
Global Credit Outlook 2021: Back on track? 

Questions That Matter 

S&P Global Ratings December 3, 2020     45 

Inequalities | Is The Social Divide 
Widening? 

Unprecedented fiscal support cushioned the social impact of 
COVID-19. As this wears off, the question of equitable 
burden-sharing could determine political agendas in 2021. 

How this will shape 2021 
COVID-19 has become a “great divider”, at least for now. The unequal effect of the 
pandemic on different socio-economic groups could put perceptions of rising 
domestic inequalities under heightened political spotlight in 2021. Vulnerable 
populations, including lower income households, ethnic minorities, but also 
women, have often been worst affected. The World Bank expects extreme poverty—
defined as living on less than US$1.90 day—to have increased in 2020 for the first 
time in 20 years.  

Unemployment is rising. Official statistics may underestimate the effect of social 
distancing and lockdowns on employment. In particular in developed markets, 
governments have attempted to protect employment through job retention 
schemes, and people opted out of labor markets. As income protection through 
government transfers wears off, the ultimate impact on disposable incomes could 
come to light over the next few months.  

Massive fiscal support programs will be scaled back in 2021. Fiscal and monetary 
stimulus, swiftly rolled out at the onset of the pandemic, resulted in unprecedented 
fiscal imbalances and sharply rising government debt, although often at very cheap 
funding cost. Equitably and justly allocating the burden of fiscal consolidation—tax 
increases or spending cuts—could increasingly dominate political debates.   
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Extreme Poverty Rates Are Set To Rise 
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As the initial “rally-around-
the-flag” effects following 
the outbreak of the pandemic 
have worn off, long-term 
trends toward political 
fragmentation and populism 
could gain traction 

 
By year-end 2020 the 
sustainable debt market 
could exceed US$500 billion 
in annual issuance. We 
believe the sustainable debt 
market will continue to grow 
rapidly into 2021 
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What we think and why 
Social stability and predictability of policymaking could suffer. Protests and 
populist movements in 2020 triggered by the pandemic could increase the odds for 
surprise election outcomes, and perhaps even unexpected election schedules in 
2021 and beyond. As the initial “rally-around-the-flag” effects following the 
outbreak of the pandemic have worn off, long-term trends toward political 
fragmentation and populism could gain traction. This could affect institutional 
stability and the predictability of public policy decisions, which can be important 
factors in credit ratings.   

Governments will issue the fiscal bill. As governments strive to rein in the fiscal 
imbalances triggered by lost revenue and increased spending in 2020, this could 
result in debates about tax increases. While fiscal sustainability is supportive for 
sovereign ratings, tax increases or spending cuts may hamper aggregate demand.  

The economic shock has also created opportunities. Although many jobs lost in 
2020 may never be brought back, the disruption created by the pandemic could 
ultimately create new business and employment opportunities. New technological 
platforms could turn out to benefit poorer populations globally.  

What could go wrong 
Extended lockdowns could dent human capital and possibly long-term growth. A 
longer period of higher unemployment could increasingly affect skillsets. Renewed 
or longer-lasting school closures, curbed education budgets in response to fiscal 
pressures, or a protraction of dampened early career opportunities could ultimately 
convert a temporary effect on specific age cohorts into impediments to long-term 
growth.    

If household debt were to increase as a result of lost income, household debt 
affordability could depend on ongoing low interest rates. Bank risk exposure and 
asset quality could be affected.   
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U.S. Lower Wage Earners Are Harder Hit And Recovering More Slowly 

% change in employment Jan-Nov 2020 

 
Source: S&P Global Ratings. Opportunity Insights (tracktherecovery.org), and Raj Chetty et al: “The Economic Impacts of COVID-
19: Evidence from a New Public Database Built Using. 
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