
A month ago, our economists wrote that they had “rising confidence in the n

European rebound,” and we wrote about the best trades to get “ready for a 
rebound” in European FX markets—topside EUR/USD and long CE-3 currencies, 
particularly CZK. Since then, markets have moved only tentatively towards 
pricing a convergence, but our confidence has increased that the recovery is 
around the corner and result in further Euro appreciation. 

Most notably, the much-maligned European vaccination process has now n

accelerated meaningfully after the slow start, and actually exceeded our 
expectations for the month of April. In fact, we now expect that the US and EU 
will reach the milestone of vaccinating 50% of the population around the same 
time (mid-June). That effectively closes what we had thought would be about a 
6-week gap. 

This underpins our confidence in the coming rebound. With this in mind, we n

review current mitigation measures in force in the EMU-4, and when they are 
expected to be eased. Some restrictions have already started to be pared back 
over the last couple of weeks, but the recovery should accelerate over the next 
2-3 weeks with the return of outdoor dining in some cases as well as some 
tourism. Restrictions are expected to continue to ease through the month of 
June, in time for the bulk of tourist season. 
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A month ago, our economists wrote that they had “rising confidence in the 
European rebound,” and we wrote about the best trades to get “ready for a 
rebound” in European FX markets—topside EUR/USD and long CE-3 currencies, 
particularly CZK. Since then, markets have moved only tentatively towards pricing a 
convergence, but our confidence has only increased that the recovery is around the 
corner and it should lift EUR/USD to 1.25 in 3m. 

Most notably, the much-maligned European vaccination process has now 
accelerated meaningfully after the slow start, and the pick-up actually exceeded our 
expectations in April. In contrast, there are signs that vaccine hesitancy is slowing 
demand in the US a little sooner than we had expected, which largely explains why 
vaccinations in the US slowed more than we had initially penciled in. The net result is 
that the EU is now vaccinating more people per day than the US (Exhibit 1). Putting 
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Investors should consider this report as only a single factor in making their investment decision. For Reg AC 
certification and other important disclosures, see the Disclosure Appendix, or go to 
www.gs.com/research/hedge.html. 
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this together, while the US is currently well ahead, we now expect that the US and EU 
will reach the milestone of vaccinating 50% of the population around the same time 
(mid-June). That effectively closes what we had thought would be about a 6-week gap, 
and differs from downbeat views in markets about Europe’s vaccination campaign. 

 

While the vaccination data is encouraging, likely a good portion of the remaining investor 
caution lies in the fact that much of the Euro area service sector economy is still under 
some form of lockdown, and easing those measures have now been delayed several 
times. As a rough approximation, we use our Effective Lockdown Index, which has 
eased slightly across the EMU-4 in recent weeks, but not nearly to the same extent as 
in the UK and is meaningfully tighter than last summer. In fact, our EMU-4 ELIs are still 
almost as tight as the peak of lockdown measures in the US (Exhibit 2). 

 

Exhibit 1: Daily vaccinations in the EU have accelerated 

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

Jan Feb Mar Apr May

Daily Vaccine Doses Administered (7DMA)

US EU

Millions Millions

 
 

Source: Our World in Data
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With this in mind, we provide a brief overview of the status of containment measures in 
the EMU-4, and when they are expected to be reassessed: 

Germany. States with a 7-day incidence rate above 100 new cases per 100k n

residents must implement “emergency brake” lockdown measures. These include 
closing or restricting access to many stores and a 10pm curfew. However, the 
national rate has declined to 129/100k (from 160 2 weeks ago), with a few states 
now falling below the threshold. Parliament just passed a bill so fully vaccinated or 
previously-infected individuals will be excluded from some of the rules. We estimate 
that about 40% of the population would meet this standard. Officials have said they 
do not expect the rules to be lifted before the end of May, so the degree of easing 
over the next few weeks will depend on meeting the built-in brake. 

France. Schools reopened this week as the first stage in a 4-step process to reopen n

the economy by July from a strict lockdown imposed in early April. Restaurants have 
been closed since the end of October, but are expected to reopen for outdoor 
service on May 19 with a slightly later curfew (9pm instead of 7pm). Non-essential 
stores, as well as movie theaters and the like, will be permitted to reopen with 
capacity constraints. In the next stage, on June 9, officials expect to allow foreign 
tourists and large outdoor events, both on the condition of providing a “health pass.” 
In the final stage, the curfew will be lifted completely and all but the most high-risk 
activities should be allowed to resume. 

Italy. Italy started easing restrictions two weeks ago, with outdoor dining in areas n

with lower infection rates (yellow and white zones) and entertainment venues are 
allowed to operate with capacity constraints. The plan is to allow domestic travel and 
some higher risk businesses to reopen in the second half of May, and welcome 
international tourists a month later—in time for the bulk of summer activity. 

Spain. The nationwide “state of alarm” that has been in place since late October is n

 

Exhibit 2: Europe still faces tight restrictions on activity relative to the US and UK 
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Source: Goldman Sachs Global Investment Research, University of Oxford (covidtracker.bsg.ox.ac.uk), Google COVID-19 Community Mobility Reports
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set to expire on May 9. That would move the power to set restrictions to regional 
authorities, and open the possibility of challenges to those restrictions. Some states 
are already preparing plans to ease restrictions at that point. Restrictions currently 
vary from region-to-region (with Madrid accelerating the reopening quite 
aggressively), but generally involve some form of nighttime curfew and restrictions 
on travel and large gatherings. 

Overall, restrictions have started to ease a bit over the last few weeks, and that is 
expected to accelerate over the next 2-3 weeks with the aid of the accelerating 
vaccinations and, not to be underestimated, a strong political will to reopen for the 
summer season. This combination is clear in the European Commission’s recent 
proposal to allow vaccinated tourists to travel. The UK government’s plan to allow 
non-essential foreign travel to some parts of Europe from May 17 will also be important 
to watch. 

With this in mind, we expect sequential growth to accelerate sharply over May-July 
(Exhibit 3, left), consistent with firms’ expectations (including in services) of future 
output growth close to historical highs. The May flash PMIs will likely coincide with the 
start of more meaningful reopening and provide an early indication of stronger orders in 
the service sector. In the meantime, we are watching high-frequency indicators, which 
have already started to improve in some cases (Exhibit 3, right). We will also keep an 
eye on the national business surveys for insight on the small business sector. 

 

Against this backdrop, our economists anticipate that the combination of reopening 
momentum and still-favorable financing conditions will allow the ECB to pare back the 
pace of PEPP purchases for Q3 at the June 10 meeting. Even though this follows shortly 
after reopening is expected to get underway in force, it should still be ample evidence 
for the ECB to decide that the reopenings embedded in its assumptions are broadly on 
track, with scope for growth upgrades also on the back of US fiscal stimulus measures. 
This would be similar to the BoE’s reliance this week on high frequency data and 
surveys to reinforce its decision to upgrade its outlook. However, even though the 

 

Exhibit 3: Peak growth over the summer as lockdowns ease 

 
 

Source: Atlantia, Goldman Sachs Global Investment Research
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timeline appears a little tight, we should stress that the ECB decision plays only a 
supporting role in our outlook at this point, so would not meaningfully change our view if 
that was pushed into September. 

The bottom line is that the market still seems skeptical that European growth can 
accelerate, but we think there should be significant convergence over the next few 
weeks, and that should boost the Euro. This is especially important in the context of 
today’s disappointing US payrolls report, which should calm calls for the Fed to quickly 
change its stance into the June meeting, dampening one of the Dollar’s remaining 
supports. 

 

Best Trade Ideas Across Assets 
For pricing, charts, and a list of previous recommendations, please visit our Trade Ideas 
page. 

Stay in 2s10s IRS steepeners in CZK, KRW, and THB, opened on September 9, 2020 1.
at 0.49%, with a revised target of 1.00%, and a revised stop of 0.79%, currently 
trading at 0.84%. 

Stay in 3Y CGBs, opened on September 25, 2020 at 2.83% and USD/CNY at 6.83 2.
(indexed at 100), with a revised total return target of 108.5, and a revised total return 
stop of 105, currently trading at 107.76. 

Stay long MYR vs short THB, opened on October 21, 2020, at 7.52, with a target of 3.
8.0, and a stop of 7.15, currently trading at 7.58. 

Stay long SGD vs short TWD, opened on October 29, 2020, at 20.95 (indexed at 4.
100), with a total return target of 106, and a revised stop of 103, currently trading at 
104.49. 

Stay long High Yield vs. Investment Grade in the USD cash market at 1 to 1.15x 5.
notional ratio, opened on November 11, 2020, at 0%, with a target of 2% and a stop 
of -2%, currently trading at 1.51%. 

Stay long 10y EONIA vs 10y CHF, opened on December 18, 2020, at 0.05%, with a 6.
target of 0.20% and a stop of -0.05%, currently trading at 0.07%. 

Stay long an equal-weighted basket of MSCI Brazil and MSCI Mexico relative to 7.
MSCI Taiwan (in USD terms), indexed to 100 on Jan 22, 2021, with a target of 120, 
and a stop at 90, currently trading at 104.61. 

Stay short JPY vs KRW, opened on February 09, 2021, at 10.65 (indexed at 100), 8.
with a total return target of 108, and a revised stop of 101, currently trading at 
103.72. 

Stay long CMBX 6 BBB- vs. CDX HY index at a 1 to 1.25x notional ratio, opened on 9.
February 10, 2021, at 0%, with a target of +10% and a stop of -10%, currently 
trading at -5.31%. 
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Stay long EM HY Sovereign Oil Exporters (an equally weighted basket of USD bonds 10.
in Angola, Nigeria, Ghana, Brazil, Bahrain, Oman, Gabon, and Azerbaijan) vs. the 
EMBI Global Diversified index, opened on March 1, 2020, at 0bp, with a target of 
-30bp of outperformance, and a wider stop of +30bp of underperformance, currently 
trading at +9bp. 

Stay long 1y5y5y USD payers, opened on March 5, 2021, at 2.47%, with a total 11.
return target of 25bp, and a stop of -15bp, currently trading at -7bp. 

Stay long 3y7y breakeven wideners, opened on March 5, 2021, at 2.09%, with a 12.
target of 2.40%, and a 10bp trailing stop of 2.21%, currently trading at 2.31%. 

Stay long 20y JPY swaps, opened on March 5, 2021, at 0.39%, with a target of 13.
0.55%, and a stop of 0.30%, currently trading at 0.38%. 

Stay positioned for wider 10-year POLGBs bond-swap spreads, opened on March 14.
19, 2021, at -26bps, with a target of 10bp and a stop of -55bp, currently trading at 
-21bp. 

Stay long South Africa and Russia equities, indexed to 100 on March 26, 2021, with 15.
a target of 115 and a stop of 92, currently trading at 102.79. 

Stay short 5y GBP real yields, opened on April 2, 2021, at -3.26%, with a target of 16.
-2.80%, and a stop of -3.45%, currently trading at -3.24%. 

Stay long 10y30y USD payers, opened on April 9, 2021, at 0bp, with a total return 17.
target- of 15bp, and a stop of -10bp, currently trading at -3bp. 

Stay long CLP versus an equal-weighted basket of the five currencies with the 18.
largest weights in Chile’s TWI (CNY, USD, EUR, BRL and JPY), opened at a level of 
100 on April 13, 2021, with a total return target of 106, and a revised stop of 100.50, 
currently trading at 103.04. 

Stay long USD 3m forward 5s30s conditional bear steepeners, opened on April 16, 19.
2021, at 1.01%, with a target of 1.21%, and a stop of 0.91%, currently trading at 
1.02%. 

Stay short 30y bunds, opened on April 16, 2021, at 27 bps, with a target of 52bp, 20.
and a stop of 12bp, currently trading at 34bp. 

Stay long EUR vs USD, opened on April 16, 2021, at 1.20, with a target of 1.25, and a 21.
stop of 1.175, currently trading at 1.21. 

Stay long 5-year TIIE receivers, opened on April 23, 2021, at 5.89%, with a target of 22.
5.30%, and a stop of 6.35%, currently trading at 5.91%. 

Stay long INR versus TWD, opened on April 23, 2021, at 0.374 (indexed at 100), with 23.
a target of 108 and a stop of 96, currently trading at 101.78. 

Stay long 7y swaps on the 2s7s30s spread fly, opened on April 30, 2021, at 0.07%, 24.
with a target of 0.15%, and a stop of 0.02%, currently trading at 0.08%. 

Stay long 2y1y/5y5y AUD swap curve steepeners, opened on April 30, 2021, at 25.
2.07%, with a target of 2.30%, and a stop of 1.90%, currently trading at 1.99%.
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implemented into United Kingdom domestic law and regulation following the United Kingdom’s departure from the European Union and the European 
Economic Area) with regard to regulatory technical standards for the technical arrangements for objective presentation of investment 
recommendations or other information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of 
conflicts of interest is available at https://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of 
Interest in Connection with Investment Research.   

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 
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69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type II Financial Instruments Firms Association. 
Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific disclosures as to 
any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance 
Company.   

Global product; distributing entities 
The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global basis. 
Analysts based in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, 
currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in 
Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; Public Communication Channel Goldman Sachs Brazil: 0800 727 5764 
and / or contatogoldmanbrasil@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Canal de Comunicação com o Público Goldman Sachs 
Brasil: 0800 727 5764 e/ou contatogoldmanbrasil@gs.com. Horário de funcionamento: segunda-feira à sexta-feira (exceto feriados), das 9h às 18h; in 
Canada by either Goldman Sachs Canada Inc. or Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs 
(India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in 
New Zealand by Goldman Sachs New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company 
Number: 198602165W); and in the United States of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in 
connection with its distribution in the United Kingdom.  

Effective from the date of the United Kingdom’s departure from the European Union and the European Economic Area (“Brexit Day”) the following 
information with respect to distributing entities will apply: 

Goldman Sachs International (“GSI”), authorised by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority 
(“FCA”) and the PRA, has approved this research in connection with its distribution in the United Kingdom. 

European Economic Area: GSI, authorised by the PRA and regulated by the FCA and the PRA, disseminates research in the following jurisdictions 
within the European Economic Area: the Grand Duchy of Luxembourg, Italy, the Kingdom of Belgium, the Kingdom of Denmark, the Kingdom of 
Norway, the Republic of Finland, Portugal, the Republic of Cyprus and the Republic of Ireland; GS -Succursale de Paris (Paris branch) which, from Brexit 
Day, will be authorised by the French Autorité de contrôle prudentiel et de resolution (“ACPR”) and regulated by the Autorité de contrôle prudentiel et 
de resolution and the Autorité des marches financiers (“AMF”) disseminates research in France; GSI - Sucursal en España (Madrid branch) authorized in 
Spain by the Comisión Nacional del Mercado de Valores disseminates research in the Kingdom of Spain; GSI - Sweden Bankfilial (Stockholm branch) is 
authorized by the SFSA as a “third country branch” in accordance with Chapter 4, Section 4 of the Swedish Securities and Market Act (Sw. lag 
(2007:528) om värdepappersmarknaden) disseminates research in the Kingdom of Sweden; Goldman Sachs Bank Europe SE (“GSBE”) is a credit 
institution incorporated in Germany and, within the Single Supervisory Mechanism, subject to direct prudential supervision by the European Central 
Bank and in other respects supervised by German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, BaFin) and 
Deutsche Bundesbank and disseminates research in the Federal Republic of Germany and those jurisdictions within the European Economic Area 
where GSI is not authorised to disseminate research and additionally, GSBE, Copenhagen Branch filial af GSBE, Tyskland, supervised by the Danish 
Financial Authority disseminates research in the Kingdom of Denmark; GSBE - Sucursal en España (Madrid branch) subject (to a limited extent) to local 
supervision by the Bank of Spain disseminates research in the Kingdom of Spain;  GSBE - Succursale Italia (Milan branch) to the relevant applicable 
extent, subject to local supervision by the Bank of Italy (Banca d’Italia) and the Italian Companies and Exchange Commission (Commissione Nazionale 
per le Società e la Borsa “Consob”) disseminates research in Italy; GSBE - Succursale de Paris (Paris branch), supervised by the AMF and by the ACPR 
disseminates research in France; and GSBE - Sweden Bankfilial (Stockholm branch), to a limited extent, subject to local supervision by the Swedish 
Financial Supervisory Authority (Finansinpektionen) disseminates research in the Kingdom of Sweden.  

General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by our Global Investment Research Division. 
Goldman Sachs & Co. LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

We and our affiliates, officers, directors, and employees, will from time to time have long or short positions in, act as principal in, and buy or sell, the 
securities or derivatives, if any, referred to in this research, unless otherwise prohibited by regulation or Goldman Sachs policy.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or 
performance of, or provide analysis of, individual companies within any industry or sector we describe. 

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the 
investment theme being discussed and is not a recommendation of any such security in isolation. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and 
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https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018. 
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation 
will be supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment 
Research division of GS may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic 
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2021 Goldman Sachs.  

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written 
consent of The Goldman Sachs Group, Inc.  
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