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» The G-20 economies will experience an unprecedented shock in the first half
of this year and will contract in 2020 as a whole, before picking up in 2021. We
have revised our growth forecasts downward for 2020 as the rising economic costs of
the coronavirus shock and the policy responses to combat the downturn are becoming
clearer. We now expect G-20 real GDP to contract by 0.5% in 2020, followed by a pickup
to 3.2% growth in 2021. In November last year, before the emergence of the coronavirus,
we were expecting G-20 economies to grow by 2.6% in 2020.
» Fiscal and monetary authorities are increasingly stepping up the level of support
to their economies to avert permanent damage to households and businesses.
Globally, authorities are adopting important policy measures such as income guarantees
and regulatory forbearance in an effort to reduce the risk of simultaneous defaults
weakening financial stability. We expect policy measures to continue to grow and
deepen, as the consequences of the shock in terms of depth and duration become clearer.
Nevertheless, downside risks to growth remain sizable.
» Business activity will likely fall sharply across advanced economies in the first half
of 2020. We project cumulative contraction over the first and second quarters of 2020
of 5.4% in Germany (Aaa stable), 4.5% in Italy (Baa3 stable), 4.3% in the US (Aaa stable),
3.9% in the UK (Aa2 negative) and 3.5% in France (Aa2 stable). Although supportive fiscal
and monetary policy measures will likely aid recoveries with above-trend growth in the
subsequent quarters and in 2021, the output loss in the second quarter is unlikely to be
recovered.
» We now forecast China real GDP growth of 3.3% in 2020, followed by 6.0%
growth in 2021. Slow improvement in consumer demand will temper the pace of China's
(A1 stable) recovery. In other emerging market countries, a sharp reduction in GDP in the
second quarter is also inevitable especially where strict containment measures have been
imposed. But the recovery in emerging markets will likely be relatively more muted than
in advanced economies. A general lack of social safety nets, a weaker ability to provide
adequate support to businesses and households, and inherent weaknesses in many of the
major emerging market countries will amplify the impact of the shock.
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Exhibit 2

Global macroeconomic outlook for the G-20 countries, 2020-21
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1. See our previous Global Macro Outlook, “Coronavirus will hurt economic growth in many countries through first half of 2020,” March 2020; Germany forecasts are not seasonally
adjusted.
Source: Moody's Investors Service

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.

2

25 March 2020

Global Macro Outlook 2020-21 (March 25, 2020 Update) : The coronavirus will cause unprecedented shock to the global economy

CROSS-SECTOR

MOODY'S INVESTORS SERVICE

The global economy will contract in 2020, followed by a pickup in 2021
We have revised our global growth forecasts downward for 2020 as the rising economic costs of the coronavirus shock, particularly in
advanced economies, and the policy responses to combat the downturn are becoming clearer. We now expect real GDP in the global
economy to contract by 0.5% in 2020, followed by a pickup to 3.2% in 2021. In November last year, before the emergence of the
coronavirus, we were expecting the global economy to grow by 2.6% this year.
Our forecasts reflect the severe curtailment of economic activity in recent days as the coronavirus has spread throughout the world.
Lockdowns and other social distancing measures have expanded throughout advanced and emerging market countries. Financial sector
volatility has exploded to levels last seen during the 2008 global financial stress, despite the expectation of rapid policy response from
major central banks and governments. Equity markets have continued to slide and credit spreads have spiked even as central banks and
governments in advanced economies have offered assurances of liquidity and credit. The financial market stress is a reflection of deep
anxiety and uncertainty around the real economic costs that households and businesses around the world will bear.
The severe compression in demand over the next two to four months will likely be unprecedented, as China's data for the months of
January and February reveal. Also, as expected, purchasing managers' index indicators for the euro area confirm a sharp contraction
is already underway. Moreover, the widespread loss of income for businesses and individuals across countries will have a multiplier
effect throughout the global economy. Over the next few months, job losses will likely rise across countries. The speed of the
recovery will depend on to what extent job losses and loss of revenue to businesses is permanent or temporary. Even in countries
where governments are in a position to provide support through large and targeted measures, some small businesses and vulnerable
individuals in less-stable jobs will likely experience severe financial distress.
Fiscal and monetary authorities are increasingly stepping up the level of support to their respective economies. Fiscal measures
include immediate support to households in the form of tax relief and transfers, credit lines and subsidies to businesses, and explicit
government guarantees on bank loans. Meanwhile central banks are taking actions aimed at ensuring ample liquidity in the financial
system, that credit conditions do not overly tighten, credit continues to flow smoothly to households and businesses, and the banking
system remains robust.
For central banks, limiting the duration of the shock to one or two quarters is also imperative to prevent it from manifesting into
a banking or broader financial sector crisis. As economies temporarily come to a standstill, and income generation stops for many
businesses and individuals, financial obligations in the form of rent, utilities and debt continue to add up. Therefore, European and
US authorities are adopting important policy measures such as income guarantees and regulatory forbearance in an effort to reduce
the risk of simultaneous defaults weakening financial stability. We expect policy measures to continue to grow and deepen, as the
consequences of the shock in terms of depth and duration become clearer.
Overall, however, it is impossible to accurately estimate the economic toll of this crisis. There are significant unknowns, such as how
long the virus will take to be fully contained and, by extension, how long economic activity will remain disrupted. China, where the
outbreak began, has announced a plateauing of the number of new infections – the so-called flattening of the curve – while new
coronavirus infections in hard-hit Italy also appear to have slowed. But as seen in some of the recent data, a resurgence in new cases
could reemerge in countries after they lift travel restrictions and social distancing measures, leading to longer spells of restrictive
measures.
Given the tremendous uncertainty, there is a range of plausible outcomes. The risks to our baseline forecasts remain firmly to the
downside. In particular, a sustained pullback in consumption and prolonged closures of businesses would hurt earnings, drive layoffs
and weigh on sentiment. The longer these conditions persist, the more they would potentially feed self-sustaining recessionary
dynamics, and expose existing vulnerabilities in the real economy and in financial sectors.

We have revised down growth forecasts for almost every G-20 economy
We envision sharp contractions in almost all advanced economies associated with social distancing rules, closures and restrictions on
travel and tourism, with the brunt of the shock concentrated in the second quarter. Our forecasts assume that fiscal and monetary
policy measures will help prevent the situation from turning from a short-term shock into long-term stress in advanced economies.
Nevertheless, we are estimating a significant loss of output across advanced economies.
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Severe drops in business activity are likely across advanced economies in the first half of 2020. We project severe cumulative
contractions over the first and second quarters of 2020 of 5.4% in Germany, 4.5% in Italy, 4.3% in the US, 3.9% in the UK and 3.5% in
France. Although supportive fiscal and monetary policy measures will likely aid recoveries with above-trend growth in the subsequent
quarters and in 2021, the output loss in the second quarter is unlikely to be fully recovered. There are several reasons to be cautious
about the pace of the recovery: (1) the nature of services makes it impossible to fully recoup lost output; (2) given that this shock
affects consumer behavior, consumers over the short term will likely remain wary of returning to pre-coronavirus levels of economic
engagement in services; and (3) even where we expect fiscal and monetary policy support to be substantial, some households and
businesses will have suffered negative income shocks because even the most effective policies will likely have uneven effects, with
some individuals benefitting more than others.

The recovery in emerging markets will be weaker than in advanced markets
Although economic activity in China has resumed, the recovery is tepid and is expected to remain so. Based on the latest high
frequency indicators, we estimate that China’s economy contracted by around 10% in the first quarter on a sequential basis. The lifting
of many of the restrictions intended to reduce the spread of the virus should aid a rebound in the second quarter as people return
to work. However, the significant supply chain disruptions in the first quarter and weak external demand, particularly in the second
quarter, will weigh on capacity utilization.
We now forecast China real GDP growth of 3.3% in 2020, followed by 6.0% growth in 2021. But slow improvement in consumer
demand will temper the pace of the recovery in the second half of the year. Fiscal easing focused on increasing household spending
will likely help lift domestic demand in the second half of the year, but investment growth, particularly in the private sector, will remain
soft. Although the fiscal stimulus so far has been relatively modest, with the focus on spending on coronavirus control, tax exemptions
and employer costs, we believe that further substantial fiscal policy easing will be potentially forthcoming after the next National
People’s Congress meeting. For 2021, our projections reflect our view that monetary and fiscal policy will support a steady recovery.
We have revised our 2020 growth forecasts downward for all G-20 economies, with the exception of Saudi Arabia (A1 stable), where
the decision to increase oil production to 12 million barrels a day until June, will support GDP growth in 2020. In other emerging
market countries, a sharp reduction in GDP in the second quarter is inevitable, reflecting both domestic restrictions and a steep fall in
external demand. We expect Turkey’s (B1 negative) economy to be hit the hardest, with a cumulative contraction in second- and thirdquarter GDP of about 7.0%. The shock will likely take a large toll on Turkey’s tourism-related sectors through the summer.
Similarly, we are also projecting a 5.2% contraction in Mexico (A3 negative) and a 3.5% contraction in Brazil (Ba2 stable) in the first
half of this year. For the full year, we expect contractions of around 3.7% in Mexico and 1.6% in Brazil. Mexico’s exposure to the US
economy and the weak policy response from the Mexican government make it particularly vulnerable. A sharp reduction in tourism,
which represents around 16% of Mexico's GDP, is an additional source of vulnerability. In Brazil, the government and central bank have
announced some measures to mitigate the economic impact and to provide support to businesses and vulnerable segments of society.
However, the fiscal deficit and relatively high debt is constraining the government’s ability to provide a stronger fiscal response. We
therefore expect a significantly negative effect on employment and growth.
The governments of India (Baa2 negative) and South Africa (Baa3 negative) have announced 21-day lockdowns. We expect these
measures to dampen economic growth in both countries this year. For India, we are now projecting growth rates of 2.5% in 2020
followed by 5.8% next year. For South Africa, we now project a contraction of 2.5% in 2020 followed by 1.1% growth in 2021. At
these low growth rates, sharp falls in incomes in both countries would be likely, further weighing on domestic demand and the pace of
recovery in 2021. In India, credit flow to the economy already remains severely hampered because of severe liquidity constraints in the
bank and non-bank financial sectors.
A general lack of social safety nets, weak ability to provide adequate support to businesses and households, and inherent weaknesses
in many major emerging market countries will amplify the effects of the coronavirus-induced shock. Additionally, emerging market
countries with relatively open capital markets remain vulnerable to risk-off financial market sentiment as the growth outlook
deteriorates. As a result, recoveries in many of the emerging market economies will likely be relatively more muted than those in
advanced economies and China.
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