
 

spglobal.com/ratingsdirect   
 

CONTACTS 

Elijah Oliveros-Rosen 
Lead Economist, Latin America 
55 Water Street, New York, NY 
+1 212 438 2228 

elijah.oliveros@spglobal.com 

 

Tatiana Lysenko 
Lead Economist, EM-EMEA 

40 Rue De Courcelles, Paris 
+33 1 4420 6748 
tatiana.lysenko@spglobal.com 

 

 

Emerging Markets: Returning To Pre-Pandemic 
GDP Is Only Part Of The Recovery Story 
May 06, 2021 

A great deal of the focus on the economic recovery from the COVID-19 downturn has been on when output 
returns to its pre-pandemic level. However, in our view, not enough attention has been paid to the 

macroeconomic health of economies once they return to those real GDP levels, and in the following years. 
In some emerging market (EM) economies where output recovers faster, debt and external metrics 
worsen more than in EMs with slower recoveries, which could have negative implications for economic 
growth down the line. Focusing on the single GDP metric does not tell the whole story of EM economic 

recoveries from the pandemic.  

Here we look at the recoveries of 16 major EMs we cover (EM-16). Brazil, India, Poland, Thailand, and 

Turkey are examples of EMs that outperform in terms of the return to their pre-pandemic real GDP, but 
have debt or external metrics that have worsened more than those of their EM peers. Based on our 
projections, this dynamic will persist for several years following the COVID-19-related downturn. After 
accounting for country-specific factors, among that group of countries, Brazil and Turkey stand out as 

underperforming the most, the former from a debt angle and the latter from an external dynamics 

perspective.  

When will EMs return to their pre-pandemic GDP? 

The magnitude of the pandemic-induced decline in economic activity and the pace of the recovery in EMs 

vary widely. The median EM economy, during its deepest point in last year’s economic downturn (first-
quarter 2020 for China, second-quarter 2020 for the rest), saw its GDP fall 13% below its pre-pandemic 
level (fourth-quarter 2019). By the end of last year, real GDP in the median EM economy was still more 
than 3% below its pre-pandemic level, but two major EMs had already returned to those levels: China in 

second-quarter 2020 and Turkey in third-quarter 2020. India returned to its pre-pandemic level in first-
quarter 2021. Among the EM-16, we project that the median economy will return to its pre-pandemic 
level toward the end of this year or early 2022. Malaysia, Thailand, and Brazil fall in this group. Poland 
and Russia are set to recover faster, with output returning to their pre-pandemic levels in third-quarter 

2021. The laggards in the recovery are Argentina and South Africa, both projected to return to their pre-
pandemic GDP in third-quarter 2023 (see table 1). An important caveat to note is that a country’s return 
to its pre-pandemic GDP levels is also influenced by its trend growth rate (countries that traditionally 

have higher growth will likely return to those levels earlier). 
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Table 1 

 

What about the macroeconomic fundamentals post-pandemic? 

Now let’s take a look at the quality of the recovery, by taking into account debt/fiscal and external 
dynamics post-pandemic. Specifically, we’ll focus on the change in two indicators, gross government 
debt to GDP and current account balances, relative to their pre-pandemic (2019) levels. As to the external 

dynamics, we will look at the projected average current account balance over 2020-2024, and compare it 

with 2019. 

For the median EM-16, gross government debt to GDP increased to 53% in 2020 from 44% in 2019, and 
will rise to 56% by 2021 based on our projections. By 2024, we forecast the median EM-16 economy will 
also have debt of roughly 56% of GDP, but with a large variation across countries. By this metric, four 
countries stand out as having relatively early GDP recoveries, but debt ratios increasing by 15-20 

percentage points (ppt) between 2019 and 2024: Brazil (+20.3 ppt of GDP), India (+17.5 ppt), Poland 
(+15.6 ppt), and Thailand (+16.7 ppt). Among those, Brazil has the highest projected debt by 2024 (over 

94% of GDP) and a challenging path to avoid having persistent primary fiscal deficits. 

Moving to the external picture, for a median EM economy, the average current account balance over 
2020-2024 will be roughly the same as in 2019. Two EMs stand out as getting back to pre-pandemic GDP 
on the early side (median or earlier), but ending up with a relatively large deterioration in their current 

account balances (measured as an average over 2020-2024): Thailand (-4.8 ppt) and Turkey (-4.0 ppt of 
GDP). Thailand will preserve a current account surplus, while we forecast Turkey will have an average 
deficit of around 3% of GDP over 2020-2024. Turkey achieved a very fast recovery in output thanks to a 
large stimulus engineered by the government, but at the cost of the deterioration of (already weak) 

external metrics.  
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It could be argued that 2024 is not long enough for the economies in an “early GDP recovery” group to pay 
off in better debt and external dynamics. But, failure to improve on debt and external dynamics quick 

enough might be too high of a price to pay for “an early GDP recovery.”  

Chart 1 
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