
Global Credit Outlook 2021: Back on track? 

Questions That Matter 

S&P Global Ratings December 3, 2020     41 

Build Back Greener | Is A Green 
Transition Now Home And Dry? 

COVID-19, the EU recovery plan, and the U.S. presidential 
election will act as catalysts for the green transition. 

How will this shape 2021 
President-elect Joe Biden promises significant regulatory changes on climate 
policy. Mr. Biden said he will rejoin the Paris Agreement, the international climate 
accord, on day one. He also convened a climate world summit in his first 100 days to 
promote global collaboration in climate protection. He could revoke the Affordable 
Clean Energy rule and replace it with a rule leading to net-zero emissions by 2035. 

COVID-19 has boosted prospects for the EU Green Deal. To address the economic 
consequences of the pandemic, the EU has implemented a €750 billion recovery 
plan, 30% of which should be used to speed up the green transition, with the goal to 
de-carbonate the European economy by 2050. Almost half of the EU money (45%) 
will flow to EU member states as grants in the next two years. 

What we think and why 
The call for collaboration in climate protection on both sides of the Atlantic could 
speed up carbon-pricing. Raising a carbon tax at the EU border has been a key 
proposal of the EU Green Deal since 2019. Similarly, the future Biden 
administration proposes “carbon-adjustment fees or quotas” on imports from 
trading partners that fail to meet their environmental obligations. Coordination 
between the U.S. and the EU would be essential for the global economy. 

Europe has finally found the fiscal space it has been lacking for years and this 
will foster its recovery. The European policy mix has relied on monetary stimulus 
only since 2012, to the point that monetary policy has lost traction. Close to the 
effective zero low bound, fiscal stimulus is much more powerful and Europe needs 
to close its investment gap to stay on a longer-term path of sustainable growth. 

A Green EU safe asset will support the international role of the euro and improve 
the transmission of monetary policy. The EU recovery plan will largely be funded 
by debt issuance at the EU level, up to 30% as Green bonds. It’s still not a full 
Hamiltonian moment for Europe, but it will provide financial markets with a liquid 
safe asset and help the ECB to overcome the limits on QE set by the EU Treaty. 

What could go wrong 
A gridlocked U.S. Congress might complicate decisions on any national carbon 
tax, as the President has no executive authority on that. Democrat lawmakers in 
carbon states would also be reluctant to support Mr. Biden’s climate agenda, 
particularly as Congress nears midterm elections. A way out for Mr. Biden could be 
to rule on stand-alone taxes on carbon-intensive imported goods. These are import 
tariffs, i.e., trade policy, for which Mr. Biden has executive authority. 

Mr. Biden will focus on stabilizing the health of the American population and the 
U.S. economy in his first year. Long-run structural policy changes will take a 
backseat to the nation’s immediate concerns. 2022 midterm elections will later add 
an additional roadblock in achieving his climate objectives.  

Less than the question of timing, it is the size of the EU recovery plan that 
matters. While this plan should undergo a long process of ratification, its 
implementation might be delayed rather than blocked. The main issue is whether 
the plan will be bold enough to close the investment gap that Europe is facing, 
especially in infrastructure. If not, the European recovery might remain fragile.  
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About 30% of the European 
€750 billion recovery plan will 
target climate-friendly 
projects 

EU Infrastructure Investment By Asset 
Class: Finally A Trend Reversal After A 
Decade Long Decline? 

 

Public Infrastructure Investment Near 
A Multi-Decade Low 
Public spending on broad infrastructure 
as % GDP 

 
Source:  IHS, S&P Global Ratings Note: Health 
Care, Educational, Transportation, Power, 
Highways and Streets, Conservation and 
Development, Sewer Systems, Water Systems 
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Next Steps For President-Elect Biden: Containing 
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EU27. Data missing for Belgium, Croatia, 
Lithuania, Poland and Romania.

1

1.5

2

2.5

3

19
50

19
55

19
60

19
65

19
70

19
75

19
80

19
85

19
90

19
95

20
00

20
05

20
10

20
15

https://www.spglobal.com/ratings/en/research/articles/201119-economic-research-next-steps-for-president-elect-biden-containing-coronavirus-and-stabilizing-the-u-s-econo-11741713
https://www.spglobal.com/ratings/en/research/articles/201119-economic-research-next-steps-for-president-elect-biden-containing-coronavirus-and-stabilizing-the-u-s-econo-11741713
https://www.spglobal.com/ratings/en/research/articles/201117-economic-research-the-case-for-bold-fiscal-stimulus-in-the-eurozone-11732715
https://www.spglobal.com/ratings/en/research/articles/201117-economic-research-the-case-for-bold-fiscal-stimulus-in-the-eurozone-11732715
https://www.spglobal.com/ratings/en/research/articles/201012-economic-research-keynes-and-schumpeter-are-what-the-european-economy-needs-right-now-11688271
https://www.spglobal.com/ratings/en/research/articles/201012-economic-research-keynes-and-schumpeter-are-what-the-european-economy-needs-right-now-11688271
https://www.spglobal.com/ratings/en/research/articles/200715-environmental-social-and-governance-the-eu-recovery-plan-could-create-its-own-green-safe-asset-11572226
https://www.spglobal.com/ratings/en/research/articles/200715-environmental-social-and-governance-the-eu-recovery-plan-could-create-its-own-green-safe-asset-11572226


 

 

This report is an extract from the S&P Global Ratings report, “Global Credit Outlook 2021: Back On Track?” 
 

This report does not constitute a rating action 

S&P Global Ratings believes there remains a high degree of uncertainty about the evolution of the coronavirus 
pandemic. Reports that at least one experimental vaccine is highly effective and might gain initial approval by the end 
of the year are promising, but this is merely the first step toward a return to social and economic normality; equally 
critical is the widespread availability of effective immunization, which could come by the middle of next year. We use 
this assumption in assessing the economic and credit implications associated with the pandemic (see our research 
here: www.spglobal.com/ratings). As the situation evolves, we will update our assumptions and estimates accordingly. 
 
 
Copyright © 2020 by Standard & Poor’s Financial Services LLC. All rights reserved. 
 
No content (including ratings, credit-related analyses and data, valuations, model, software or other application or 
output therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any 
form by any means, or stored in a database or retrieval system, without the prior written permission of S&P Global 
Market Intelligence or its affiliates (collectively, S&P Global). The Content shall not be used for any unlawful or 
unauthorized purposes. S&P Global and any third-party providers, as well as their directors, officers, shareholders, 
employees or agents (collectively S&P Global Parties) do not guarantee the accuracy, completeness, timeliness or 
availability of the Content. S&P Global Parties are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any 
data input by the user. The Content is provided on an “as is” basis. S&P GLOBAL PARTIES DISCLAIM ANY AND ALL 
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR 
FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE 
CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR 
HARDWARE CONFIGURATION. In no event shall S&P Global Parties be liable to any party for any direct, indirect, 
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses 
(including, without limitation, lost income or lost profits and opportunity costs or losses caused by negligence) in 
connection with any use of the Content even if advised of the possibility of such damages.  
 
Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the 
date they are expressed and not statements of fact. S&P’s opinions, analyses and rating acknowledgment decisions 
(described below) are not recommendations to purchase, hold, or sell any securities or to make any investment 
decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content 
following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, 
judgment and experience of the user, its management, employees, advisors and/or clients when making investment 
and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as 
such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and 
undertakes no duty of due diligence or independent verification of any information it receives. Rating-related 
publications may be published for a variety of reasons that are not necessarily dependent on action by rating 
committees, including, but not limited to, the publication of a periodic update on a credit rating and related analyses. 
 
To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in 
another jurisdiction for certain regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such 
acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the 
assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any damage alleged to have 
been suffered on account thereof.  
 
S&P Global keeps certain activities of its divisions separate from each other in order to preserve the independence and 
objectivity of their respective activities. As a result, certain divisions of S&P Global may have information that is not 
available to other S&P Global divisions. S&P Global has established policies and procedures to maintain the 
confidentiality of certain non-public information received in connection with each analytical process.  
 
S&P Global may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of 
securities or from obligors. S&P Global reserves the right to disseminate its opinions and analyses. S&P Global's public 
ratings and analyses are made available on its Web sites,  www.standardandpoors.com (free of charge), and  
www.capitaliq.com (subscription), and may be distributed through other means, including via S&P Global publications 
and third-party redistributors. Additional information about our ratings fees is available at 
www.standardandpoors.com/usratingsfees. 
 
Australia: S&P Global Ratings Australia Pty Ltd holds Australian financial services license number 337565 under the 
Corporations Act 2001. S&P Global Ratings' credit ratings and related research are not intended for and must not be 
distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act). 
 
STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services 
LLC. 

spglobal.com/ratings 

 

http://www.spglobal.com/ratings

	Build Back Greener | Is A Green Transition Now Home And Dry?

