, 78 Cannon Street, London EC4N 6AG,
United Kingdom. Authorised and regulated in the UK by the Financial Conduct Authority. Issued by Threadneedle Portfolio Services AG, Registered address: Claridenstrasse 41,
8002 Zurich, Switzerland.
Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies.
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