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Weekly Flash
U.S. fiscal package will drive GDP growth

MARKET PERFORMANCES (as of March 12, 2021 – 17:15 CET)
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Summary
• The new fiscal package will soon become law and not only
drive U.S. growth but also be beneficial for the economies of
major trading partners.
• The recent acceleration in Asian exports shows that current
consensus estimates for global growth in 2021 may be too
conservative.
U.S. fiscal stimulus package approved
After the senate’s approval the house also passed President
Biden’s $1.9 trillion stimulus package on Wednesday. The latest
version of the bill includes stimulus payments of $1400 per
eligible person, the extension of key unemployment programs,
aid to small businesses, around $350 billion for the state and
local governments, an increase in tax credits for low- and
middle-income families, and $160 billion for the vaccination and
testing program. Extra unemployment benefits, which were
originally set to expire on March 14, will continue at $300 per
week through September 6. Without any doubt, the huge fiscal
package will increase U.S. GDP growth in 2021. However, it is
highly likely that only a part of the new round of stimulus will end
up in the economy. According to recent data from the Census
Bureau, 73% of households who received a stimulus check in
the first half of February, saved it or paid down debt. A recent
survey from Bank of America shows that even in the lowestincome group 53% of people said they either plan to save, pay
off debt or invest money received by stimulus checks. Thus,
fears that the U.S. economy may overheat due to the new
stimulus program may be exaggerated. In our view, inflation will
likely moderate after a temporary rebound in the second quarter
on base effects.
OECD revises up forecasts on global growth
According to the Organisation for Economic Cooperation and
Development (OECD), the new U.S. stimulus package as well
as growing evidence of vaccine efficacy, will drive a faster than
expected global growth recovery. The Paris-based organization
increased its world growth forecast for 2021 from 4.2% to 5.6%
and for 2022 from 3.7% to 4.0%. Global output is expected to
rise above pre-pandemic levels by mid-2021, albeit with large
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divergences between individual countries. While China’s GDP is
expected to increase by 7.8% in 2021 and U.S. GDP to expand
by 6.5%, the Eurozone economy will grow at a more moderate
pace of 3.9% given ongoing government restrictions and a
relatively slow vaccination path so far. According to OECD Chief
Economist Laurence Boone, the U.S. fiscal package would not
only boost U.S. GDP and create up to 3 million new jobs in
2021, it would also lead to significant demand spill overs to
major trading partners, boosting growth by 0.5%-1% in Canada
and Mexico, and between 0.25% and 0.5% in the Eurozone and
China.
Acceleration in Asian export momentum
China’s exports jumped more than 60% in dollar terms during
the first two months of 2021 compared to a year ago, resulting
from a low base during the first two months of 2020 when the
economy was in lockdown, but also reflecting rising global
demand for manufactured goods. The Chinese government is
targeting growth of more than 6% for 2021, which we believe to
be a relatively conservative goal. The government also signalled
a more restrained monetary and fiscal policy regime after last
year’s record high stimulus program. South Korean exports
increased by 9.5% in February, driven by semiconductor and
car shipments, which surged by around 13% and almost 50%,
respectively. The Bank of Korea sees the economy expanding
by 3% in the current year, largely driven by exports to China,
the U.S. and the European Union. Taiwan’s exports rose by
9.7% in February compared to a year ago, mainly resulting from
rising shipments to China, the U.S. and Singapore. Based on
historical relationships with total Asian trade, strong export data
from China, South Korea and Taiwan suggest that Asia Pacific
exports could have gained strong momentum in 2021.
Conclusion
At around 10% of GDP, the approved fiscal package should be
beneficial for the U.S. economy and also drive global growth.
The OECD’s massive increase in its global growth forecast
shows that consensus estimates for world GDP growth may
be too low. Strong export data from several Asian economies
already point to a pick-up in global trade.
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Legal notice
The views expressed herein represent the opinion of Vontobel Swiss Wealth Advisors AG (“VSWA”). This market flash is
deemed to constitute “marketing material” within the meaning of Article 68 of the Swiss Financial Services Act, is for your
information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment instrument. Be aware
that past performance of any investment instrument or any investment strategy discussed herein is not indicative of future
performance. VSWA makes no guarantee regarding the performance or valuation of any investment instrument or strategy
discussed in this market flash. This document may contain forward-looking statements, generally identified by our use of
forward-looking terminology such as “may”, “will”, “expect”, “intend”, “anticipate”, “estimate”, “believe”, “continue”, “forecast” or
other similar words. Readers of this market flash should be aware that there are various factors that could cause or contribute
to such differences including, but are not limited to, changes in general economic and business conditions, industry trends,
changes in government rules and regulations (including changes in tax laws) and increases in interest rates. Accordingly,
readers are cautioned not to place undue reliance on these forward-looking statements which speak only as of the date of this
document. We do not make any representations or warranties (expressed or implied) about the accuracy of any such forwardlooking statements or the performance or valuation of any investment instrument or strategy discussed herein. VSWA does
not provide tax advice. Therefore, we recommend that you seek specific advice from a specialized tax advisor prior to making
any investment.

