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President Biden signed the $1.9 trillion ﬁscal
relief plan yesterday, bringing the total
amount of pandemic-related ﬁscal relief
legisla on in the last year to about $5.5
trillion. At this me last year, ﬁnancial
markets were in turmoil amid an uncertain
global economic outlook. Over the past year,
robust ﬁscal spending along with the Federal
Reserve’s highly accommoda ve monetary
policy has provided support for the ﬁnancial
markets. On a year-over-year basis, the S&P
500 index is up nearly 60%. Yesterday, President Biden indicated that every American
adult will be eligible to receive a vaccine by May 1, 2021. With the vaccine rollout
speeding up, many states and coun es now easing restric ons, another substan al
round of ﬁscal relief in the pipeline, and an ongoing backdrop of low interest rates and
accommoda ve monetary policy, we believe economic growth is poised to accelerate
meaningfully in the second quarter.
The consensus forecast for 2021 US gross domes c product (GDP) growth is now 5.5%
(following a decline of 3.5% last year), substan ally above the Fed’s longer-run growth
rate target of 1.8%. It is projected to be the strongest annual growth rate for GDP since
1984 (albeit following the steepest decline in annual GDP since 1946). Expecta ons of
rising inﬂa on have been increasing among market par cipants, driving up longer-term
Treasury yields, with the yield on 10-year Treasuries up more than 70 basis points yearto-date to about 1.63%. While the steepening of the yield curve has been rela vely swi ,
the yield on 10-year Treasuries remains nearly 30 basis points lower than it was prepandemic at the end of 2019.
The Federal Open Market Commi ee is scheduled to meet next week and will provide an
updated ‘dot plot’ and summary of economic projec ons. While we are not expec ng
any signiﬁcant changes to the Fed’s policy statement, we will be looking closely for any
changes in the dot plot that would suggest a more hawkish outlook for monetary policy.
Given the many recent public statements by Fed policymakers, we expect monetary
policy to remain accommoda ve this year and we expect policymakers to look through
any near-term increase in inﬂa on, even if it begins to exceed 2.0% as we cycle the
deflationary impact of the pandemic last year.
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