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GLOBAL ECONOMY 

The euro zone economy is almost certainly in a double-dip recession as COVID-19 lockdowns 
continue to hammer the services industry, but hopes for a wider vaccine rollout has driven 
optimism to a three-year peak, a survey showed on Wednesday. IHS Markit’s final February 
Composite Purchasing Managers’ Index (PMI), seen as a good gauge of economic health, rose to 
48.8 from January’s 47.8, above a flash reading of 48.1 but firmly below the 50 mark separating 
growth from contraction. That increase was in large part due to near-record growth in 
manufacturing as factories in the 19-countries that use the euro have mostly remained open 
after restrictions were reimposed to curb high coronavirus cases. Governments have forced 
hospitality and entertainment venues to remain closed and encouraged citizens to stay at 
home. “The small upward revision to the euro zone’s Composite PMI for February still leaves it 
consistent with another contraction in GDP in Q1,” said Jessica Hinds at Capital Economics. 
The euro zone economy contracted in the first two quarters of 2020 and a Reuters poll of 
economists last month forecast it would do so again in Q4 and the current quarter, saying risks 
to the already weak outlook were skewed to the downside. (Source: Reuters) 

Creation of 379,000 jobs fuelled by growth in leisure and hospitality. The US economy created 
379,000 jobs in February, pointing to a sharp rebound in the country’s labour market amid a 
rapid decline in coronavirus cases nationwide. The increase in employment last month was 
more than double its pace in January, when the economy created 166,000 jobs after shedding 
306,000 positions during the pandemic’s winter surge in December. (Source: Financial Times) 

Beijing hails recovery from ‘extraordinary’ year but provides little guidance on climate goals. 
China is targeting at least 6 per cent growth this year, reflecting the government’s confidence 
in the wake of its successful containment of the coronavirus pandemic in the world’s second-
largest economy. Premier Li Keqiang unveiled the goal at the National People’s Congress, the 
annual meeting of the country’s rubber-stamp parliament in Beijing, hailing China’s recovery 
from an “extraordinary” year. “Facing the adverse and severe impact of a sudden coronavirus 
epidemic and a deep global economic recession, we the Chinese people . . . responded with 
tremendous tenacity,” he said. “The Chinese economy should very easily coast to the target 
growth rate,” said Jeremy Stevens, chief China economist at Standard Bank. “Eight per cent is 
more plausible.” Beijing, however, is wary of rising debt levels, as happened after growth 
surged in wake of the 2008-09 global financial crisis. China’s debt-to-GDP ratio rose sharply to 

Euro zone in double-dip recession but optimism abounded in February 

US hiring roared back in February as Covid cases declined 

China targets 6% GDP growth after reining in coronavirus 
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270 per cent last year, undermining its success in stabilising the figure at about 250 per cent. 
“The authorities are determined to deleverage the economy and de-risk the financial system,” 
said Diana Choyleva at Enodo Economics. “The coronavirus has undone the gradual but good 
work of the previous couple of years in pursuit of these goals.” Li added that the government 
wanted to create at least 11m urban jobs, noting that despite the challenges posed by the 
pandemic, which caused the first year-on-year decline in economic output in decades at the 
start of 2020, 11.9m urban jobs were created last year. Growth also rebounded strongly, with 
the economy expanding 2.3 per cent for 2020. The government was determined to “sustain 
healthy economic growth” as it kicked off a five-year plan focused on “self-reliance” in critical 
technologies, Li said. In the run-up to this year’s parliamentary session, some officials and 
analysts had urged the government against setting an official growth target. Guo Shuqing, one 
of the country’s most powerful economic officials, has warned about potential “bubbles” 
forming in the country’s financial and real estate markets. In a nod to such concerns, Li said 
the government’s deficit would be reduced to 3.2 per cent this year, down from 3.6 per cent in 
2020. Jia Jinjing, an economics professor at Renmin University, said that the government 
could not sustain the relatively loose fiscal and monetary policies it unleashed at the beginning 
of 2020. “Last year’s stimulus plan was needed to deal with the pandemic, it was not routine 
policy,” he said. “If we stick to easy fiscal and monetary policies, there would be a heavy fiscal 
burden for the government.” Most economists believe that Beijing will comfortably exceed its 
growth target, given last year’s low base. The Chinese government has also committed to a goal 
of doubling the size of the economy by 2035, with most analysts projecting average annual 
economic growth of 5 per cent through 2025. (Source: Financial Times) 
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CENTRAL BANKS 

The European Central Bank has the flexibility to counter any undesired rise in bond yields, the 
bank’s vice president told a Portuguese newspaper after several policymakers called on the 
bank to act. “We will have to see whether this increase in nominal yields will have a negative 
impact on financing conditions,” de Guindos told Público on Tuesday. “If we reach the 
conclusion that it will, then we are totally open to recalibrating our programme, including the 
envelope of our Pandemic Emergency Purchase Programme if necessary,” he added. “We have 
room for manoeuvre, and we have ammunition.” The ECB may nudge up its 2021 inflation 
projections at its policy meeting next week but much of this year’s rise will be temporary, so 
the bank is not very concerned about rising prices in the short term, de Guindos added. 
(Source: Reuters) 

Charles Evans attributed the increase in yields to a number of factors, including the improved 
vaccine rollout and chances for an economic recovery. Federal Reserve Bank of Chicago 
President Charles Evans joined with his colleagues, saying he was unworried about the rise in 
longer-term bond yields. Mr. Evans on Wednesday told reporters after an appearance the 
increase in yields is “because of real factors, the vaccine rollout seems to be going up, 
everybody would like it to be a lot quicker, it seems to be going reasonably well, and that means 
that the rebound in growth should be that much better.” Mr. Evans, who holds a vote on the 
rate-setting Federal Open Market Committee this year, also said that while market participants 
appear to be focused on the speed with which long-term Treasury yields rose last week, he felt 
it was important to take a longer view. He added that long-term yields are still low and 
compare with where they were a year ago before the pandemic, when the economy was very 
strong. Mr. Evans doesn’t view the rise in yields as a headwind to growth and didn’t call for the 
Fed to take action to thwart higher borrowing costs, although he said the Fed has policy 
options if it decided to do so. Mr. Evans’ sanguine assessment of the bond market jibes with 
other central bank officials. However, on Tuesday, Fed governor Lael Brainard said the long-
term Treasury yield surge “caught her eye.” She reiterated the economy remains a long way 
from the Fed’s employment and inflation goals, and there was no urgency for central bankers 
to back away from their near-zero interest rates and bond-buying efforts. In video remarks, 
Mr. Evans said he is expecting a strong rebound in the economy this year, and what is now a 
6.3% jobless rate could fall to 5% by the end of the year. He added that he doesn’t see much risk 
of an inflation surge to undesirable levels, and wouldn’t be averse to inflation moving up to 3% 
for a time, compared with the Fed’s 2% inflation target. (Source: Wall Street Journal) 

ECB has flexibility to counter undesired yield rise: de Guindos 

Fed’s Evans Not Worried By Rise In Long-Term Bond Yields 
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The recent run-up in yields on longer-dated U.S. Treasury securities reflects improving 
expectations for the economy, St. Louis Federal Reserve President James Bullard said on 
Friday, adding that he is not eyeing a specific level of yields that might concern him. The 10-
year U.S. Treasury note yield - which rose above 1.62% on Friday before falling back to about 
1.55% - is just returning to the level consistent with the six months before the coronavirus 
pandemic, Bullard said in an interview on SiriusXM Radio, characterizing it as “still quite a low 
level of yields.” Echoing Fed Chair Jerome Powell’s comments from a day earlier, Bullard said 
he would be concerned by disorderly behavior in the Treasury market. “Something panicky 
would catch my attention, but we’re not at that point.” Bullard also dismissed the need for the 
U.S. central bank to take specific action any time soon to cap the rise in yields through an 
“Operation Twist” - or a shift in the Fed’s $80 billion a month in Treasury purchases toward 
longer maturities that would put downward pressure on their yields. The Fed executed such a 
move about a decade ago as the economy was recovering from the 2008 financial crisis. “It’s not 
matching up right now that we need to be more dovish than we already are,” Bullard said. 
Asked about the prospect for additional fiscal stimulus beyond the Biden administration’s 
proposed $1.9 trillion relief bill now before Congress, Bullard said he was “skeptical” about 
such a package getting enacted, adding he sees it as only a 50% probability. Bullard reiterated 
his own recent forecast for the U.S. jobless rate to end the year at around 4.5% and that gross 
domestic product growth could be around 6.5% as the rollout of COVID-19 vaccines and 
diminishing infection rates allow for a broader resumption of economic activity. The Labor 
Department reported earlier on Friday that the nation’s unemployment rate dipped 0.1 
percentage point to 6.2% last month. Nonetheless, he said, we “still need a lot of repair” in the 
labor market. (Source: Reuters) 

Fed's Bullard not particularly worried by rise in Treasury yields 
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CZECH REPUBLIC 

Unemployment in the Czech Republic remained at 4.3 percent in February, despite ongoing 
restrictions related to the Covid-19 pandemic, according to data released by the Czech Labour 
Office on Friday. The country’s labour offices registered over 311,463 job seekers last month, an 
increase of over 2,600 on the previous month, while the number of vacancies increased to 
330,735. The lowest rate of unemployment is in Prague and in the regions of Central Bohemia, 
South Moravia and Pilsen, while the highest is traditionally in Moravia-Silesia. (Source: Radio 
Prague International) 

The online food retail store Rohlik Group has raised EUR 190 million from investors. The 
company plans to use the money to speed up expansion in existing and new markets as well as 
for investments into new technologies and service improvement, Rohlik states in its press 
release. The news follows Rohlik’s earlier success in the January bond market, where the 
company raised a further CZK 1.7 billion. The main investors are French fund Partech, which 
currently holds an 8.3 percent stake in the company, the British-American fund Index 
Ventures and another French fund called Quadrille Capital. Two banks, the EBRD and J&T 
Bank, are also on the list, as is wealth management firm R2G, which administers the money of 
several Czech businessmen such as Avast antivirus software founders Eduard Kučera and Pavel 
Baudiš. Finally, there is also Enren, a venture capital firm that has supported Rohlik from the 
start. Omri Benayoun, a general partner at Partech, commented on his fund’s investment by 
saying that Rohlik is the most exciting players in the European online grocery industry. His 
counterpart at Index Ventures, Jan Hammer, said that Rohlik has been very efficient in 
creating one of the most exciting and fastest-growing food businesses in Europe. Rohlik Group 
CEO Tomáš Čupr continues to be the majority shareholder, currently owning 56 percent of the 
company shares. He said in the press release that Rohlik expects its activity will kick-start the 
online retail market, forcing competitors to speed up their own game. Aside from this cash 
injection, Rohlik’s five-year bonds also sold quickly when they were released in mid-January, 
raising the company a further CZK 1.7 billion, news site iHNed.cz writes. As a well-established 
online retail store, Rohlik has so far done very well out of the coronavirus crisis during which 
frequent lockdowns have led to a reliance on delivery services. The company’s revenue grew 
by more than 100 percent in 2020, reaching EUR 300 million. Rohlik has been operating in the 
Czech Republic since 2014 and has since also expanded into the Hungarian and Austrian 
markets. Currently servicing around 750,000 customers, Rohlik is planning to set up shop in 
Germany under the brand name Knuspr.de in the upcoming months. (Source: Radio Prague 
International) 

Unemployment remains at 4.3 percent in February 

Online food retailer Rohlik raises EUR 190 million from investors, plans 
expansion into Germany 
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FINANCIAL MARKETS 

Last week the correction on bonds continued. The broadest global bond index Bloomberg 
Barclays Global Aggregate Bond attributed a loss of 1.0% while the global average bond yield to 
maturity increased by 0.03% to 1.11%. Index of Czech government bonds declined by 0.8% while 
the yield to maturity on 10-year Czech government bond increased by 0.13% to 1.84%. 

The broadest global equity index MSCI All Country World attributed a negligible gain of 0.1%. 
Value stocks performed much better with MSCI All Country World Value index attributing a 
gain of 1.9%. Growth stocks performed much worse with MSCI All Country World Growth 
index attributing a loss of 1.8%. Czech equities as measured by PX index attributed a gain of 
0.9%.  

Commodities recorded gains again. Global commodity index S&P GSCI attributed a gain of 
3.0%. Brent crude oil price increased by 4.9% to the level of 69 USD per barrel. Gold declined by 
1.8% to the level of 1699 USD per troy ounce. 

Financial markets comment 
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Weekly change YTD change Last value

Dollar index DXY 1.2% 2.3% 91.98

Emerging markets FX index to USD -0.3% -0.5% 1710

EUR/USD -1.3% -2.5% 1.192

EUR/CZK 0.4% 0.2% 26.31

USD/CZK 2.0% 3.0% 22.03

Global equities (MSCI All Country World) 0.1% 1.7%

Developed equities (MSCI World) 0.1% 1.4%

Emerging markets (MSCI Emerging Markets) 0.0% 3.7%

Global equities - Value (MSCI All Country World Value) 1.9% 5.3%

Global equities - Growth (MSCI All Country World Growth) -1.8% -1.9%

US (S&P 500) 0.8% 2.3% 3842

US (NASDAQ) -2.1% 0.2%

US - Big Tech (NYSE FANG+) -4.8% 2.2%

Europe (STOXX Europe 600) 0.9% 2.4%

Japan (Nikkei) -0.4% 5.2%

China (CSI 300) -1.4% 1.0%

Central Europe (CECEEUR) 0.0% 0.3%

Czech Republic (PX) 0.9% 3.9% 1068

Global bonds (Bloomberg Barclays Global Aggregate Bond) -1.0% -3.6%

Global government bonds -0.9% -4.6%

Global investment grade corporate bonds -1.4% -3.8%

Global speculative grade corporate bonds (high-yield) -0.7% -0.7%

EUR investment grade corporate bonds 0.2% -0.7%

EUR speculative grade corporate bonds (high-yield) 0.1% 1.1%

Czech government bonds -0.8% -3.1%

Average global bond yield (Bloomberg Barclays Global-Aggregate Yield to Worst) 0.03% 0.28% 1.11%

US 10 year government bond yield 0.16% 0.65% 1.57%

US 2 year government bond yield 0.01% 0.02% 0.14%

Germany 10 year government bond yield -0.04% 0.27% -0.30%

Germany 2 year government bond yield -0.03% 0.01% -0.69%

Czech Republic 10 year government bond yield 0.13% 0.55% 1.84%

Czech Republic 2 year government bond yield 0.05% 0.90% 1.05%

Credit spread - EUR investment grade (Markit iTraxx Europe / CDS) -0.01% 0.02% 0.50%

Credit spread - EUR high-yield (Markit iTraxx Europe Crossover / CDS) -0.07% 0.16% 2.57%

Commodity index S&P GSCI 3.0% 19.6%

Crude oil Brent 4.9% 33.9% 69

Gold -1.8% -10.4% 1699

Source: Bloomberg, Conseq

Global markets overview
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Other financial markets news 

The dollar rose to multi-month highs against the euro, yen and Swiss franc on Friday after 
Federal Reserve Chair Jerome Powell expressed no concern about a recent sell-off in bonds and 
stuck to his stance of keeping interest rates low for a long time. At a Wall Street Journal forum 
on Thursday, Powell said the sell-off in Treasuries was not “disorderly” or likely to push long-
term rates so high the Fed might have to intervene more forcefully, re-igniting a sell-off in 
Treasuries. He also reiterated a commitment to maintain ultra-easy monetary policy until the 
economy is “very far along the road to recovery.” “The U.S. dollar rose sharply higher post-
Powell comments (as) many in the market I sense were looking for stronger rhetoric from the 
Fed to put a break on further rallies in yields,” said Neil Jones, head of FX sales at Mizuho Bank. 
“We didn’t get it and the dollar is pushing higher across the board on expectations of further 
increases in U.S. yields.” The dollar index hit a three-month high and last stood at 91.960 in 
early London deals after gaining 0.7% on Thursday. The dollar’s gains came as the benchmark 
10-year Treasury yield jumped back above 1.5%, rising as high as 1.55% in European trade. Last 
week, it soared to a one-year peak of 1.614%. Impending U.S. fiscal stimulus is adding fuel to 
expectations of higher inflation, as the accelerating roll-out of COVID-19 vaccines boosts 
confidence in an economic recovery. (Source: Reuters) 

Oil prices jumped more than $1 a barrel on Friday, hitting their highest levels in nearly 14 
months, after OPEC and its allies agreed not to increase supply in April as they await a more 
substantial recovery in demand amid the coronavirus pandemic. Brent crude futures for May 
rose to as high as $68 a barrel on Friday, a level not seen since Jan. 8, 2020. U.S. West Texas 
Intermediate (WTI) crude futures climbed 93 cents, or 1.5%, to $64.76 per barrel after hitting a 
high of $64.94 earlier in the session. Both contracts surged more than 4% on Thursday after the 
Organization of the Petroleum Exporting Countries ansd allies, together called OPEC+, 
extended oil output curbs into April, granting small exemptions to Russia and Kazakhstan. 
“OPEC+ has kept output steady indicating that it wants to take a cautious approach in 
normalising production,” said Ravindra Rao, vice president, commodities at Kotak Securities. 
“A steady rise in production can be absorbed with global demand improving and may not have 
much negative impact on price. Concerns will rise only if U.S. output rises in response to 
higher prices.” Investors were surprised that Saudi Arabia had decided to maintain its 
voluntary cut of 1 million barrels per day through April even after oil prices rallied over the 
past two months. “An array of factors coalesced to bring the parties together, but the resultant 
price increase will almost certainly push the parties to change their minds when they meet 

Dollar gains across the board as Powell sticks to script 

Oil soars to near 14-month high as OPEC+ extends output cuts into April 



 

10 | P a g e  
Prague Finance Institute, z.s. 

The Schebek Palace  |  Politickych veznu 936/7  |  110 00 Prague 1   |  Czech Republic 
www.praguefi.com 

DELIVERING  
KNOWLEDGE  

THAT MATTERS 

again on April 1, 2021,” commodity analysts at Citigroup said in a note. The OPEC+ decision to 
continue with the output cuts would hurt consumers in oil buying nations, Indian oil minister 
Dharmendra Pradhan told Reuters on Friday. “While OPEC+ clearly do see improving 
fundamentals for the oil market, they are still conscious of the fact that there is plenty of 
uncertainty around the demand outlook, and so do appear to be taking a more cautious 
approach,” said Warren Patterson, ING’s head of commodities strategy. “There is also an 
element where OPEC+ do not believe that U.S. oil production will be able to respond to the 
higher price environment, at least not any time soon.” Analysts are reviewing their price 
forecasts to reflect the continued supply restraint by OPEC+ as well as U.S. shale producers, 
who are holding back spending in order to boost returns to investors. (Source: Reuters) 

Brent crude futures climbed above $70 a barrel on Monday, 8 March, for the first time since the 
COVID-19 pandemic began, while U.S. crude touched its highest in more than two years, 
following reports of attacks on Saudi Arabian facilities. Brent crude futures for May hit $71.38 a 
barrel in early Asian trade, the highest since Jan. 8, 2020, and were at $70.56 a barrel by 0730 
GMT, up $1.20, or 1.7%. U.S. West Texas Intermediate (WTI) crude for April rose $1.08, or 1.6%, 
to $67.17. The front-month WTI price touched $67.98 a barrel earlier, the highest since October 
2018. Yemen’s Houthi forces fired drones and missiles at the heart of Saudi Arabia’s oil 
industry on Sunday, including a Saudi Aramco facility at Ras Tanura vital to petroleum 
exports, in what Riyadh called a failed assault on global energy security. “We could see further 
upside in the market in the near-term, particularly as the market probably now needs to be 
pricing in some sort of risk premium, with these attacks picking up in frequency,” ING analysts 
said in a report, noting that this was the second attack this month following an incident in 
Jeddah on March 4.  RBC Capital’s Helima Croft said the latest incident underscored just how 
dangerous the security environment remains in the region nearly 18 months after the 
September 14, 2019 Iranian strikes that temporarily took offline half of the kingdom’s oil 
output. China’s crude shipments in the first two months of 2021 are up 4.1% on year after the 
world’s top importer expanded its refining capacity and as its fuel demand continued to grow. 
Despite fast-rising crude prices, Saudi Arabia’s oil minister has voiced doubts on demand 
recovery. “The decision to keep quotas unchanged signals the group’s intent to drawdown 
inventories further, without concern of overtightening the market,” ANZ analysts said in a 
note. “It also suggests they see little threat from rising output elsewhere.” However, the energy 
minister in the world’s third-largest crude importer, India, said higher prices could threaten 
the consumption led-recovery in some countries. Higher prices have also encouraged U.S. 
energy firms to add oil and natural gas rigs for a second week in a row, energy services firm 
Baker Hughes Co said on Friday. (Source: Reuters) 

Brent hops past $70 for first time since pandemic began after Saudi attack 
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CHART OF THE WEEK – MY OUTLOOK ON EQUITIES IS SLIGHTLY 
NEGATIVE 

I have now a slightly negative outlook on equities. There are primarily three reasons for this 
view. First, the very solid performance of global stock indices since the beginning of this year 
and over the last 12 months. Second, very high global equity valuations (see chart below). And 
third, the risk of rising inflation due to the unprecedented quantitative easing of key central 
banks and still very loose fiscal policies. At the same time, according to historical statistics, it 
has always been the case that with higher inflation, equities did not perform very well. I 
therefore believe that the expectations of a very positive future development have already been 
priced into the current stock prices and the scope for further significant equities growth is 
already significantly limited. 

 

On the other hand, I must emphasize that the overall overvaluation of global stock markets is 
mainly due to the extreme overvaluation of US stocks. At the same time, I believe that some 
regions of emerging markets continue to be valued very attractively. These include, in 
particular, the Central European region, which has lagged far behind global stock indices in 
recent years. Central Europe is currently probably the cheapest region in the world with the 
trailing P/E of approximately 16x. I firmly believe that investors will find their way to this 
region again in the coming months. 
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Another region that I like is emerging Asia, led by China. This region has performed very well 
in recent quarters. At the same time, I firmly believe that the outperformance of this region 
should continue for the rest of this year. Emerging Asia is currently the economic engine of the 
whole world. According to the latest forecast of the International Monetary Fund, India's GDP 
should grow by 11% this year and China's GDP by 8%. This, of course, should have a significant 
positive effect on the dynamics of corporate earnings of local exchange-traded companies and 
thus on stock performance. 

Moreover, I have been very pleased with emerging markets as a whole recently, as since the 
beginning of this year, emerging markets according to the MSCI Emerging Markets index have 
gained 3.7%, while developed markets according to the MSCI World index "only" 1.4%. I believe 
that emerging markets as a whole should outperform in the coming months, primarily for 
valuation reasons. According to the EV/EBITDA indicator, developed markets are currently 
valued at the level of 17x, while emerging markets are only valued at the level of 14x. In 
emerging markets, there is thus a 17% valuation discount, which in our opinion should be 
completely neutralized in the coming months. 

One of the key risks to my slightly negative scenario for global equity markets is the fact that 
key central banks are still buying assets on an unprecedented scale (quantitative easing). From 
a global perspective, central banks printed $ 9.2 trillion last year, three times the previous 
record from the crisis of 2008. So I can't rule out that global stock markets will continue to 
grow from current historical highs, as the correlation between global equity indices and the 
global money supply has indeed been very strong since the global financial crisis. 
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QUOTE OF THE WEEK 

“An investment in knowledge pays 
the best interest.” 
- BENJAMIN FRANKLIN - 
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