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Governments still play an important role in economic policy
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Still a big role for government 
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Expected scenario
Robust government

Governments still play an important role in economic policy

Still a big role for government 
in economic policy 

 × There will be a noticeable transition 
to robust government in the US.

 × Signs of more robust government  
will be visible in China (Common 
Prosperity) and Europe (Recovery 
Fund).

 × Substantial investment in the energy 
transition, (digital) infrastructure and 
fiscal measures to reduce inequality.

 

Impact of policies  
on financial markets

 

Inflation up slightly to  
around central bank targets

 

Growth not structurally higher 
due to rise in productivity 
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Expected scenario
Robust government

Governments still play an important role in economic policy

Growth not structurally higher 
due to rise in productivity 

 × Moderate productivity growth and 
weak increases in the size of working 
populations will continue to hinder 
structural growth potential.

 × Only over the longer term will  
investment potentially have a  
positive effect on productivity.

 

Impact of policies  
on financial markets

 

Inflation up slightly to  
around central bank targets

 

Still a big role for government 
in economic policy 
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Expected scenario
Robust government

Governments still play an important role in economic policy

Inflation up slightly to  
around central bank targets

 × Higher government expenditure  
combined with more expansionary 
policies from central banks after they 
revise their policy objectives with a 
view to keeping public and corporate 
debt affordable will lead to higher 
inflation.

 × The redistribution of wealth to lower- 
and middle-income groups will push 
up inflation as these groups will 
spend a larger proportion of their 
income.

 

Impact of policies  
on financial markets

 

Growth not structurally higher 
due to rise in productivity 

 

Still a big role for government 
in economic policy 
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Expected scenario
Robust government

Governments still play an important role in economic policy

Impact of policies  
on financial markets

 × Risk-taking will be rewarded: equities 
will remain relatively attractive.

 × Mortgages will be the most  
attractive class within investment- 
grade fixed income due to their credit 
spreads and the low-interest-rate 
environment.

 × The spreads of investment-grade 
credit will be bolstered by central 
bank policies.

 × Infrastructure and agricultural land 
will provide a hedge against higher 
inflation.

 

Inflation up slightly to  
around central bank targets

 

Growth not structurally higher 
due to rise in productivity 

 

Still a big role for government 
in economic policy 

 

 ⊲ Expected  
scenario
Robust government 



Alternative scenario 1
Dominant government

Governments in control of economic policy

Impact of policies  
on financial markets

 

Rising inflation and 
moderate real growth

 

Little investment  
in productivity

 

Central banks  
less independent

 

More interventionist  
role for government

 

 ⊲ Alternative 
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Dominant government



More interventionist  
role for government

 × Budget deficits and public 
debt will rise even further, not 
with a view to investing in 
long-term productivity growth, 
but primarily due to populist 
short-term decisions. 

 × Governments will commit to 
lower income taxes for those 
on low and middle incomes, 
increased social security 
benefits and higher corporate 
taxes.

 

Alternative scenario 1
Dominant government

Governments in control of economic policy

Impact of policies  
on financial markets

 

Rising inflation and 
moderate real growth

 

Little investment  
in productivity

 

Central banks  
less independent
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Central banks  
less independent

 × The high debt levels in the 
post-coronavirus era and the 
size of government budget 
deficits mean that central 
banks will be forced to pursue 
expansionary monetary  
policies. 

 

Alternative scenario 1
Dominant government

Governments in control of economic policy

Impact of policies  
on financial markets

 

Rising inflation and 
moderate real growth

 

Little investment  
in productivity

 

More interventionist  
role for government

 

 ⊲ Alternative 
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Dominant government



Little investment  
in productivity

 × Higher corporate taxes and 
stricter regulation will  
discourage corporate invest-
ment. Together with less  
government investment in 
productivity growth, this will 
lead to reduced supply.

 

Alternative scenario 1
Dominant government

Governments in control of economic policy

Impact of policies  
on financial markets

 

Rising inflation and 
moderate real growth

 

Central banks  
less independent

 

More interventionist  
role for government

 

 ⊲ Alternative 
scenario 1
Dominant government



Rising inflation and 
moderate real growth

 × Rising demand, due to  
expansionary fiscal and social 
policies, and reduced supply, 
due to less corporate and 
government investment in 
productivity, will lead to 
higher inflation.

 × Real growth will slow because 
of the reduced investment in 
productivity.

 

Alternative scenario 1
Dominant government

Governments in control of economic policy

Impact of policies  
on financial markets

 

Little investment  
in productivity

 

Central banks  
less independent

 

More interventionist  
role for government
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Impact of policies  
on financial markets

 × Low real returns.

 × Negative scenario for fixed 
income due to higher yields. 

 × Equities will provide lower 
(real) returns due to lower 
profit margins and declining 
price/earnings ratios.

 × Positive scenario for inflation- 
linked bonds and gold.

 × Infrastructure and agricultural 
land will provide a hedge 
against higher inflation.

 

Alternative scenario 1
Dominant government

Governments in control of economic policy

Rising inflation and 
moderate real growth

 

Little investment  
in productivity

 

Central banks  
less independent

 

More interventionist  
role for government
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Alternative scenario 2
Deglobalisation

Reduced international cooperation and growing isolationism

Impact of policies  
on financial markets

 

Low real growth  
and low inflation

 

Nationalisation of  
production chains

 

Decline in  
international cooperation

 

 ⊲ Alternative 
scenario 2
Deglobalisation



Decline in  
international cooperation 

 × The revival in international coopera-
tion following Joe Biden’s election in 
the US will prove short-lived. 

 × China will claim a dominant role in 
both the global economy and geo-
politics. This will create tensions 
between Western countries (the US, 
UK, Europe, Australia, Japan) and 
China.

 × In addition to the trade war between 
the US and China, restrictions will be 
imposed in other areas, such as the 
use of 5G technology (Huawei) and 
the sale of computer chips to Chinese 
companies. There will also be  
deterrents against investments in 
Chinese companies linked to the 
country’s military.

 

Alternative scenario 2
Deglobalisation

Reduced international cooperation and growing isolationism

Impact of policies  
on financial markets

 

Low real growth  
and low inflation

 

Nationalisation of  
production chains

 

 ⊲ Alternative 
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Nationalisation of  
production chains

 × Several global powers (the US, 
China, Europe) want to be less 
dependent on other countries for 
essential goods (technology, energy, 
food supplies) and will commit to 
building their own production  
facilities. 

 × The vulnerability of international 
production chains became clear 
during the coronavirus crisis.  
Companies’ desire to create more 
robust production chains will lead  
to further nationalisation. 

 

Alternative scenario 2
Deglobalisation

Reduced international cooperation and growing isolationism

Impact of policies  
on financial markets

 

Low real growth  
and low inflation

 

Decline in  
international cooperation

 

 ⊲ Alternative 
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Deglobalisation



Low real growth  
and low inflation

 × Less open economies and the exist-
ence of a range of technological 
standards will lead to reduced  
specialisation, innovation, produc-
tivity and international trade and 
lower potential economic growth.

 × This will push prices up in the short 
term, but over the long term lower 
growth will lead to lower wage 
growth and inflation.

 

Alternative scenario 2
Deglobalisation

Reduced international cooperation and growing isolationism

Impact of policies  
on financial markets

 

Nationalisation of  
production chains

 

Decline in  
international cooperation
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Impact of policies  
on financial markets

 × Negative for riskier asset classes 
such as equities and high-yield 
bonds. 

 × The most creditworthy bonds issued 
by governments and, to a lesser 
extent, businesses, will be in high 
demand. 

 × Low government investment and 
weak consumer demand will also 
have a negative impact on real 
assets (real estate, agricultural land, 
infrastructure), albeit to a lesser 
extent than for equities. 

 

Alternative scenario 2
Deglobalisation

Reduced international cooperation and growing isolationism

Low real growth  
and low inflation

 

Nationalisation of  
production chains

 

Decline in  
international cooperation

 

 ⊲ Alternative 
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Alternative scenario 3
Techno-optimism

Tech applications generate higher productivity

Impact of policies  
on financial markets

 

Moderate inflation around 
central banks’ targets

 

Inequality will grow but 
populism will weaken

 

Technological developments 
to boost productivity
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Alternative scenario 3
Techno-optimism

Tech applications generate higher productivity

Technological developments 
to boost productivity

 × The coronavirus crisis led to 
increased use of technology and a 
more digital economy.

 × Technologies such as artificial intelli-
gence and robotisation / automation 
will fulfil their potential and lead to 
higher productivity growth.

 

Impact of policies  
on financial markets

 

Moderate inflation around 
central banks’ targets

 

Inequality will grow but 
populism will weaken
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Alternative scenario 3
Techno-optimism

Tech applications generate higher productivity

Inequality will grow but 
populism will weaken

 × The technological revolution will 
lead to inequality between those 
businesses and employees with the 
right tech skills and those without 
them in more traditional industries.

 × Economies will grow fast enough  
for everyone to profit, resulting in 
populism losing momentum.

 

Impact of policies  
on financial markets

 

Moderate inflation around 
central banks’ targets

 

Technological developments 
to boost productivity
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Alternative scenario 3
Techno-optimism

Tech applications generate higher productivity

Moderate inflation around 
central banks’ targets

 × Despite robust real economic growth, 
inflation will remain low: tech  
companies are not capital-intensive, 
which will lead to less investment; 
raw materials will be used more 
efficiently and a large supply of 
unskilled labour will keep wages 
under control.

 × Central banks’ monetary policies  
will be able to normalise without 
restrictive policy for economic 
growth. 

 

Impact of policies  
on financial markets

 

Inequality will grow but 
populism will weaken

 

Technological developments 
to boost productivity
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Alternative scenario 3
Techno-optimism

Tech applications generate higher productivity

Impact of policies  
on financial markets

 × Positive for equities and high-yield 
bonds due to higher corporate  
earnings. 

 × Government bond returns will be 
squeezed due to rising risk-free 
interest rates. 

 × Financial assets will outperform real 
assets; this is a neutral to marginally 
negative scenario for real estate...

Moderate inflation around 
central banks’ targets

 

Inequality will grow but 
populism will weaken

 

Technological developments 
to boost productivity

 

 ⊲ Alternative  
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Techno-optimism



Expected scenario
Robust government

Governments still play an important role in economic policy

Still a big role for government 
in economic policy 

 × There will be a noticeable transition 
to robust government in the US.

 × Signs of more robust government  
will be visible in China (Common 
Prosperity) and Europe (Recovery 
Fund).

 × Substantial investment in the energy 
transition, (digital) infrastructure and 
fiscal measures to reduce inequality.

 

Growth not structurally higher 
due to rise in productivity 

 × Moderate productivity growth and 
weak increases in the size of working 
populations will continue to hinder 
structural growth potential.

 × Only over the longer term will  
investment potentially have a  
positive effect on productivity.

 

Inflation up slightly to  
around central bank targets

 × Higher government expenditure  
combined with more expansionary 
policies from central banks after they 
revise their policy objectives with a 
view to keeping public and corporate 
debt affordable will lead to higher 
inflation.

 × The redistribution of wealth to lower- 
and middle-income groups will push 
up inflation as these groups will 
spend a larger proportion of their 
income.

 

Impact of policies  
on financial markets

 × Risk-taking will be rewarded: equities 
will remain relatively attractive.

 × Mortgages will be the most  
attractive class within investment- 
grade fixed income due to their credit 
spreads and the low-interest-rate 
environment.

 × The spreads of investment-grade 
credit will be bolstered by central 
bank policies.

 × Infrastructure and agricultural land 
will provide a hedge against higher 
inflation.

 

 ⊲ Expected  
scenario
Robust government 



Impact of policies  
on financial markets

 × Low real returns.

 × Negative scenario for fixed 
income due to higher yields. 

 × Equities will provide lower 
(real) returns due to lower 
profit margins and declining 
price/earnings ratios.

 × Positive scenario for inflation- 
linked bonds and gold.

 × Infrastructure and agricultural 
land will provide a hedge 
against higher inflation.

 

Little investment  
in productivity

 × Higher corporate taxes and 
stricter regulation will  
discourage corporate invest-
ment. Together with less  
government investment in 
productivity growth, this will 
lead to reduced supply.

 

Rising inflation and 
moderate real growth

 × Rising demand, due to  
expansionary fiscal and social 
policies, and reduced supply, 
due to less corporate and 
government investment in 
productivity, will lead to 
higher inflation.

 × Real growth will slow because 
of the reduced investment in 
productivity.

 

Central banks  
less independent

 × The high debt levels in the 
post-coronavirus era and the 
size of government budget 
deficits mean that central 
banks will be forced to pursue 
expansionary monetary  
policies. 

 

More interventionist  
role for government

 × Budget deficits and public 
debt will rise even further, not 
with a view to investing in 
long-term productivity growth, 
but primarily due to populist 
short-term decisions. 

 × Governments will commit to 
lower income taxes for those 
on low and middle incomes, 
increased social security 
benefits and higher corporate 
taxes.

 

Alternative scenario 1
Dominant government

Governments in control of economic policy

 ⊲ Alternative 
scenario 1
Dominant government



Impact of policies  
on financial markets

 × Negative for riskier asset classes 
such as equities and high-yield 
bonds. 

 × The most creditworthy bonds issued 
by governments and, to a lesser 
extent, businesses, will be in high 
demand. 

 × Low government investment and 
weak consumer demand will also 
have a negative impact on real 
assets (real estate, agricultural land, 
infrastructure), albeit to a lesser 
extent than for equities. 

 

Low real growth  
and low inflation

 × Less open economies and the exist-
ence of a range of technological 
standards will lead to reduced  
specialisation, innovation, produc-
tivity and international trade and 
lower potential economic growth.

 × This will push prices up in the short 
term, but over the long term lower 
growth will lead to lower wage 
growth and inflation.

 

Nationalisation of  
production chains

 × Several global powers (the US, 
China, Europe) want to be less 
dependent on other countries for 
essential goods (technology, energy, 
food supplies) and will commit to 
building their own production  
facilities. 

 × The vulnerability of international 
production chains became clear 
during the coronavirus crisis.  
Companies’ desire to create more 
robust production chains will lead  
to further nationalisation. 

 

Decline in  
international cooperation 

 × The revival in international coopera-
tion following Joe Biden’s election in 
the US will prove short-lived. 

 × China will claim a dominant role in 
both the global economy and geo-
politics. This will create tensions 
between Western countries (the US, 
UK, Europe, Australia, Japan) and 
China.

 × In addition to the trade war between 
the US and China, restrictions will be 
imposed in other areas, such as the 
use of 5G technology (Huawei) and 
the sale of computer chips to Chinese 
companies. There will also be  
deterrents against investments in 
Chinese companies linked to the 
country’s military.

 

Alternative scenario 2
Deglobalisation

Reduced international cooperation and growing isolationism

 ⊲ Alternative 
scenario 2
Deglobalisation



Alternative scenario 3
Techno-optimism

Tech applications generate higher productivity

Technological developments 
to boost productivity

 × The coronavirus crisis led to 
increased use of technology and a 
more digital economy.

 × Technologies such as artificial intelli-
gence and robotisation / automation 
will fulfil their potential and lead to 
higher productivity growth.

 

Inequality will grow but 
populism will weaken

 × The technological revolution will 
lead to inequality between those 
businesses and employees with the 
right tech skills and those without 
them in more traditional industries.

 × Economies will grow fast enough  
for everyone to profit, resulting in 
populism losing momentum.

 

Moderate inflation around 
central banks’ targets

 × Despite robust real economic growth, 
inflation will remain low: tech  
companies are not capital-intensive, 
which will lead to less investment; 
raw materials will be used more 
efficiently and a large supply of 
unskilled labour will keep wages 
under control.

 × Central banks’ monetary policies  
will be able to normalise without 
restrictive policy for economic 
growth. 

 

Impact of policies  
on financial markets

 × Positive for equities and high-yield 
bonds due to higher corporate  
earnings. 

 × Government bond returns will be 
squeezed due to rising risk-free 
interest rates. 

 × Financial assets will outperform real 
assets; this is a neutral to marginally 
negative scenario for real estate...

 ⊲ Alternative  
scenario 3
Techno-optimism



VERANTWOORDING

Further information

Each year, Van Lanschot Kempen sets out four scenarios (our expected scenario and three alternative scenarios) to help us calculate long-term expected 
returns for a number of asset classes. These are based on economic and social trends.

Uncertainty is an inherent part of the future. That’s why we consider alternative scenarios in addition to our main expected scenario. In these alternative 
scenarios we extrapolate important economic trends to a more extreme level than we believe to be likely and assess their potential impacts on the 
economy and markets.

We estimate expected economic growth and inflation for all these scenarios. These estimates form the basis for our outlook for the different markets. We 
also consider factors such as expected credit spreads, price/earnings ratios and profit margins, which enable us to determine the expected long-term 
return of each asset class in our investment universe under each scenario.

Our Asset Research & Communication team uses a variety of sources of information:
 × Public institutions: BIS, IMF, OECD, World Bank, United Nations, central banks and offices of national statistics
 × Data providers: Bloomberg, Factset and Thomson Reuters for news, current and historical market data on financial markets, and socioeconomic indicators
 × External research: independent research companies and financial institutions.

Van Lanschot Kempen, Asset Research & Communication, november 2021

© 2021 - Van Lanschot Kempen

Disclaimer
The views expressed in this document may be subject to change at any given time, without prior notice. Kempen Capital Management N.V. (KCM ) has no obligation to update the contents of this document. As asset manager KCM may 
have investments, generally for the benefit of third parties, in financial instruments mentioned in this document and it may at any time decide to execute buy or sell transactions in these financial instruments.
The information in this document is solely for your information. This article does not contain investment advice, no investment recommendation, no research, or an invitation to buy or sell any financial instruments, and should not  
be interpreted as such. This document is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
The views expressed herein are our current views as of the date appearing on this document. This document has been produced independently of the company and the views contained herein are entirely those of KCM.
KCM is licensed as a manager of various UCITS and AIFs and to provide investment services and is subject to supervision by the Netherlands Authority for the Financial Markets.
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