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Core issues for outlook 

Source: Bloomberg and BofA  Global Research 

 The path of the virus 

 But also the market reaction to the virus 

 The vaccine for next year, the virus for now 

Core forecasts 

 US GDP: 2020, -3.5%; 2021: 4.5% (Incomplete recovery) 

 FX: EUR-USD end-2021, 1.25; USD-CNY end-2021, 6.30 

 Rates: Fed on hold; US 10yr end-2021, 1.50% 

US Election 
 Divided government? 

 For FX and Rates: Fed policy 

 Trade and China policy 

 Muddled result 
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G6 quarterly GDP growth forecasts 
(%qoq saar) 

Source: Bloomberg, Haver Analytics, and BofA Global Research 

The pandemic caused a large drop in 
inflation in DM and EM 

Global macro picture 

-12

-8

-4

0

4

8

12

16

4Q 2020 1Q 2021 2Q 2021 3Q 2021 4Q 2021

US Euro area

Japan UK

Canada Australia

0%

1%

2%

3%

4%

5%

6%

2006 2008 2010 2012 2014 2016 2018 2020

DM core CPI
EM core CPI



4 

Real GDP likely returns to pre-
COVID-19 levels by 3Q 2021 ($tr) 

Source: Bloomberg and BofA Global Research estimates 

Annual growth forecasts 

US Growth: slower recovery 
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Fed outlook: on hold for foreseeable future 

 Fed focus is flexible average inflation target (FAIT) 

 Market pricing first rate in ’24, shorter period vs after financial crisis 

 Market tends to overestimate timing of Fed hikes when rates low 

 

 

 

 

Source: BofA Global Research, Bloomberg 
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Monetary policy: US and around the world 

 US GDP is around ~$19-20 tr 
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US near-term growth: bumpy 
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US unemployment and  
labor force participation rate 

Note: Yellow and orange line represents BofA Global Research forecasts   

Source: Bloomberg and BofA Global Research estimates 

Employment-Population Ratio 

US labor market: long way to go 

 Unemployment Rate (UR) % of labor force (i.e. 1-UR is “employment rate”) 

 Labor Force Participation (LFP) is % of adult population 

 Employment-Population (EP) Ratio is simply LFP*(1-UR) 
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Initial jobless claims 

Source: Bloomberg and BofA Global Research estimates 

US: labor and housing 
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Risk sentiment: driving the market 

Source: Bloomberg and BofA Global Research estimates 

FX: USD on the weaker side 
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Source: Board of Governors of the Federal Reserve System, Bloomberg and BofA Global Research 

EUR and oil since 2012 

USD: longer-term perspectives  
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USD: still far too soon for debasement talk 

Source: Bank of International Settlements, International Monetary Fund, Bloomberg and BofA  Global Research 

Currency share of FX reserves USD and EUR usage in FX turnover  
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Source: Bloomberg and BofA Global Research estimates 

Europe: more incomplete recovery 

GDP forecasts 

80.0

85.0

90.0

95.0

100.0

105.0

Dec-19 Dec-20 Dec-21 Dec-22

New forecasts Pre-Covid forecasts/trend

Euro area GDP 4Q19=100 

0.5% below 4Q19 
3.7%  below pre-crisis scenario 

-12.0

-10.0

-8.0

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

2020 2021 2022

France Germany Italy Spain Euro area

GDP growth 
forecasts 

Narrowing growth differentials 



14 

Source: Bloomberg and BofA Global Research estimates 

ECB balance sheet as share of GDP 
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15 Source: Bloomberg and BofA Global Research 

China: growth and currency 

CNY 2021E will feature a strong 1H 
and weak 2H in yoy terms 
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China current account and Net 
Errors & Omissions rebound 

 

Source: Bloomberg and BofA Global Research estimates 

China FX reserves recover smartly from 
Q1 drawdown 

China: external balances 
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Fed’s balance sheet surpasses 
China in absolute USD terms 

Source: Bloomberg, Macrobond and BofA Global Research estimates 

Relative to GDP, US Fed balance sheet is 
also bigger than China 

US and China central bank balance sheets 
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USD: G5 

Source: Bloomberg and BofA  Global Research 

CAD and oil JPY and JP equities 

 Expect USD-JPY modestly lower: external balances, weaker USD 

 Expect USD-CAD linked with: oil, risk 

5000

10000

15000

20000

25000

30000

70

80

90

100

110

120

130

'08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20

USD-JPY (Left)

NKY (Right)

USD-JPY   NKY 

0

20

40

60

80

100

1200.90

1.00

1.10

1.20

1.30

1.40

1.50

'11 '12 '13 '14 '15 '16 '17 '18 '19 '20

USD-CAD (left)

Oil (right, reverse)

USD-CAD Oil (reverse) 



19 

GBP: Risk and Rates 

Source: Bloomberg and BofA  Global Research 
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GBP: Equilibrium under Brexit 

Note: Canada – the baseline scenario of skinny deal, and Australia – no-deal. We assume a move towards 2% inflation, a modest drop in terms of trade back towards 
average levels, trend growth in fiscal spending, rates at 40bp and 0bp respectively (Canada vs Australia) and the current account deficit at -4% (-6%). We shock the 
productivity input to be down 5% in the Canada scenario and down 7.5% in the Australia scenario.  
Source: Bloomberg and BofA  Global Research 

 

Equilibrium Estimate and Misalignment 
  Equilibrium Estimate Misalignment 

  GBP/USD EUR/GBP vs USD vs EUR 
No change 1.4 0.87 -8% -5% 

Canada 1.32 0.92 -3% 1% 
Australia 1.15 1.06 12% 14% 

          
NOTE: EUR/GBP assumes EUR/USD equilibrium at 1.22 
Source: BofA Global Research, Bloomberg  
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GBP: UK macro 

Source: Bloomberg and BofA  Global Research 

UK Growth outlook 
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GBP: Brexit choices and the long-term 

Source: Bloomberg and BofA  Global Research 

Scenario Description
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AUD: Risk and rates 

Source: Bloomberg and BofA  Global Research 
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AUD: Commodities  

Source: BIS, Bloomberg and BofA  Global Research 

AUD and metals AUD and commodity prices 
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USD: risk and EM currencies 

Source: Bloomberg and BofA  Global Research 

INR and BRL USD-MXN 

 “Higher beta” cuts in both directions 

 Oil prices crucial for many currencies around the world 

 Risk sentiment at recent odds with EM and COVID 
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G10 FX forecasts 

G10 FX Forecasts 

  Spot Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 
G3                     
EUR-USD 1.20 1.18 1.20 1.22 1.24 1.25 1.25 1.25 1.25 1.25 
USD-JPY 104 103 103 102 101 100 101 102 104 105 
EUR-JPY 124 122 124 124 125 125 126 128 130 131 
Dollar Bloc                     
USD-CAD 1.30 1.31 1.34 1.32 1.29 1.30 1.30 1.30 1.30 1.30 
AUD-USD 0.74 0.72 0.71 0.73 0.74 0.75 0.75 0.76 0.76 0.76 
NZD-USD 0.70 0.68 0.68 0.69 0.70 0.71 0.72 0.72 0.72 0.72 
Europe                     
EUR-GBP 0.90 0.92 0.92 0.93 0.94 0.94 0.93 0.92 0.92 0.91 
GBP-USD 1.33 1.28 1.30 1.31 1.32 1.33 1.34 1.36 1.36 1.37 
EUR-CHF 1.08 1.08 1.08 1.09 1.09 1.10 1.10 1.09 1.09 1.08 
USD-CHF 0.91 0.92 0.90 0.89 0.88 0.88 0.88 0.87 0.87 0.86 
EUR-SEK 10.17 10.30 10.10 10.00 9.80 9.70 9.70 9.70 9.70 9.70 
USD-SEK 8.50 8.73 8.42 8.20 7.90 7.76 7.76 7.76 7.76 7.76 
EUR-NOK 10.57 10.80 10.60 10.40 10.10 9.90 9.70 9.60 9.50 9.50 
USD-NOK 8.84 9.15 8.83 8.52 8.15 7.92 7.76 7.68 7.60 7.60 
S Forecast as of Nov-27-2020. Spot exchange rate as of Nov-27-2020. The left of the currency pair is the denominator of the exchange rate. Source: BofA Global Research 
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EM FX forecasts 

EM FX Forecasts 

  Spot Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 
Latin America                     
USD-BRL 5.34 5.30  5.10  5.10  5.10  5.10  5.10  5.10  5.10  5.00  
USD-MXN 20.04 20.50  21.10  21.70  21.90  22.00  22.20  22.50  22.70  23.00  
USD-CLP 767 760  760  770  780  770  750  750  760  760  
USD-COP 3,606 3,600  3,500  3,500  3,500  3,500  3,600  3,600  3,500  3,400  
USD-ARS 81.06 84.30  93.40  102.50  112.50  129.90  140.30  151.50  163.60  176.70  
USD-PEN 3.60 3.75  3.82  3.70  3.70  3.54  3.54  3.55  3.56  3.57  
Emerging Europe                     
EUR-PLN 4.49 4.45  4.40  4.40  4.30  4.30  4.30  4.30  4.30  4.30  
EUR-HUF 361 355  357  359  361  363  365  366  367  369  
EUR-CZK 26.19 26.25  26.00  25.75  25.50  25.00  25.00  25.00  25.00  25.00  
USD-UAH 28.53 27.50  27.00  27.00  27.00  27.00  27.00  27.00  27.00  27.00  
USD-RUB 76.00 72.00  71.00  70.00  69.00  68.00  68.00  68.00  68.00  68.00  
USD-ZAR 15.24 15.60  15.20  15.00  14.80  14.70  14.70  14.70  14.70  14.70  
USD-TRY 7.84 7.70  7.05  7.20  7.30  7.50  7.70  7.90  8.10  8.30  
EUR-RON 4.87 4.87  4.89  4.91  4.93  4.95  4.97  4.99  5.01  5.01  
USD-EGP 15.64 15.50  15.50  15.50  15.50  15.50  15.50  15.50  15.50  15.50  
USD-ILS 3.31 3.37  3.34  3.30  3.30  3.30  3.30  3.30  3.30  3.30  
USD-AED 3.67 3.68  3.68  3.68  3.68  3.68  3.68  3.68  3.68  3.68  
USD-KWD 0.31 0.28  0.28  0.28  0.28  0.28  0.28  0.28  0.28  0.28  
USD-SAR 3.75 3.75  3.75  3.75  3.75  3.75  3.75  3.75  3.75  3.75  
USD-QAR 3.69 3.64  3.64  3.64  3.64  3.64  3.64  3.64  3.64  3.64  
Asian Bloc                     
USD-KRW 1,103 1,115  1,090  1,065  1,055  1,045  1,035  1,025  1,035  1,045  
USD-TWD 28.53 28.70  28.50  28.30  28.20  28.10  28.00  27.90  28.00  28.10  
USD-SGD 1.34 1.35  1.32  1.31  1.30  1.30  1.29  1.28  1.28  1.29  
USD-THB 30.29 30.20  30.00  30.00  30.00  29.50  29.00  28.50  29.00  29.50  
USD-HKD 7.75 7.75  7.75  7.75  7.76  7.77  7.77  7.78  7.79  7.80  
USD-CNY 6.58 6.60  6.50  6.40  6.35  6.30  6.25  6.20  6.25  6.30  
USD-IDR 14090 14,200  14,100  14,100  14,000  14,000  13,900  13,800  13,900  14,000  
USD-PHP 48.08 48.50  48.00  47.50  47.00  47.00  46.50  46.50  47.00  47.00  
USD-MYR 4.07 4.14  4.10  4.05  4.00  3.95  3.90  3.85  3.85  3.80  
USD-INR 74.05 74.00  73.00  72.00  71.50  71.00  71.00  70.50  70.50  70.00  
Forecast as of Nov-27-2020. Spot exchange rate as of Nov-27-2020. The left of the currency pair is the denominator of the exchange rate. Source: BofA Global Research 
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Important Disclosures 

Due to the nature of strategic analysis, the issuers or securities recommended or discussed in this report are not continuously followed. Accordingly,  investors must regard this report as providing 
stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or securities. 

BofA Global Research personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America 
Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall profitability 
of the Bank’s sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible. 

BofA Securities fixed income analysts regularly interact with sales and trading desk personnel in connection with their research, including to ascertain pricing and liquidity in the fixed income 
markets. 
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Other Important Disclosures 

Prices are indicative and for information purposes only. Except as otherwise stated in the report, for the purpose of any recommendation in relation to: (i) an equity security, the price referenced is 
the publicly traded price of the security as of close of business on the day prior to the date of the report or, if the report is published during intraday trading, the price referenced is indicative of the 
traded price as of the date and time of the report; or (ii) a debt security (including equity preferred and CDS), prices are indicative as of the date and time of the report and are from various sources 
including BofA Securities trading desks. 

Officers of BofAS or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments. 

BofA Global Research policies relating to conflicts of interest are described at https://rsch.baml.com/coi "BofA Securities" includes BofA Securities, Inc. ("BofAS") and its affiliates. Investors 
should contact their BofA Securities representative or Merrill Global Wealth Management financial advisor if they have questions concerning this report or concerning the appropriateness of 
any investment idea described herein for such investor. "BofA Securities" is a global brand for BofA Global Research. 

Information relating to Non-US affiliates of BofA Securities and Distribution of Affiliate Research Reports: 
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Lynch (South Africa): Merrill Lynch South Africa (Pty) Ltd., regulated by The Financial Service Board; MLI (UK): Merrill Lynch International, regulated by the Financial Conduct Authority (FCA) and the 
Prudential Regulation Authority (PRA); BofASE (France): BofA Securities Europe SA is authorized by the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and regulated by the ACPR and the 
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and the Central Bank of Ireland (CBI); BofA Europe (Frankfurt): Bank of America Europe Designated Activity Company, Frankfurt Branch regulated by BaFin, the ECB and the CBI; Merrill Lynch 
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This information has been prepared and issued by BofAS and/or one or more of its non-US affiliates. The author(s) of this information may not be licensed to carry on regulated activities in your 
jurisdiction and, if not licensed, do not hold themselves out as being able to do so. BofAS and/or MLPF&S is the distributor of this information in the US and accepts full responsibility for 
information distributed to BofAS and/or MLPF&S clients in the US by its non-US affiliates. Any US person receiving this information and wishing to effect any transaction in any security discussed 
herein should do so through BofAS and/or MLPF&S and not such foreign affiliates. Hong Kong recipients of this information should contact Merrill Lynch (Asia Pacific) Limited in respect of any 
matters relating to dealing in securities or provision of specific advice on securities or any other matters arising from, or in connection with, this information. Singapore recipients of this 
information should contact Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, this information. 

General Investment Related Disclosures: 

Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of this 
report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Securities. 

This document provides general information only, and has been prepared for, and is intended for general distribution to, BofA Securities clients. Neither the information nor any opinion expressed 
constitutes an offer or an invitation to make an offer, to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, futures, 
warrants, and contracts for differences). This document is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial 
situation and the particular needs of, and is not directed to, any specific person(s). This document and its content do not constitute, and should not be considered to constitute, investment advice 
for purposes of ERISA, the US tax code, the Investment Advisers Act or otherwise. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and 
implementing investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized. Any decision to purchase 
or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the prospectus or other offering document issued in connection 
with such offering, and not on this document. 

Securities and other financial instruments referred to herein, or recommended, offered or sold by BofA Securities, are not insured by the Federal Deposit Insurance Corporation and are not 
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including, among 
others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. In some cases, securities and other financial instruments 
may be difficult to value or sell and reliable information about the value or risks related to the security or financial instrument may be difficult to obtain. Investors should note that income from 
such securities and other financial instruments, if any, may fluctuate and that price or value of such securities and instruments may rise or fall and, in some cases, investors may lose their entire 
principal investment. Past performance is not necessarily a guide to future performance. Levels and basis for taxation may change. 

Futures and options are not appropriate for all investors. Such financial instruments may expire worthless. Before investing in futures or options, clients must receive the appropriate risk disclosure 
documents. Investment strategies explained in this report may not be appropriate at all times. Costs of such strategies do not include commission or margin expenses. 

BofA Securities is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such action 
may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to executing any 
short idea contained in this report. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in such securities and instruments 
effectively assume currency risk. 
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UK Readers: The protections provided by the U.K. regulatory regime, including the Financial Services Scheme, do not apply in general to business coordinated by BofA Securities entities located 
outside of the United Kingdom. 

BofAS or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofAS or one of its affiliates may, at any time, 
hold a trading position (long or short) in the securities and financial instruments discussed in this report. 

BofA Securities, through business units other than BofA Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent with, and reach 
different conclusions from, the information presented herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical methods of the persons who 
prepared them, and BofA Securities is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this information. 

In the event that the recipient received this information pursuant to a contract between the recipient and BofAS for the provision of research services for a separate fee, and in connection 
therewith BofAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BofAS has contracted directly and does not extend beyond the 
delivery of this report (unless otherwise agreed specifically in writing by BofAS If such recipient uses the services of BofAS in connection with the sale or purchase of a security referred to herein, 
BofAS may act as principal for its own account or as agent for another person. BofAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, including 
transactions in any securities referred to herein. 

Copyright and General Information: 

Copyright 2020 Bank of America Corporation. All rights reserved. iQprofile℠, iQmethod℠ are service marks of Bank of America Corporation. iQdatabase® is a registered service mark of Bank of 
America Corporation. This information is prepared for the use of BofA Securities clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, 
without the express written consent of BofA Securities. BofA Global Research information is distributed simultaneously to internal and client websites and other portals by BofA Securities and is not 
publicly-available material. Any unauthorized use or disclosure is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others 
the contents, opinions, conclusion, or information contained herein (including any investment recommendations, estimates or price targets) without first obtaining express permission from an 
authorized officer of BofA Securities. 

Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
known to, professionals in other business areas of BofA Securities, including investment banking personnel. BofA Securities has established information barriers between BofA Global Research and 
certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses any legal 
proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of law relating to 
the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and employees may be 
plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this material that relate to any 
such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in connection with the legal 
proceedings or matters relevant to such proceedings. 

This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research policy 
prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing such rating, 
recommendation or investment thesis. 

Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek 
tax advice based on their particular circumstances from an independent tax professional. 
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The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content contained on 
such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA Securities. 
Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information to them. BofA 
Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 

All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without notice. 
BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is subject to applicable quiet periods. You 
should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein. 

Certain outstanding reports or investment opinions relating to securities, financial instruments and/or issuers may no longer be current.  Always refer to the most recent research report relating to 
an issuer prior to making an investment decision. 

In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or its 
security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial 
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit purchases 
of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 

Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
information. 
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