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2021 – Balancing Act



• The vaccine v virus race continues, with new variants the emerging contender

• The recovery in the second half of 2021 is likely to be very strong, but unevenly 
distributed

• Leaders in vaccination to be leaders in recovery

• Central banks have a Herculean task in balancing support with growth and inflation

• Long term real return (above inflation) targets become more important

• Ongoing cyclical catch up for last year’s losers

• Structural shift to sustainable investing remains a key theme

What has changed since May?
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What next?
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• Macroeconomic outlook: peaked too soon?

• Progress on the vaccination campaign

• Continued monetary and fiscal policies – the Balancing Act

• COP 26

Source: Vontobel Asset Management. The four economic states in the Wave Model.



Global growth above trend into next year
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Source: Bloomberg Finance L.P.



Pandemic Recovery 2020
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Source:  Morningstar Direct. US, UK, Japan, Emerging Markets and Europe.



Pandemic Recovery 2021
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Source:  Morningstar Direct. US, UK, Japan, Emerging Markets and Europe.



“Covid is dead, long live Covid”
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“Covid is dead, long live Covid”
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Inflation - public enemy number one

10

• Pent up demand, higher savings rates, supply chain disruption

• Risk of policy error from central bank and government grows

• How long is “transitory”?

• How high will inflation go and will it stay there?

Source: Bureau of Labor Statistics. US CPI since 1913. Source: Office for National Statistics. UK CPI since 1989.



• One-off factors such as extreme 
weather events or sudden 
shortages

• Stop-and-go lockdowns bad for 
business

• The green transition – who is 
going to pay for this?

• Policy error – too much, too 
soon

• Stagflation risk rising?

• Wage-price loop

Inflation – transitory for longer

11

Labour 
Shortages

Wage 
increases

Higher 
disposable 

income

Increased 
demand for 
goods and 

services

Rising 
prices

Source: Indeed, Bloomberg.



Inflation – but how long?
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Source: Bank of Japan, Bloomberg, BLS, Eurostat, ONS, Refinitiv 
Datastream, JPMorgan Asset Management.

Source: Bloomberg, JPMorgan Asset Management.



Interest Rate Expectations
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Source: Bloomberg Economics, Central Bank Outlook.



China – The spoils of growth
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Source:  Morgan Stanley, CEIC, WIND, August 2021.



China – social responsibility
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• Concerned the country grows old 
before it becomes rich

• “Lying flat”

• The cost of living has risen: Property, 
Education and Healthcare

• Falling birth rates increases burden 
on families as they age

Source: Jefferies, National Bureau of Statistics, World Bank, August 2021.



China – Common prosperity
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Source:  Global Social Mobility Report 2020, World Economic Forum, BofA Global Research, August 2021.



COP 26
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By 2050 there will be more plastic in the oceans than 
fish…
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Water Footprint – how much does it take to make?
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Waste Footprint – How long does it take to decompose?
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Outlook
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• Rising consumer awareness and action in key areas such as:  
• sustainable transport 
• smart energy 
• responsible nutrition
• recycling and waste reduction

• Equity expected to continue performing well (TINA – is there no alternative?)

• Cyclicals over defensives

• Value should continue to do well in the environment

• Asia and Emerging Market recovery

• Structural shift to sustainable investing remains a key theme



Autumn Budget Summary – October 2021
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For tax years 2021/22 and 2022/23 

• ISA / JISA subs unchanged at £20,000 
and £9,000

• Pension contributions unchanged -
up to £40,000 

o Tax relief at highest marginal 
rate – up to 45% 

o Salary sacrifice retained – NI 
savings Er / Ee

o Three year carry forward 
unchanged - up to £120,000
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• Lifetime Pension Allowance frozen at 
£1,073,100 until 2025/26

• Capital Gains Tax exemption 
unchanged - £12,300 each 

• IHT nil rate band unchanged -
£325,000 and Residence nil rate band 
at £175,000

o Up to £500,000 per person / 
£1m per couple 

o Gifting allowances unchanged 

• EIS / VCT rules and investment 
allowances unchanged 

o EIS up to £2m – tax relief up to 
30% 

o VCT up to £200k – tax relief up to 
30% 





Disclaimer
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Opinions constitute our judgment as of this date and are subject to change without warning.  The value of investments, and 
the income from them, can go down as well as up, and you may not recover the amount of your original investment. Past 
performance is not a reliable indicator of future results and forecasts are not a reliable indicator of future performance.  Where 
an investment involves exposure to a foreign currency, changes in rates of exchange may cause the value of the investment, 
and the income from it, to go up or down.  The information in this document is not intended as an offer or solicitation to buy 
or sell securities or any other investment, nor does it constitute a personal recommendation.  
 
 
 
MM Wealth is authorised and regulated by the Financial Conduct Authority. Registration Number: 148496.  
MM Wealth Ltd  Wellbrook Court, Girton, Cambridge CB3 0NA   01223 233331   info@mmwealth.co.uk 

We hope you found this presentation of interest and useful.  If 

you have any questions, please do not hesitate to contact us.

http://www.mmwealth.co.uk/

