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When and how?

Business as usual?  New normal? 

Conditions for economic recovery after COVID-19 Preconditions for a sustainable, resilientrecovery



Recovery - light at the end of the tunnel? 



global economy is bouncing back



In 2021 expansion is expected in all EU member states

Annual real GDP growth in %

Source: Commission winter forecast, 02/2021

but 
significant 
country 
divergences 
will persist 



What explains divergences across countries? 



Sources: Database of Country Fiscal Measures in Response to the COVID-19 Pandemic; 
and IMF staff estimates; Note: Estimates as of end-December, 2020

National fiscal policies have provided critical support for workers and firms

EU member states 
undertook an 

unprecedentedly 
strong and rapid 

fiscal policy 
response, with fiscal 

and liquidity 
measuresestimated 
to have cushioned 
the contraction in 
GDP in 2020 by 
around 4.5 pp*

*Source: Communication "One year since the outbreak of COVID-
19: fiscal policy response", European Commission, 03/2021 



National fiscal responses have been supported by the EU response

Overall EU's recovery package amounts toϵн оспΦо ōƛƭƭƛƻƴ





Sectoral divergences - travel and tourism sectors are being hit hard

Source: OECD (2021),OECD Economic Outlook, Interim Report, 03/2021

For the EU in 2020 
compared to 2019  -

nights spent by 
domestic residents 
declined by almost 
30%, but by non-
resident tourists 

declined by about 
70%

City travel has been 
much more affected 

by the crisis than 
coastal and rural 

regions

Source: Commission winter forecast, 02/2021

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


Crisis is likely to have persistent effects on economic structures

Source: ArticleIV Reporton Euro Area Policies, IMF, 12/2020

Social distancing and 
behavioral changes are likely 

to persist for some time, 
reducing the demand in 

contact-intensive sectors and 
constraining their operations

The potential reallocativeand 
distributional consequences 

could have significant 
implications for labor and 

product markets



Policy support continues to cushion the hit to the labour market

Monthly unemployment rate

Source: European Statistical Recovery Dashboard, Eurostat

National short-time employment support initiatives protected around 20% of employment in the EU



Source: Eurostat, 03/2021



So far firms are weathering an unprecedented shock well
and private sector funding 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

Source: ECB, Commission winter forecast, 02/2021



Sustainable, resilient recovery after COVID-19

Transformation to a "new normal" - what are the main challenges ahead?


