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Main events of the previous week 

In the US Congress, an agreement was reached on a new package of measures to 

help the country's economy amid a pandemic in the amount of almost $ 900 billion. 

The relief package will include $600 in direct payments to most Americans and 

would establish $300 per week in temporary supplemental jobless benefits. The 

package also includes measures to support businesses, schools, healthcare 

providers and tenants facing eviction threats due to inability to pay their rent bills. 

The Democratic-led House of Representatives is expected to vote on the legislation 

on Monday, December 21st. 

An electoral college vote, held December 14 in all 50 states and the metropolitan 

area of Columbia, confirmed Joe Biden's victory, ending a long-running dispute over 

the outcome of the US presidential election. As predicted by all post-election day 

results, the Democratic candidate received 306 electoral votes, Donald Trump 232. 

Electoral College voting is generally considered a formal procedure, even though, 

under the US Constitution, it is the electors who decide who will take the post of 

president of the country. Yet this year, the official announcement of the election 

results was followed with special attention, as Donald Trump still has not admitted 

defeat, claiming that the vote was accompanied by massive fraud. 

On their last meeting in 2020, the US Federal Reserve kept its base interest rate at 

0-0.25%. The Open Market Committee has decided to maintain the target range for 

the federal funds rate at 0-0.25% and expects that it will be appropriate to maintain 

this target range until labor market conditions reach levels in line with the 

committee's estimates for maximum employment, and inflation growth - a target 

of 2%. In addition to maintaining rates at current levels, the Fed plans to continue 

buying at least $80 billion in Treasury bonds monthly, as well as Mortgage-backed 

Securities (MBS) at least $40 billion monthly in the coming months until significant 

progress is made in terms of maximum employment and price stability. The 

American regulator also noted that economic activity and employment continued 

to recover, but remain well below the levels of early 2020. The US Federal Reserve 

has improved forecasts for unemployment and GDP and also retained its forecast 

for inflation in 2020. The forecast for a fall in GDP this year has been improved 

compared to September forecast: 2.4% instead of 3.7%. Growth forecast for 2021 

was revised from 4% to 4.2%. In addition, changes were made to the data on 

unemployment. If the forecast was 7.6% in September, now it has dropped to 6.7%. 

For the next year, it changed from 5.5 to 5%. At the same time, the inflation forecast 

for 2020 did not change and remained at the level of 1.2% and for the next year it 

was adjusted from 1.7 to 1.8%. The forecast for core inflation (net of seasonal 

fluctuations) for the current year was lowered to 1.4 from 1.5%, and for 2021 it was 

raised to 1.8 from 1.7%. The press service of the regulator also said that the Fed 

intends to continue the purchase of assets in the amount of at least $120 billion per 

month until significant progress is achieved in employment and inflation. 

The Bank of Japan on their December meeting kept the interest rate at the negative 

level - minus 0.1%. Eight participants in the meeting were in favor of maintaining a 

negative interest rate, one - against. The regulator also decided to extend the 

additional repurchase of commercial paper and corporate bonds for six months, 

until the end of September 2021. The maximum redemption volume is about 20 

trillion yen in total. In addition, the regulator plans to buy an unlimited number of 

government bonds and continue to target the yield on 10-year government bonds 

at a level close to 0%. The Japanese central bank also kept the annual volume of 

exchange-traded fund (ETF) buybacks at around 12 trillion yen and real estate 

investment trust (J-REITs) assets at around 180 billion yen. In the short and long 

term, the Japanese Central Bank expects rates to remain at the current or lower 

level. 
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Responsibility disclaimer regarding financial market reviews 

The author of this review is JSC Baltic International Bank (Registration No. 40003127883, legal address: 43 Kalēju Street, Riga, LV-1050, Latvia) (the ‘Bank’). This review was created for informational 

purposes only and cannot be considered as an offer or recommendation for the purchase, holding or sale of securities, or as an investment recommendation, investment research or investment 

advice. Investment services, including investments in financial instruments, are associated with the risks described in the document ‘Characteristics of Financial Instruments and Inherent Risks’. The 

document can be found on the home page of Baltic International Bank at https://www.bib.eu/en/documents. The Bank and the persons associated with it and its employees shall not be liable for 

direct or indirect losses of the persons who have read this review as well as for the penalties imposed on said persons even if there is a warning about their possible application. Those who have 

read this review should fully base their investments on their own assessment of the circumstances affecting investments. Responsibility for the decisions made based on the information contained 

in this review lies entirely and exclusively with the person who has read this review. The information referred to in this review was obtained from publicly available sources, and the Bank and its 

employees shall not be responsible for the accuracy and completeness of the information received and provided in this review, as well as for inaccuracies or errors made in this review. The Bank may 

also have information not reflected in this review. The issuers mentioned in this review are not familiar with its contents. The Bank notifies that at the time of writing this review as well as in the future 

the Bank may enter into legal relations with the companies named in this review. In this regard, the Bank may have a conflict of interest that affects the objectivity of this review. The Bank reserves 

the right to conduct transactions in securities and financial instruments specified in this review not being guided by the information specified in it. The Bank’s Compliance Control Department 

ensures that the Bank’s employees avoid conflicts of interest. The Bank is supervised by the Financial and Capital Market Commission of the Republic of Latvia. 
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Economic data 

US. Retail sales in November fell 1.1% versus October, while retail growth was 

expected to slow by 0.3%. In turn, excluding data on gasoline and car sales from the 

indicator, retail sales in November decreased by 0.9%. 

The number of initial jobless claims for the week was registered in the amount of 

885 thousand, which is 23 thousand more than the week before and 85 thousand 

more than analysts predicted. 

According to the results of the primary assessment of the PMI business activity 

index in December, the indicator decreased by 2.9 points and amounted to 55.7. Of 

the indicators that make up the index, business activity in the service sector was 3.1 

points lower, while the state of the manufacturing sector decreased by 0.2 points. 

Eurozone. According to the results of the initial assessment of the PMI business 

activity index in December, the indicator increased by 4.5 points and amounted to 

49.8. Of the indicators that make up the index, business activity in the service sector 

was 5.6 points higher, while the state of the manufacturing sector increased by 1.7 

points. 

The consumer price index in November fell by 0.3% compared to October, and the 

annual inflation rate was also -0.3%. The growth of the core inflation rate excluding 

food and energy in November amounted to 0.2% y/y. 

China. Industrial production in November, as expected, increased by 7% compared 

to November 2019. 

Retail sales in November increased by 5% compared to November 2019, while the 

growth rate of retail trade was expected to be 5.2%. 

The unemployment rate in November fell by 0.1 percentage points and amounted 

to 5.2%. 

 

Key events this week 

 On Wednesday, the US will report on personal income and expenses of 

Americans in November, as well as changes in oil reserves for the week. 

 On Thursday, the US is to publish data on sales of durable goods in 

November, as well as the number of initial jobless claims for the week. 

 

 

 

 

 

 

 


