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The world before COVID
2020 landscape

Slowbalisation (2019) 
• Shifting demographics and productivity
• Slower growth

Levelling up
• Fiscal activism
• Pre-distribution

Financial Repression (2012/2013)
• Monetary policy capture
• Low interest rates

Walled Gardens: Local priorities over global commitments (2017)
• A national industrial policy
• Border control

2



Depth of economic recession and rebound

Global GDP Growth (USD, constant prices)

Source: Macrobond and Sarasin & Partners, Feb 2021

Policy induced recession 
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On average countries will take 2-3 years to heal - China completed this process in just 1 quarter

Global GDP projections - an uneven recovery across regions

Source: Sarasin & Marcrobond, February 2020

Global economic outlook
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US government debt as % of GDP

Source: Macrobond, 08.02.21

Go big, go fast
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25% increase



Net interest on US Federal Debt

Source: Macrobond, 08.02.21

Go beyond?
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Financial repression is here to stay

Moderately 
Higher 

inflation

Regulation / 
Redomestication

Interest 
Rate 

Suppression

Policy rates kept low.
Quantitative Easing or Yield 
Curve Control keep bond 
yields low

Average inflation targeting 
reflects a  greater tolerance 
for running the economy 
‘hot’

Regulations force the 
banking system to become a 
natural buyer of 
government debt
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Estimates of long term economic scarring 

Source: Macrobond and Sarasin & Partners, Feb 2021

Long term effects on the economy 
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US unemployment rate, and share of long term unemployed

Source: Macrobond and Sarasin & Partners, Feb 2021

Reallocation shock: Long term unemployment 
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Share of long term unemployment across countries

Source: Macrobond and Sarasin & Partners, Feb 2021

The share of long term unemployed across countries 

y

10



The example of the Black Death
Why critical junctures matter?

Plague 
1346-53

75-200 million dead

Outcomes can be dramatically different

WESTERN EUROPE

• Labour shortage

• Broke the feudal system that 
had lasted 600 years

• Free labour, free market 
capitalism

• Renaissance

EASTERN EUROPE

• Labour shortage

• Greater repression

• Second Serfdom 
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COVID-19 as a critical juncture

1. COVID-19 has upended how we live and work

2. Disruption is of long duration
• Well past any threshold for new habit formation  

3. COVID-19 has disrupted inertial thinking and incrementalism in problem 
solving   

!
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Industrial Equipment

Structures
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Source: Macrobond, 15.02.21

Rising investment spending could lift productivity

Breakdown of non-residential spending on equipment

Source: Macrobond, 15.02.21

COVID is accelerating the shift to a data driven / virtual future
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Men

Women
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An increase in flexible working can raise female participation  

Source: Macrobond, 15.02.21

COVID could raise the participation of women in the labour force
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Conclusion 

1. Strong but uneven economic recovery with risk of scarring  

2. Financial repression to continue to dominate markets: nominal interest rates will remain low and below 
inflation

3. COVID-19 will be viewed as a critical Juncture, one that has the potential to unleash the forces of creative 
destruction and ultimately growth
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“We always overestimate the change 
that will occur in the next two years and 
underestimate the change that will occur 
in the next ten. Don’t let yourself be 
lulled into inaction.”

Bill Gates
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Important information

If you are a private investor, you should not act or rely on this document but should contact your professional advisor. 

This document has been approved by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, EC4M 8BU, a limited liability partnership registered in England & Wales 
with registered number OC329859 which is authorised and regulated by the Financial Conduct Authority with firm reference number 475111. 

It has been prepared solely for information purposes and is not a solicitation, or an offer to buy or sell any security. The information on which the document is based has been obtained 
from sources that we believe to be reliable, and in good faith, but we have not independently verified such information and no representation or warranty, express or implied, is made as 
to their accuracy. All expressions of opinion are subject to change without notice. 

Please note that the prices of shares and the income from them can fall as well as rise and you may not get back the amount originally invested. This can be as a result of market 
movements and also of variations in the exchange rates between currencies. Past performance is not a guide to future returns and may not be repeated. 

Neither Sarasin & Partners LLP nor any other member of the Bank J. Safra Sarasin group accepts any liability or responsibility whatsoever for any consequential loss of any kind arising out 
of the use of this document or any part of its contents. The use of this document should not be regarded as a substitute for the exercise by the recipient of his or her own judgment. 
Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material referred to herein and/or any of the information upon which it is based, prior to 
publication of this document. If you are a private investor you should not rely on this document but should contact your professional adviser. 

© 2021 Sarasin & Partners LLP – all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & Partners LLP.
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