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It’s all about…
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The global economy skips a song
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Our outlook is highly dependent on the continuously evolving events surrounding Covid-19, such as the human impact of 
the virus itself, but also the containment measures put in place by governments. 

As such, our baseline is constructed based on the following assumptions:

1. Virus outbreaks in EU and US peak in April/ May, with lockdown measures remaining in place throughout Q2. 
Containment measures remain partially in place well into 2H 2020

2. Activity normalises gradually into 2021, but no V-shaped recovery given weak economic resilience

3. Increase in corporate insolvencies and rating downgrades, though not as bad as during the GFC

4. Tighter financial conditions feed back negatively to the real economy, improving in 2H 2020

5. Higher unemployment and permanent income losses weigh on economic activity, even as pandemic subsides

6. Increasingly coordinated fiscal and monetary stimulus support the economy, markets and confidence

Baseline Assumptions
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Economic Outlook: Global recession in 2020
Very sharp, deep and likely short with partial recovery in 2H
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Source: Swiss Re Institute

• Global recession in 20201. Output loss in the US and Eurozone to be twice as large 
as during the Global Financial Crisis (GFC) and more than twice as fast

• Economic recovery to be protracted, with output lost only partially recouped in 2H 
2020. Rising debt will lead to even less resilience in the future

• Significant fiscal stimulus of roughly 3% of global GDP (1.6% at GFC) and massive 
monetary stimulus won’t prevent company bankruptcies and rising unemployment

• Interest rates will remain very low. “Financial repression“ is on the rise with central 
banks capping yields to accommodate massive fiscal stimulus, if needed

• Downside scenarios are more likely than an upside scenario (see Alternative 
scenarios). “Stagflation” is a key medium-term risk scenario

1 Please refer to the Appendix to see the assumptions for the Baseline

2019 2020 2021 2022
Real GDP (% change)
US 2.3 -3.0 2.9 1.9
Eurozone 1.2 -4.5 2.5 0.8
Japan 0.7 -2.0 0.5 0.7
Australia 1.8 -3.0 3.0 2.4
China 6.1 3.0 7.5 5.5
EM (excl. China) 2.2 0.5 3.3 3.7

CPI (% change)
US 1.8 1.0 1.7 2.3
Eurozone 1.2 0.7 0.5 0.8
Japan 0.5 0.4 1.0 1.0
Australia 1.6 1.0 2.0 2.3
China 2.9 3.0 2.5 2.5
EM (excl. China) 5.4 4.2 4.5 4.6

CB Policy Rate (%)
US 1.63 0.13 0.13 0.38
Eurozone 0.00 0.00 0.00 0.00
Japan -0.04 0.00 0.00 0.30
Australia 0.75 0.25 0.25 0.75
China 2.50 2.25 2.35 2.45
EM (excl. China)

10y Gov. Bond Yield (%)
US 1.90 1.00 1.00 1.20
Eurozone -0.20 -0.60 -0.60 -0.40
Japan 0.00 0.00 0.00 0.20
Australia 1.40 1.00 1.30 1.50
China 3.20 2.60 2.80 2.80
EM (excl. China)

Recession
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Portfolio outflows from EM
Seeing breadth and depth
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Source: IMF

• During the Covid-19 sell-off, non-resident portfolio 
outflows from EM reached a record level in USD terms, and 
the highest ever relative to GDP1

• The breadth of outflow was the largest since the GFC, and 
the depth was important for many economies2

• Countries have responded to the outflows by increasing 
currency interventions, providing liquidity support, and 
establishing swap lines with the Fed and ECB

• Although supportive, the swap lines combined with the 
IMF intervention will not absolve the EM world from 
challenges such as the drop in demand 

1 Non-resident outflows from EM exceeded USD 100bn from January 21st to beginning of April
2 South Africa and Thailand saw outflows of more than 1% of GDP in 2 months

Cumulative non-resident portfolio flows to EM (% GDP)

Recession
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WHERE IS 
TINA?

Risk scenarios
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Alternative Scenarios
Amid tremendous uncertainty: Scenario thinking is more important than ever! 
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Pessimistic: Severe Recession Scenario           

15%

• Virus outbreak lasts longer with 
2nd waves, resulting in extended 
lockdown measures

• Virus outbreak morphs into a 
credit crisis followed by period 
of economic stagnation

Country/Currency Optimistic Pessimistic - Severe Recession Pessimistic - Stagflation
2020 2021 2022 2020 2021 2022 2020 2021 2022

R
ea

l G
D

P US -1.0 3.9 2.1 -4.4 -0.4 0.5 -3.0 0.3 0.9

Eurozone -2.5 3.5 1.4 -5.9 -0.7 0.6 -4.5 -0.1 0.4

China 5.0 8.5 5.9 2.0 4.0 4.7 3.0 4.5 4.6

In
fl

at
io

n US 1.3 1.8 2.3 0.5 0.8 1.7 1.8 2.9 5.0

Eurozone 1.2 0.6 0.8 0.3 0.1 0.5 1.2 2.1 4.1

China 3.4 2.7 2.5 2.6 1.6 1.8 3.5 3.2 4.9

1
0

y 
yi

el
d US 1.5 2.3 2.7 -0.2 -0.1 0.2 1.5 2.3 3.5

Eurozone 0.0 1.0 1.6 -1.2 -1.1 -0.9 0.5 1.5 3.0

China 3.2 4.0 4.1 1.6 1.1 1.4 3.4 4.4 5.5

Pessimistic: Stagflation Scenario                       

15%

• Similar to the severe recession 
scenario but with:

• Further market malfunctioning 
and

• Massive policy easing resulting in 
inflationary depression

Optimistic Scenario                                              

10%

• Virus outbreak peaks in April/ 
May, with lockdown measures 
lifted after 1-3 months

• Swift and coordinated policy 
action leads to V-shaped 
recovery; situation back to 
normal by summer 2020

Source: Swiss Re Institute 

Risk scenarios
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• Global total insurance premium to contract, as Covid-19 is estimated to cut growth 
by ~ 2 pct points in real terms

• Premium growth remains positive for P&C and shrinks for L&H, while rebounding 
next year. Emerging markets remain industry growth driver; China is still on course to 
be the world's largest insurance market in the 2030s

• The pandemic shock could be a “wake-up” call for higher risk awareness, translating 
into higher willingness for insurance take-up

• Paradigm shift towards parallel global supply chains will provide new growth 
opportunities, incl. in property, engineering and surety covers in the recipients 
markets of newly relocated production, mostly other EM Asian markets

• Rising opportunities in digital-related insurance as more daily life and work-life 
interactions move online. 

An overview of the insurance market outlook 
Covid-19 will take tolls on premium, but de-risk of global supply chain will bring new opportunities 
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2020F 2021F 2022F

P&C 0.9 2.5 2.6

L&H -3.1 3.2 2.7

Total -1.0 2.8 2.6

Global Financial Crisis recession path 

2008 2009 2010

P&C -2.3 -0,9 1.2

L&H -6.3 -0.1 3.2

Total -4.0 -0.4 2.4

Source: Swiss Re Institute 

Direct Premium real growth (%)

Insurance markets
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Potential paradigm shifts for the global economy
Covid-19 is likely to bring forward some of the megatrends previously identified
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Even more innovative central banks

Fiscal/ Monetary coordination and outright debt monetization

Peak of globalization and parallel supply chains

Accelerated digital transformation

Return of higher inflation?

Rising nationalization / equity stakes from government in large corporations

Long-term implications
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1. Global recession and protracted recovery means interest rates will remain very low

2. Scenario thinking is key, and the risk of stagflation is rising

3. For insurance industry challenges with lower for longer interest rates and opportunities with 
Emerging Markets, higher risk awareness, incl. digital- and pandemic-related insurance under the 
“new norms”

Key takeaways
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It’s all about…
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Thank you!

Contact us
Follow us

Stephen Higginson
Head Customer & Distribution ANZ
Stephen_Higginson@swissre.com
(03) 9935 0001

Lisa Matthews
Customer & Distribution Manager ANZ
Lisa_Matthews@swissre.com
(03) 9935 0009

https://www.linkedin.com/company/swiss-re-corporate-solutions/
https://www.youtube.com/channel/UCLmZ0dog85dBH3AkrXRB6Qw
mailto:Stephen_Higginson@swissre.com
mailto:Lisa_Matthews@swissre.com
https://twitter.com/swissre_CS
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Appendix
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Get your Swiss Re Institute publication today!

15



April 2020 | Swiss Re Institute 16



April 2020 | Swiss Re Institute 17

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. 
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