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Weekly Flash 

FED tapering discussions may start earlier than anticipated 
 

 

 

 

CURRENT 

CHANGE 

1 WEEK 

CHANGE 

YTD  CURRENT 

CHANGE 

1 WEEK 

CHANGE 

YTD 

S&P 500 Index 4'159.12 1.13% 10.73% Gold 1'887.98 2.46% -0.51% 

S&P/Toronto Stock  19'542.95 0.91% 12.10% Silver 27.99 2.16% 6.11% 

EuroStoxx 50 4'021.43 0.10% 13.20% Oil WTI 63.08 -3.50% 30.01% 

SMI Index 11'210.12 0.80% 4.73% EUR/USD 1.2206 0.59% -0.05% 

DAX Index 15'426.02 0.06% 12.44% EUR/CHF 1.0959 -0.13% -1.42% 

Nikkei Index 28'317.83 0.83% 3.18% USD/CHF 0.8978 0.36% 1.48% 

Emerging Market Index 74'187.19 1.65% 3.48% USD/JPY 108.7 0.50% 5.11% 

Yield 10Y US Treasuries 1.611 -0.0179 0.6966 CAD/USD 0.8313 -0.64% -5.55% 

Yield 10Y German Bund -0.139 -0.0074 0.4357 USD/CNY 6.4341 0.04% -1.43% 

[Source: Bloomberg] 

 

Summary 

• Minutes to the FOMC indicate that tapering discussions 
may start earlier than expected due to robust economic 
progress. 

• The ECB’s policy regime will remain accommodative on 
subdued inflation and plenty of slack in the economy. 
 

Fed tapering discussions 
According to recent minutes to the Federal Open Market 
Committee (FOMC) several participants suggested to start 
discussing a plan to slow the pace of asset purchases at 
some point in the near future if the economy continues to 
make rapid progress towards the Committee’s goals. 
However, the disappointing April employment report likely 
postpones the potential start of such discussions. Several 
participants noted that virus-sensitive sectors remained 
weak but had shown improvement. Supply chain bottlenecks 
and shortages of materials appeared to be more persistent 
than originally anticipated, which could restrain the pace of 
the recovery over the next months. In the near term, inflation 
is expected to rise temporarily above 2% on base effects 
and higher energy prices. A couple of participants see the 
risk that inflationary pressures may rise to unwelcome levels 
before becoming sufficiently evident to induce a policy 
reaction. While participants also discussed signs of risk 
associated with housing, business debt, hedge funds and 
leveraged investors, funding markets, as well as the reach-
for-yield behaviour, committee members did not have many 
pressing concerns. 
 
Eurozone inflation remains subdued 
Euro area inflation increased since the beginning of the 
current year, largely reflecting several one-time factors, such 
as the reversal of Germany’s VAT rate cut in January and 
the impact of energy price base effects. Headline inflation 
reached 1.6% in April and core inflation fell to 0.7% from 
0.9% in March. A likely recovery in prices for leisure and 
travel related services should contribute positively to inflation 

over the next months. However, persistent slack in the Euro 
area economy will likely continue to weigh on prices and 
wages. Thus, any increase in inflation prints will most likely 
be temporary, as underlying cost pressures still seem quite 
low. President Christine Lagarde reiterated the ECB’s 
pledge to continue asset purchases at a significantly higher 
pace in the second quarter of 2021 at her most recent press 
conference. This clearly indicates that the ECB assesses the 
current economic environment as still relatively uncertain 
and inflation pressures as muted. 
 
China growth slowing 
China’s economy was among the first to rebound from the 
pandemic induced crisis of 2020 and to reach pre-pandemic 
levels in terms of nominal GDP. Current activity indicators 
missed market expectations and point to a likely slowdown 
in growth. April industrial production increased by 9.8% 
compared to the previous year, which was slightly below 
market expectations. Based on production by major product 
category, cement production decelerated from 33.1% to 
6.3%, steel production declined from 20.9% to 12.5%, and 
electricity production from 17.4% to 11.0% compared to the 
previous year. Retail sales growth slowed from 34.2% to 
17.7% in April, which was below consensus expectations of 
25%. We believe that China’s recovery from the crisis is 
essentially complete. Fiscal and monetary policy will be less 
supportive in 2021. A slowdown in economic activity from 
unsustainably high levels is the logical consequence.  
 
Conclusion 
The Fed still views the recent uptick in inflation prints as 
temporary. Should inflation prove to be more persistent 
than currently expected this would trigger earlier tapering 
discussions within the Fed. A reduction of the Fed’s asset 
purchasing program in 2022 would mark the very first step 
towards a more restrictive monetary policy. Potential rate 
hikes are still not expected before 2023. 
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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 forward-
looking 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. 
 

 


