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Hawks, Doves...But, Who's Talking About The Swans?
 
Summary
Terms such as hawks and doves have been mentioned in just about every macroeconomic conversation over the last
few years. Rightfully so, as doves have turned to hawks and as monetary policy has been such an important driver of
the global economy as well as nancial markets. In this report, however, we will spend time talking about the swans.
Meaning, the unpredictable or yet to be fully appreciated events that can still have a signicant impact on the global
economy, global nancial markets or even more specic asset prices. While none of the events we highlight in this report
represent our base case assumptions, we believe they are worth outlining as situations to still keep an eye on. As we
have seen over the last two years, conditions can change rapidly, and thinking about the swan events before they unfold
allows us to be nimble in adjusting our forecasts should circumstances evolve quickly.

We've identied events at the global level, within the developed world as well as in the emerging markets. From a global
perspective, a signicant sello in global equity markets could cause sharp downward revisions to our global GDP
forecast, and signicant changes to our currency forecasts. There are also under-recognized risks around potential trade
wars. Tensions between the U.S. and China have certainly not receded; however, we feel markets are not prepared for
the Biden administration to raise Trump-era tari rates and resume the U.S.-China trade war. On the other hand, we feel
markets may also be discounting President Biden's ability to secure a Phase II trade deal and lift all taris imposed under
the Trump administration. Brexit-related tensions could also rise to a point where the EU and the U.K. embark on a trade
war of their own. Trade dislocations on the border of Northern Ireland resulted in U.K. threatening to invoke emergency
clauses, which could give the EU legal grounds for imposing taris. And nally, the possibility of regime change in Turkey
has yet to be seriously considered. Should President Erdogan be restricted from running for oce or outright lose
the election, the Turkish lira could see an unprecedented rally and become one of the biggest success stories in recent
emerging markets history.
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Global equity markets see an extended decline

Source: Bloomberg Finance L.P. and Wells Fargo Economics
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EU-U.K. Brexit tensions lead to a European trade war

Source: Datastream, Bloomberg Finance L.P. and Wells Fargo Economics
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U.S.-China trade war resumes. Biden raises tariff rates on China

Source: Bloomberg Finance L.P. and Wells Fargo Economics

4 | Economics



Hawks, Doves...But, Who's Talking About The Swans? Economics

U.S.-China trade war ends. Biden lifts all tariffs on China

Source: Datastream, Bloomberg Finance L.P. and Wells Fargo Economics
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Referendum 

Doomed to darling? Regime change sparks a huge Turkish lira rally

Source: PolitPro and Wells Fargo Economics
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