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Is an inflation revival underway? 
 
 
2021 has already been marked by several 
significant events 
 
In the US we have a new president with a more inclusive 
and less protectionist agenda. 
A massive global roll-out of COVID-19 vaccines is 
underway, with early evidence showing vaccination 
programs will likely be successful in containing the 
pandemic. 
 
At the same time, the monetary and fiscal boost created 
by the expansionary policies of central banks and 
governments in 2020, combined with changed consumer 
behaviour due to the pandemic, have resulted in a rise in 
inflationary expectations and higher inflation prints. 

Data shows a change to recent low and 
stable Eurozone inflation  

In January, Eurozone inflation jumped to 0.9% year-on-
year (compared to -0.3% YoY in December). The January 
print of core inflation saw an acceleration to 1.4% on an 
annual basis.  

 

Germany’s VAT holiday comes to an end 

After years of stable low inflation, Germany registered a 
+1.6% annual increase in January CPI, compared to a 0.7% 
price decline YoY the prior month. Much of this can be 
attributed to the end of Germany’s Covid-19 stimulus 
program VAT cut. In addition, the rise in prices was 
influenced by delays in winter sales, higher energy prices 
and annual revisions to the CPI basket. 

Italy’s new government is poised to take 
action 
 
The recent change of the Italian government has resulted 
in the former president of the ECB taking over as prime 
minister. The “Draghi effect” has caused the 10-years 
BTP/Bund yield spread to tighten to 91 basis points, a 
level never seen before 2015. 
 
There are now signs that the new goverment will be able 
to deploy EU funds in a more efficient mannner. The 
country has only deployed 38% of the €44bn in EU funds 
available since 2014.  
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Having tumbled due to the pandemic, Eurozone 
inflation jumped in January  
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91 bps 

Italian BTP yields fall to record low as investors 
back Draghi 



The annual Euro CPI basket component revision reflected the changes in spending caused by the pandemic. Weights shifted 
in favour of food and non-energy industrial goods while the basket weight fell for services and energy, sectors which have 
been depressed by national lockdowns. 

In the event of an exit from lockdown, it is possible that there will be an upward push on prices once there is a restart in the 
hospitality and transport sectors of the economy. 
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An American spending spree 
 
In America President Biden has pressured congressional 
legislators to pass a stimulus package of US$1.9 trillion, 
prompting yields on 30-years US bonds to reach their highest 
level in over a year, returning to pre-COVID crisis levels at more 
than 2%. 
 
US inflation expectations, measured by 10-year break-evens, 
rose to 2.21% in early February - the highest level since 2014. 
 
The US manufacturing and services PMI index also rose sharply 
in January, touching 59.1 - the highest since 2018. 
 

 

 

 

China is bouncing back 

 
The world’s second largest economy expanded 2.3% in 
2020, the only major economy to show a positive number 
last year. 
 
Thanks to an early exit from national lockdowns, 
industrial production was a particularly big driver of 
growth, jumping 7.3% in December from a year earlier.  
Looking ahead to 2021, it is likely that the Chinese 
recovery will continue, with double-digit growth 
estimates are forecasted for the first quarter. 
 
 
 

 

These changes will likely instigate a 
reversal of the recent trends of low 
interest rates and stable inflation. 
Deflationary headwinds over the last 
three decades have been primarily due 
to an enormous surge in the world's 
available labour supply, owing to very 
favourable demographic trends and the 
entry of China and Eastern Europe into 
the world's trading system. 
 
Whatever happens next, it appears 
that the trend of stable and low 
inflation is over. 
 

Euro area HICP basket weights and inflation     

 Basket weight  Annual inflation rate 

  Dec-20 Jan-21     change  Dec-20 Jan-21 change 

Services 44.87% 41.97% 
 

 0.70% 1.40%  

Non-energy industrial goods  26.21% 26.77%   -0.50% 1.40%  

Food, alcohol & tobacco 19.07% 21.76%   
1.30% 1.50%  

Energy 9.85% 9.49%   -6.90% -4.10%  

2.21% 

Data: Tabula/Bloomberg, 12 February 2021 

Data: Tabula/Eurostat, 12 Februray 2021 
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Important information 
 
This document is issued by  Tabula Investment Management Limited (“Tabula”), authorised and regulated by the Financial Conduct Authority (“FCA”).  Tabula is a 
private limited company registered in England and Wales (Registered no. 11286661). Registered address: 10 Norwich Street, London, EC4A 1BD. Business address: 
Sixth Floor, 55 Strand, London WC2N 5LR 
 
This Document comprises an institutional presentation (the “Presentation”) which has been prepared by and is the sole responsibility of Tabula Investment 
Management Limited (the “Company”).  This Presentation does not constitute or form part of an admission document, listing particulars or a prospectus relating to 
the Company or any offer for sale or solicitation of any offer to buy or subscribe for any securities nor shall it or any part of it form the basis of or be relied on in 
connection with, or act as any inducement to enter into, any contract or commitment whatsoever or constitute an invitation or inducement to engage in investment 
activity under section 21 of the UK Financial Services and Markets Act 2000 (as amended). 
 
This presentation does not constitute a recommendation regarding any decision to sell or purchase securities in the Company. Notwithstanding the above, in the 
United Kingdom, this Presentation is only being given to persons reasonably believed by the Company to be investment professionals within the meaning of 
paragraph (5) of Article 19 persons in the business of disseminating information within the meaning of Article 47 of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (SI 2005/1529) or to high net worth  companies or unincorporated associations within the meaning of paragraph (2)of Article 49 of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (SI 2005/1529), and the proposed offer will only be available to such persons who are 
also qualified investors within the meaning of section 86(7) FSMA purchasing as principal or in circumstances under section 86(2) FSMA. 
 
This Presentation is only being sent to persons reasonably believed by the Company to be investment professionals or to persons to whom it may otherwise be 
lawful to distribute it. If you are not such a person (i) you should not have received this Presentation and (ii) please return this Presentation to the Company's 
registered office as soon as possible and take no other action. If you are not such a person you may not rely on or act upon matters communicated in this 
Presentation. By accepting this Presentation, the recipient represents and warrants that they are a person who falls within the above description of persons entitled 
to receive this Presentation. This document has not been approved by an authorised person under Section 21 of the Financial Services and Markets Act 2000 
(“FSMA”). 
 
This Presentation is not intended to be distributed, or passed on, directly or indirectly, to any other class of person and in any event under no circumstances should 
persons of any other description rely or act upon the contents of this Presentation. This Presentation and its contents are confidential and must not be distributed or 
passed on, directly or indirectly, to any other person. 
 
This presentation is being supplied to you solely for your information and may not be reproduced, further distributed or published in whole or in part by any other 
person. No representation or warranty, express or implied, is made or given by or on behalf of the Company, its advisers or any of their respective parent or 
subsidiary undertakings or the subsidiary undertakings of any such parent undertakings or any of the directors, officers or employees of any such person as to the 
accuracy, completeness or fairness of the information or opinions contained in this Presentation and no responsibility or liability is accepted by any person for such 
information or opinions or for any liability, howsoever arising (directly or indirectly) from the use of this Presentation or its content or otherwise in connection 
therewith. 
 
No person has been authorised to give any information or make any representations other than those contained in this Presentation and, if given and/or made, 
such information or representations must not be relied upon as having been so authorised. The contents of this Presentation are not to be construed as legal, 
financial or tax advice. The information has not been verified nor independently verified by the Company’s advisers and is subject to material updating, revision and 
further amendment. 

 

 

About Tabula 

Tabula is an asset manager and ETF provider focused on differentiated fixed income strategies. Our ETFs provide unique 
solutions in the fixed income space, and help investors achieve greater control of investment risks and rewards. 
 
 

 
Contact us 
 
Email: ir@tabulaim.com 
Phone: +44 20 3909 4700 
Address: 55 Strand, London WC2N 5LR 
 


