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Synopsis
Vaccines and U.S. stimulus have the global economy on 
track for a strong rebound in the second half of the year. We 
expect the reopening trade to favor equities over bonds, the 
value factor over the growth factor and non-U.S. stocks over 
U.S. stocks.

Key market themes 
After last year’s false start, the prospects for a sustained reopening of economies through the 
second half of 2021 are promising. The vaccination rollout, plus the latest U.S. fiscal stimulus 
package—to the tune of $1.8 trillion—has sparked fears that economic growth will accelerate 
too fast, placing more upward pressure on interest rates. We agree that economies are poised 
to rebound sharply as restrictions are gradually lifted, but disagree that inflation pressures 
and interest rates are likely to increase significantly over the next 12 months. We believe it will 
take until at least the middle of 2022 for the U.S. economy to recover the lost output from the 
coronavirus-induced lockdowns—and even longer in other economies. Amid this backdrop, we 
believe that broad-based inflation pressures are unlikely to emerge until 2023—with late 2023 or 
early 2024 a more likely timing for the first U.S. Federal Reserve (the Fed) rate hike. 

The vaccine rollout and large fiscal stimulus have upgraded our conviction in the cycle 
component of our cycle, value and sentiment (CVS) investment decision-making process. In 
our view, global equities remain expensive, though the very expensive U.S. market is offset by 
better value elsewhere. We see sentiment as close to overbought, but not near dangerous levels 
of euphoria. The strong business cycle gives us a preference for equities over bonds for the 
remainder of 2021, despite expensive valuations. It also reinforces our preference for the value 
equity factor over the growth factor and for non-U.S. equities over U.S. equities.

We expect Chinese economic growth to be strong in 2021, boosted by the recovery in the 
global economy. While China-U.S. tensions continue to linger in the background, our base-case 
expectation is that there will not be any further escalation from the new U.S. administration 
during these early stages of the economic recovery.

In the U.S., we think long-term interest rates are close to peaking for 
now, which means the catalyst for value outperformance is unlikely 
to be as powerful going forward. Even so, we still expect value to 
perform better than growth, as the value factor is still very cheap 
compared to the growth factor. In addition, we believe that the latest 
round of U.S. stimulus, plus the broader reopening from lockdowns, should boost the earnings 
growth of cyclical sectors such as materials and industrials, which comprise a high weight in the 
value index. 

Europe’s relatively slow vaccine rollout and smaller fiscal stimulus means it continues to lag the 
U.S. in terms of economic performance. However, its pace of vaccinations is increasing, putting 
the region on track for an economic reopening by the third quarter. We expect that the MSCI 
EMU Index, which reflects the European Economic and Monetary Union, should outperform the 
S&P 500® Index in 2021. Europe’s exposure to financials and cyclically sensitive sectors such as 
industrials, materials and energy—in addition to its small exposure to technology—gives it the 
potential to outperform in the post-vaccine phase of the recovery, when economic activity picks 
up and yield curves in the region steepen.  

In the UK, the FTSE 100 Index has reflected the worst performing regional equity market 
in recent years, but the outlook is improving in line with the economy. The FTSE 100 is the 
cheapest of the major markets in late March, and we expect UK corporate earnings are set 
for a substantial rebound after declining by 35% in 2020. The UK market is also overweight 
cyclical value sectors, such as materials and financials, that should benefit from a post-pandemic 
reopening.

We continue to think Japan’s growth will significantly lag other major economies, although 2021 
growth should still be above-trend. The slower vaccine approval process and subsequent rollout 
likely will push back the potential for some form of herd immunity. 

GDP (gross domestic product) growth in Australia is likely to be lower than most other developed 
nations this year, but this is largely reflective of the country’s smaller economic drawdown in 
2020, due to lower COVID-19 infection rates.

In Canada, the improving business cycle supports cyclical sectors and the value factor. When 
combined with better relative value than U.S. equities, we believe Canadian equities likely will 
outperform their U.S. counterparts this year.
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Economic views

STRONG GROWTH
We believe that U.S. real GDP growth of 7% is possible for 2021, 
which would be the best calendar-year outcome for the U.S. since 
1984.

INFLATION
We think the Fed’s average inflation targeting approach means the 
central bank will wait until the consumer price index (CPI) measure 
of inflation has sustainably reached 2.5% before starting to tighten 
policy. In our view, this seems doubtful before late 2023. 

EUROPEAN RECOVERY
Europe’s post-lockdown recovery is likely to be extremely strong. We 
forecast GDP to bounce back by around 5% this year, following 2020’s 
decline of nearly 7%.

CHINESE POLICY TIGHTENING
We expect China to be the first country to embark on policy 
tightening this year. Importantly, we think this will be a gradual 
process, and we anticipate that authorities will be sensitive to 
economic volatility and quickly ease back on tightening if there are 
signs of labor-market weakness.

U.S. STIMULUS
U.S. stimulus is likely to boost growth in Japan, Europe and China 
by 0.5 percentage points over the next 12 months, and lift global 
GDP growth by just over 1 percentage point, according to the 
Organization for Economic Co-operation and Development (OECD).

Asset class views 
Equities: Preference for non-U.S. equities

We prefer non-U.S. equities to U.S. equities. The post-vaccine economic recovery should favor 
undervalued cyclical value stocks over expensive technology and growth stocks. Relative to the 
U.S., the rest of the world is overweight cyclical value stocks. 

Fixed income: Government bonds still expensive

Government bonds continue to look expensive, even after the recent selloff. Low inflation and 
dovish central banks should limit the rise in bond yields during the recovery.

Currencies: U.S. dollar likely to weaken during recovery 

The U.S. dollar should weaken later in the year as investors unwind Fed tightening expectations 
and as the global economic recovery picks up speed, given that it typically gains during global 
downturns and declines in the recovery phase. The main beneficiary of this is likely to be the 
euro, which is still undervalued. We also believe British sterling and the economically sensitive 
commodity currencies—the Australian dollar, the New Zealand dollar and the Canadian dollar—
can still make further gains, although these currencies are no longer undervalued from a longer-
term perspective.
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重要信息
本《全球市场展望》报告中的观点可能会根据市场或其他情况而随时发生变化，且更新日期截至2020年03月29日。虽然所有材料均可视为可靠，但不能保证其准确性和完整性。
模型无法精确估计资本市场的未来回报。 我们谨慎认为，理性分析技术无法预测金融市场暴涨和投资者恐慌等极端的金融行为。 我们模型的假设是金融市场行为正常而理性。 预测模型本质上
是不确定的，可能随各种因素发生变化，因此可能不准确。 Russell认为，在评估全球多元化投资组合的各成分之间相对关系时，这些信息最为有用。 因此，这些模型或可让我们深入了解不时
或在极端错置期内这些持仓权重过高或过低是否审慎。 模型并非市场时机信号。
预测是使用不同的分析数据对市场价格和/或成交量模式的推测。它不代表对股票市场或任何特定投资的预测。
在全球、国际或新兴市场的投资可能在很大程度上会受到特定国家/地区的政治或经济状况以及监管要求的影响。在非美市场上的投资可能涉及货币波动、政治和经济不稳定、不同的会计准则和
外国税收等风险。此类证券的流动性可能较小，而且更加不稳定。在新兴市场或发展中市场的投资涉及的风险为，较发达国家/地区更为单一且不成熟的经济结构，以及稳定性较弱的政治体系。
所引用业绩仅代表过往业绩，不应视为未来业绩的保证。
富时100指数是英国上市蓝筹公司的市值加权指数。
标准普尔500®指数是以在纽交所和纳斯达克交易所上市的500家大型公司市值为基础的股票市场指数。
MSCI EMU指数（欧洲经济与货币联盟）涵盖了欧洲经济与货币联盟中十个发达国家市场中的大盘和中盘个股。 该指数由246个成分股组成，涵盖了欧洲经济与货币联盟自由浮动市值的85%左
右。
各指数未设管理人，无法直接投资。
2021年全球市场展望
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