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GLOBAL ECONOMY
IMF upgrades global growth outlook again as some COVID clouds begin to clear
The International Monetary Fund raised its outlook for global economic growth again on
Tuesday, forecasting worldwide output would rise 6% this year, a rate unseen since the 1970s,
thanks largely to the unprecedented policy responses to the COVID-19 pandemic.
That upgrade, from 5.5% less than three months ago, largely reflects a rapidly brightening
outlook for the U.S. economy, which the IMF now sees growing by 6.4% in 2021, the fastest
since the early 1980s. That’s up 1.3 percentage points from the IMF’s 5.1% projection in late
January and nearly double the rate it estimated in October.
The IMF forecast, if realized, would mark the fastest pace of global growth since 1976 but also
comes off the steepest annual downturn of the post-war era last year as the pandemic brought
commerce around the world to a near stand-still at times. The fund said the world economy
contracted 3.3% in 2020, a modest upgrade from an estimated contraction of 3.5% in its January
update.
The latest World Economic Outlook - released at the start of the IMF’s and World Bank’s spring
meetings - reflects a dramatic divergence between the outlook for the United States and much
of the rest of the world courtesy of another $1.9 trillion in pandemic relief spending recently
enacted in Washington.
The outlooks for other advanced economy heavyweights, such as Germany, France and Japan,
hardly improved at all since January. Nonetheless, with the heft of the U.S. outlook
improvement as the main driver, the IMF marked up its advanced economy growth estimate to
5.1% from 4.3%.
Forecasts for emerging market economies, while somewhat improved, took a back seat to their
developed peers. The fund’s outlook for EM economies rose by just 0.4 percentage point - half
of the advanced economy mark-up - to 6.7% from the view in January.
“(M)ultispeed recoveries are under way in all regions and across income groups, linked to stark
differences in the pace of vaccine rollout, the extent of economic policy support, and structural
factors such as reliance on tourism,” the IMF said in its report summary.
The United States economy this year will join China in regaining a level of gross domestic
product that exceeds where it stood before the pandemic struck just over a year ago, the IMF
said. China recaptured all of its lost growth by the end of 2020.
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The IMF emphasized the high degree of uncertainty surrounding the outlook, and that
improvements could easily be tripped up by any of several factors, with success against the
pandemic topping the list.
“Greater progress with vaccinations can uplift the forecast, while new virus variants that
evade vaccines can lead to a sharp downgrade,” it said.
Another big risk centers around the persistence of accommodative policies, from the United
States in particular. Long-term interest rates around the world have risen sharply since
January, as market participants revise their expectations for how soon the U.S. Federal
Reserve begins to normalize its policy stance.

Source: Reuters
U.S. trade deficit hits record high as economy gains speed
The U.S. trade deficit surged to a record high in February as the nation's economic activity
rebounded more quickly than that of its global rivals and could remain elevated this year, with
massive fiscal stimulus expected to spur the fastest growth in nearly four decades. The trade
deficit jumped 4.8% to a record $71.1 billion in February, the Commerce Department said. The
goods trade gap was also the highest on record. Exports dropped 2.6% to $187.3 billion. Exports
of goods tumbled 3.5% to $131.1 billion. Imports slipped 0.7% to $258.3 billion. Goods imports
fell 0.9% to $219.1 billion. When adjusted for inflation, the goods trade deficit shot up to a
record $99.1 billion in February from $96.1 billion in January.

Source: Reuters
IMF officials endorse Biden's corporate tax hike, global minimum plan
IMF officials endorsed U.S. President Biden's plan to raise corporate income taxes and
negotiate a global minimum tax, adding that companies and wealthy individuals that have
prospered during the pandemic can afford to pay more. IMF Fiscal Affairs Director Vitor
Gaspar said that it was important for some countries to start to build medium-term fiscal
credible frameworks for more balance between spending and revenues. Additionally, U.S.
Treasury Secretary Yellen fleshed out the details of a corporate tax hike plan, aiming to raise
$2.5 trillion in new revenues over 15 years by deterring tax avoidance. The Treasury plan also
would eliminate a range of tax breaks for the fossil fuel industry, a move it said would raise
revenues by $35 billion over 10 years.

Source: Reuters
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CENTRAL BANKS
Fed minutes – U.S. still far from Fed's goals, with support needed 'for some time'
Even as the U.S. economy gathered steam this year Fed officials remained cautious about the
continuing risks of the pandemic and committed to pouring on monetary policy support until a
rebound was more secure, minutes of the central bank’s March meeting reflect. Though
several policymakers indicated they think interest rates might need to increase sooner than the
bulk of their colleagues, and perhaps as soon as next year. Chicago Fed’s Evans said he
envisions an uncomfortable period of higher inflation this year, but that the Fed shouldn't
budge until it's sure that prices won't just fall back again below the 2% inflation goal.
Separately, Dallas Fed’s Kaplan reiterated his longstanding worries that low rates and the Fed's
bond purchases could fuel excesses and imbalances in markets. He said the Fed should pare its
bond buying and move toward raising rates in 2022, and signaled he may even be open to doing
both at once.

Source: Reuters
Robust euro zone rebound could let ECB start winding down PEPP from Q3, Knot
says
The euro zone economy is on course for a robust recovery in the second half of the year that
could allow ECB to start phasing out its emergency bond purchases in the third quarter, Dutch
central bank chief Klaas Knot said. Inflation-adjusted yields are back near their early-year
lows, levels Knot said he was comfortable with. Rebound could lead to a surge in inflation, but
given ample slack in the labour market, it is likely to be temporary and price growth will
remain below target for years, he said. "Exiting our emergency measures does not equate to
exiting our accommodative monetary stance," Knot added. Separately, the ECB sped up the
pace of its emergency bond-buying programme by 22.7% in March, with Germany the biggest
beneficiary of its stimulus, data showed.

Source: Reuters
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ECB must accept no further delay in lifting inflation: Panetta
The European Central Bank should accept no further delay in lifting inflation back to its target
as the current outlook is unsatisfactory and persistent misses risk damaging the economy, ECB
board member Fabio Panetta told Spanish newspaper El Pais.
The ECB has already undershot its nearly 2% target for eight years and its projections indicate
that it will continue to miss for years to come as bloc struggles to absorb the slack left behind a
pandemic-induced recession.
With stimulus already near its limits, some policymakers argue that the ECB must simply
accept a slower rise in price pressures instead of trying to do even more but Panetta rejected
this argument, warning that the costs outweigh the benefits.
“The argument that we could extend the horizon to meet the aim is not a convincing one,” El
Pais quoted him on Sunday as saying. “The ECB has failed to reach its aim for too many years
already.”
“Waiting will be even more costly,” Panetta argued. “It would make it more difficult to reanchor inflation expectations and we would risk a permanent reduction of economic
potential.”
The ECB ramped up stimulus last month but still only sees inflation rising to 1.4% by 2023, a
level Panetta called unsatisfactory.
With vaccinations picking up pace, some policymakers are already making the case for curbing
emergency bond purchases from the third quarter onwards but Panetta cautioned, arguing
that a prudent approach in such a crisis is injecting too much stimulus rather than too little.
Indeed, Panetta even called on European governments to ramp up fiscal support warning that
the bloc’s economy likely suffered more damage from the pandemic than currently visible.

Source: Reuters
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CZECH REPUBLIC
A mixed economic picture in the Czech Republic
Industrial production fell by 2.6% YoY in February amid weak production of cars due to
reduced semiconductor chip supplies. Retail sales fell by 3% YoY, but given the pandemic
restrictions, this was not too bad a result.
Czech industrial production weakened in February, declining by 2% month-on-month, and by
2.6% year-on-year. The January decline was revised lower from -4.4 to -5% YoY, but January
was impacted by a lower number of working days, so after that adjustment things were slightly
more positive at 0.3% YoY (revised from 0.9% WDA YoY). The main reason behind the weaker
figures was lower car production, which fell by -8% YoY in February (-9% YoY in January), as
supply chain disruptions and missing chipsets are causing shutdowns. Still, new orders
improved and increased by 7% YoY, mainly from abroad. All in all, weaker production comes
on the back of supply-side problems which will very likely remain an issue in the months
ahead.
February retail sales (without cars) increased by 2.8% MoM; in YoY terms, it fell by 5.8%, but
adjusting for the leap year 2020, they yearly fall reaches only 3% (food sales stagnating, nonfood items sales falling by 4.6%). Internet sales accelerated by more than 40%, while sales in
traditional shops fell by double digits (eg. footwear and clothes by 70%). Still, last February we
saw a build-up of food stocks due to the arrival of Covid-19, therefore February had a relatively
high base and given restrictions this year, the February retail numbers are relatively positive
(the market expected YoY fall by 7.8%). Car sales fell by 3% YoY, which is also better than
expected as new registration fell by 15% YoY in February.
The share of unemployed people declined from 4.3% to 4.24% in March, which is the result of
typical seasonality as some jobs restarted after the winter. In past years, however, seasonality
was usually 0.2-0.3 percentage points between February and March, so we see only a negligible
improvement this March given the Covid crisis. But unemployment remains below 2017 levels
so that's still relatively low amid government supportive measures.

Source: ING
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FINANCIAL MARKETS COMMENT – EQUITIES AT ANOTHER NEW ALLTIME HIGHS
Financial markets continued to grow last week. Stock markets recorded a gain of 2.0%
according to the broadest global stock index MSCI All Country World. The most watched stock
index, the US stock index S&P 500, recorded a gain of 2.7% and ended the week at a new all-time
high of 4129 points. Giant technology companies, whose NYSE FANG+ index recorded a gain of
4.7%, were particularly successful. According to the CECEEUR index, Central European stocks
lagged behind global indices with a gain of 0.9%.
Bond markets also thrived. The broadest global bond index, Bloomberg Global Aggregate
Bond, recorded a gain of 0.6%. The average global bond yield to maturity fell by 0.03
percentage point to 1.13%. The yield to maturity of the most-watched bond, 10-year US
Treasury Bond, fell 0.06 percentage point to 1.66%. The so-called financial repression still
prevails on global bond markets, as real inflation-adjusted bond yields to maturity are still
relatively deeply negative. Global corporate bond indices recorded a gain of around 0.6% on
corporate bonds with both investment and non-investment ratings (high-yield).
On the other hand, commodities did not do very well. S&P GSCI global commodity index
declined by 0.6%. The price of a barrel of the North Sea Brent fell 2.9% to $ 63. Gold rose 0.9% to
$ 1,745 an ounce.
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Global markets overview
Weekly change

YTD change

Last value
92.16

Dollar index DXY

-0.9%

2.5%

Emerging markets FX index to USD

0.1%

-1.1%

1701

EUR/USD

1.2%

-2.6%

1.190

EUR/CZK

-0.6%

-1.2%

25.94

USD/CZK

-1.7%

2.0%

21.82

Global equities (MSCI All Country World)

2.0%

7.5%

Developed equities (MSCI World)

2.4%

8.2%

Emerging markets (MSCI Emerging Markets)

-0.6%

3.0%

Global equities - Value (MSCI All Country World Value)

1.0%

10.0%

Global equities - Growth (MSCI All Country World Growth)

3.1%

5.0%

US (S&P 500)

2.7%

9.9%

US (NASDAQ)

3.1%

7.9%

US - Big Tech (NYSE FANG+)

4.7%

9.0%

Europe (STOXX Europe 600)

1.2%

9.6%

Japan (Nikkei)

-0.3%

8.5%

China (CSI 300)

-2.4%

-3.4%

Central Europe (CECEEUR)

0.9%

2.8%

Czech Republic (PX)

0.0%

6.3%

Global bonds (Bloomberg Barclays Global Aggregate Bond)

0.6%

-3.8%

Global government bonds

0.5%

-5.1%

Global investment grade corporate bonds

0.6%

-3.4%

Global speculative grade corporate bonds (high-yield)

0.7%

0.0%

EUR investment grade corporate bonds

0.0%

-0.5%

EUR speculative grade corporate bonds (high-yield)

0.3%

2.1%

Czech government bonds

0.0%

-4.0%

Average global bond yield (Bloomberg Barclays Global-Aggregate Yield to Worst)

-0.03%

0.30%

1.13%

US 10 year government bond yield

-0.06%

0.75%

1.66%

US 2 year government bond yield

-0.03%

0.03%

0.15%

Germany 10 year government bond yield

0.03%

0.27%

-0.30%

Germany 2 year government bond yield

0.01%

0.00%

-0.70%

Czech Republic 10 year government bond yield

-0.01%

0.68%

1.98%

Czech Republic 2 year government bond yield

-0.01%

0.92%

1.06%

Credit spread - EUR investment grade (Markit iTraxx Europe / CDS)

0.00%

0.03%

0.51%

Credit spread - EUR high-yield (Markit iTraxx Europe Crossover / CDS)

0.00%

0.04%

2.45%

Commodity index S&P GSCI

-0.6%

14.5%

Crude oil Brent

-2.9%

21.5%

63

Gold

0.9%

-7.9%

1745

4129

1092

Source: Bloomberg, Conseq
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OTHER FINANCIAL MARKETS NEWS
More money poured into stocks in past five months than over last 12 years: BofA
Investors have pumped more money into equities over the past five months than in the last 12
years, BofA’s weekly flow figures showed on Friday, as ultra-easy monetary policies and
unprecedented stimulus has sparked a secular shift into stocks. BofA said $576 billion had gone
into equity funds in the past five months, beating the combined $452 billion inflows seen in the
last 12 years. Based on clients’ asset allocations, Bofa said a record 63.6% of the money was
invested in stocks, 18.5% in debt and 11.6% in cash. The exuberance has however slowed in
recent weeks, with investors pouring $22.7 billion into cash during the week to Wednesday, on
top of the nearly $100 billion committed in the last two weeks.

Source: Reuters
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Big U.S. Treasury auctions could restart rise in yields
U.S. Treasury auctions offering $271 billion of new debt and a key inflation report this week
could end a recent lull in the bond market, reigniting a rise in yields that worried investors in
the first quarter.
Treasury yields have dipped since April 1 during a two-week pause in issuance, reversing some
of the dramatic rise in February and March. That eased concerns that higher borrowing costs
will hurt stocks, particularly in growth sectors like technology, which have an outsized
weighting in the benchmark S&P 500 index.
Investors said weak demand at upcoming auctions, which kick off on Monday, could send bond
prices lower and yields higher, albeit at a slower pace than in the first quarter.
“No matter how you slice it, supply auctions will be in focus,” said Justin Lederer, Treasury
analyst and trader at Cantor Fitzgerald. Of particular interest will be the auction of both threeand 10-year notes on Monday, worth $96 billion in total.
The benchmark 10-year yield rose more than 80 basis points in the first quarter on expectations
of blistering economic growth, higher inflation and the estimated $4 trillion in new debt to be
issued this year.
A poor seven-year note auction in February sparked a run higher in yields, and drove the 10year real rate - the 10-year Treasury yield stripped of inflation expectations - to the highest
since June 2020. Even after markets cooled slightly in March, demand at that month’s sevenyear auction was modest.
Monday’s double auction “will have some ramifications, but I don’t think we move
substantially the way we saw in quarter one,” said Lederer.
The Treasury will also be auctioning $24 billion of 30-year bonds on Tuesday and a total of $151
billion in bills throughout the week.
U.S. consumer price data for March, due Tuesday, might also drive yields higher. Longer-dated
yields rise with inflation expectations, as higher consumer prices can erode their value over
time.

Source: Reuters
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CHART OF THE WEEK – THE MOST WATCHED GLOBAL EQUITY
VALUATION INDICATOR AT A NEW ALL-TIME HIGH
So far this year global stock markets are gaining above average gains. The broadest global stock
index MSCI All Country World currently attributes a return of +7% YTD.
However, the sharp rise of stocks has also caused a sharp rise of equity valuations. Today, the
most watched global equity valuation indicator – EV/EBITDA – has now reached a new all-time
high of 16.9x. This is also a significantly higher level of global equity valuation than during the
technological bubble in 2000 at 14.7x. Therefore, I now have a slightly negative outlook on
equities. I believe that the expectations of a very positive future development have already
been priced in the current stock prices and the scope for further significant stock gains is
already significantly limited.

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

“Know what you own,
and know why you own it.”
- PETER LYNCH -

Made with support from
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