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The outlook for output over the coming year remained upbeat in December, 

but was tempered by renewed uncertainty regarding the pandemic and surging 

costs. Business expectations fell to a three-month low. Hesitancy was also 

reflected in slower employment growth, as backlogs of work rose at only a 

fractional pace.  

“However, while November had seen business buoyed by increased activity 

around Thanksgiving as well as a surge in business confidence following the 

Presidential election and encouraging vaccine news, December has seen 

companies rein in their expectations, given the higher virus case numbers and 



tougher lockdown stances adopted in some states. Lockdowns in other 

countries were meanwhile reported to have hit exports. 

As reported virus cases increased once again, firms stated that restrictions and 

softer demand weighed on total activity. 

The rate of cost inflation accelerated once again to a new record high, as 

supplier prices and the soaring cost of PPE pushed cost burdens up. 

https://www.markiteconomics.com/Public/Home/PressRelease/3d16f42eb4c045f3b3e507628577ef10
https://www.markiteconomics.com/Public/Home/PressRelease/3d16f42eb4c045f3b3e507628577ef10


https://www.newyorkfed.org/medialibrary/media/survey/empire/empire2020/esms_2020_12.pdf?la=en
https://www.newyorkfed.org/medialibrary/media/survey/empire/empire2020/esms_2020_12.pdf?la=en
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An increase of 5.3 percent for motor vehicles and parts contributed significantly 

to the gain in factory production; excluding motor vehicles and parts, 

manufacturing output moved up 0.4 percent.  



The output of utilities declined 4.3 percent, as warmer-than-usual 

temperatures reduced the demand for heating.  



“….Mortgage rates as a result fell to another survey low, with the 30-year fixed 

mortgage rate dropping five basis points to 2.85 percent," 

"Homeowners once again acted on the decline in rates, with refinance activity 

rising for the second straight week and up 105 percent from a year ago."   

https://www.federalreserve.gov/releases/G17/Current/
https://www.mba.org/2020-press-releases/december/mortgage-applications-increase-in-latest-mba-weekly-survey
https://www.mba.org/2020-press-releases/december/mortgage-applications-increase-in-latest-mba-weekly-survey




https://www.nahb.org/news-and-economics/housing-economics/indices/Housing-Market-Index


The Committee expects to maintain an accommodative stance of monetary 

policy until these outcomes are achieved. 

The Committee would be prepared to adjust the stance of monetary policy as 

appropriate if risks emerge that could impede the attainment of the 

Committee’s goals. 

 

https://www.census.gov/construction/nrc/pdf/newresconst.pdf
https://www.federalreserve.gov/monetarypolicy/fomccalendars.htm


Among Member States, for which data are available, the highest increases were 

registered in Belgium (+6.9%), Germany (+3.4%) and Slovenia (+3.1%). The 

largest decreases were observed in Denmark (-5.8%), Greece (-3.0%) and 

Lithuania (-1.7%). 



https://ec.europa.eu/eurostat/documents/portlet_file_entry/2995521/4-14122020-AP-EN.pdf/ea6057f5-5404-6d04-8cc0-93e66779c40c
https://ec.europa.eu/eurostat/documents/portlet_file_entry/2995521/4-14122020-AP-EN.pdf/ea6057f5-5404-6d04-8cc0-93e66779c40c


Business expectations about output in the coming 12 months rose to the 

highest since April 2018. Sentiment about future prospects hit a 27-month high 

in the service sector and a 34-month high in manufacturing. 

“However, while vaccines mean there’s light at the end of the tunnel, the near-

term still looks very challenging for many consumer-facing companies. 

Although manufacturing is reporting strong growth, fueled by rising exports 

and a booming performance from Germany in particular, the service sector 

remains in decline amid ongoing social distancing restrictions. Many of these 

containment measures look likely to remain in place for some time to come, 

constraining the economy as we head into the new year.” 

https://ec.europa.eu/eurostat/documents/portlet_file_entry/2995521/2-17122020-AP-EN.pdf/7ba6ca2b-9c05-e756-4722-5e944d43bd82
https://ec.europa.eu/eurostat/documents/portlet_file_entry/2995521/2-17122020-AP-EN.pdf/7ba6ca2b-9c05-e756-4722-5e944d43bd82
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https://www.markiteconomics.com/Public/Home/PressRelease/cfad0074ba0e40808452b34b6a685a2e
https://www.markiteconomics.com/Public/Home/PressRelease/cfad0074ba0e40808452b34b6a685a2e






In addition, in order to further actively encourage private financial institutions 

to make loans on their own in response to COVID-19 mainly to small and 

medium-sized firms, the Bank will remove the upper limit of funds it provides to 

each eligible counterparty (i.e., 100 billion yen) against loans that private 

financial institutions make on their own, which are part of eligible loans under 

this operation 

It will continue expanding the monetary base until the year-on-year rate of 

increase in the observed consumer price index (CPI, all items less fresh food) 

exceeds 2 percent and stays above the target in a stable manner. 

https://www.stat.go.jp/english/data/cpi/1581-z.html


For the time being, the Bank will closely monitor the impact of COVID-19 and 

will not hesitate to take additional easing measures if necessary, and also it 

expects short- and long-term policy interest rates to remain at their present or 

lower levels 

 

https://www.boj.or.jp/en/announcements/release_2020/k201218a.pdf


 

Shortages of critical inputs, alongside pressure on capacity following forward-

purchasing by clients ahead of Brexit, contributed to the sharpest rise in 

backlogs of work across the manufacturing sector since May 2010. 



A number of survey respondents commented that hopes of a rebound in 

business activity in the next 12 months, alongside the use of furlough schemes, 

had encouraged them to retain staff where possible. 

This is likely to reduce the downside risks to the economic outlook from Covid 

previously identified by the Committee. 

It depends on the evolution of the pandemic and measures taken to protect 

public health, as well as the nature of, and transition to, the new trading 

arrangements between the European Union and the United Kingdom.  

https://www.markiteconomics.com/Public/Home/PressRelease/4bcc14f3db3845a7a5ab9aca65cedd4d
https://www.markiteconomics.com/Public/Home/PressRelease/4bcc14f3db3845a7a5ab9aca65cedd4d


If the outlook for inflation weakens, the Committee stands ready to take 

whatever additional action is necessary to achieve its remit.  The Committee 

does not intend to tighten monetary policy at least until there is clear evidence 

that significant progress is being made in eliminating spare capacity and 

achieving the 2% inflation target sustainably. 

 

https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2020/december-2020
https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2020/december-2020


Amid reports of strengthening demand conditions and a reduction in COVID-19 

restrictions, private sector output rose at the fastest pace since July. Goods 

producers and service providers signalled stronger increases in business 

activity. 

Business confidence improved at the end of 2020, with the overall degree of 

optimism reaching its highest since August 2018. News of vaccine development 

was the key factor underpinning positive projections for the year-ahead 

outlook for business activity. 



https://www.markiteconomics.com/Public/Home/PressRelease/9916a657dbe24c51abf5c8d5e277d97a
https://www.markiteconomics.com/Public/Home/PressRelease/9916a657dbe24c51abf5c8d5e277d97a
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