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Quarterly Macro Report - 1st Quarter 2022

The Omicron variant was a reminder that the coronavirus will likely be on our 
minds for years to come - however, its economic impact is becoming smaller and 
smaller. The main question for 2022 is whether the overheating tendencies in the 
global economy will continue – or whether last year’s recovery rally will be followed 
by a great void. For the time being, overheating seems to be the bigger risk.

The appearance of the Omicron variant last No-
vember was a reminder that the coronavirus has 
not yet admitted defeat. However, thanks to the 
seasonality of the virus, it seems probable that the 
economic impact will be limited in time and scope.

The big question for 2022 is thus rather the fol-
lowing: Do we have to continue to expect high in-
flation rates, because the economy continues to 
overheat - bringing central banks under pressure 
to react more quickly than initially estimated and 
potentially causing significant headwinds for fi-
nancial markets? Or will the combination of tighter 
monetary and fiscal policy, a normalization of con-
sumer demand, and greatly expanded capacity 
provide for a hangover after last year`s catch-up 
party? Or will - that would be the ideal case -  
economic growth rates normalize gently, allowing 

central banks to adjust their support policies just 
as gently while financial markets will hardly be dis-
turbed in their optimism? 

For the time being, the leading indicators conti-
nue to point towards a positive development of the 
global economy. As a result, the current bottle-
necks on the US labor market could tighten further. 
Already, wages are rising, which is reflected in the 
inflation rate. In December, US inflation accelerated 
to 7 percent, a level last reached at the end of the 
high-inflation phase of the 1970s. Rising wages and 
housing costs indicate that inflation will remain well 
above the central bank target of 2 percent in 2022.

Inflation risks do not only exist in the USA. In 
December, inflation in the euro zone also accele-
rated. With a rise in core inflation by 2.6 percent 
and service inflation by 2.7 percent, inflation pres-
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Fig. 1: Omicron dampens economic outlook only in the short term

Source: Refinitiv, WPuls

The Omicron variant is weighing on the 

economic growth in the short term. 

However, it should not greatly impact 

the economic outlook over the next 6 

months. Growth rates should remain 

above trend, only limited by increasing 

bottlenecks in the labor markets.
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sures in Europe are increasingly broadly based 
and thus challenging the narrative of the alleged 
«temporary nature» of the price increases. 
Amongst the European member states, however, 
major differences persist: In Portugal, the overall 
inflation rate registered at 2.7 percent in Decem-
ber, while in Spain it was at 6.5 percent.

Federal Reserve acknowledges inflation risks
With inflation at 7 percent, the US central bank Fe-
deral Reserve has finally acknowledged reality 
and announced its intentions towards a more rigo-
rous approach. Already before Christmas last year 
the Fed communicated a more rapid reduction to 
its bond-buying-program, thus ending it by the 
end of March. At the same time, the members of 
the decision-making body (FOMC) expect three 
interest rate increases of 0.25 percentage points 
each by the end of 2022. Considering the strong 
words spoken by Fed president Jay Powell regar-
ding inflation risks, the exit plan remains surpri-
singly cautious overall. Current actions are thus 
strangely at odds with communications. Why is 
the Fed still buying bonds when the economy is in 
danger of overheating? And will three small inter-
est rate steps by 2022 be enough to cool down an 
overheated economy? Probably not. 

On its part, the European Central Bank (ECB) re-
mains reluctant to acknowledge the inflation risks 
until now. However, given the increasing bottle-
necks in the labor market also in Europe, higher 
wages could keep inflation high and force the ECB 
to act.

Current Fed actions are strangely at 
odds with communications. 

Source: Refinitiv, WPuls

More support from China`s authorities?
China`s economy has been battered by the pan-
demic, turbulences on the real estate market and 
an energy crisis. At the same time, the Chinese 
authorities have so far been reluctant to support 
the economy. Lending has remained modest. The 
energy crisis seems to have been overcome, but 
the zero-covid strategy and the deliberate cooling 
of the real estate sector are still weighing on the 
economy in 2022. The bright spot continues to be 
the high demand from abroad, driving exports to 
record highs.

Table 1: Macroeconomic estimates (in %)

GDP Growth Inflation Interest 
Rates 

Money 
Growth M2 

Trend 2021F 2022F 2021F 2022F Q4 2021 2021

USA 1.6 5.8 3.4 4.5 5.2 0.25 15.3

Eurozone 1.0 5.5 3.3 2.5 4.3 -0.50 10.0

UK 1.6 7.6 4.5 2.5 4.0 0.25 10.0

Switzerland 1.4 3.7 2.7 0.5 1.2 -0.75 4.7

Japan 1.0 1.7 2.1 0.0 0.7 -0.10 6.9

China 4.5 8.5 5.2 1.3 2.3 4.35 3.5

Brazil 1.1 5.1 1.3 7.9 7.5 9.25 -1.3

India 5.0 10.8 9.6 5.5 6.5 4.00 12.8

Russia 1.0 5.9 2.6 5.8 5.0 8.50 13.7

World 2.9 5.5 4.0 4.4 4.7 - 6.4
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Fig. 4: Turkish Lira in free fall
Exchange rate US-Dollar versus Turkish Lira, including Purchase Power Parity

Source: Refinitiv, WPuls

In the past year, the Turkish lira has lost 

almost 50 percent of its value. As a re-

sult, inflation broke through the 36 per-

cent mark in December. Nevertheless, 

President Erdogan maintains his stan-

ce that high interest rates fuel inflation 

and thus must be avoided. This led to 

the resignation of the finance minister 

while the central bank bowed to Erdo-

gan`s demands, lowering the key inter-

est rate again to 14 percent. It also re-

sumed its currency market 

interventions.

120

140

160

180

200

220

2000 2005 2010 2015 2020

Fig. 3: Prices of used cars in the USA skyrocket
Indexed price of used cars in the US

Source: Refinitiv, WPuls

US inflation rates reached 7 percent at 

the end of 2021. Among the drivers 

were used cars. The production of cars 

was especially hampered in 2021 by 

the shortage of semiconductors. At the 

same time, plenty of savings led Ameri-

can consumers to spend their money. 

As no repetition of the price increase 

can be expected in 2022, this part of 

the inflation pressure will decrease. 

However, higher wages and living 

costs will keep US inflation rates high. 
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Fig. 2: China with Covid deadlock
Cumulated positive cases since start of the outbreak

Source: Our World in Data, WPuls

Despite the lockdown of Xi’an, a city of 

13 million people, the spread of the vi-

rus has not yet been stopped. Accord-

ing to the official narrative, the out-

break in Xi’an is still caused by the 

delta variant. The highly contagious 

Omicron variant is thus likely to pose 

even greater challenges. Some shift 

away from the zero-covid strategy after 

the Olympics is becoming more likely. 

Global inflationary pressures could rise 

further due to production bottlenecks.



4Perpetual Wealth Quarterly Macro Report

Foreign Exchange
While 2021 was marked by strong movements on 
the financial markets, currency markets – with ex-
ceptions such as the Turkish Lira – were surpri-
singly calm. Among the winners last year was the 
US dollar, increasing more than 5 percent against 
a basket of major currencies. However, also the 
Swiss franc has continued its nominal appreciati-
on. Due to the persistently low inflation in Switzer-
land, the fair exchange rate has appreciated even 

The Brazilian central bank responded 
with seven interest rate hikes in 2021.  

tember. The central bank responded with seven 
interest rate hikes in 2021 raising rates to 9.25 per-
cent. This seems to have given support to the Bra-
zilian Real, which experienced a significant deva-
luation in the first year of the pandemic. In 2021 
however it stabilized around 5.5 against the US 
dollar, albeit with volatile swings.    
  
Russian Ruble with difficulties
Despite high commodity prices, the Russian eco-
nomy is still struggling. In the course of 2021, infla-
tion has picked up significantly, approaching dou-
ble digits. With unemployment at 4.3 percent – the 
lowest level since 2019 – the Russian central bank 
decided to have enough leeway to fight price 
pressures with yet another rate hike to 7.5 percent. 
In comparison, at the beginning of 2021, the key 
interest rate was still at 4.25 percent. Geopolitical 
dynamite is lurking on the Ukrainian border: Rus-
sia recently began to increase its military capaci-
ties in the border regions. This has exacerbated 
military tensions with the U.S., which has been 
supporting Ukraine`s territorial independence. 
The Russian Ruble has displayed a lot of volatility 
throughout 2021 but has not further lost value.
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Fig. 5: FX performance and valuations

Source: Refinitiv, WPuls

further against most currencies. The Euro on the 
other hand has weakened over the course of 2021 
both against the US dollar and the Swiss franc.

Brazil inflation taking off
Brazil`s economy remains on shaky ground. Most 
recently, poor weather conditions caused a sharp 
rise in energy prices, further fueling the already 
heightened price momentum. In 2021, inflation has 
almost tripled, registering double digits since Sep-
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Disclaimer
This his report has been exclusively prepared and published by WPuls AG 

for Perpetual Wealth AG. This publication is for your information only and is 

not intended as an offer, or a solicitation of an offer, to buy or sell any invest-

ment or other specific product. The analysis contained herein is based on 

numerous assumptions. Different assumptions could result in materially dif-

ferent results. Certain services and products are subject to legal restrictions 

and cannot be offered worldwide on an unrestricted basis. Although all in-

formation and opinions expressed in this document were obtained from 

sources believed to be reliable and in good faith, no representation or war-

ranty, express or implied, is made as to its accuracy or completeness. All in-

formation and opinions indicated are subject to change without notice. 

Some investments may not be readily realizable if the market in certain se-

curities is illiquid and therefore valuing such investments and identifying the 

risks associated therewith may be difficult or even impossible. Trading and 

owning futures, options, and all other derivatives is very risky and therefore 

requires an extremely high level of risk tolerance. Past performance of an in-

vestment is no guarantee for its future performance. Some investments may 

be subject to sudden and large falls in value and on realization you may re-

ceive back less than you invested or may be required to pay more. Changes 

in foreign exchange rates may have an adverse effect on the price, value or 

income of an investment. We are of necessity unable to take into account 

the particular investment objectives, financial situation and needs of our in-

dividual clients and we recommend that you take financial and/or tax advice 

as to the implications (including tax liabilities) of investing in any of the 

products mentioned herein. This document may not be reproduced or circu-

lated without the prior authorization of Perpetual Wealth AG or WPuls AG. 

Perpetual Wealth AG and WPuls AG. expressly prohibits the distribution and 

transfer of this document to third parties for any reason. Neither Perpetual 

Wealth nor WPuls AG. will not be liable for any claims or lawsuits from any 

third parties arising from the use or distribution of this document. This re-

port is for distribution only under such circumstances as may be permitted 

by applicable law.
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