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Global Economic Outlook (continued) 

In an effort to stem the expected significant declines in economic activity, fiscal and monetary authorities across the globe responded 

with immediate and aggressive stimulus measures. 

 US fiscal and monetary responses have been unprecedented.  Fiscal authorities released over $3.5 trillion in directed 

stimulus in 2020.  The Biden administration immediately implemented another COVID-19 response of $1.9 trillion in additional 

spending and support for unemployment and vaccination efforts.  The new administration has an ambitious spending plan 

that they are proposing to be partially funded by comprehensive corporate tax reforms and income tax changes; the 

proposals are the American Jobs Plan (~$2.3T) and the American Families Plan (~$1.9T).  The scale of these proposals and 

reforms may undergo significant legislative changes.  Monetary policymakers are actively considering additional measures, 

including yield curve targeting and maturity extension of bond purchases, if conditions warrant.  

 While not all countries have sufficient space to launch ambitious fiscal countercyclical spending programs like the US, the 

monetary policy in advanced economies remains exceptionally accommodative as central banks engage in targeted 

quantitative easing and maintaining near-zero bound policy interest rates.  A substantial portion of European and Japanese 

sovereign debt continues to offer lower yields than US debt, with many tenors pricing in negative nominal and real yields. 

 Substantial upward growth revisions for the US economy and rising inflation expectations have put pressure on emerging 

market monetary policy makers who must navigate between supporting domestic economic recoveries and risking currency 

depreciation as US interest rates rise.  

We acknowledge the wide breadth of new concerns presented by the pandemic, and among those we are considering are the following: 

1) Economies not reaching herd (vaccination) immunity, resulting in weaker growth and potentially a need to re-deploy lockdown policies.  

2) Consumers permanently, or for an extended period of time, changing economic behavior; 3) Persistently high unemployment due to 

a significant number of companies not surviving the economic downturn, 4) Virus-related fears affecting the future of globalization, and; 

5) The potential of a short-term overheating of the US economy.  
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Summary 

Several issues are of primary concern going forward:  

1)  Economies not reaching herd (vaccination) immunity, resulting in weaker growth and potentially a need to re-deploy 

lockdown policies.  

 Vaccination rates have picked up in many countries, but supply challenges remain as well as concerns over 

taking the vaccine.  If a critical mass of the global population is not vaccinated, economic growth could be lower 

than expected as restrictions would likely remain, particularly given new variants.  A disparity in vaccination 

rates across countries could also weigh on travel and global commerce. 

2)  Consumers permanently, or for an extended period of time, changing economic behavior.  

 The COVID-19 pandemic resulted in an immediate change to societal norms that could last beyond the actual 

virus, particularly if vaccination rates do not reach critical levels.  Changing consumer spending and 

work-environment preferences could limit demand for participating in large events including concerts and 

sporting events, dining out, travel, and leisure activities.  As consumers make up a large portion of developed 

economy GDPs, this could drive many companies to failure, with lasting impacts on the economy.  Additionally, 

if the anticipated post-pandemic spending boom currently being priced into assets ultimately proves to be a 

transitory event, or simply underperforms expectations, valuations are at risk of repricing lower.    

  



Global Macroeconomic Outlook 

 

 

3)  Persistently high unemployment due to a significant number of companies not surviving the economic downturn. 

 Persistently high unemployment due to the failure of companies (and potentially entire sectors) and changing 

consumer preferences could hurt the growth of economies.  Virus related fears, childcare issues, and a 

mismatch of skills from those that have lost jobs with available jobs could also weigh on the labor market.  As 

participation in the workforce declines, the cost to the broader economy rises through increased demand on 

government support services.   

4)  Virus-related fears affecting the future of globalization. 

 Appetite for globalization was waning before the pandemic, as seen in the increase in populist and anti-trade 

sentiment over the last few years.  This has been perhaps most evident in the trade wars initiated by the prior 

US administration against several trading partners, including China and Europe.  With an increase in rhetoric 

regarding other countries not doing enough to limit the spread of the virus outside their borders and vaccinate 

people within their country, as well as restrictions on transportation and sanitation concerns, many countries 

could elect to advance policies that limit trade and globalization. 

5)  The potential of a short-term overheating of the US economy.  

 The re-opening of the US economy may be accompanied by a surge in demand as consumers have amassed 

over $2 trillion dollars in savings driven by fiscal programs.  Pent-up demand accompanied by higher savings 

rates could result in meaningful inflationary pressures.  Recently, higher prices for raw materials and 

transportation have led companies to report plans to pass on higher costs to consumers.  Current Fed 

guidance suggests an extended period of very low borrowing rates; but significant additional fiscal stimulus 

and a further acceleration of consumption could force the Fed to raise rates sooner than expected.  
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Disclaimer 

These materials are intended solely for the recipient and may contain information that is not suitable for all 

investors.  This presentation is provided by Meketa Investment Group (“Meketa”) for informational purposes only 

and no statement is to be construed as a solicitation or offer to buy or sell a security, or the rendering of personalized 

investment advice.  There is no agreement or understanding that Meketa will provide individual advice to any 

advisory client in receipt of this document.  There can be no assurance the views and opinions expressed herein will 

come to pass.  Any data and/or graphics presented herein is obtained from what are considered reliable sources; 

however, its delivery does not warrant that the information contained is correct.  Any reference to a market index 

is included for illustrative purposes only, as an index is not a security in which an investment can be made and are 

provided for informational purposes only.  For additional information about Meketa, please consult the Firm’s Form 

ADV disclosure documents, the most recent versions of which are available on the SEC’s Investment Adviser Public 

Disclosure website (www.adviserinfo.sec.gov) and may otherwise be made available upon written request.  

 


