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Abstract
Compared with late spring and early interim summer forecasts released in June and July, those
released in late summer (September) depict overall less bad economic developments in 2020 and
better economic outcomes for 2021. This is true for Belgium, the Euro area and the US. The
stronger recovery than forecast while the containment measures were being eased in the second
quarter mostly account for this upward revision. The economic activity is projected to further recover
over the coming quarters, although progressively at a slower pace from the fourth quarter onwards
due to a normalization of growth rates. However, substantial downward risks remain, in particular
for the epidemiological developments.
Résumé
En comparaison avec les prévisions de fin de printemps et de début d’été publiées en juin et juillet,
celles publiées fin d’été (septembre) dépeignent des évolutions économiques moins mauvaises en
2020 et plus favorables en 2021. Cela est valable pour la Belgique, la zone euro et les États-Unis.
La reprise plus soutenue que prévue alors que les mesures de confinement étaient graduellement
levées explique en grande partie cette révision à la hausse. La poursuite de la reprise économique
est projetée pour les trimestres à venir, bien que le rythme ralentisse à partir du quatrième trimestre
étant donné la normalisation des taux de croissance. Cependant, des risques conséquents à la
baisse demeurent, en particulier pour la dynamique de l’épidémie.
Codes JEL : H 00
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This note on the economic situation is not based upon its own macroeconomic projections but is
intended to report on macroeconomic forecasts realised by international and supranational (IMF,
OECD, EC, ECB) and national institutions (FPB and NBB) for the world economy, the euro area
and Belgium. Other projections of private and public economic research institutes might be
included.
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List of abbreviations
BdE
BdF
BMWi
BPN
COVID-19
CPB
EA
EC
ECB
EEI
ESI
EU
EUR
EURIBOR
Eurostat
Fed
FOMC
FPB
FPS
GDP
GFCF
HICP
ICN/INR
ILO
IMF
IRES
NBB
NEER
NGEU
OECD
PEPP
PMI
Q
qoq
RRF
US
USD
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Banco de España (Spanish Central Bank)
Banque de France (French Central Bank)
Bundesministerium für Wirtschaft und Energie (German Federal Ministry for
Economic Affairs and Energy)
Belgian Prime News – NBB, primary dealers and Belgian Debt Agency
Coronavirus disease 2019
Centraal Planbureau (Netherlands Bureau for Economic Policy Analysis)
Euro area
European Commission
European Central Bank
Employment Expectations Indicator – EC
Economic Sentiment Indicator – EC
European Union
Euro currency
Euro interbank offered rate
European Statistical Office
US Federal Reserve
Federal Open Market Committee – Fed
Federal Planning Bureau
Federal Public Service
Gross Domestic Product
Gross fixed capital formation
Harmonised Index of Consumer Prices
Institut des Comptes Nationaux/Instituut voor de Nationale Rekeningen
(National Accounts Institute)
International Labour Organization
International Monetary Fund
Institut de Recherche Économique et Sociale – UCLouvain (Economic and
Social Research Institute)
National Bank of Belgium
Nominal effective exchange rate
Next Generation EU instrument
Organisation for Economic Co-operation and Development
Pandemic Emergency Purchase Programme
Purchasing Managers’ Index
Quarter
Quarter-on-quarter
Recovery and Resilience Facility
United States of America
United States dollar

1

Context and main assumptions

Compared with the economic prospects released at the end of last spring (ECB, FPB and OECD
“single-hit scenario”) and in early summer (EC and IMF), the latest updates published in September
by the ECB, the FPB and the OECD forecast more favourable overall economic outcomes for the
global economy, the euro area and Belgium. These upward revisions to the outlook mostly arise
from lower than projected output decline in the second quarter of 2020 as estimated in the latest
quarterly national accounts (August and September). It should be noted that these macroeconomic
projections are interim summer reports just like those released in late June and early July by the
IMF and the EC respectively, meaning that they are less data intensive [ 1].
The baseline scenarios of the ECB, OECD and FPB projections assume that the epidemiological
developments would be such that no more strict and widespread containment measures as those
applied in the spring months would be necessary thanks to continued preventive measures (such
as physical distancing and hygiene measures) during the transition phase (i.e. while coexisting with
the virus) which would be gradually phased out until a vaccination program is widely carried out,
which is expected to be at the end of 2021 at the earliest, assuming that a vaccine would become
available by mid-2021. Some new local outbreaks are not to be excluded in the next few months
but they would be detected and addressed fast enough by testing, tracing and isolating, so that any
containment measures would be only enforced locally (local mobility and/or activity restrictions) and
healthcare systems would not be at risk to be under pressure. Even though economic and social
costs resulting from strict and widespread containment measures would therefore be avoided,
uncertainty surrounding the epidemiological evolution, residual social distancing measures and
possible local containment measures act as a drag on confidence of economic agents and output
and thereby on the pace of economic recovery and the effectiveness of fiscal stimuli. It would
besides require some targeted economic relief measures to be maintained to cushion income
losses. In a number of economies where the outbreak is not yet under control, especially in
emerging market economies, stringent containment measures are still being applied.
Since the pace of recovery is still subject to high uncertainty, two alternative scenarios have been
built in the ECB and OECD reports, namely an upside and a downside scenarios. On the upside,
the epidemic would be better contained and/or a medical solution would be implemented earlier
whereas a return to stringent containment measures would occur (“second wave of infections”) in
the downside scenarios.
Table 1
Overview of alternative scenarios
date of release:
Economies:

ECB

OECD

FPB

Sept. 2020

Sept. 2020

Sept. 2020

Euro area

G20

Belgium

X

X

X

X

DOWNSIDE SCENARIOS
(1) Second wave of infections
and tightening of measures

UPSIDE SCENARIOS
(2) stronger post-lockdown
recovery

Belgium is not included in IMF and OECD’s interim forecasts and the NBB does not carry out economic
projections together with the ECB in March and September (ECB Staff projections).
IMF, OECD and EC’s interim reports (winter and summer) provide only a limited number of economic aggregates
and indicators and for a limited number of economies.
See previous “Note de conjoncture – juin 2020” (only available in French) for the latest interim summer reports
of the IMF and the EC.
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2

Global economic environment

Global real GDP is projected to shrink by 4.5 % year on year in 2020 and to expand by 5 % in 2021
(OECD), compared with 6 % (4.9 %, IMF) and 5.2 % (5.4 %, IMF) respectively as stated in the
single-hit scenario of the OECD Spring outlook (June). Excluding the euro area, it should decline
by 3.7 % in 2020 and rise by 6.2 % in 2021 (ECB), thereby performing somewhat better than in the
June ECB projections in which a 4-percent contraction in 2020 and a 6-percent expansion in 2021
were projected. Taken together, both these GDP growth projections are more favourable for 2020
and almost unchanged for 2021 compared with the projections of last June and July (Figure 1).
Figure 1
Global real GDP growth projections for 2020 and 2021

Sources of data: IMF, OECD, EC and ECB
NOTES : a dot corresponds to a real GDP growth forecast; OECD data of June are those of the “single-hit scenario”
x-axis: cut-off date of the projections; y-axis: real GDP growth (% change from previous year)

According to the OECD, the worldwide GDP outlook for 2020 is pushed up by the upward revisions
for the systemic economies (China, the US and the euro area) which experienced so far a faster
recovery than initially projected. Nevertheless, this revision is moderated by a several point
downward revision to real GDP growth of some major emerging economies (India, South Africa,
Mexico and Argentina) to -10 % or even -11 % year on year due to longer or more stringent
lockdowns. GDP projections are relatively unchanged for most other economies (e.g. Japan and
Korea). Discrepancies in output growth related to the COVID-19 pandemic stem from differences
in containment measures taken to tackle the health crisis (degree of stringency and duration), the
structure of economies (shares of sectors most likely to be negatively affected by public health
measures such as consumer-facing services) and macroeconomic (fiscal and monetary) and
structural policies to support the economy and its recovery.
In spite of upward revisions in GDP growth and assuming unchanged policies, the pre-crisis real
GDP levels of the overwhelming majority of economies are not expected to be reached at the end
of 2021.
The monthly OECD composite leading indicator for the OECD area (Figure 2) reached an
unprecedented tough last April (93.2) after a decline since February 2020. Since then, it has been
increasing to 98.8 in August September, that is below its long term average and its pre-crisis level.
The recovery of the indicator gained momentum until June as the confinement measures were
eased but it has lost some momentum over the summer months and in September.
That means that GDP growth rates should begin to progressively normalize from the fourth quarter
onwards, although they are expected to remain higher than in its pre-crisis projections over the
forecast horizon (by the end of 2021), implying that the recovery should be gradual and incomplete.
On a quarterly basis, output growth rates should be quite high in the third quarter owing to three
complete months of GDP recovery and gradually lower from the fourth quarter onwards. In the
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second quarter, the sharp drop in output in April (up to around -30 % on average in April) was partly
offset by the strong growth rates in May and June so that real GDP fell by 10.6 % (qoq) in that
quarter in the OECD area (while it fell by 1.8 % in the first quarter, quarter on quarter). The recovery
is forecast to be gradual and incomplete over the projected horizon due to the persistence of public
health measures, rather low confidence of firms and households and some longer-lasting economic
scars.

Figure 2
OECD Composite leading indicator for the OECD area (until September 2020)

According to the ECB, commodities prices and in particular crude oil prices should take a higher
path than assumed in June and July projections (the latter were above the assumptions of early
spring), but it should remain under its pre-crisis level. The price of a barrel of Brent crude oil (North
Sea) is assumed to rise from around USD 43 in 2020 (ECB, like EC July assumption) (instead of
USD 36-38 in late spring and early summer) towards USD 50 by 2022 (instead of around USD 40).
Although slightly higher than previously expected, international trade remains subdued. Indeed,
business investment recovers overall more slowly than private consumption and international travel
and tourism remain affected by some restrictions in the movement of persons across borders.
Since the beginning of the COVID-19 crisis, central banks around the world have been easing
monetary policies (low policy interest rates, massive asset purchase and fund programs and other
targeted measures to support credit) to meet their targets (price stability, full employment, economic
growth and/or favourable financial conditions for sectors and jurisdictions). Late August, the US
Federal Reserve made its mandate more flexible from an inflation target formally defined in 2012
at 2 % to an average inflation of 2 %, thereby allowing temporary inflation above that level. This
means that the monetary policy is likely to remain accommodative even though inflation rises above
2 %. It among other things puts a downward pressure on the US dollar against other currencies
(bilateral exchange rates), including the euro which should rise to 1.14 in 2020 and 1.18 in 2021
(compared to 1.12 in 2019) against the US dollar whereas it was projected to slightly decline in the
June projections (ECB).
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United States
Output projections have been strongly revised upwards in September for the US economy for 2020
and 2021. The US output should contract by 3.8 % (OECD) or 3.7 % (US Federal Reserve/FOMC)
in volume in 2020. The contraction is considerably milder than the previously projected -6 to -8 %
(April-June forecasts). The projections for 2021 are slightly revised downwards to 4 % (OECD,
versus 4.1 % in June) and 4 % (Fed/FOMC versus 5 % in June), though. Besides the fiscal
measures introduced since March and April, a new fiscal stimulus package worth up to 1.5 trillion
euros is to be agreed this autumn and is therefore integrated in the projections.

China
China should be one of the few economies (and the sole of the G20) to experience a GDP
expansion on a yearly basis in 2020. This was already projected in the spring and early summer
projections (except the OECD single-hit scenario in which Chinese output was expected to collapse
by 2.6 % in real terms), albeit to a lesser extent (around 1 % according to the IMF and the EC
compared with 1.8 % in the OECD September interim outlook). The confinement measures were
enforced earlier but eased earlier as well (limited in the first quarter), thereby allowing for the
economic recovery to begin earlier than in most other economies. Moreover, a fiscal stimulus
package has been launched to boost domestic demand, in particular through massive investment
projects that support the rebound in industrial production. In 2021, the Chinese output would grow
by 8 % (OECD), which is close to the June IMF projections (8.2 %), so that better output levels are
expected for 2020 and 2021 than previously estimated.

Japan
The economic projections for Japan are almost unchanged since June for 2020 (around a 6-percent
drop in real output in 2020), but somewhat revised downwards for 2021 (from around 2 – 2.5 % to
1.5 %).

8/18

3

Forecast for the Euro area
Real GDP developments and asymmetries within the area

According to the latest forecasts of the ECB, the OECD and the Belgian FPB, the decline in real
GDP in the euro area in 2020 is projected to be somewhat milder than previously forecast (in June
and July). Indeed, it would contract by 7.9 (OECD, FPB) or 8 % (ECB), rather than by around 9 %
(8.7 – 9.1 %, ECB, EC and OECD) or even 10.2 % (IMF) as depicted in Figure 3.
In 2021, the output growth projections would be globally lower, namely around 5 % (ECB, 5.1 %
according to the OECD and 5.7 % according to the FPB) instead of around 6 – 6.5 % (with the
exception of the 5.2 % expansion of the June ECB projections). However, the real GDP level
reached in 2021 would be at least as high as previously projected.
In 2022, real GDP is expected to grow by 3.2 % (ECB), which is close to the previous projections
(3.3 % according to ECB June projections).

Figure 3
Real GDP growth projections for 2020 and 2021 in the euro area

Sources of data: IMF, OECD, EC and ECB
NOTES: a dot corresponds to a real GDP growth forecast; OECD data of June are those of the “single-hit scenario”
x-axis: cut-off date of the projections; y-axis: real GDP growth (% change from previous year)

The better than expected economic outcomes for the second quarter in the area thanks to a
stronger recovery account for the revision of the economic forecasts. Real GDP fell by 11.8 %
(Eurostat, September 2020) in that quarter, after a 3.7-percent decline in the former quarter,
whereas projections prior to the release of the quarterly national accounts (Table 2) expected a
sharper decline (13 – 15.4 % according to the ECB, EC and OECD in June and July projections).
The projected quarterly growth rates for the second half of 2020 are only marginally revised (ECB)
and would imply a recovery of around half of the loss experienced in the first half of the year
(cumulative decline in GDP) by the end of September (third quarter).
Apart from that, the positive effect of further economic policy measures (see Section 3.2 below), is
expected to be mainly dampened by the appreciation of the euro nominal effective exchange rate
(NEER) [2] and higher oil prices (see Section 1 for global economic developments) inducing a loss
in price competitiveness. As a result, the GDP path until 2022 is shifted upwards but has more or
less the same shape as projected last June (ECB) (Figure 4).

For the record, the euro NEER has already appreciated at the beginning of the COVID-19 crisis because its
bilateral exchange rates against most of emerging market currencies increased as the euro is considered as a
so-called safe haven currency, but the euro did not appreciate against the US dollar.

2
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Table 2
Quarterly real GDP growth for the euro area (2020)
release

2020Q1

2020Q2

2020Q3

2020Q4

2020

2021

projected realised[a]

projected realised[a]

projected realised[a]

projected

projected

projected

IMF
EC

Apr.
May

n/a
-3.5

-

n/a
-12.2

-

n/a
8.3

-

n/a
3.3

-7.5
-7.7

4.7
6.3

ECB
OECD[b]
FPB

June
June
June

-

-3.8 *
-3.6
-3.6

-13.0
-15.4
n/a

-

8.3
10.9
n/a

-

3.2
4.3
n/a

-8.7
-9.1
-11.0

5.2
6.5
8.5

IMF
EC

June
July

-

-3.6
-3.6

n/a
-13.6

-

n/a
8.8

-

n/a
3.4

-10.2
-8.7

6.0
6.1

FPB
ECB
OECD

Sept.
Sept.
Sept.

-

-3.7
-3.7
-3.7

-

-12.1
-12.1
-11.8

n/a
8.4
n/a

-

n/a
3.1
n/a

-7.9
-8.0
-7.9

5.7
5.0
5.1

-

[a] : Eurostat (flash estimates, quarterly aggregates, quarterly accounts and updates)
[b] : Single-hit scenario
* flash estimate (May 2020)

Figure 4
Quarterly real GDP forecast (level) for the euro area (2020-2022)

At the end of September, approximately 70 % of the cumulative loss (i.e. the difference between
the pre-crisis level and the trough) in the monthly Economic sentiment indicator of March and
April has been recovered (while one third had been recovered at the end of June) (Figure 5). The
pace of recovery slowed down over July and August. Consumer sentiment and sentiment in the
building sector seemed to stagnate (at around 45 % and 25 % of combined loss recovered,
respectively) until the end of August after a strong recovery in May and June, but increased in
September (around 50 % and 35 % of loss recovered). Sentiment has recovered the most so far in
the industry (80 % of loss recovered). Sentiment in the services sector and in the retail sale sector,
which experienced the strongest decline during the lockdown, strongly improved since May thanks
to the further easing of containment measures but their levels remain rather low (around 60 % and
70 % of loss recovered, respectively).
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It is worth noting that the composite output PMI for the euro area (flash estimates, IHS Markit) has
decreased for the second consecutive month to 50.4 in September, meaning a slow increase in the
output in September. While the manufacturing industry index has further increased (stronger output
growth recorded, pushed up by Germany’s manufacturing sector), the services index has
decreased below 50 (compared with 50.5 in August), i.e. business activity in that sector has
deteriorated, due to some resurgence of infections and social distancing measures.
Figure 5
EC’s business and consumer confidence indicator for the euro area (until September)

As previously projected, ES, IT and FR have experienced the sharpest collapse in output in the first
half of 2020 while it was relatively mild in DE and NL (Figure 6). Nordic (DK, FI, SE) and Baltic (EE,
LT, LV) economies and some other economies (BG, IE, PL and NL) experienced a one-digit
cumulative hit to real GDP in the first half of the year.
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Figure 6
Cumulative decline (qoq) in real GDP in the first half of 2020

For 2020 as a whole, divergences in GDP growth forecasts across the largest economies remain
but projections have been all revised upwards for 2020 in September (Figure 7).
Figure 7
Real GDP growth projections for 2020 and 2021 in the largest EA economies

Sources of data: IMF, OECD, EC, ECB, Banque de France, Banco de España, Centraal Planbureau and BMWi
NOTES: a dot corresponds to a real GDP growth forecast; OECD data of June are those of the “single-hit scenario”
x-axis: cut-off date of the projections; y-axis: real GDP growth (% change from previous year)

12/18

Economic policy

3.2.1 Monetary policy
The monetary policy of the ECB has been eased again early June (additional EUR 600 billion asset
purchase as part of the PEPP extended at least until June 2021, which was not included in the June
ECB projections) but was globally unchanged at the monetary policy meeting of early September.
The monetary policy seems to convince that rates will be kept low for a long time (ECB, OECD) as
short-term (EURIBOR) and long-term interest rates and ten-year nominal government bond yields
have decreased over the summer months.

3.2.2 Fiscal policy
Over June and the summer months, further discretionary fiscal measures related to the COVID-19
crisis (which have a direct impact on public balances, such as subsidies and short-time work
schemes) have been taken by Member states for 2020 and 2021 so that the estimated measures
account for 4.5 % of GDP in 2020 (ECB, updated from 3.5 % in the June ECB projections and July
EC forecasts and 3.75 % in June OECD forecasts). Public guarantees, loans and capital injections
account for approximately 20 % of GDP in 2020 (ECB, globally stable).
The EUR 750 billion euros worth NGEU recovery fund (loans and subsidies financed through the
issuance of common debt and whose main pillar is the RRF) which Members states (the European
Council) agreed upon in mid-July is taken into account in the projections insofar as some recently
adopted national discretionary fiscal measures may be funded by it and its announcement has a
positive impact on confidence and a downward effect on spreads of sovereign bonds in the euro
area (in addition to the effect of the ECB monetary policy). The implementation of the recovery and
resilience plans (RRP) is expected to close the gap between Member states as the economies
which have been the most negatively affected by the crisis will benefit relatively more from the
programme.

Real GDP components
The fall in private consumption has been very pronounced due to lockdown measures but the
rebound should be robust thanks to pent-up demand boosted by cushioned real disposable income
even though some precautionary savings remain (rather low confidence). On an annual basis, it
should fall as deep as GDP in 2020.
Business investment recovers much more slowly due to liquidity shortfalls, higher indebtedness
of non-financial corporations and relatively low demand. Some firms may be at risk of insolvency
and bankruptcy. Gross fixed capital formation (GFCF) is therefore expected to experience a sharper
fall in 2020 than private consumption, net exports and overall GDP.
Due to supply chain disruptions, rather low business investment and residual restrictions, exports
should fall deeper than imports. As a result, net exports have a negative contribution to GDP
growth in 2020.

Labour market developments
While employment declined somewhat less than excepted in the second quarter in the area, the
harmonised unemployment rate raised less than projected owing to a higher drop in labour force
(discouraged unemployed workers) and the aforementioned employment developments. In the
second half of 2020 and early 2021, unemployment should rise more strongly due to a sharper drop
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in employment as job retention measures are eased (layoffs) and progressively higher labour force.
It would thereafter decline with the economic recovery. Compared with the later spring and early
summer projections, the unemployment rate is expected to be lower (8.5 % in 2020 instead of
around 10 % and 9.5 % in 2021 instead of around 10 %) and employment growth should be higher
than expected in 2020 but lower over the forecast horizon (2021-2022) (ECB).

Inflation
In June and July forecasts, headline HICP inflation was expected to decrease to 0.3 % in 2020 in
the euro area due to the fall in energy prices (energy inflation) and weak demand (core inflation)
whose combined downward pressure outweighs the upward price pressure of increasing food
inflation during lockdowns and supply side disruptions (lower supply and higher costs) [ 3].
Since then, over the whole year, energy inflation is higher and the demand is stronger than
expected, on the one side; food inflation should be lower, VAT rate is cut in the second half of the
year in Germany and the euro is appreciating more than initially forecast (imported disinflationary
effects), on the other side. Both these recent opposing developments offset each other, which
implies that core and headline inflations projections are unchanged for 2020 (ECB). For 2021,
headline inflation is revised upwards to 1 % by the reversal of the VAT reduction in Germany, higher
demand than expected (inter alia due to the macroeconomic policy) and despite marginally lower
food inflation than initially expected and the euro appreciation. It should eventually slightly exceed
its pre-crisis level (1.2 % in 2019) in 2022 but remain under ECB’s targeted value (1.3 %).

Public finance
Due to slightly better macroeconomic forecasts for the horizon (2020-2022), the cyclical
component of general government budget balance in the Euro area, which includes automatic
fiscal stabilisers, is revised somewhat upwards compared with the June forecast (ECB). The
cyclically-adjusted primary balance should deteriorate more than expected because the fiscal
policy stance has been further loosened. Interest payments should be lower due to lower gross
public debt-to-GDP ratio (decreasing path after 2020 but still beyond 100 % in 2020 and 2021).
While the positive revisions should be outweighed by the negative revisions in 2020, the trend
should reverse by 2022. As a consequence, the general government budget deficit is excepted to
amount to 8.8 % in 2020, 4.9 % in 2021 and 3.6 % in 2022.

For the record, compared with the early spring forecasts (IMF and EC), the late spring and early summer
forecasts relied on weaker demand but higher oil prices and food price inflation assumptions so that HICP was
revised marginally upwards for 2020.
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4

Forecast for Belgium
Real GDP developments

Belgium’s economic growth prospects for 2020 have also been revised upwards in September.
GDP should decrease by 7.4 % in 2020 (FPB), which is quite less than the approximate 9-percent
or 10.5-percent (FPB) drop previously forecast (June and July projections, see Figure 8), and
increase by 6.5 % in 2021 so that next year’s annual average output level would be higher than
expected in June and July.
Figure 8. Real GDP growth projections for 2020 and 2021 in Belgium

Sources of data: IMF, OECD, EC, NBB, FPB, BPN and IRES/UCLouvain
NOTES : a dot corresponds to a real GDP growth forecast; OECD data of June are those of the “single-hit scenario”
x-axis: cut-off date of the projections; y-axis: real GDP growth (% annual growth)

Table 3
Quarterly real GDP growth for Belgium (2020)
release

2020Q1

2020Q2

2020Q3

2020Q4

2020

2021

projected realised[a]

projected realised[a]

projected realised[a]

projected

projected

projected

IMF
EC

Apr.
May

n/a
-5.0

-

n/a
-11.5

-

n/a
11.9

-

n/a
2.2

-6.9
-7.2

4.6
6.7

NBB
OECD[b]
FPB

June
June
June

-

-3.9 *
-3.6
-3.6

-16.0
-14.7
-20.0

-

n/a
9.1
16.6

-

n/a
4.6
2.6

-9.0
-8.9
-10.6

6.4
6.4
8.2

IMF
EC

June
July

-

-3.6
-3.6

n/a
-15.5

-

n/a
11.5

-

n/a
3.1

n/a
-8.8

n/a
6.5

FPB
OECD

Sept.
Sept.

-

-3.5
-3.5

-

-12.1
-12.1

8.5
n/a

-

2.4
n/a

-7.4
n/a

6.5
n/a

[a] : NAI (flash estimates, quarterly aggregates, quarterly accounts and updates), also updated on Eurostat
[b] : Single-hit scenario
* flash estimate (Apr. 2020)

For the next few quarters, the pace of recovery is expected to slow down. Indeed, the overall
synthetic curve (NBB) (Figure 9) is increasing but has lost some momentum over the recent
months (75 % of loss between its pre-crisis level and the trough reached during the lockdown have
been recovered). Sentiment in the manufacturing industry keeps increasing (80 % of loss
recovered), but it decreased in the trade sector for the second consecutive month (38 % of loss
recovered). The pattern of recovery in confidence is not monotonic in the building industry (74 % of
loss recovered) and business-related services (81 % of loss recovered) which stagnated over the
last two and three months, respectively.
While the confidence of consumers marginally deteriorated in July and strongly deteriorated in
August to reach its trough level of April again (-26), it strongly recovered in September (45 % of
cumulative loss of its pre-crisis level recovered) (Figure 10).
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Figure 9
Business confidence (NBB monthly survey) (until September)

Figure 10
Consumer confidence (NBB monthly survey) (until September)

Labour market developments
The harmonised unemployment rate (Eurostat/ILO) would be stable in 2020 (at 5.4 %), while it
was previously expected to increase to 6 % or around 7.4 %, as employment is decreasing, all the
more since job retention measures have been phasing out, but the labour force has decreased in
the first half of 2020 (the “inactive” category has increased). The unemployment rate would increase
to 6.6 % in 2021 (less than initially forecast) due to increasing labour force and decreasing
employment in the first half of 2021. It would thereafter progressively decrease as the economic
activity recovers.
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Public finance
According to FPB projections based on FPB macroeconomic forecasts of early September, the
general government deficit in Belgium would deteriorate to 10.2 % of GDP in 2020 (33.752 billion
euros), which is more favourable than in the June projections (11.1 %) thanks to better than initially
projected macroeconomic developments. In 2021, the deficit would reach 5.4 % of GDP (instead of
5.7 %) and would stay rather high at more or less 4.3 % by 2025 (instead of around 5 %) in spite
of the vanishing of the output gap. While temporary discretionary fiscal measures are limited to
2020 and marginally to 2021 and no other measures (such as recovery plans) are taken over the
horizon (unchanged policy scenario), the deterioration of public finance compared with the
projections without the COVID-19 crisis is due to lower GDP levels and employment rates.
The public debt-to-GDP ratio would decrease from 117.2 % in 2020 to 112.8 % in 2022 (Table 4).
Thereafter, it would rise again to 116.4 % of GDP by 2025 due to nominal GDP growth rates whose
downward effect on the debt-to-GDP ratio would no longer be strong enough to outweigh the impact
of rather high headline public deficits.
Table 4
General government budget forecasts for Belgium (% of nominal GDP)
2019
realised
actual balance
-2.0
structural balance
-2.7
gross public debt
98.7
p.m. real GDP growth
1.4
GDP deflator
1.5
Source of data: FPB (Oct. 2020)

2020
projected
-10.2
-5.8
117.2
-7.4
0.7

2021
projected
-5.4
-4.1
113.4
6.5
1.6

2022
projected
-4.3
-4.1
112.8
3.1
n/a

2023
projected
-4.3
-4.2
114.0
1.3
n/a

2024
projected
-4.4
-4.3
115.2
1.3
n/a

2025
projected
-4.2
-4.2
116.4
1.1
n/a

The Monitoring Committee (FPS Policy and Support Activities) has also assessed the public finance
developments for 2020 and 2021 based on the latest economic budget of the FPB. However, the
update is only for the central government administrations and social security administrations (the
so-called Entity I) and it is done assuming unchanged policies (no measures of the new federal
government since early October are taken into account). The deficit of Entity I would amount to
7.65 % of GDP in 2020 and 5.14 % in 2021, which is better than forecast last June (Table 5).
Table 5
Central government and social security budget
forecasts for Belgium (% of nominal GDP)
2019
realised
-1.74
-1.91
0.18

2020
projected
-7.65
-4.97
-2.68

2021
projected
-5.14
-3.46
-1.68

structural balance
COVID measures
interest payments
other

-2.22
0.00
-1.72
-0.50

-5.02
-2.01
-1.77
-1.24

-4.02
-0.18
-1.51
-2.33

one-offs
cyclical component

0.09
0.39

0.39
-3.02

-0.22
-0.90

actual balance
Central government
Social Security

p.m. real GDP growth
1.4
-7.4
6.5
GDP deflator
1.5
0.7
1.6
Source of data: Monitoring Committee (FPS BOSA) (Oct. 2020)
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