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! The Fed won’t just soften the blow from COVID-19 and then go back to “normal.” It was worried about the
outlook before the pandemic, and a reopening rebound won’t change that

2 Equity markets will continue to wrestle with elevated valuations and an improved economy

3 For a few months, this will look like proper reflation.
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4 But Congress controls fiscal policy, and the expected political balance makes this unlikely.

5 As long as the US is in the expected low-growth, low-inflation regime

¢ Position

7 An environment like this could erode the growth advantage that has bolstered US equity markets at the expense
of other regions. It would also suggest scope for long-term dollar appreciation if the US is left behind while the
rest of the world works toward reflation.
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