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GLOBAL ECONOMY 

The coronavirus pandemic has significantly strengthened market power among dominant 
firms, which could put a drag on medium-term growth and stifle innovation and investment, 
the International Monetary Fund said on Monday in a new research paper. The research shows 
that key indicators of market power are on the rise, including price markups over marginal 
costs, and the concentration of revenues among the four biggest players in a sector, the IMF 
said. “Due to the pandemic, we estimate that this concentration could now increase in 
advanced economies by at least as much as it did in the 15 years to end of 2015,” IMF Managing 
Director Kristalina Georgieva said in a blog post accompanying the paper. “Even in those 
industries that benefited from the crisis, such as the digital sector, dominant players are 
among the biggest winners.” (Source: Reuters) 

 

 

 

IMF research shows top firms becoming more dominant during pandemic  
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CENTRAL BANKS 

Central bank expects US economy to expand 6.5% this year because of stimulus and vaccine 
rollout. Federal Reserve officials signalled that they expect to keep interest rates close to zero 
until at least 2024, even as they sharply upgraded their US growth forecasts because of a 
massive fiscal stimulus and an accelerating vaccine rollout. The Fed maintained its dovish 
stance at the end of a two-day meeting of its top policymakers, noting the improving outlook 
while cautioning that a full recovery remained distant, the path ahead was uncertain, and the 
economy still required ultra-easy monetary policy. “While we welcome these positive 
developments, no one should be complacent,” Jay Powell, the Fed chair, said during a post-
meeting press conference. “At the Fed, we will continue to provide the economy the support 
that it needs for as long as it takes.” The upgrades to the forecasts from Fed officials were 
significant: whereas in December they predicted 4.2 per cent growth this year, that estimate 
was bumped up to 6.5 per cent, which would be the fastest economic expansion since 1984. 
Meanwhile, the unemployment rate is now forecast to fall to 4.5 per cent by the end of the year 
instead of 5 per cent. Core personal consumption expenditure inflation, the Fed’s preferred 
measure, is expected to rise to 2.2 per cent and above the central bank’s 2 per cent target, 
compared with the smaller rise to 1.8 per cent predicted in December. But Fed officials expect 
the bump in consumer prices to be transient, with PCE inflation falling back to 2 per cent in 
2022 and 2.1 per cent in 2023, even as unemployment drops further. During the press 
conference, Powell said that better forecasts alone would not be enough for the US central 
bank to begin withdrawing support for the economy, but it would have to see the improvement 
reflected in economic data. The Fed has pledged to maintain rock-bottom interest rates until 
the US reaches full employment, with inflation hitting 2 per cent and being on track to exceed 
that target. The central bank also reiterated that it would continue to buy bonds at a rate of 
$120bn per month until “substantial further progress” was made towards its goals. A tapering 
of its bond buying is expected to precede any increase in rates. “When we see actual data 
coming in that suggests that we’re on track to perhaps achieve substantial further progress, 
then we’ll say so,” Powell said. “And we’ll say so well in advance of any decision to actually 
taper.” Nonetheless, the sharp upgrade to the Fed’s summary of economic projections will 
challenge the central bank’s dovish policy, particularly if there are further improvements. It 
will also intensify investor debate over when it will start removing its support for the 
economy. (Source: Financial Times) 

Fed signals no rate rise until at least 2024 despite growth upgrade  
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CZECH REPUBLIC 

Eight percent of Czechs, almost exclusively men, have invested in some cryptocurrency, 
according to the results of a survey carried out by the agency STEM/MARK, published this 
week. The best-known cryptocurrency in the Czech Republic is Bitcoin, followed by Ethereum 
and Litecoin. The survey was carried out in March among 487 respondents between the ages of 
15 and 60. The share of respondents who invested in cryptocurrencies or are thinking about it, 
has nearly doubled since 2018, when the agency carried out a similar survey. At the same time, 
the number of people who have never heard of cryptocurrencies has dropped to 24 percent over 
the past three years. “Around 25 percent of Czech men have considered investing in crypto-
currencies,” Jan Burianec of STEM/MARK agency, who carried out the research, told the 
Czech News Agency. In the age group below 30, it is nearly 30 percent. The survey also suggests 
that some 13 percent of Czechs considered investing in cryptocurrencies, but later changed 
their mind. Among the reasons they mentioned were risk, distrust and instability. The 
youngest generation has the greatest trust in cryptocurrencies. Three quarters of respondent 
below the age of 30 agreed that cryptocurrencies will be frequently used in the future. To the 
contrary, only one fifth of young respondents said they didn’t trust them. For most Czechs, 
Bitcoin is synonymous for cryptocurrency. According to Mr. Burianec, the number of people 
who know about Bitcoin has increased by 20 percentage points in the last three years. The 
volume of trade in Bitcoin and other cryptocurrencies in the Czech Republic has increased by 
50 percent on the previous year to half a billion crowns. The trend is fuelled by the increasing 
value of Bitcoin and a growing demand. (Source: Radio Prague International) 

Nearly a tent h of Czechs have invested in cryptocurrencies  
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FINANCIAL MARKETS 

Last week's main event was Wednesday's meeting of the US Federal Reserve. We did not learn 
anything fundamental from the US central bankers. Fed Governor Jerome Powell reiterated 
that the US Federal Reserve will not raise key interest rates until at least 2024, saying that it is 
crucial for the US Federal Reserve to achieve both of its monetary policy goals of full 
employment and inflation at a sustainable level of 2%. At the same time, Fed significantly 
raised its forecast for US economic growth for this year to 6.5%. If this forecast is fulfilled, it 
will mean the fastest growth of the US economy in the last 40 years. However, it should also be 
added that this growth will be almost exclusively financed by the new debt of the US federal 
government, i.e. a significantly increased issuance of government bonds. At the same time, it is 
also true that a large volume of new government bonds will continue to be bought by the Fed as 
part of the quantitative easing program or the money printing. It is therefore a question of the 
extent to which the growth of the US economy will be sustainable in the medium term. 

As regards stock markets, the broadest global stock index MSCI All Country World recorded a 
loss of -0.5% last week. From a sectoral perspective, value stocks were much more successful, 
with the MSCI All Country World Value Index writing off "only" 0.1%. According to the MSCI 
All Country World Growth index, growth stocks declined by 0.8%. Central Europe did not 
perform well at all, as the Central European stock index CECEEUR declined by 2.5%. 

Bond markets weakened slightly again as the broadest global bond index, Bloomberg Barclays 
Global Aggregate Bond, declined by 0.2%. At the same time, since the beginning of the year, 
this bond index has been losing 4.0%. The average global bond yield to maturity increased by 
0.02 percentage point to 1.16%. The yield to maturity of the most-watched bond, 10-year US 
Treasury Bond, rose another 0.1 percentage point to 1.72%. 

Commodities did not perform well at all this time. S&P GSCI global commodity index fell by 
3.5%. The price of the North Sea Brent fell by 6.8% to $ 65. By contrast, gold rose 1.3% to $ 1,742 
an ounce. 

Financial markets comment –  Stocks as well as bonds declined slightly   
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Weekly change YTD change Last value

Dollar index DXY 0.3% 2.2% 91.92

Emerging markets FX index to USD 0.1% -0.5% 1711

EUR/USD -0.4% -2.6% 1.190

EUR/CZK -0.1% -0.4% 26.13

USD/CZK 0.3% 2.7% 21.98

Global equities (MSCI All Country World) -0.5% 3.9%

Developed equities (MSCI World) -0.4% 3.9%

Emerging markets (MSCI Emerging Markets) -0.8% 3.5%

Global equities - Value (MSCI All Country World Value) -0.1% 8.2%

Global equities - Growth (MSCI All Country World Growth) -0.8% -0.4%

US (S&P 500) -0.8% 4.2% 3913

US (NASDAQ) -0.8% 2.5%

US - Big Tech (NYSE FANG+) -0.5% 3.8%

Europe (STOXX Europe 600) 0.1% 6.1%

Japan (Nikkei) 0.2% 8.6%

China (CSI 300) -2.7% -3.9%

Central Europe (CECEEUR) -2.5% 0.5%

Czech Republic (PX) 0.3% 5.2% 1080

Global bonds (Bloomberg Barclays Global Aggregate Bond) -0.2% -4.0%

Global government bonds -0.3% -5.1%

Global investment grade corporate bonds -0.2% -4.3%

Global speculative grade corporate bonds (high-yield) -0.2% -0.8%

EUR investment grade corporate bonds 0.0% -0.8%

EUR speculative grade corporate bonds (high-yield) -0.1% 1.3%

Czech government bonds -0.4% -4.1%

Average global bond yield (Bloomberg Barclays Global-Aggregate Yield to Worst) 0.02% 0.33% 1.16%

US 10 year government bond yield 0.10% 0.81% 1.72%

US 2 year government bond yield 0.00% 0.03% 0.15%

Germany 10 year government bond yield 0.01% 0.28% -0.29%

Germany 2 year government bond yield -0.01% 0.01% -0.70%

Czech Republic 10 year government bond yield 0.08% 0.73% 2.03%

Czech Republic 2 year government bond yield 0.02% 0.93% 1.07%

Credit spread - EUR investment grade (Markit iTraxx Europe / CDS) 0.00% -0.01% 0.47%

Credit spread - EUR high-yield (Markit iTraxx Europe Crossover / CDS) 0.02% 0.03% 2.44%

Commodity index S&P GSCI -3.5% 15.4%

Crude oil Brent -6.8% 24.6% 65

Gold 1.3% -8.1% 1742

Source: Bloomberg, Conseq

Global markets overview
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OTHER FINANCIAL MARKETS NEWS 

Private equity firms are paying more for leveraged buyouts to keep pace with soaring 
valuations of acquisition targets, making some investors leery of whether the industry can 
keep delivering on promises of lucrative returns. The booming stock market and cheap debt 
financing have helped push leveraged buyout prices to a record high, driven by sectors that 
have grown as people work and stay at home during the COVID-19 pandemic, such as 
technology and business services. Private equity firms paid an average 13.2 times a company’s 
annual earnings before interest, tax, depreciation, and amortization (EBITDA) for U.S. 
leveraged buyouts in 2020, an all-time high, up from 12.9 times in 2019, according to financial 
data provider Refinitiv. 

 

Some investors are growing concerned about whether buyout firms can deliver the 15% to 20% 
annual returns they target when they raise new funds. “We can tilt towards better valuations 
and opportunities,” said David Holmgren, who oversees $3.5 billion in endowment and 
pension assets at Connecticut-based hospital system Hartford HealthCare. He said he has been 
shifting his portfolio away from private equity funds that invest in pricey buyouts to those that 
specialize in middle-market deals and emerging markets. Many banks have grown reluctant to 
help finance leveraged buyouts at inflated valuations, exacerbating investor concerns about 

Private equity investors fret over record U.S. buyout prices  
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overpaying, investment bankers and private equity executives said. Private equity firms must 
write bigger equity checks, making it harder to juice returns through use of debt. The share of 
U.S. leveraged buyouts where private equity firms put down more than 50% of the deal price as 
equity jumped to 41% in 2020 from 25% in 2019, according to Refinitiv. “Bigger equity checks are 
needed for deals where prices are high. For a business with any growth, some buyers are 
willing to pay astronomical prices,” said Rob Fullerton, global head of leveraged finance at 
investment bank Jefferies Financial Group Inc. For example, buyout firms TPG Capital and TA 
Associates paid the equivalent of 16.5 times the annual earnings of Planview Inc when they 
acquired the U.S. work management software company in December for $1.6 billion from 
Thoma Bravo, another private equity firm. Thoma Bravo had paid 6.7 times the annual 
earnings of Planview when it first acquired it from Insight Venture Partners for $800 million in 
2017, according to financial data providers Refinitiv and Pitchbook. TPG declined to comment, 
while TA Associates did not respond to a request for comment. While some private equity 
firms are willing to place risky bets on fast-growing technology companies that have yet to 
turn a profit, banks are more reluctant, said Gero Wittemann, partner and co-head of U.S. at 
Hg, a London-based private equity firm with $30 billion in assets under management. “These 
companies inherently are more difficult to leverage,” Wittemann said. Buyout firms typically 
hold onto acquired companies for three to seven years, so it will be awhile before their 
investment returns reflect the current record deal prices. There is evidence some investors are 
apprehensive. U.S. private equity fundraising dropped to $203.2 billion in 2020 from its record 
high of $320.5 billion in 2019, according to Pitchbook. Investors still have faith that private 
equity firms can deliver strong returns by making companies better, rather than snapping 
them up on the cheap, said Brian Gildea, head of investments at Hamilton Lane, a major 
investor in private equity funds. “Valuation matters, but it’s one of many things that matter in 
generating returns. Our data shows returns in our asset class don’t come from buying assets 
cheap,” Gildea said. Private equity firms are becoming more selective. The total volume of U.S. 
leveraged buyouts dropped to $84.7 billion in 2020 from $124.3 billion in 2019, according to 
Refinitiv. Some buyout firms that do agree to sky-high prices insist that they manage to clinch 
concessions that protect their downside. These include earnouts that allow them to pay the 
purchase price in installments contingent on the company’s future financial performance, as 
well as priority in recouping their investment among shareholders. “General partners have 
negotiated to ensure that valuations are in line with return expectations and to regulate 
downside risk,” said Erik Wong, co-investment partner at Pantheon Ventures, which invests in 
private equity funds. (Source: Reuters) 
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Wall Street thought 2020 was a frenetic year for special purpose acquisition companies 
(SPACs). Yet with more than nine months to go until the end of 2021, initial public offerings 
(IPOs) of U.S. SPACs this week surpassed the $83.5 billion the sector raised in all of 2020, data 
from industry tracker SPAC Research showed. This is also more than the $29.5 billion that IPOs 
of companies that operate businesses - as opposed to being empty shells like SPACs - have raised 
since the start of the year, according to IPOScoop data. The breakneck growth of what was once 
an obscure backwater of capital markets reflects the popularity of SPACs as an alternative 
vehicle to traditional IPOs. By merging with a SPAC, companies can debut in the stock market 
with forecasts and predictions that are not as regulated as they would be in IPO investor 
roadshows. In exchange, however, they often give away a larger stake of themselves than they 
would have in an IPO. “If you had told me at the beginning of the year that we would already 
exceed 2020 totals before the end of the first quarter, I would not have believed it. It’s been 
quite phenomenal and there are no real signs of the momentum stopping meaningfully 
anytime soon,” said Carlos Alvarez, head of permanent capital solutions at UBS Group AG. The 
$200 million IPO of Build Acquisition Corp on Tuesday pushed the total raised by U.S. SPACs in 
IPOs above last year’s haul, which was already more than six times the previous all-time 
record, according to SPAC Research. The value of mergers between SPACs and private 
companies has also already outpaced last year’s total deal volume, even though the sector has 
not been a one-way bet for investors. 

 

Currently, 408 SPACs with $131.1 billion in cash are looking for companies to merge with. Based 
on the rough rule of thumb that a SPAC typically merges with a company 3-5 times its size, this 
equates to potentially over $600 billion in purchasing power. SPACs have gained immense 
popularity among amateur retail traders as well as Wall Street funds that are hoping to ride the 
coattails of the prominent investors launching them. Billionaire Bill Ackman, tennis player 

U.S. SPACs overtake 2020 haul in less than three months  
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Serena Williams and former U.S. House speaker Paul Ryan are among those who raised SPACs. 
SPACs have burnished their appeal by focusing on deals in futuristic industries such as electric 
vehicles, self-driving cars and space exploration. While they are typically afforded two years by 
investors to find a deal, most of them now clinch a merger within months. “The amount of 
liquidity in the system right now is unprecedented. Not only is there a great pricing umbrella 
for these deals to come to market, the cost of holding a SPAC is significantly lower for investors 
as business combinations are coming remarkably fast,” said Warren Fixmer, managing 
director at Bank of America and co-head of its SPAC practice. The rise of SPACs has been 
fraught with risks. While many have scored meteoric gains on finding a deal, others have 
quickly seen their stock rallies reversed. Churchill Capital IV Corp’s shares had run up more 
than 500% last month in anticipation of a merger with electric vehicle startup Lucid Motors, 
yet they slumped on the deal’s announcement as investors became more skeptical about the 
prospects of it making a car in the short term. The Defiance Next Gen SPAC Derived ETF, an 
exchange-traded fund (ETF) that tracks SPACs, fell as much as 30% off its record high this 
month following its launch in September. It is currently trading around 15% off its high. 
“Where SPACs go from here is going to be 100% dependent on what happens with the broader 
equity market,” said Michael Ohlrogge, an assistant professor of law at New York University 
who has studied SPAC performance. “When there is a correction, though, there’s going to be a 
lot of pain in the SPAC market.” (Source: Reuters) 

The recent pace of the rise in yields in the U.S. Treasury market has been unsettling, according 
to several major bond fund managers who worry the market could be viewed as disorderly if 
the pace of rises continues. Managers also cited some issues with liquidity as yields have moved 
upwards, with the 10-year Treasury yield up 80 basis points since January. It reached a 14-
month high of 1.754% this week, fueled by the Federal Reserve’s pledge to keep monetary policy 
loose, boosting economic growth and inflation. Some analysts have compared the rise in yields 
to the 2013 “taper tantrum”, when 10-year yields jumped 136 basis points to 3.06%, according to 
Rabobank. “This isn’t a market for bond math and market geeks,” said Gregory Peters, head of 
multi-sector and strategy for PGIM Fixed Income. “It’s not so much the rise in interest rates as 
it is the volatility and swiftness that’s unsettling. There is real momentum around it.”  Peters, 
who initially estimated the 10-year yield would drift in range of 1.25%-1.5% this year, said there 
was a “momentum to take rates higher here from a markets standpoint in a way that I 
underappreciated.” Yields have soared past market expectations. A Reuters poll in December 
of over 60 strategists showed they expected the U.S. benchmark yield to edge up to 1.2% in the 
following 12 months. “(The 10-year yield) could go as high as 2% and that’s really not more than 
a few trading days away at this point,” said Gregory Whiteley, a portfolio manager at 

Bond managers say pace of rise in U.S. bond yields 'unsettling'  
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DoubleLine. Fed Chair Jerome Powell has thus far brushed off concerns that the recent surge in 
U.S. Treasury yields might spell trouble for the central bank’s extended easy monetary policy. 
But a rapid move higher, which can raise borrowing costs for companies and consumers, could 
eventually compel them to reconsider, said Whiteley. “A rate rise that continues at the pace 
we’ve seen in the last six weeks will at some point come to be seen as a disorderly market that 
needs a response from the Fed,” said Whiteley. Bond managers attributed some of the force 
behind the move to speculators who are significantly short longer-dated Treasury futures, 
according to recent data from the U.S. Commodity Futures Trading Commission. “The 
momentum right now is in the hands of the shorts,” said Andrew Brenner, head of 
international fixed income at National Alliance, describing them as “bond vigilantes” - 
investors who sell debt holdings to pressure central banks to change monetary policy they view 
as inflationary. Bond managers also cited poor liquidity and price dislocations as recurring 
issues in the market. Though the Treasury market is historically the deepest and most liquid in 
the world, demand for Treasuries has been rocky as the supply of new debt has risen to pay for 
COVID-19 stimulus measures. The bid-ask spread on the 10-year Treasury note, a measure of 
liquidity which shows the difference between offered and accepted bids, on Thursday reached 
its widest since Feb. 26, the day after a weak debt auction which sent the 10-year yield 20 basis 
points higher. The Treasury market faced a liquidity crunch in March 2020 as the coronavirus 
was taking hold in the United States, until the Fed intervened to backstop the market. “All the 
structural factors that contributed to poor liquidity that resulted in pricing dislocations in 
March, those are still in play. And that is contributing to the market overshoot,” said Tiffany 
Wilding, North American economist at bond giant PIMCO. (Source: Reuters) 

Poland’s central bank wants to buy at least 100 tonnes of gold -- worth some $5.5 billion at 
current prices -- over the coming years, as it continues to expand its bullion reserves, governor 
Adam Glapinski said in an interview published on Monday. “At the moment, we have 229 
tonnes of gold, of which more or less half was bought during my term in office,” Glapinski told 
conservative magazine Sieci. “Over the course of a few years we want to buy at least another 
100 tonnes of gold and keep it in Poland as well,” he said. Over the last decade central banks, 
particularly in Eastern Europe, the Middle East and Asia, have stepped up purchases of gold, 
often seeing it as a way to reduce reliance on assets such as the U.S. dollar. (Source: Reuters) 

Poland's central bank wants to buy 100 tonnes of gold, governor says  
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CHART OF THE W EEK –  CZECH GOVERNMENT BONDS ARE ATTRIBUTING 
LOSSES SO FAR THIS YEAR 

Unlike last year, bonds have not been performing well at all so far this year. Expectations of 
very strong growth of the world economy this year and next, strong inflationary pressures and 
inflation expectations, and still extremely loose monetary and fiscal policies have caused the 
Bloomberg Barclays Global Aggregate Bond index to be down at -3.8% so far this year. 

Czech government bonds generally exactly copy this global development, as the index of Czech 
government bonds is at the level of -3.7% this year. At the same time, the entire yield curve of 
the Czech government bonds shifted upwards. The short end of the yield curve, for example, 
the yield to maturity of the Czech government bond with a short two-year maturity increased 
by 92 basis points or 0.92 percentage point to 1.06%. The long end of the yield curve, such as the 
yield to maturity of the Czech ten-year government bond, rose by 66 basis points, or 0.66 
percentage point, to 1.96%. 
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QUOTE OF THE WEEK 

“The individual investor should act 
consistently as an investor and 

not as a speculator.” 
- BEN GRAHAM - 
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