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January 2021 

Economic Overview

Current Position 

• Until achievement of herd immunity is realized, COVID-19 restrictions will continue to impede global

economic growth.

• Further fiscal stimulus has grown increasingly likely after both Georgia senate seats flipped blue,

solidifying Democratic majority in the senate, and curtailing the partisan hurdle to Biden’s agenda.
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Main Risks 

• Successful vaccine distribution, domestically and globally, will be the main short-term driver of

economic recovery in developed markets. Distribution since approval of the Pfizer vaccine has

palpably underperformed government goals of 20 million inoculations by year end with only 2.8

million Americans vaccinated.3

• Increasingly optimistic equity and credit valuations are straying further from economic reality,

induced by vaccine jubilation and low interest rates. Government and Fed intervention may be

necessary to keep markets afloat until underlying economic conditions improve.

• Bond yield increases of greater than 50 bps could create a tempting short-term alternative  to

equities, given relative valuations, causing pullbacks in equity markets.2

• With economic uplift imminent and the Fed experimenting with an “average inflation target” while

vowing to keep interest rates low, long-term inflationary management questions exist.

Outlook 

 “The vaccine game changer is knowing we are 

building a bridge to somewhere. It provides more 

clarity for governments, companies, and households 

about the shape of a post Covid-19 economy. This 

anchor should help limit any economic scarring and 

justify deploying further policy support. All this 

should make it easier for risk assets to absorb any 

near-term disappointments but also to quickly price 

in the accelerated restart, in our view.”1

“In the U.S., there likely will be two distinct phases to 

the path forward. The first—over the northern winter 

months—looks challenging, as COVID-19 infections 

explode across the country, leading to partial, 

localized lockdowns. However, once a vaccine is 

widely available, we believe that dislocated sectors 

(e.g., restaurants, travel, and hotels) will bounce back 

strongly, likely in the second half of 2021. Meanwhile, 

the Federal Reserve (the Fed) continues to maintain 

an ultra-accommodative policy stance. Even with our 

expectation for a robust 2021, the Fed’s focus on 

generating an inflation overshoot should leave plenty 

of runway for the expansion to strengthen and 

broaden.”4
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Global GDP Outlook 

1. https://www.blackrock.com/corporate/literature/whitepaper/bii-2021-global-outlook.pdf

2. https://royal-bank-of-canada-2124.docs.contently.com/v/vaccine-clears-path-for-recovery-but-not-out-of-the-woods-yet-
pdf

3. https://www.nytimes.com/2020/12/31/health/vaccine-distribution-delays.html 
4. https://russellinvestments.com/us/global-market-outlook#ColorBoxesRoot_871aff0e-ac46-4c00-b63d-62756422d21c 

https://www.blackrock.com/corporate/literature/whitepaper/bii-2021-global-outlook.pdf
https://royal-bank-of-canada-2124.docs.contently.com/v/vaccine-clears-path-for-recovery-but-not-out-of-the-woods-yet-pdf
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