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The euro area economy is recovering from the COVID-
19 crisis, but there is still some way to go 

• The COVID-19 crisis has been exceptionally severe and sudden, 
but the recovery has also been swift, thanks to the vaccines and 
accommodative economic policy

• The spike in inflation stemming from the reopening and recovery 
of the economy is expected to be mostly temporary 

• The recovery in the euro area economy still has some way to go
because

• GDP has not yet rebounded even to the pre-crisis level from its COVID-19 
trough 

• inflation is set to undershoot the 2% target in 2021 and 2022
• economic recovery and a sustainable strengthening of inflation continue to 

rely heavily on support from economic policy
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Forceful economic policy measures would seem to have 
reduced the longer term economic scarring initially feared

• In contrast to the financial crisis, total output in the euro area is not set to 
remain persistently and substantially weaker than was anticipated before 
the crisis

• Nelimarkka & Laine: Securities purchases have boosted euro area GDP growth by 2 
percentage points and inflation by 0.5 of a percentage point in 2020–2021; the impact 
of refinancing operations has been slightly smaller.

• Inflation expectations have risen significantly since the worst phase of the 
COVID-19 crisis

• Oinonen & Vilmi: Inflation expectations fell at the beginning of the COVID-19 crisis 
and, based on a forecast using a model augmented with inflation expectations, euro 
area inflation could have remained at approximately just 1% in 2022
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Euro area recovery and previous economic crises
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The international economy is recovering from the pandemic 
crisis with the help of vaccines and economic policies

• The steep contraction in 
the global economy in 
2020 is giving way to 
growth of 6% in 2021

• Euro area growth in 2021 
will be 5%

• The COVID-19 crisis has 
been exceptionally 
severe and sudden, but 
the recovery has also 
been swift
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Euro area and United States will recover towards pre-crisis 
growth paths significantly faster than after the global 
financial crisis I/II

• Output in the United States 
reached its pre-crisis level in 
the second quarter of 2021; 
euro area output at that time
was still 2.5% below its pre-
crisis level

• The US economy will return 
to its pre-crisis growth path 
in 2022 and the euro area 
will be approaching its pre-
crisis growth path at the end 
of 2022
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Euro area and United States will recover towards pre-crisis 
growth paths significantly faster than after the global 
financial crisis II/II

• Hence, in contrast to the 
financial crisis, output will 
not remain persistently 
and substantially weaker 
than was anticipated 
before the crisis
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The collapse of private consumption was deeper in the 
COVID-19 crisis than in previous crises

• The unparalleled
contraction in 
private consumption
and the elevated
savings rate make it 
difficult to forecast 
the recovery from 
the crisis
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Factors affecting inflation as the economy opens up
and recovers and over the medium term
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Recovery has increased raw material prices
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The inflation spike caused by the reopening of the
economy and the recovery is expected to be mainly
temporary

• Raw material price rises
and supply bottlenecks
have accelerated
producer price inflation in 
the euro area

• HICP in the euro area
increased to 3% in 
August, but is expected to 
slow in 2022 as the
exceptional effects of the
COVID-19 crisis on prices
taper off
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Consumer price inflation in the euro area and United 
States currently driven up by individual sub-categories

• A significant share of the
increase in inflation in 
the euro area and the
United States is 
attributable to fuels

• In the United States, 
categories related to 
vehicle sales have also
contributed to the rise in 
inflation
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Underlying inflation in the euro area remains very moderate
and is distinctly lower than in the United States

• Underlying inflation in the 
euro area is being 
pushed up this autumn by 
the temporary VAT 
reduction in effect in 
Germany last autumn

• In August, euro area 
underlying inflation was 
also temporarily boosted 
by last year’s exceptional 
sale seasons resulting 
from the COVID-19 
restrictions
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Euro area long-term inflation expectations remain
below the ECB’s inflation target

• However, inflation
expectations have
strengthened markedly
compared to the worst
phase of the COVID-19 
crisis

• Over the medium term, 
euro area inflation will be 
dampened by economic 
slack and moderate wage 
pressures
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Inflation forecasts for the euro area have recently been
revised upwards, but inflation is still set to remain under
2% in 2022–2023

16

HICP, euro area, % change Date 2020 2021 2022 2023

ECB 09/2021
(06/2021) 0.3 2.2

(1.9)
1.7
(1.5)

1.5
(1.4)

European Commission 07/2021
(05/2021) 0.3 1.9

(1.7)
1.4
(1.3) -

IMF 04/2021
(10/2020) 0.3 1.4

(0.9)
1.2
(1.2) -

OECD 05/2021
(12/2020) 0.3 1.8

(0.7)
1.3
(1.0) -

SPF 07/2021
(04/2021) 0.3 1.9

(1.6)
1.5
(1.3)

1.5
(1.5)

Consensus 08/2021
(07/2021) 0.3 2.1

(1.9)
1.5
(1.4) -

Previous forecast in brackets. 
Sources: ECB/Eurosystem, European Commission, IMF, OECD, Consensus Economics.
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Thank you!
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