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Source: Swiss Re Institute (consensus numbers as of 9 November)
Note: No Consensus projections available for China, numbers refer to Bloomberg (17 November)

Economic Outlook: Fragile and protracted recovery

Protracted, 
fragile and 
stimulus-

dependent 
recovery

Interest rates 
will remain 

very low with 
“financial 

repression” on 
the rise

Balance of 
risk turned 
neutral on 

positive 
vaccine news

Swiss Re Institute Consensus

2019 2020 2021 2022 2020 2021

Real GDP (% change)
US 2.3 -4.1 3.5 2.3 -3.7 3.8

Eurozone 1.3 -7.3 4.0 3.0 -7.3 4.7

UK 1.3 -11.0 4.7 2.8 -11 4.7

China 6.1 2.3 7.4 5.3 2.0 8.0

CPI (% change)
US 1.8 1.1 1.7 2.0 1.2 2.0

Eurozone 1.2 0.2 0.8 0.8 0.3 0.9

UK 1.8 0.7 1.5 2.0 0.9 1.5

China 2.9 2.6 2.4 2.5 2.8 2.2

10y Gov. Bond Yield (%)
US 1.9 1.0 1.0 1.0 0.9 1.2

Eurozone -0.2 -0.4 -0.4 -0.4 -0.5 -0.3

UK 0.9 0.2 0.2 0.4 0.2 0.4

China 3.2 2.8 2.7 2.6 3.1 3.1
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Theme 1: Debt bazookas are not improving structural trend growth
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Higher debt levels in advanced economies are 
not associated with stronger growth

Evolution of general government debt, in %

Source: IMF, Swiss Re Institute
Note: the right chart compares 30y average government debt levels to 30y average real GDP growth outcomes based on 
annual data for the 20 largest advanced economies. The dashed line corresponds to the linear fitted line of observable data. 

• Debt to GDP ratios will hit all time highs. High debt levels tend to depress economic growth prospects

• Elevated debt levels also reduce fiscal space available to absorb shocks and invest for the long-term
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Theme 2: Weaker global economic resilience likely to weigh on medium term 
growth (>6M)

4Source: Swiss Re Institute Macroeconomic Resilience Index. Data is available on Sigma Explorer: https://sigma-explorer.com/

Higher economic resilience is associated with 
better growth outcomes in advanced economiesGlobal resilience set to drop by ~20% due to 

COVID-19

• Global economic resilience is 20% lower as a result of the policy stimulus due to COVID-19

• Lower buffers to mitigate future shocks deduct ~0.3%pts growth per year in advanced economies over the medium term

https://sigma-explorer.com/
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Theme 3: Low interest rates will stay low with financial repression contributing 
to the >USD16trn negative yielding govt’ bonds
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* Long-term investors are represented by US and European insurers and pension funds
Source: Datastream, Swiss Re Institute. Financial Repression Index publication available here: 
https://www.swissre.com/institute/research/topics-and-risk-dialogues/economy-and-insurance-outlook/expertise-publication-financial-
repression-here-to-stay.html

Majority of the Euro area and Japanese sovereign 
bonds are trading at negative yields

Equivalent to a 
3.5% p.a “tax” 
in the US on 
household 
disposable 

income

Yield income loss 
equivalent to 

~1.5% of total 
fixed income 

holdings for long-
term investors*

>USD 16trn of 
sovereign 

bonds globally 
trade at 
negative 

interest rates
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https://www.swissre.com/institute/research/topics-and-risk-dialogues/economy-and-insurance-outlook/expertise-publication-financial-repression-here-to-stay.html


November 2020

Key takeaways
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We expect interest rates to remain roughly flat at current levels, supported by very 
accommodative monetary policy

Positive vaccine news increases the upside potential for the 2021, however, until a vaccine 
becomes widely available, much uncertainty remains

Structural damage such as high debt levels and weakened resilience is already done. This 
will hinder the recovery which we expect will be fragile, protracted and uneven



November 2020 7

Latest Swiss Re Institute publications 
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Legal notice

©2020 Swiss Re. All rights reserved. You may use this presentation for private or internal purposes but note that any 
copyright or other proprietary notices must not be removed. You are not permitted to create any modifications or 
derivative works of this presentation, or to use it for commercial or other public purposes, without the prior written 
permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of the presentation and may 
change. Although the information used was taken from reliable sources, Swiss Re does not accept any responsibility 
for its accuracy or comprehensiveness or its updating. All liability for the accuracy and completeness of the 
information or for any damage or loss resulting from its use is expressly excluded. 


