HIGHLIGHTS from Chapter 1:
THE GLOBAL OUTLOOK
Key Points
•
•
•

•
•

The global economy is set to expand by 5.6 percent in 2021—its strongest post-recession
pace in 80 years—in part underpinned by steady but highly unequal vaccine access.
The global recovery is uneven. Growth is concentrated in a few major economies, with
most emerging market and developing economies (EMDEs) lagging behind.
While about 90 percent of advanced economies are expected to regain their pre-pandemic
per capita income levels by 2022, only about one-third of EMDEs are projected to do the
same. As a result, per capita income catch-up with advanced economies is expected to slow
or even reverse in many poorer countries.
The global outlook remains subject to significant downside risks, which include the
possibility of additional COVID-19 waves and financial stress amid high EMDE debt
levels.
The legacies of the pandemic exacerbate the challenges facing policy makers as they
balance the need to support the recovery while safeguarding price stability and fiscal
sustainability. A comprehensive set of policies will be required to address the long-term
scars brought about by the pandemic and steer the recovery onto a green, resilient, and
inclusive development path.

Global activity: Strong but uneven global recovery. The global economy is set to expand by 5.6
percent in 2021—its strongest post-recession pace in 80 years (figure A). The recovery is highly
uneven, however, and largely reflects sharp rebounds in some major economies while many
EMDEs are lagging behind (figure B). The recovery is expected to continue into 2022, with global
growth moderating to 4.3 percent. Still, by 2022, global GDP is forecast to remain nearly 2 percent
below pre-pandemic projections.
EMDE growth: Losing ground. Aggregate EMDE growth is forecast to reach 6 percent in 2021.
The rebound reflects robust pickups in a few large economies, particularly China. In many other
EMDEs, activity is being dampened by a partial withdrawal macroeconomic support and a slow
pace of vaccination (figure C). Compared to recoveries from previous global recessions, the
current cycle is notably uneven, with per capita GDP in many EMDEs projected to remain below
pre-pandemic peaks for an extended period (figure D). While about 90 percent of advanced
economies are forecast to regain their pre-pandemic per capita income levels by 2022, only about
one-third of EMDEs are expected to do the same. As a result, per capita income catch-up with
advanced economies is projected to slow or even reverse in many EMDEs, particularly fragile
low-income countries (figure E). By the end of this year, about 100 million people are expected to
have fallen back into extreme poverty.
Risks to the outlook: Tilted to the downside. The global outlook is clouded by uncertainty and
subject to various risks. Severe COVID-19 outbreaks are still possible, especially in light of the
emergence of new variants that are more virulent, deadly, and resistant to vaccines. Elevated debt
levels make the financial system vulnerable to a sudden increase in interest rates, which could stem
from a rise in risk aversion, inflation, or expectations of faster monetary tightening. A spike in
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bankruptcies could damage the banking system, restrict the flow of credit, and trigger credit
crunches. Persistent inequalities in growth could exacerbate social unrest.
Macroeconomic policy response: A difficult balancing act. The legacies of the pandemic
exacerbate the challenges facing policy makers as they balance the need to support the recovery
while safeguarding price stability and fiscal sustainability. Continued support from monetary and
fiscal policy is needed to nurture the recovery in the short term. As the pandemic abates, a gradual
normalization of macroeconomic policy will be required. In EMDEs, such policies include efforts
to improve spending efficiency and to better target social protection measures, which can be
complemented with policies that bolster domestic revenue mobilization. International debt relief
and financing support have been critical in providing fiscal space for many countries facing
liquidity or solvency issues, but measures to the strengthen the effectiveness of debt restructuring
and increase private sector participation are likely to be needed.
Structural policy priorities: Steering the global economy toward a green, resilient and
inclusive growth. Controlling the pandemic at the global level will require more equitable vaccine
distribution, especially for low-income countries. Global initiatives, including COVAX, can
redistribute excess vaccine doses and ensure more equitable access. As the recovery becomes more
entrenched, policy makers have an opportunity to bolster a green, resilient, and inclusive recovery.
To this end, authorities can prioritize policies that facilitate the transition of labor across sectors
while protecting vulnerable groups, deepen human capital, expand access to digital connectivity,
and reduce trade costs. There is also tremendous scope to improve environmental performance
through green investments in EMDEs, including the increased the use of renewable energy sources
to lower greenhouse gas emissions (figure F).
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Figure: Global growth prospects and policy challenges

Global growth in 2021 is expected to reach its strongest post-recession pace in 80 years. This recovery
mainly reflects rebounds in some major economies. In many emerging market and developing economies
(EMDEs), however, limited vaccination has contributed to downward revisions to growth. Per capita
income in most EMDEs is projected to remain below pre-pandemic peaks for an extended period, and
progress at catch-up with advanced economies is expected to slow or even reverse in many poorer
countries. Investments in environmental sustainability can promote a green, resilient, and inclusive
recovery.
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D. Share of EMDEs exceeding pre-globalrecession peaks in per capita output after 2 years
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Sources: Bolt et al. (2018); Kose, Sugawara, and Terrones (2020); Our World in Data (database); World Bank; World Resources Institute.
Note: AEs = advanced economies; EMDEs = emerging market and developing economies.
A. Lines show global recessions, with “t” as their final year. Data for 2021-23 used in the “2020” episode are forecasts.
B. Contributions to global growth forecast for 2021 and 2022 compared to average of 2015-2019 period. Shaded area indicates forecasts.
C. Figure shows 2019 GDP-weighted forecast revisions for above and below the median of all countries in each aggregate according to the share
of population that has received at least one dose of COVID-19 vaccine as of June 1, 2021. Sample includes 36 AEs and 132 EMDEs.
D. Data for 2021-22 used in the “2020” episode are baseline forecasts.
E. Relative per capita income growth is computed as a difference in per capita GDP growth between respective EMDE groups and advanced
economies. For more information on “Small states,” see: https://www.worldbank.org/en/country/smallstates/overview.
F. Data are for 2018.
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