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Looking past the noise in the short-term, the following forces may prove to be pivotal

in shaping the course of markets over the next 12 months:

 

The economic recovery

 

Is it a V? Is it a U? Regardless of what letter we assign to it, a steady economic

recovery is already underway globally as highlighted by third quarter GDP data from US,

Europe, and China. These economies, however, are still recovering from the contraction

earlier in the year and are far from making new gains compared to pre-pandemic levels.

This process is expected to continue and, if the recent vaccine announcements deliver on

their promise, growth could accelerate in 2021 – supported further by a US fiscal

stimulus. Sectors distressed due to lockdowns, such as energy, travel and leisure,

financials, and real estate will likely take a much-needed sigh of relief.

 

With growth comes inflation

 

As economic activity gathers steam, inflation is likely to rise. This too is happening

already and will probably continue in the year ahead. With central banks – notably the

US Federal Reserve (Fed) – expected to remain accommodative allowing inflation to rise

beyond the usual 2% target, investors will need to consider how to grow or preserve the

real value of their assets. Broad commodities and gold are likely to be best placed to

complement equities in diversified portfolios to achieve an inflation hedge. This will

be especially true as dollar weakness may persist on account of the Fed remaining

accommodative in the year ahead.

 

China’s 14th 5-year plan

 

In its recently announced 5-year plan for 2021-2025, China’s ‘dual circulation policy’

aims to tap into growth from both the domestic economy as well as international trade. A

renewed focus on science, technology, and innovation has been emphasised with mentions

of semiconductor chips, 5G, artificial intelligence, and autonomous vehicles as key

building blocks. This bodes well for the raw materials which feed these technologies,

i.e. industrial metals such as copper, nickel, and silver to name a few. Potentially

better US-China ties under Joe Biden’s leadership may provide tailwinds to this

commodity sector.

 

Thematic shifts are unlikely to reverse

 

In some ways, the global pandemic accelerated certain megatrends – e.g. the need for

improved connectivity and cloud computing applications to enable numerous economic

activities to continue operating effectively – even during lockdowns. Improvement in air
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quality for many cities – as cars, trains, and airplanes got parked – has catalysed the

discussion around cleaner sources of energy sparking investor interest in things like

battery solutions driving the electric vehicle revolution. Many such shifts are expected

to continue progressing even in a post-pandemic world.

 

 

Related blogs

+ Copper – Inducing a sustainable future

+ A moment in markets – Dollar weakness bodes well for commodities

 

Related products

+ WisdomTree Cloud Computing UCITS ETF - USD Acc

+ WisdomTree Artificial Intelligence UCITS ETF – USD Acc

+ WisdomTree Battery Solutions UCITS ETF USD Acc

+ ICBCCS WisdomTree S&P China 500 UCITS ETF Class B - USD

View the online version of this article here.
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Important Information

 

Marketing communications issued in the European Economic Area (“EEA”):         This

document has been issued and approved by WisdomTree Ireland Limited, which is authorised

and regulated by the Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA:         This

document has been issued and approved by WisdomTree UK Limited, which is authorised and

regulated by the United Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as

“WisdomTree” (as applicable). Our Conflicts of Interest Policy and Inventory are

available on request. 

For professional clients only. The information contained in this document is for

your general information only and is neither an offer for sale nor a           

solicitation of an offer to buy securities or shares. This document should not       

be used as the basis for any investment decision. Investments may go up or down

in value and you may lose some or all of the amount invested. Past performance

is not necessarily a guide to future performance. Any decision to invest should

be based on the information contained in the appropriate prospectus and after          

seeking independent investment, tax and legal advice. 

The application of regulations and tax laws can often lead to a number of            

different interpretations. Any views or opinions expressed in this communication

represent the views of WisdomTree and should not be construed as regulatory, tax

or legal advice. WisdomTree makes no warranty or representation as to the          

accuracy of any of the views or opinions expressed in this communication. Any           

decision to invest should be based on the information contained in the          

appropriate prospectus and after seeking independent investment, tax and legal        

advice.

This document is not, and under no circumstances is to be construed as, an advertisement

or any other step in furtherance of a public offering of shares or securities in the

United States or any province or territory thereof. Neither this document nor any copy

hereof should be taken, transmitted or distributed (directly or indirectly) into the

United States. 

Although WisdomTree endeavours to ensure the accuracy of the content in this document,

WisdomTree does not warrant or guarantee its accuracy or correctness. Where WisdomTree

has expressed its own opinions related to product or market activity, these views may

change. Neither WisdomTree, nor any affiliate, nor any of their respective officers,

directors, partners, or employees accepts any liability whatsoever for any direct or

consequential loss arising from any use of this document or its contents.
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