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On February 23rd, Fed Chair Jerome Powell testified on economic recovery on Capitol
Hill. Inflation and employment remain well below the Fed´s goals and it is likely to
take some time for substantial further progress to be achieved, he said. He also
assured that the Fed is committed to using its full range of tools to support the
economy and to help ensure the recovery to be as robust as possible. Despite the
heightened concern over inflation due to a sharp rise this year in bond yields, Powell
said price pressures remain mostly muted and the economic outlook is still “highly
uncertain”.

In Powell We Trust

German business confidence rises faster than expected - Manufacturing sector led
German composite PMI (Purchasing Managers’ Index) for February to a slightly
stronger result than expected; the Ifo Business Climate Index rose (in manufacturing,
the index jumped to its highest value since November 2018) as assessments of the
current business situation were more positive. The 2020 GDP declined by 4,9%.
However, this result is better than expected since, in the fourth quarter, Germany´s
economy has grown 0,3% instead of the 0,1% Destatis prediction.

European
Economy
Saved by Manufacturing!

Banking

This week Lloyds Banking Group and HSBC, two major worldwide banks, announced
that they are planning to shed 20% and 40%, respectively of their office space. It
seems that working practices will not return to their pre-pandemic norms. These are
dramatic numbers and one can think about pros and cons, but how will
managements react to this? From one side, many workers want to work from home
three or more days a week and value these measures. From the other side, there
must be taken into account how this cost-cutting measure will affect productivity and
results on the long term.

Is Working From Home the new trend?

Climate

This past Thursday, the United Nations released a report on the health of the planet
proposing a radical shift in mankind’s relationship with the environment. The report,
"Making Peace with Nature," explains the latest science on climate change and
mankind's "war" on the planet. The world is far from meeting its objectives to protect
the planet. Species and ecosystems are vanishing faster than ever, despite long-
standing global commitments to protect them. Now can be our chance to change all
that, as the world reemerges from a pandemic. The report offers suggestions for
governments, financial institutions, and individuals, but its proposal for a new way to
think about the environment and the global economy is radical and urgent.

UN urges a radical shift in the way we
deal with nature

Business
China is now Europe’s main trading partner:
For the first time in history, China has now surpassed the United States and became
the main trade partner of the European Union, with exports and imports both
increasing despite the Covid-19 pandemic. EU exports to China grew by 2.2% last
year and imports by 5.6%. In comparison, exports to the U.S. dropped by 8.2% and
imports fell by 13.2%. The European Union seems willing to strengthen economic ties
with China, as the two reached a new investment agreement in December aimed at
making it easier for European firms to operate in China.

Portuguese
Economy

The Portuguese economy has hit a historical mark – the biggest GDP fall since
Portugal has become a democracy. According to Instituto Nacional de Estatística “In
2020, GDP contracted 7,6% in volume (in 2019 it had grown 2,5%) reflecting the
markedly adverse effects of the COVID-19 pandemic on economic activity.” However,
there must be taken into account that this number surpasses the expectations of the
Portuguese government (-8.5%), International Monetary Fund (-10%), European
Commission (-9,3%), and other relevant entities such as OECD and Banco de Portugal
(-8,4% and -8,1% respectively). The 7,6% fall was mostly obtained due to the fall of
both private consumption and tourism exportations. Nevertheless, it is important to
bear in mind the light at the end of the tunnel is now quite brighter as in the 3rd and
4th quarters the economy faced a strong recovery.

Historical Drama

Covid-19

During one of the darkest periods of our contemporary world, some economists are
predicting that, by late 2021 and throughout 2022, the US Gross Domestic Output will
be higher than if the pandemic had never occurred.
Oxford, Barclays, and Morgan Stanley have predicted a 6.5% growth this year, which
would be the best since 1984. This growth is expected to start as the distribution of
vaccines increases and the pandemic restrictions ease.
Unfortunately, with this fast growth, the risk of inflation that can ultimately trigger a
new recession also rises, so the future of the US economy is uncertain by now.

The unpredictability of the USA’s
economy after the pandemic:


