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Bankruptcies in Belgium for last three recessions
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Belgium - NFC Investment vs trend

GFCF-NFC
Pre-GFC-trend
Pre-Covid-trend

Source: NBB
5 year pre-shock trends are shown    
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Booming?













Supply chain disruption: 
economical versus 

political logic









Sector

Grain 

producers 

(1)

Auto makers 

(2)

Construction 

supplies (3)

Food 

importers

Fuel 

importers

Where
Brazil, India, 

US

Central 

Europe, S. 

Korea, Japan

Central Europe, 

Turkey, GCC

Egypt, 

Turkey, EU, 

Japan

EU, Turkey, 

China

Relevant 

exports 

from Russia

Fertilizers 

(urea, 

ammonium 

nitrate, 

potash, 

potassium) 

Palladium, 

neon gas, 

steel, copper

Wood, steel, iron
Wheat,  

sunflower oil

Oil, gas, 

other by-

products

Relevance 

(% share of 

global 

20-45% 5-10%

18% (wheat), 

80% 

(sunflower oil)

9% (oil), 15% 

(natural gas)

20-30% 

(palladium, 

neon); 5-7% 
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KBC Economics

Langetermijngevolgen van de coronacrisis
Een macro-economische vergelijking van de Covid-crisis
met vorige crisissen.

Hans Dewachter
Chief Economist, KBC Group NV
Group Economics and Markets (GEM) – KBC Economics

Financial Forum 25 March 2022
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Different economic crises: some implications and lessons learned

 Each time (crisis) is different – starting positions, shocks, macroeconomic
policy responses and recoveries

 Implications and lessons learned

- Shifts in the macroeconomic policy mix helped bridging the recent crisis but
(possibly) reduce the remaining macroeconomic policy space

- Limited level-scarring during Covid crisis but longer-run growth implications
still unclear

- Globalisation at risk? Derisking, (de-)globalising, decoupling …
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Yet another crisis – geopolitical and economic uncertainty
intensifying and reaching high levels
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KBC Economics 5

Each time (crisis) is different – different starting positions, shocks,
macro responses ánd different recoveries

Figures depict the change in positions relative to the pre-crisis levels one and two years into the crisis. Changes are in
percentage points or pp GDP (debt)
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KBC Economics 6

Each time (crisis) is different – different starting positions, shocks,
macro responses ánd different recoveries

Figures depict the change in positions relative to the pre-crisis levels one and two years into the crisis. Changes are in
percentage points or pp GDP (debt)
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Each time (crisis) is different – different starting positions, shocks,
macro responses ánd different recoveries
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Different economic crises: some implications and lessons learned

 Each time (crisis) is different – starting positions, shocks, macroeconomic
policy responses and recoveries

 Implications and lessons learned

- Shifts in the macroeconomic policy mix helped bridging the recent crisis but
(possibly) reduce the remaining macroeconomic policy space

- Limited level-scarring during Covid crisis but longer-run growth implications
still unclear

- Globalisation at risk? Derisking, (de-)globalising, decoupling …
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Implications and lessons learned – economic crises induced major
shifts in policy paradigms and coordination…

Trichet 6 Nov. 2008 […] underline the need for
fiscal policy to focus on medium-term
sustainability and thereby build confidence.

Trichet 6 Oct. 2011 …with financial market
uncertainty remaining high, all governments need to
take decisive and frontloaded action to bolster
public confidence

Draghi  4 Oct. 2012 […] euro area countries are
progressing with consolidation. It is crucial that efforts
are maintained to restore sound fiscal positions,

Draghi 10 March 2016 Fiscal policies should
support the economic recovery, while remaining
in compliance with the fiscal rules […] all countries
should strive for a more growth-friendly
composition of fiscal policies.

Lagarde 4 June 2020 Regarding fiscal policies, an
ambitious and coordinated fiscal stance
remains critical, […] We therefore strongly
welcome the European Commission’s proposal for
a recovery plan.
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Implications and lessons learned – a major shift in policy
paradigms also visible on central banks’ balance sheets …
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Implications and lessons learned – monetary policy targets
drifting away from𝝅∗, r* and r towards r – g ?
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Implications and lessons learned – decreasing effectiveness of
standard monetary policy in stabilising the economy?

Macroeconomic reversal rate?

Financial stability risks?

Adverse distributional side effects?

Do standard monetary policy tools
still ‘get  in all the cracks’?

Effective lower bound rendering policy
rate asymmetrically effective?
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Implications and lessons learned – macro policy shifts come at
the price of increased vulnerability despite favourable conditions

Stock versus flows in evaluating debt
sustainability

Source: N. R. Mehrotra and D. Sergeyev (2021) Debt sustainability in a
low interest rate world, Journal of Monetary Economics, vol 124
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Implications and lessons learned – … exactly at times we might
structurally need additional fiscal space

Structural challenges going forward

Climate change and transition towards
more sustainable economies

Demographics
and ageing

Crisis-related strategic repositioning
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Different economic crises: some implications and lessons learned

 Each time (crisis) is different – starting positions, shocks, macroeconomic
policy responses and recoveries

 Implications and lessons learned

- Shifts in the macroeconomic policy mix helped bridging the recent crisis but
(possibly) reduce the remaining macroeconomic policy space

- Limited level-scarring during Covid crisis but longer-run growth implications
still unclear

- Globalisation at risk? Derisking, (de-)globalising, decoupling …
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Implications and lessons learned – unlike in most recessions, we
did not observe much (level-) scarring in the Covid-crisis

No scarring

29%

29%

Scarring

Level and/or growth 71%

Level 40% Growth 31%

Crises, recessions and scarring: probability of
occurence and scarring types (level/growth)

Source: O. Blanchard, E. Cerutti and L. Summers (2015)
Inflation and activity - two explorations and their monetary policy
implications NBER WP 21726
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Implications and lessons learned – unlike in most recessions, we
did not observe much (level-) scarring in the current crisis
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Implications and lessons learned – unlike previous crises, we did
not observe much (level-) scarring in the current crisis

Growth scarring: potential channels?

• Total factor productivity
• Accelerated digitisation may catalyze productivity

gains
• Zombification may drain useful resources

• Capital intensity
• Educational gaps may have long-term impact on

human capital (composition)
• Higher risk aversion and volatility increase ‘value to

wait’
• Restructuring of business processes and supply chain

redesign may impact capital formation and resilience

• Employment
• Strutural employment--scarring avoided but ageing

forms downside risk –need to increase participation
• Enhanced automation may absorb some of the labour

shortages/mismatch

Source: European Commission (2021) Ageing report
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Implications and lessons learned – no obvious signs of economic
scarring, but crises seem to affect ‘disaster risk beliefs’ and pricing
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Different economic crises: some implications and lessons learned

 Each time (crisis) is different – starting positions, shocks, macroeconomic
policy responses and recoveries

 Implications and lessons learned

- Shifts in the macroeconomic policy mix helped bridging the recent crisis but
(possibly) reduce the remaining macroeconomic policy space

- Limited level-scarring during Covid crisis but longer-run growth implications
still unclear

- Globalisation at risk? Derisking, (de-)globalising, decoupling …
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Implications and lessons learned – (financial) globalisation acts
as catalyst in crisis transmission
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Implications and lessons learned – (de-)globalisation, decoupling
and shortening of supply chains….
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Commission Staff Working Paper

Source: D. Cerdeiro, J. Eugster, R. Mano, D. Muir and S.Peiris
(2021) Sizing Up the Effects of Technological Decoupling, IMF
WP 21/69
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 Crises have been intensifying over the most recent decades

 But each time (and crisis) is different as crises differ in source (shock), impact, macro-policy
responses and economic recovery

 The Covid crisis has been an a-typical crisis, generated by a truly exogenous shock and
addressed by an unusual (strongly supportive) policy mix, bridging the crisis but generating
possibly medium-term vulnerabilities

 Policy responses to the crises as well as structural trends however reduce the remaining
policy space and (may) leave economies more vulnerable going forward

 Unlike most previous recessions, the Covid crisis did not lead to substantial level-scarring
but structural growth is increasingly dependent on capital deepening and productivity
gains.

 Financial and trade globalisation acted as catalysts in the global transmission of crises.
Decoupling and de-globalisation may provide some de-risking but carry an (expensive)
price tag as well.
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