
Europe’s Economic Outlook: Cautious 
Optimism for Virus Stricken Continent

April 21, 2021



Europe's Economic Outlook 2

Today’s Speakers

Anna Zabrodzka
Economist

Mark Zandi, PhD
Chief Economist

Luis Silva Yanez
Economist



Europe's Economic Outlook 3

1. Global Economic Outlook 
2. Europe Still Grapples with the Pandemic
3. The Matter of Rising Indebtedness 
4. Q&A 

Agenda



1 Global Economic Outlook



January 2021 5

Source: Moody’s Analytics

Expansion

In recession
At risk
Recovery

Uneven Global Recovery
Global Business Cycle Status, April 2021



April 2021 6

Achieving Herd Immunity Varies
% of population vaccinated and with immunity

Sources: Our World in Data, World Bank, Moody’s Analytics
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Lots of Pent-Up Demand and Cash

Sources: Moody’s Analytics

GDP
Bil$ % of Disposable Income Bil $ % of GDP

World 83,235                8.4 5,398.2                                       6.5

United States 21,872                13.8 2,623.2                                       12.0
United Kingdom 2,942                  14.8 306.4                                           10.4
Kuwait 115                      4.7 11.4                                             9.9
Canada 1,862                  16.6 180.9                                           9.7
Latvia 37                        14.9 3.1                                               8.3
Spain 1,387                  13.3 114.7                                           8.3
Qatar 167                      26.0 13.6                                             8.2
Israel 445                      10.3 35.7                                             8.0
Belgium 554                      12.7 39.5                                             7.1
Australia 1,590                  10.5 110.9                                           7.0
Portugal 252                      10.5 17.6                                             7.0
Bahrain 37                        13.6 2.5                                               6.8
Netherlands 985                      13.3 62.4                                             6.3
Italy 2,026                  9.8 126.3                                           6.2
Switzerland 784                      10.3 48.3                                             6.2
Germany 4,081                  10.3 251.0                                           6.2
France 2,838                  9.1 156.2                                           5.5
Austria 458                      9.0 24.8                                             5.4
Norway 423                      12.0 22.8                                             5.4
Czechia 272                      8.8 12.5                                             4.6

Excess Household Savings


Excess Saving by Country

		Excess Household Savings

		First quarter of 2021

				GDP		Excess Household Savings

				Bil$		% of Disposable Income		Bil $		% of GDP

		World		83,235		8.4		5,398.2		6.5



		United States		21,872		13.8		2,623.2		12.0

		United Kingdom		2,942		14.8		306.4		10.4

		Kuwait		115		4.7		11.4		9.9

		Canada		1,862		16.6		180.9		9.7

		Latvia		37		14.9		3.1		8.3

		Spain		1,387		13.3		114.7		8.3

		Qatar		167		26.0		13.6		8.2

		Israel		445		10.3		35.7		8.0

		Belgium		554		12.7		39.5		7.1

		Australia		1,590		10.5		110.9		7.0

		Portugal		252		10.5		17.6		7.0

		Bahrain		37		13.6		2.5		6.8

		Netherlands		985		13.3		62.4		6.3

		Italy		2,026		9.8		126.3		6.2

		Switzerland		784		10.3		48.3		6.2

		Germany		4,081		10.3		251.0		6.2

		France		2,838		9.1		156.2		5.5

		Austria		458		9.0		24.8		5.4

		Norway		423		12.0		22.8		5.4

		Czechia		272		8.8		12.5		4.6

		Finland		292		7.7		12.0		4.1

		Hungary		176		7.9		7.1		4.0

		Ireland		440		12.9		17.6		4.0

		Japan		5,183		6.9		206.3		4.0

		Russian Federation		1,581		6.7		57.5		3.6

		Sweden		600		6.9		21.5		3.6

		Chile		296		5.4		10.5		3.6

		India		3,022		4.6		104.3		3.5

		Brazil		1,409		4.9		48.3		3.4

		Cyprus		26		5.5		0.9		3.4

		South Korea		1,760		6.5		59.3		3.4

		Egypt		368		3.5		11.7		3.2

		Greece		195		4.7		5.9		3.0

		Poland		621		4.8		18.3		2.9

		Luxembourg		78		6.7		1.8		2.4

		China		16,918		3.8		388.5		2.3

		Philippines		394		3.1		8.9		2.2

		Mexico		1,238		3.2		26.9		2.2

		Croatia		61		3.3		1.2		1.9

		Slovak Republic		115		2.9		2.0		1.7

		Estonia		32		3.1		0.5		1.6

		South Africa		360		2.5		5.3		1.5

		Taiwan (Province of China)		737		2.3		9.5		1.3

		Thailand		519		1.8		5.6		1.1

		Lithuania		60		1.0		0.4		0.6

		Romania		268		1.1		1.7		0.6

		New Zealand		241		1.0		1.4		0.6

		Malaysia		369		0.7		1.7		0.5

		Peru		225		0.2		0.2		0.1

		Denmark		378		0.2		0.3		0.1

		Note: Excess savings is savings greater than counterfactual based on growth in 2019 savings.

		Sources: Government statistical agencies, Moody's Analytics





US Excess Saving by Income

		U.S. Excess Household Saving Across Income Groups

		Fourth quarter of 2020

										Share of		Share of 

						Excess Personal Saving as of 2020q4				Personal Outlays		Tax Payments

		Income Distribution:				Millions $		Share of Total, %		2020q4, %		2019, %

		First Quintile				63,030		3.4		3.0		0.1

		Second Quintile				89,560		4.8		7.0		4.1

		Third Quintile				127,953		6.8		11.9		8.2

		Fourth Quintile				184,852		9.9		19.6		8.7

		Fifth Quintile				1,408,613		75.2		58.6		79.0

				80 - 90%		190,993		10.2		15.2		20.5

				90 - 100%		1,217,620		65.0		43.3		58.5



		Total				1,874,009

		Note: Excess savings is savings greater than counterfactual based on growth in 2019 savings.

		Sources: BEA, Financial Accounts, SCF, JCT, Moody's Analytics
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Massive Policy Support

Sources: Moody’s Analytics

Fiscal support, % of 2019 GDP
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Coronavirus reported cases per 100,000 population, 7-day MA, as of Apr 16
Situation Varies Strongly Across Europe
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Israel and Seychelles Lead the Vaccinations

Source: Our World in Data, Moody’s Analytics

Total vaccinations as share of adult population in %, as of Apr. 6
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Real GDP, % change year ago
Recovery Expected in 2021…

Sources: National Statistics Offices, Moody’s Analytics
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Unemployment rate, % 
…But Unemployment Rates Will Still Rise

Sources: National Statistics Offices, Moody’s Analytics
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Employment in 2020, % change yr-ago
Employment in Some Sectors Managed to Hold

Sources: National Statistics Offices, Moody’s Analytics
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House price index, % change
Growth in House Prices Should Cool in 2021

Sources: Moody’s Analytics
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10-yr government bond yields, %
Gov. Bond Yields Already Started to Rise

Sources: National Central Banks, Moody’s Analytics
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Asset Purchases Remain High

Sources: ECB, Moody’s Analytics
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Central Banks’ key policy rates, %
Key Policy Rates Still Expected to Remain Low

Sources: National Central Banks, Moody’s Analytics
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3 The Matter of Rising 
Indebtedness 
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Change, household debt to GDP ratio, %
European Households Lever Up in Pandemic

Sources: IIF, Moody’s Analytics
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Household debt to GDP, %
De-Leveraging in PIGS Goes into Reverse

Sources: IIF, Moody’s Analytics
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Household debt to GDP, %
Nordics, France See Steady Rise

Sources: IIF, Moody’s Analytics
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Change, corporate debt to GDP ratio, %
European Firms Borrow Again in Pandemic

Sources: IIF, Moody’s Analytics
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Debt ratio 5-yr change, ppts, (x-axis), Lending rate 5-yr change, ppts, (y-axis)
Change in Rates and Leverage Before the Pandemic

Sources: IIF, BIS, Moody’s Analytics
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Government debt to GDP, %
Government Debt Spikes Across Regions

Sources: IIF, Moody’s Analytics
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Fiscal Relief Has Inflated Government Deficits

Sources: National Statistics Offices, Moody’s Analytics

Government balance, % of GDP

-16 -14 -12 -10 -8 -6 -4 -2 0 2

Spain
U.K.

Poland
Romania

Italy
France

Belgium
Netherlands
Czech Rep.

Finland
Sweden

Germany
Ireland

Switzerland
Denmark
Bulgaria

2020
2021



Europe's Economic Outlook 27

Government Debt Purchases by ECB
Cumulative net purchases as of March 2021, euros mills
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Spread – country x 10-year sovereign yield vs. Germany 10-year sovereign yield, %
Country Risk Premia Under Control

Sources: National Central Banks, Moody’s Analytics
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Debt service to Government Revenues, %
Pressures on Gov. Budgets Decrease… for Now

Sources: National Statistical Offices, Moody’s Analytics
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Current Account Balances Comparison
Current account balance, % of GDP
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Home Bias on Sovereign Bonds
Percentage of total sovereign exposure to home country
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