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1. GLOBAL ECONOMY 

An unprecedented shock 



The contraction in global activity caused by the pandemic has been of an unprecedented magnitude 

3 Sources: IMF, Candriam 
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According to the IMF, most economies’ GDP will still not be back on trend by end of 2021 
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In all economies the increase in public indebtedness will be significant 

5 December 2020 Sources: IMF, Candriam 
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2. CHINA  

Relying on its own strengths 



7 December 2020 Sources: Refinitiv Datastream, Candriam 

After a dramatic fall, activity has picked up rapidly 
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8 December 2020 Sources: Refinitiv Datastream, Candriam 

Most economic indicators are now back on track 
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9 December 2020 Sources: Refinitiv Datastream, IMF, Candriam 

Fiscal support got stronger in the second half of 2020 
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10 December 2020 Sources: Refinitiv Datastream, Candriam 

Credit growth has re-accelerated and investment is now increasing at an almost normal pace 
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11 December 2020 Sources: Refinitiv Datastream, Candriam 

Retail sales have rebounded, but consumption was still not back on its former trend  

at the end of Q3 and the saving rate remained elevated 
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12 

By year end, GDP should be back on its former trajectory 
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Since summer, the Yuan appreciated sharply against the dollar 
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14 Source: Candriam 

Tensions between the United States and China have  

led to a reshaping of trade relations across the Pacific 

Two regional trade agreements, the 
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15 Sources: PIIE, Refinitiv Datastream, Candriam 

The new free trade area accounts for one third of world trade 
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3. UNITED STATES 

Uncertainties are dissipating… 



In Q3, the growth rebound has been spectacular 
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By inducing higher income earners to spend less on services,  

the pandemic has curbed activity in sectors employing low income workers 

18 December 2020 Sources: BEA, Track the recovery, Refinitiv Datastream, Candriam 
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3.9 

22.8 

12.3 

The government jumped in and borrowed the savings of the higher income earners 

to compensate those affected by the shock! 

19 December 2020 Sources: BEA, Refinitiv Datastream, Candriam 
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In November, indicators were not pointing to an abrupt stop in activity… 

20 December 2020 
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… but since October the surge in new cases has kept accelerating 

21 December 2020 Sources: CDC, Candriam 
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The perspective of mass vaccination has made  
the return of the economy on its former track by end of 2021 more likely 

22 December 2020 
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While the shock on business investment is likely to be easily absorbed… 

23 December 2020 Sources: BEA, Refinitiv Datastream, Candriam 
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… more support for those who lost their jobs is needed 

to allow consumption to return to normal 

24 December 2020 Sources: Refinitiv Datastream, Candriam 
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Bringing the economy back to normal 

calls for the recent changes in consumers’ behaviors to be temporary (I) 

25 December 2020 Sources: Refinitiv Datastream, Candriam 
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Bringing the economy back to normal 

calls for the recent changes in consumers’ behaviors to be temporary (II) 

26 December 2020 Sources: BLS, Candriam 
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The new President's program should help  

the U.S. economy deal with these risks 

27 December 2020 Source: Candriam 

In the short run, Joe Biden announced that he would extend the CARES Act to continue to support those who have lost their jobs and 
provide additional assistance to state and local governments. 

In the longer run, the various components of its Build Back Better program will aim to : 
 

- Modernize U.S. infrastructure in a way that contributes to the fight against global warming but also improves the resilience and 
productivity of the economy; 
 

- Improve access to education and the quality of the education system; 
 

- Use public spending to create quality jobs; 
 

- Increase the minimum wage and implement a "new social contract" by strengthening the role of unions and collective bargaining. 

Fully implemented and financed in part by tax increases*, these measures could increase the average annual growth rate by 1 point 
over 2021-24, thus facilitating the adjustment of the U.S. economy to possible changes in behavior caused by the pandemic. 

This, however, presupposes that in the absence of a Senate majority, the new Biden Administration will be able to convince a few 
Republican Senators to pass the necessary budget laws by simple majority (which the Budgetary Reconciliation Process makes 
possible provided that the public deficit is not sustainably increased). 

(*) See next slide. 



N.B. Calibrating the budgetary cost of the measures proposed by Joe Biden 

28 December 2020 Source: CRFB 
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Expand Social Security -400 
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Infrastructure, Environment, Other Domestic Spending  
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Tax Policy 
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The redefinition of the Fed's full employment objective should also facilitate the adjustment of the 
U.S. economy to possible changes in behavior linked to the pandemic  

29 December 2020 Sources: Census bureau, Refinitiv Datastream, Candriam 
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30 December 2020 Sources: Refinitiv Datastream, Candriam 

Bankruptcies will rise in the coming months 
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31 December 2020 Sources : Refinitiv Datastream, FDIC, Candriam 
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By end of 2021 an increase in public debt of at least $3 trillions will have to be absorbed 

32 December 2020 Sources: BEA, Refinitiv Datastream, Candriam 
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33 December 2020 Sources: Refinitiv Datastream, Candriam 
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In a low interest rate environment, however, the massive accumulation of liquidity  

could lead to a dangerous increase in asset prices 

34 December 2020 Sources: Federal reserve, Refinitiv Datastream, Candriam 
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Sources: Refinitiv Datastream, Candriam 35 December 2020 

Against this backdrop, restoring the Federal Reserve's ability to stabilize debt markets is important 
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4. EURO AREA 

A recovery…  

threatened by the “second wave”? The Parliament approved 

the European Budget and 
an ambitious support 

plan... but their 
implementation is 

suspended. 



37 December 2020 Sources: Refinitiv Datastream, Candriam 

As in the United States, the economy rebounded in the third quarter 
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As in the United States, massive public deficits have faced the sharp rise in private savings 

38 December 2020 
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The shock on employment is far from having been the same across the area 

39 December 2020 Sources: Eurostat, Candriam 
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Big fall income Income maintained Increase in  
income 

Low-skilled workers and low income earners were the most affected…   
in the Southern part of Europe in particular 

40 December 2020 

Disposable income 

Change in disposable income and employment 
between 2019Q4 et 2020Q2 

(%) 

-12 

-10 

-8 

-6 

-4 

-2 

0 

2 

4 

ES AT IT PT FR FI BE DE NL IE 

Sources: Eurostat, Candriam 

0 

2 

4 

6 

8 

10 

12 

14 

NL GR BE LX FR PT FI IT AT IE ES 

High income 

Low income 

Risk of losing job by country 
(probability in %) 

0 

5 

10 

15 

20 

25 

Low 
income 

Middle 
income 

High 
income 

0 

2 

4 

6 

Low 
income 

Middle 
income 

High 
income 

0 

5 

10 

15 

20 

ES PT IE IT FR FI GR AT LX BE NL 

Aged 16 to 24 

By income level 
By age and qualification 

Risk of temporary lay off  
or reduced hours 

Risk of losing job 

 (European Union,  
probability in %) 

 (European Union,  
probability in %) 

Low-skilled 
workers 

Employment 



At the end of the third quarter, activity was far from being back to normal  
in the most affected sectors... in Spain in particular 

41 December 2020 Sources: INSEE, INE, Candriam 
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The renewed surge in Covid-19 cases since the beginning of October... 

42 Sources: ECDC, Candriam 
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… has again curbed activity 

43 December 2020 Sources: Google  community mobility report, Apple mobility trends report, Candriam  

(*) Calculated over the 11 largest euro area countries 
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In November, services PMIs fell back 

44 December 2020 Sources: Bloomberg, Candriam 

15 16 17 18 19 20 21 
20 

30 

40 

50 

60 

Manufacturing 15 16 17 18 19 20 21 
10 

20 

30 

40 

50 

60 

Manufacturing 

15 16 17 18 19 20 21 
10 

20 

30 

40 

50 

60 

15 16 17 18 19 20 21 
10 

20 

30 

40 

50 

60 

15 16 17 18 19 20 21 
10 

20 

30 

40 

50 

60 Services 

Services Services 

Services Services 

Euro area 

Italy Spain 

Germany France 

PMI indices 

Manufacturing 

Manufacturing Manufacturing 



As in the United States, however, the prospect of massive vaccination makes possible  
a scenario of a return of the economy to its long-term trend by the end of 2021 

45 December 2020 Sources: Refinitiv Datastream, Candriam 
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The crisis will however affect significantly labor markets  
notably in Southern countries where unemployment was already high 

46 December 2020 Sources: Refinitiv Datastream, Candriam 

Missing jobs compared to “normal” 
(% of working age population) 

Unemployment rate 
(%) 

Greece 

06 08 10 12 14 16 18 20 
0 

5 

10 

15 

20 

25 

30 

Euro area 

Spain 

Italy 

Portugal 

06 08 10 12 14 16 18 20 
2 

4 

6 

8 

10 

12 

14 

France 

Germany 

Belgium 

Netherlands 

Euro area 

-1 

0 

1 

2 

3 

4 

5 

6 

2020 

Italy 

-1 

0 

1 

2 

3 

4 

5 

6 

2020 

Spain 

“Missing jobs” 

-1 

0 

1 

2 

3 

4 

5 

6 

2020 

Germany 

-1 

0 

1 

2 

3 

4 

5 

6 

2020 

France 

Out of the labor force 

Unemployed 

-1 

0 

1 

2 

3 

4 

5 

6 

2020 

Greece 



Hotels and restaurants 

0 

3 

6 

9 

12 

15 

FI FR BE DE NL IE AT PT IT ES GR 

Share in value-added 

Share in employment 

Share of small firms  
(< 50 employees, % of total ex financial sector, 2018) 

Total  

20 

40 

60 

80 

FR DE FI IE AT NL BE ES IT PT GR 

Share in employment 
Share in value-added 

This crisis particularly affects small firms and the less-educated workers ...  

mainly in Southern countries 
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The share in investment of the most affected sectors is relatively small,  

but in many countries the support to firms has been modest... 
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… and in the most affected countries the risk of an investment contraction is real 

49 December 2020 Sources: Eurostat, Refinitiv Datastream, Candriam 
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All in all, some euro zone countries may have difficulties  

to return to their previous growth trajectory by end of 2021 

December 2020 50 
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Next Generation EU funds should help the most affected countries,  

but their disbursement will be spread over several years 

51 December 2020 
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The crisis is thus likely to further widen the gap in living standards between euro zone countries 

52 December 2020 Sources: IMF, Candriam 
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More public debt will have to be financed and  
the savings that are the counterpart will have to be mobilized 

53 December 2020 Sources: Refinitiv Datastream, Candriam 
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The ECB will greatly facilitate this mobilization! 
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Memo: ECB balance sheet 
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Memo: ECB Public Securities Purchase Program (PSPP) 
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Memo: ECB Pandemic Emergency Purchase Program (PEPP) 
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Memo: Euro area CPI 
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Memo: national central banks balance sheet and contribution to Target balance 
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