
1

We are increasingly confident in our constructive 
base case for the world economy in 2021 and 
beyond. In part, that reflects recent economic 

data. Around the world, the economic recovery after the col-
lapse in spring has been quite impressive. This shows a few 
things, notably that at least so far, there are few signs of 
permanent economic scarring one might expect from such 
a sharp contraction. It is becoming increasingly clear that 
there are now several ways of how daily life might return to 
something close to the pre-pandemic normal. These paths 
are no longer just potentially feasible but also increasingly 
visible. That is more than could have been said with much 
confidence three months ago.

Based on the experience of coronaviruses causing the com-
mon cold, getting quickly towards first-generation vaccines 
that might work was not a given.1 Given the vast resources 
deployed we hoped for as much, and had already included 
some relief over the course of 2021 into our forecasts. Set 
against this are the renewed, if somewhat more targeted, 
lockdown measures during the winter months in most of the 
Northern Hemisphere. Learning to cope with the virus was 
always likely to be an uneven process, but there are signs of 
progress. Alternative, quicker testing solutions have become 

available. Trends for therapeutics appear encouraging. As 
with vaccines, there is, of course, still the potential for plenty 
of setbacks, not least in terms of how quickly policymakers 
will prove able to use them well. 

Policymaking is one of the reasons why many question marks 
remain. With the U.S. elections finally behind us, the likely out-
come of a Biden administration with a Republican Senate has 
not significantly changed our forecasts. While there is a risk of 
fiscal-policy paralysis, the downside risk to economic forecasts 
is partly offset by the evidence so far that the U.S. economy 
has proved flexible enough to bounce back even as infection 
rates continued to rise. The picture is murkier in Europe. Still, 
the two-stage recovery we forecast this spring has, if anything, 
underestimated the initial strength of economic momentum 
somewhat. From now onward, we have penciled in a soften-
ing of momentum. We expect many of the measures to contain 
the virus to remain for months, not weeks. That said, we do 
not expect a broad third or fourth wave of nationwide lock-
downs. We believe this strengthens the prospects of a year 
2021 with above-potential growth, and even growth in 2022 
could be decent. In our view, inflation should not be an issue 
of 2020 nor 2021.

The beginning of the pandemic's end?
 

We are increasingly confident in our constructive base case for the world economy in 2021 and 
beyond, but plenty of question marks remain.

Johannes Müller 
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_ Learning to cope with the virus was always likely to be 
an uneven process, but there are signs of progress.

_ So far, there are few signs of permanent economic scar-
ring one might expect from such a sharp contraction.

_ The economic rebound of recent months hints at a 
bright future ahead, once lockdown measures are fully 
lifted.
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With gloomy headlines on the rise again now, all this might 
sound a bit too good to be true, by the time you read this. 
We would certainly not wish to downplay the role of senti-
ment effects, merely suggest that in another three months, 
the headlines and the sentiment might already be very differ-
ent. In his book "Narrative Economics," the economist Robert 
Shiller describes how perceptions and the stories we tell each 
other can drive economic events.2 Some of his most striking 
and timely examples concern "the 1918 flu pandemic, often 
called the Spanish flu, [which] cost more lives than World War 
I" (p.108). Prior to Covid-19, the period from 1920 to 1921 was 
"the sharpest depression (meaning the fastest decline and 
recovery) in U.S. history since the advent of modern statistics," 
Shiller writes (p. 242). In marked contrast to perceptions of the 
Great Depression a decade later, this "Forgotten Depression" 
was swiftly followed by a sharp recovery, starting in 1921. It 
was seen as "a transitional phase back to normalcy after a war 
and an influenza epidemic," Shiller concludes (p. 252).
 
What to make of any such historic analogy? Clearly, not too 
much at the outset of a once-in-100-years crisis. As far as the 
U.S. is concerned, that "Forgotten Depression" of 1920 con-
stituted a sample size of one – not enough, as any first-year 
undergraduate of statistics will know, to draw meaningful 
inferences from. The picture becomes quite bleak, once the 
experience of other industrialized countries during the 1920s 
is considered alongside the economic boom in the U.S. (where 
it soon came known as "The Roaring 20s," as chronicled by F. 
Scott Fitzgerald in "The Great Gatsby"). 

Clearly, a lot has changed since then but not, perhaps, the 
capacity of economic commentators to be led astray by the 
most recent data or the moment's most compelling narra-
tive. The economic rebound of recent months hints at a bright 

future ahead, once lockdown measures are fully lifted – "a 
transitional phase back to normalcy," to use Shiller's wording. 
Still, we would warn readers not to place too much reliance 
on any particular bit of news, whether it appears positive or 
negative. It is far too early to say whether any of the first gen-
eration of vaccines will offer sterilizing immunity – that is pre-
vent those vaccinated not just from getting sick but also from 
spreading the virus.3 Worse still, as Nassim Taleb pointed out 
15 years ago, investors are not the only ones to be frequently 
"Fooled by Randomness."4 When it comes to complicated sci-
entific matters such as late-stage clinical trials, journalists and 
especially their headline writers may sometimes make pretty 
elementary mistakes. A perennial favorite is to confuse the 
absence of evidence with the evidence of absence.

Early results of the first large-scale vaccine trials were widely 
touted with eye-catching headlines. However, these were 
interim and partial results, released via press release. The 
data had been collected a mere seven days after the second 
dose was administered. It revealed 94 symptomatic cases, of 
which 86 appear to have been in the group that had been 
given the placebo instead of the vaccine.5 The next release 
suggested that effectiveness might be even higher than ini-
tially thought, as did data from a competing vaccine also 
under development.6 Rather than focusing on the specific per-
centages and small changes in how high effectiveness seem 
in any particular cohort, this should serve as a reminder of the 
role randomness necessarily plays in such trials. Pharmaceuti-
cal companies structure their trials so as to extract as much 
information as possible from early data. Still, we believe it will 
take quite a bit of time, and a lot more data, to see whether 
any one particular vaccine will prove both safe and "highly 
effective." Let alone mark a decisive turning point in the fight 
against Covid-19.7 
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2 Shiller, R. (2019) "Narrative Economics: How Stories Go Viral and Drive Major Economic," Princeton University Press
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tGLOSSARY

Fiscal policy describes government spending policies that influ-
ence macroeconomic conditions. Through fiscal policy, the 
government attempts to improve unemployment rates, control 
inflation, stabilize business cycles and influence interest rates 
in an effort to control the economy. 

The Great Depression was the deepest and longest-lasting  
economic downturn in the history of the Western industrialized 
world.

The Republican Party (Republicans), also referred to as Grand 
Old Party (GOP), is one of the two major political parties in the 
United States. It is generally to the right of its main rival, the 
Democratic Party.

The United States Senate is a legislative chamber consisting 
of 100 Senators, with each state being represented by two 
Senators. Senators are elected for six year, overlapping terms 
in their respective state.
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Important Information
DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they operate their business activities. The respective 
legal entities offering products or services under the DWS brand are specified in the respective contracts, sales materials and other product 
information documents. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively "DWS") 
are communicating this document in good faith and on the following basis.

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before 
making an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments 
and strategies described or provided by DWS Group, are appropriate, in light of their particular investment needs, objectives and financial 
circumstances. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, recommendation or 
solicitation to conclude a transaction and should not be treated as giving investment advice.

The document was not produced, reviewed or edited by any research department within DWS and is not investment research. Therefore, laws 
and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions expressed by other 
legal entities of DWS or their departments including research departments. 

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing 
communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading prior to 
the publication of financial analyses.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, 
opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author's judgment as of the 
date of this document. Forward looking statements involve significant elements of subjective judgments and analyses and changes thereto and/or 
consideration of different or additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps 
materially, from the results contained herein. No representation or warranty is made by DWS as to the reasonableness or completeness of such 
forward looking statements or to any other financial information contained in this document. Past performance is not guarantee of future results.

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee the accuracy, 
completeness or fairness of such information. All third party data are copyrighted by and proprietary to the provider. DWS has no obligation to 
update, modify or amend this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, 
forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income and 
principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any point in 
time. Furthermore, substantial fluctuations of the value of any investment are possible even over short periods of time. The terms of any invest-
ment will be exclusively subject to the detailed provisions, including risk considerations, contained in the offering documents. When making an 
investment decision, you should rely on the final documentation relating to any transaction. 

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of 
assumptions which may not prove valid. DWS or persons associated with it may (i) maintain a long or short position in securities referred to 
herein, or in related futures or options, and (ii) purchase or sell, make a market in, or engage in any other transaction involving such securities, 
and earn brokerage or other compensation.

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding 
the tax consequences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS. The 
relevant tax laws or regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with respect to 
any tax implications on the investment suggested.

This document may not be reproduced or circulated without DWS written authority. The manner of circulation and distribution of this document 
may be restricted by law or regulation in certain countries, including the United States.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be contrary 
to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within 
such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions.
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