bonds. The most watched bond
in the world, the US 10-yvear
government bond has seen its
vield (interest rate) increase
from about one per cent in
December to 1.60 per cent today.

The primary reason is being
put down to people expecting the
global economy to begin to
recover quickly. This rebound,
which is being premised on the
back of a successful vaccine
rollout and massive government
fiscal and monetary policy sup-
port, has led many to believe that
inflation will increase. If it does,
central banks around the world
will be forced to hike official
interest rates in order to slow the

consumed by households.

But not evervone agrees that
inflation is around the cormer,
even if the economy improves.
Their rationale is that the mar-
ginal cost of many products is
next to zero because of the ever-
increasing levels of technologi-
cal inmovation. This means that
an increase in demand doesn’t
equate to anincrease in inflation
as it once did. An increase in
demand doesn't always mean
we'll see an increase in employ-
ment and wages growth — a key
driver of inflation.
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