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Supply chain and inflation headwinds
hamper the global recovery

M

More than 18 months after the global
recession triggered by the COVID-19
pandemic started, the economic
recovery continues. This trend owes
much to progress in the vaccine
rollout over the summer, particularly
in advanced economies, allowing for the easing
of mobility restrictions. In turn, this is spurring a
rebound in consumption of high-contact services,
such as brick-and-mortar retail, food services,
accommodation and recreation. High household
savings accumulated last year - as consumer
spending plummeted during the strict lockdowns,
and income increased, bolstered by massive
government support - are a key factor behind
the rebound in household spending in advanced
economies. The situation remains heterogeneous
in emerging economies: this rebound is benefitting
e x p o r t- o r i e n t e d c o u n t r i e s , w h i l e s e r v i c e dependent economies continue lagging.
Despite the positive outlook - our 2021 and
2022 global GDP growth forecasts remaining
unchanged (see Chart 1) - signs that the global
recovery is losing momentum are accumulating.
In the context of rebounding demand, pandemic
outbreaks in critical links of the supply chain have
resulted in supply disruptions, feeding, in turn,
price pressures. Supply chains disruptions due to
port congestions, lack of containers and ships, as
well as overstretched production capacities have

entailed shortages and price hikes, are starting
to affect manufacturers’ production and sales
across the globe. The mismatch between supply
and demand prompted a rise in commodity and
input materials prices, which is feeding higher
inflation in many countries, as they are passed
down to consumers. Headwinds represented by
supply concerns, labour shortages, and inflation,
alongside the lingering threat of COVID-19, add to
the list of risks and uncertainties. Meanwhile, an
economic slowdown in China is also contributing
to a less favourable recovery momentum.
In Q3 2021, in light of the continued recovery, Coface
upgraded its risk assessments for 26 countries,
including Germany (A2), France (A2), Italy (A4),
Spain (A2), and Portugal (A2). Strong exports of
manufactured goods to advanced markets are
prompting upgrades for export-oriented economies
in Central and Eastern Europe (Poland, Hungary,
Czechia, etc.), in Asia (South Korea, Singapore,
Hong Kong) and in Turkey (B). After downgrading
78 country risk assessments in the wake of the
pandemic last year, these 26 upgrades are in
addition to the 16 already implemented in the first
half of the year. This quarter, they are accompanied
by 30 sectoral assessment upgrades, also reflecting
improvements after widespread downgrades in the
first half of 2020.
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This document reflects the opinion of Coface’s Economic Research Department, as of the date
of its preparation and based on the information available; it may be modified at any time. The
information, analyses and opinions contained herein have been prepared on the basis of multiple
sources considered reliable and serious; however, Coface does not guarantee the accuracy,
completeness or reality of the data contained in this document. The information, analyses
and opinions are provided for information purposes only and are intended to supplement the
information otherwise available to the reader. Coface publishes this document in good faith
and on the basis of an obligation of means (understood to be reasonable commercial means) as
to the accuracy, completeness and reality of the data. Coface shall not be liable for any damage
(direct or indirect) or loss of any kind suffered by the reader as a result of the reader’s use of the
information, analyses and opinions. The reader is therefore solely responsible for the decisions
and consequences of the decisions he or she makes on the basis of this document. This document
and the analyses and opinions expressed herein are the exclusive property of Coface; the reader
is authorised to consult or reproduce them for internal use only, provided that they are clearly
marked with the name “Coface”, that this paragraph is reproduced and that the data is not altered
or modified. Any use, extraction, reproduction for public or commercial use is prohibited without
Coface’s prior consent. The reader is invited to refer to the legal notices on Coface’s website:
https://www.coface.com/Home/General-informations/Legal-Notice.
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