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When and how?

Conditions foeconomic recovergfter COVIEL9

Preconditions for gustainableresilientrecovery
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Business as usual? New normal?



Recovery- light at the end of the tunnel?
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In 2021 expansion Iis expected in all EU member states

Annual real GDP growth in %

2021

Source: Commission winter forecast, 02/2021

but
significant
country
divergences
will persist

2018 2019 2020 2021 2022
Belgium 18 17 62 39 31
Germany 1.3 0.4 -50 3.2 3.1
Estonia 44 S 2.6 38
Irelan 8.5 S.6 30 34 35
Greece 16 19 100 35 5.0
Spain 2.4 20 1.0 5.6 5.3
France 18 15 83 5.5 44
ttaly 0.5 0.3 -8.8 3.4 3.5
Cyprus 52 3l 58 32 31

Latvia 4 1 .3.5 3.5 3]
Uthuania 39 a2 31

m

Maita 48 53 9.0 45 54
Netherlands 24 1.7 4.1 1.8 3.0
Austria 24 14 | 74 20 5.1
Portugal 28 22 T4 4. 43
Slovenia 44 32 62 47 52
Slovakia 38 23 .59 40 54
Finland 13 1.1 31 28 2.0
Evro area ] g ] ; iﬂ } ﬂ i ﬂ
Bulgaria 3.1 37 49 2.7 49
Czechia 32 23 3 3.2 5.0
Denmark 22 28 2.9 36
Croatia 28 29 5.3 4.6
Hungary 54 44 40 5.0
pPoland 54 45 3.1 5.1
Romania 45 4 38 40
Sweden 20 13 2.7 40
EU 2.1 1.6 3.7 3.9




What explains divergences across countries?
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before COVID-19

o
external factors- trade, Brexit, geopolitical tensions
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National fiscal policiehave provided critical support for workers and firms
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National fiscal responses have been suppoligdhe EU response

Monetary policy Flexibility in EU rules
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€ 1 850 - STATE AID MEASURES

for businesses and workers
BILLION

European Central Bank
pandemic emergency
purchase programme

« RELAXED FISCAL RULES
for member states

« STRUCTURAL FUNDS
easier transfers between
funds and regions

€ 1 824.3 BILLION

(1
()

€540

Multiannual

financial — Next Generation EU

framework (MFF) (NGEU)
B I L L I O N The EU’s 7-year €750 COVID-19 recovery
Support package for budget =~ BILLION package front-loaded
jobs and workers, = g over the first years

businesses and
member states

[ €100 BILLION J
Support to mitigate

unemployment risks in an
emergency (SURE)

@ €390 bn grants
@ €360bn loans

Capital raised on
financial markets

€1074.3
BILLION

| €200 BILLION |

Pan-European guarantee fund for
loans to companies (European
Investment Bank)

[ €240 BILLION ]

Pandemic crisis support for
member states (European Stability
Mechanism)
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Overall EU's recovery package amountseta




Recovery and Resilience Facility Grants

(Percent of 2019 GDP)
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Sources: European Commission, IMF World Economic Outlook, and IMF staff calculations.



Sectoral divergencestravel and tourism sectors are being hit hard

Mights spent 2020, total Mights spent, non-residents

Countries with larger travel and tourism Couniry Miliors % change yoy _ Milions % change y-oy
sectors had steeper declines in GDP _ e —— T
s For theEU in 2020  eiona 11 0% 5 73%
B Spain 145 -59% &1 -79%
o compared to 2019- ™" . e . e
2 - CHN o nights spent by Portugal 30 41% 14 74%
domestic residents L2 S e
U ' | : : : | ; Croatia 4] -55% 35 -58%
KOR o ©  ©NOR declined by almost  suioie B o : 7

——— ary -
& 2+ _ DN AUs 30%,but by non Romaria 1s 1% | 79%
© . . ]

< 5.2, 00 resident tourists <o ’ i ! it
i -4 I ‘--,O__“QO . EU-27 1443 -30% 418 -67%
g %o o g o declined by about Estonia 4 49% ] 7%
E, -6 N o |ND % _____ . 70% Luxembourg 1 -47% 1 -53%
o SINO T Latvia & -47% 2 -S0%
% 3| Z,CEF ) o Comy Lithuania 5 45% 1 72%
- Czechia 3l -45% 8 T2%
ol . ;EA TAe ey GRC City travel has been =} - Py . e
; 0 much more affected siovakia 10 -44% 2 62%
ARG ESB . . Slovenia 9 -42% 3 7%
12 L by the crisis than ..., v o = o
0 3 10 15 20 25 coastal and rural  Avsti 7 9% 5! 4%
. Finland 14 -35% 2 -56%
% GDP generated by travel & tourism (2019) regions Sweden 40 7% 5 7%
France 282 -37% 43 -57%
Denmark 23 -32% 3 -53%
Source: OECD (202DECD Economic Outlook, Interim Report, 03/2021 Netherlands 8 S1% 2 5%

Source: Commission winter forecast, 02/202


https://doi.org/10.1787/34bfd999-en

Crisis is likely to haysersistent effects on economic structures

Euro Area: Sectoral Distribution of the Pandemic Impact
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Source Article IV Reporton Euro Area PoliciesMF, 12/2020



9% of labour force

Policy support continue® cushion the hit to thelabour market

National shoritime employment support initiatives protected around 20% of employment in the EU

o % of labour force aged 15-74) Monthly unemployment rate
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Source: European Statistical Recovery Dashboard, Eurostat



Evolution of employmentin persons and hours worked
Index, 2015=100, based on seasonally adjusted data
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Source: Eurostat, 03/2021
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Source: ECB, Commission winter forecast, 02/2021

So far firms areveathering an unprecedented shock well

Credit growth and interestrateson loansto

non-financial corporations and households.euro area

%

1.8

‘Interest rate on mortgage credit (rhs)
Growth of credit to NFCs

1.5
Interest rate on loans to NFCs (1hs)

Growth of mortgage credit
1.3

1.0

and pivate sectorfunding has been sustained

Current situation
reflects exceptional
and effective policy

support aimed at

cushioning the impact
of the liquidity shock

Liquidity risks may
prove easier to
address than solvency

ones



Qustainable resilient recovery after COVIE9

Transformation to a "new normat'what are the main challenges ahead?



