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The US & Chinese economies already larger than pre-COVID US Inflation now at a 30 year high – above expectations

Global GDP expected to be above pre-COVID levels by end of 2021 -
US inflation soars

2Global Strategy update - November 2021



US inflation- decomposition

Transport and housing are the main drivers of US inflation …
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Last time US inflation was 6.2%, interest rates were 7% Inflation surge in Europe now led by Germany…

Last time US inflation was 6.2% was 30 years ago – bond yields 
then were 8% and interest rates were 7% 
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Long-dated bond yields stable - The Bank of England’s poor communication hits the short-end

UK and US 10-year yields fall sharply Bank of England’s poor communication adds to volatility

So why are 10-year bond yields little changed from 6 months ago?
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Oil prices up 120% and used-car prices up 38% YoY Some signs of moderation in shipping and commodity prices

1. US Inflation - Base effects are extreme plus some signs of 
moderation in wider commodities and shipping
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Total US tax receipts up 18% from FY 2020 and 17% greater than 2019 (pre-COVID)

Source: US Congressional Budget Office October 2021

2. Lower Bond Supply: US tax receipts are soaring as economies 
recover
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Note: In the UK net issuance of Gilts for the remainder of the year to 
April 2022 is negative £8-20bn depending on APF reinvestments.  RBC 
Nov 2021 



Domestic activity slows, driven by COVID restrictions, power shortages and regulation

Chinese data weakens and regulatory uncertainty rises Strains in the highly-leveraged property sector

4. China: Economic slowdown meets rising political risk

8

1. Economic weakness appears broad-based across 
sectors such as property and infrastructure-related 
industries, amid policy tightening.  

2. Retail sales, industrial production and manufacturing 
sentiment softened.  Note exports remain robust.

3. ‘Common Prosperity Agenda’ risks slowing economic 
activity across internet and gaming while ‘Three Red 
Lines’ restrictions on leverage in real estate means 
bankruptcies are possible (Evergrande and others).

4. China-Taiwan tensions rising worryingly.
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Equities lead, value modestly outperforms and volatility remains contained

Equities rally, bonds and gold decline Growth catches up to value as volatility falls

Asset class performance 2021-to-date
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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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London
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T: +44 (0) 20 7038 7000
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