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Key Takeaways 
− Emerging market economies in EMEA are recovering faster than we previously 

expected from the COVID-19 related downturn. We have raised our forecasts for GDP 
growth in 2021 in the key emerging markets of Poland (to 4.5%), Russia (3.7%), and 
South Africa (4.2%), and we maintain our forecast 6.1% growth for Turkey.  

− This surprise upside stems chiefly from stronger-than-expected domestic demand, 
with consumption proving more resilient to lockdown restrictions this year than in 
2020, although consumption and mobility are still highly correlated.  

− Top risks to our forecasts for the region are further infection waves and slower 
progress in vaccination delaying the exit from the pandemic, as well as an abrupt 
tightening in financial conditions linked to uneven global recovery, with U.S. growth 
powering ahead and the U.S. Federal Reserve potentially raising rates earlier than 
planned. 

 
The economic recovery in emerging markets in EMEA is progressing at a faster pace than we 
expected in our last macroeconomic update in March. Upside growth surprises in the first quarter 
(Q1) of 2021, and the strength of available data for Q2 has prompted us to lift our 2021 GDP 
forecast for several economies in the region (see tables 1 and 2). 

Table 1 

GDP Forecasts 
Annual growth rates (%) 

  2019 2020 2021f 2022f 2023f 2024f 

Poland 4.6 (2.7) 4.5 5.4 3.3 2.2 

Russia 1.3 (3.0) 3.7 2.5 2.0 2.0 

South Africa 0.2 (7.0) 4.2 2.6 1.5 1.5 

Turkey 0.9 1.8 6.1 3.3 3.1 3.1 
 
f--S&P Global Ratings forecast. Sources: Oxford Economics, S&P Global Ratings. 

Table 2 

Real GDP Changes From March Baseline 
Percentage points 

 2021f 2022f 

Poland 1.1 1.0 

Russia 0.4 0.0 

South Africa 0.6 0.1 

Turkey 0.0 0.4 
 
f--S&P Global Ratings forecast. Sources: Oxford Economics, S&P Global Ratings. 

 
The stronger-than-expected outturns came mostly from domestic demand rather than exports. 
Consumption in countries that were in lockdowns during part of Q1, such as Poland and South 
Africa, proved to be more resilient to pandemic-related restrictions than we anticipated. Still, the 
correlation between mobility and consumption remains significant, and third waves in Russia and 
South Africa pose a risk to the recovery. Conversely, the significantly improved pandemic picture 
in Central and Eastern Europe (CEE) bodes well for a stronger recovery in consumption in the 
coming quarter.  
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A faster vaccination pace will be necessary to keep economic activity on track, prevent on-off 
lockdowns, and ensure a sustainable return to full capacity. Bringing the pandemic under control 
is also necessary for the resumption of travel, which is important for the economies in which 
international tourism contributes meaningfully to growth, employment, and foreign currency 
revenues, such as Turkey. 

Further infection waves and slower progress in vaccination is therefore a key risk to the outlook. 
Another downside risk is of an abrupt tightening in financial conditions, linked to the divergence in 
performance between the U.S. and the rest of the world. Turkey is particularly vulnerable. 
Country-specific risks vary and include additional sanctions on Russia, balance-of-payments 
stress in Turkey, fiscal risks in South Africa, and delays in the implementation of the national 
recovery plan in Poland.  

Upside Growth Surprises  
The pace of the recovery has exceeded our expectations in key emerging markets in EMEA. GDP 
rose at a quarterly pace of 1.1% in Poland and South Africa, despite unfavorable pandemic 
developments and lockdowns during part of the quarter. In Russia, the pace of economic recovery 
picked up in March, and most indicators point to a strong GDP print in the second quarter. The 
upside came mostly from stronger-than-expected domestic demand. Export volumes, on the other 
hand, eased after recovering strongly in previous months. Coupled with rising import volumes, this 
resulted in a negative contribution from net exports for both Poland and South Africa. The 
situation in Turkey is different: domestic demand and imports are cooling off amid high interest 
rates and a slower pace of credit growth. The largest contribution to growth came from inventories 
and the decline in imports.  

Emerging Europe continues to be ahead of many advanced and other emerging economies in 
returning to pre-pandemic GDP. Turkey's GDP exceeded its pre-pandemic level already in Q3 2020 
and was almost 7% above that level in Q1 2021 (see chart 1). Poland’s output was only 1.7% below 
its pre-pandemic level in Q1, and Russia is also close to its pre-pandemic level of output. South 
Africa is lagging, with GDP still more than 3% below the pre-pandemic point, but the gap is closing 
faster than we previously expected.  

Chart 1 

Difference From Pre-Pandemic GDP Level 
2021 Q1 To 2019 Q4 (%) 

 
 
*The emerging market countries are Poland, Russia, South Africa, Turkey, Argentina, Brazil, Chile, Colombia, Mexico, China, India, Indonesia, 
Malaysia, Philippines, Thailand. Sources: National Statistical Offices, S&P Global Ratings. 
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New Lockdowns Have A Lesser--But Still Meaningful--Effect On 
Consumption 
Overall, the data confirms that new COVID-19 infection waves in 2021 have had a milder impact on 
domestic economic activity in key emerging markets than the first waves in 2020. Nevertheless, 
lockdown restrictions on movement are still closely correlated with domestic economic activity.  

In examining the relationship between mobility and private consumption (expected to have the 
strongest correlation with mobility) for a group of OECD and several non-OECD economies in 
EMEA, we make three observations: First, the pandemic is still restricting mobility in most cases. 
Mobility in Q1 2021 was still significantly lower than before the pandemic. For some countries, 
including Poland, mobility was more restricted during the third wave than the first. This shows us 
that improvements in mobility do not seem to explain the more limited impact of recent waves on 
economic activity.  

Second, the consumption gap--as measured by the current level compared with that of Q4 2019--
was much narrower in Q1 2021 than in Q2 2020. One reason for this is stimulus measures, such as 
fiscal (Poland) or credit (Turkey) measures that boosted consumption of goods in particular. 
Another is that people and businesses have been adapting to the pandemic restrictions. Health 
and safety measures have been strengthened. More people are shopping online. Some services 
sectors have developed new practices, or expanded existing offers, such as meal delivery or online 
classes.  

Chart 2 

Google Mobility Versus Gap In Consumption 
2020 Q2 

 

Note: The index is an equally weighted index of retail and recreation, transit, and 
workplaces, quarterly-averaged. The baseline is the median value, for the corresponding 
day of the week, during the 5-week period Jan 3–Feb 6, 2020. Sources: Google LLC "Google 
COVID-19 Community Mobility Reports", OECD and S&P Global Ratings. 

 
Chart 3 

Google Mobility Versus Gap In Consumption 
2021 Q1 

 

Note: The index is an equally weighted index of retail and recreation, transit, and 
workplaces, quarterly-averaged. The baseline is the median value, for the corresponding 
day of the week, during the 5-week period Jan 3–Feb 6, 2020.  Data for Russia is as of 
2020Q4. Sources: Google LLC "Google COVID-19 Community Mobility Reports", OECD and 
S&P Global Ratings. 

 

Our third observation is that comparisons between countries show that mobility and consumption 
are still highly correlated. Overall, we conclude, that changes in mobility affect consumption 
sizably, even though the impact is more limited than it used to be.  

A Sharp Fall In Infections In CEE And Turkey, While Russia And South Africa 
Are Hit By A Third Wave  
The pattern of COVID-19 infections differs widely among emerging economies in EMEA, indicating 
the short-term risks to the economic outlooks are stronger in some countries than others. In CEE 
and Turkey a third wave has subsided, with new cases looking particularly low in CEE (see chart 4). 
In Turkey, a third wave took off in March, and accelerated in April, but after a lockdown that lasted 
around three weeks until mid-May, new daily cases have dropped significantly. By contrast, the 
pandemic picture has worsened in Russia and South Africa, and both countries are dealing with a 
third wave. 
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Chart 4 

New Daily Reported Cases Per 1 Million People, Seven-Day Moving Average 
As of June 21, 2021 

 

*The 16 emerging market countries are Poland, Russia, South Africa, Turkey, Argentina, Brazil, Chile, Colombia, Mexico, China, India, Indonesia, 
Malaysia, Philippines, Thailand, Saudi Arabia. Sources: Our World is Data, S&P Global Ratings. 
 

Mobility has improved sharply in CEE, with quarterly averages for Q2 well up on Q1. By the end of 
the second quarter, mobility in Poland exceeded pre-pandemic levels. In Russia, average mobility 
in the second quarter was still high. Coupled with traditional indicator readings, this suggests a 
strong GDP print in Q2. The recent sharp spike in infections has prompted a tightening of regional 
containment measures, led by Moscow, leading to a drop in mobility. However, it remains at April 
levels, when growth was very strong, according to our estimates, and it is not clear to what extent 
economic activity will be affected. Notably, containment measures in Russia during the second 
wave were relatively mild, and not offset by a cautious behavior on the part of population. In South 
Africa, which introduced regional restrictions, including in the economic hub Gauteng, the drop in 
mobility has been more pronounced, but so far measures have been less restrictive, and mobility 
is holding up  better compared with the first and second waves. 

Vaccination Rollout Remains Uneven 
Even though economies have adapted to the pandemic and can mitigate the impact of spikes in 
infections on economic activity, they will ultimately only exit the pandemic once they have 
achieved herd immunity via vaccination. This will allow the hardest-hit sectors to reopen, and 
boost consumer and business confidence. Only then are households likely to unwind 
precautionary savings and firms restart investment, including into new sectors related to changed 
composition of demand.  

Vaccine deployment remains uneven in the region, and low overall in many places, reflecting both 
logistical difficulties related to supply, as well as vaccine hesitancy. Poland and Turkey are well 
ahead (43% and 34%, respectively, have received at least one vaccination) while the vaccine 
rollout in Sub-Saharan Africa is very slow (see chart 5). In Russia, less than 15% of the population 
has taken up a vaccine, despite the widespread availability of the domestically produced Sputnik 
vaccine, likely explained by vaccine hesitancy. In several regions, vaccination has recently become 
mandatory for public sector employees and certain people-facing professions. 
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Chart 5 

Vaccine Rollout Remains Highly Uneven 
Percentage of populations with at least one vaccine dose and fully vaccinated 

 

Note: Data as of June 21, 2021. *The 16 emerging market countries are Poland, Russia, South Africa, Turkey, Argentina, Brazil, Chile, Colombia, 
Mexico, China, India, Indonesia, Malaysia, Philippines, Thailand, Saudi Arabia. Sources: Our World is Data, S&P Global Ratings. 

Monetary Policy Normalization Brought Forward 
Inflation has also surprised on the upside. Headline and core inflation are running above the target 
in several emerging markets in EMEA, including Poland, Russia, and Turkey. We expected headline 
year-over-year inflation to increase notably in late Q1 2020 and early Q2 2021, due to base effects 
from the disinflationary conditions last year, rising energy prices, supply bottlenecks in certain 
markets, and in some cases a pass-through from weaker currencies. However, inflation in several 
countries accelerated faster than we anticipated, and price pressures appear broad-based. This 
has brought forward monetary policy normalization in Russia, where the central bank has raised 
its policy rate by 125 bps to 5.5% and signaled further hikes. In Turkey, following the hike in 
March, the central bank has since kept the key rate at 19%. The Polish central bank is likely to 
raise rates earlier than we expected in our last forecast, probably in mid-2022. By contrast, 
inflation remains within the target band in South Africa, helped by exchange rate appreciation, 
although it exceeded the central point of the target in May. We expect the South African Reserve 
Bank will keep monetary policy accommodative a bit longer. That said, it is vigilant to the risk of 
tightening global financial conditions, as well as fiscal risks stemming from high debt and 
continuing large fiscal deficits.  

The risk of excessive fiscal tightening has receded, in our view. This year fiscal dynamics have 
been positive in most key emerging markets in EMEA. The rebound in economic activity has 
supported tax revenues. Nominal figures also reflect an effect from rising prices. Turkey’s 
revenues were up 36% year on year in January-April 2021, a strong rise even accounting for high 
inflation, driven in part by interest revenues on government cash holdings. Excluding the effect of 
one-off receipts in April 2020, Russia’s government revenues increased by more than 20%, driven 
to a larger extent by a rise in non-oil revenues. In South Africa, government revenues started 
picking up in Q4 2020, but over January-April 2021 were only 3% higher than the same period a 
year ago. The budget deficit has narrowed but remains large at 9% of GDP in Q1. Overall, given still 
significant economic slack, and pandemic-related risks, fiscal support is set to continue, although 
on a smaller scale than last year. 

Spillovers From A Stronger Global Recovery: Positive But Not Without 
Challenges  
Even though export volumes have softened across key emerging EMEA economies, trade remains 
an important factor in the region’s growth performance. Resilient global demand for 
manufacturing products is supporting the industrial sector, especially in CEE countries that are 
closely integrated into the German industrial supply chain. For commodity exporters such as 
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South Africa, rising commodity prices not only have a direct positive effect on the mining sector, 
but also an indirect positive impact on income and domestic demand.  

Stronger global growth--reflected in our upward revisions for the major economies--is therefore 
good news for the region. We have edged up our GDP growth forecast for China to 8.3%, from 8.0% 
previously (see "Asia-Pacific's Recovery Regains Its Footing,” published on June 23, 2021). We 
have also slightly raised U.S. growth forecasts for 2021 and 2022 to 6.7% and 3.7%, respectively, 
from 6.5% and 3.1% previously (see "Economic Outlook U.S. Q3 2021: Sun, Sun, Sun, Here It 
Comes," published June 24, 2021). Our forecast for the eurozone, the key trading partner for 
Emerging Europe, is also higher, at 4.4% this year and 4.5% in 2022 (see “Economic Outlook 
Europe Q3 2021: The Grand Reopening,” June 24, 2021). However, as consumers globally start 
spending more on services as their economies reopen, spillovers from stronger global growth are 
becoming less pronounced.  

What’s more, an uneven global recovery brings important challenges for emerging economies. The 
U.S. Federal Reserve has recently revised its growth and inflation forecast for the U.S. economy 
upward, and its dot plot now indicates that the first rate hike in this cycle will be in 2023 
(previously 2024), with another to follow in the same year. As U.S. growth is powering ahead, the 
risks are rising that the Federal Reserve may start raising rates even earlier. While not our 
baseline, such a scenario has negative spillovers for emerging markets. A higher cost of U.S. 
dollar-denominated debt will affect countries that borrow or refinance U.S. dollar debt. More 
generally, widening interest rate and growth differentials between the U.S. and emerging markets 
could lead to capital outflows from emerging markets, leading to currency depreciation, higher 
imports costs, and financial market volatility at a time when domestic inflation pressures are 
already significant. In turn, this could force central banks into defensive rate hikes, with domestic 
rates moving fast into restrictive territory. Even in our baseline scenario of “orderly reflation”, 
some economies in the region might find it more challenging to adjust to higher U.S. yields, 
especially those with significant external (Turkey) or fiscal (South Africa) imbalances. Generally, in 
an environment of tighter global liquidity, investors are likely to differentiate more among 
emerging market economies, with countries making slower progress in vaccination and vulnerable 
to growth reversal at risk being exposed to the worsening investors sentiment. 

 
  

https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=48532987
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=48541985&From=SNP_CRS
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Poland  
Economic Reopening And Next Generation EU Funds Will Boost Growth 

Outlook 
Following improved visibility on the use of recovery funds from the EU, as well as a better-than-
expected outcome in Q1, we are raising our growth forecast for Poland. We now project a 4.5% rise 
in GDP this year (up from 3.4% in our previous forecast in March) and a further 5.4% rise in 2022 
(from 4.4% previously). Consumption has shown resilience to lockdowns and should accelerate in 
the coming quarters amid the improved pandemic picture. We expect the EU funds to start to 
support growth from the second half of this year, but more meaningfully in 2022. 

Polish GDP increased by a quarterly 1.1% in Q1, and now stands 1.7% below its pre-pandemic 
level. Despite lockdowns throughout Q1, including renewed tightening in mid-March, household 
consumption showed solid growth of 1% from the previous quarter. Fixed investment, with a 
record quarterly growth rate of 18.2%, was the main driver of Q1 economic growth. Exports 
declined slightly over the quarter, following buoyant growth over the second half of 2020, and the 
drop in industrial production in April points to supply chain bottlenecks that might weigh on export 
growth in the second quarter. The rapid fall in infection numbers from their peak at the beginning 
of April, accompanied by the vaccination rollout--to date more than 40% of the Polish population 
have received at least one dose--allowed for an easing of the lockdown and a pick-up in mobility. 
In this context, we should see household spending accelerate over the next two quarters. 

Headline consumer price inflation (Eurostat data) stood at an annual 4.6% in May, from 5.1 % in 
the previous month. The national inflation reading stood at 4.8% in May, that is 1.3 ppts over the 
upper bound of the Polish central bank’s inflation target range. While the increase in energy prices 
is an important driver of inflation this year, core inflation has also been above the target, averaging 
nearly 4% over the first five months of the year. Elevated inflation is here to stay given the tight 
labor market and consequently strong upward wage pressures, a generous fiscal policy stance set 
to remain at least until elections in 2023, and further stimulus from the Next Generation EU fund. 
In this context, the central bank is likely to raise rates earlier than we expected in our last forecast, 
probably in mid-2022.  

Risks 
Poland is set to be one of the main beneficiaries of the Next Generation EU plan, receiving €23.9 
billion (4.6% of 2020 GDP) in grants and at least €12 billion in loans from the Recovery and 
Resilience Facility alone. We recently estimated the cumulative impact of this on GDP at more 
than 6% of 2020 GDP over our forecast horizon (using a fiscal multiplier of 1.6 after four years) . 
Any delays in the implementation of the national recovery plan, or a lower fiscal multiplier 
constitute the main risks to our economic growth forecast. 

Table 3 

Poland Economic Forecast Summary 

% of change, volume (2015 prices) 2019 2020 2021f 2022f 2023f 2024f 

GDP 4.7 (2.7) 4.5 5.4 3.3 2.2 

Household consumption 3.9 (3.1) 5.4 5.1 2.9 2.4 

Government consumption 6.1 4.0 2.9 3.2 3.2 2.7 

Fixed investment 6.6 (8.2) 15.1 9.9 6.2 2.5 

Exports of goods and services 5.2 (0.2) 10.6 5.2 3.6 2.8 

Imports of goods and services 3.2 (1.9) 13.7 5.7 4.2 3.3 

Inflation (annual average, %) 2.1 3.7 3.8 2.7 2.4 2.3 

Unemployment rate (%) 3.3 3.2 3.4 3.3 3.2 3.2 

Exchange rate vs. US$ (year average) 3.84 3.90 3.74 3.70 3.68 3.67 

Exchange rate vs. US$ (end-year) 3.87 3.78 3.72 3.69 3.68 3.67 

Policy rate (%), year-end 1.5 0.1 0.1 0.5 1.5 1.5 
 
Note: Annual growth rates if not stated otherwise. f--S&P Global Ratings forecast. Source: Oxford Economics. 
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Chart 6 

Consumption Should Accelerate In The Coming Quarters Amid The Improved 
Pandemic Picture 
Contributions to quarterly growth rates (ppts) 

 

ppts--Percentage points. q/q--Quarter on quarter. Sources: National Statistical Office, S&P Global Ratings. 

 

Chart 7 

Inflation Overshoots The Polish Central Bank’s Inflation Target Range 
Contributions to annual growth rates (ppts) 

 

 
y/y--Year on year. Sources: Eurostat, S&P Global Ratings. 
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Russia 
The Pace Of Recovery Has Picked Up, And So Has Inflation 

Outlook 
A faster-than-expected recovery in domestic demand amid the easing of already mild social-
distancing measures and buoyant consumer lending, have led us to lift our 2021 growth 
expectations for Russia. We now expect GDP to expand by an average 3.7% this year, up from 3.3% 
in our March forecast. The recently extended subsidized mortgages program will continue to 
support housing market activity. Inflation is running above the target and monetary policy 
normalization has been brought forward. However, additional fiscal spending is on the cards this 
year, owing to a strong performance of non-oil revenues. The increase in oil production amid the 
tapering of supply restrictions as part of the OPEC+ deal will lift export volumes this year and next. 

The pace of economic recovery picked up in March, and most indicators point to a strong GDP print 
in the second quarter. Mobility improved in March, as already soft pandemic-related restrictions 
were relaxed, and had nearly returned to pre-pandemic norms in May. Consumption also received 
a boost from household credit, which increased notably in March to April. In part, the increase was 
due to rising mortgage lending, as households wanted to lock in lower rates ahead of the expiry of 
the subsidized mortgage program on July 1. The program has, however, been extended until mid-
2022. Retail sales surged in April, in particular on durable goods, and goods imports also rose. On 
the downside, the recent sharp spike in COVID-19 infections has prompted a tightening of regional 
containment measures, led by the capital, Moscow. This has led to a drop in mobility, although it 
has remained at April levels.  

A surge in demand, coupled with supply bottlenecks, pushed up inflation to 6% in May, well above 
the 4% target of the Central Bank of Russia (CBR). Price pressures have been broad-based, and 
inflation expectations have risen. This has brought forward monetary policy normalization. Since 
March, the CBR has raised the key rate by 125 bps to 5.5% in June, signaling further hikes. The 
central bank is likely to continue tightening this year, although the potential fallout from the 
worsening pandemic situation may factor into decisions on whether to bring the rate into 
restrictive territory, above 6%.  

Higher oil prices coupled with a relatively weak ruble weighed down by the geopolitical risk 
premium have boosted oil revenues, which are saved in the National Welfare Fund (NWF). These 
may be used to finance domestic investment, as the liquid part of the NWF exceeds 7% of GDP. 
Non-oil revenues are also outperforming projections, which will likely result in additional budget 
spending this year.  

Risks 
Tighter lockdown measures in case of a significant worsening of the pandemic situation could 
curb the momentum in consumption. Recent U.S. sanctions on Russia's sovereign debt appear 
manageable, but additional harsher sanctions remain a risk. 

Table 4 

Russia Economic Forecast Summary 

% of change, volume (2016 prices) 2019 2020 2021f 2022f 2023f 2024f 

GDP 2.0 (3.0) 3.7 2.5 2.0 2.0 

Private consumption 3.1 (8.5) 7.8 3.4 2.6 2.0 

Fixed investment 1.5 (4.3) 3.5 3.7 3.7 3.5 

Exports of goods and services 0.7 (4.3) 4.5 4.3 2.0 2.0 

Imports of goods and services 3.4 (12.0) 10.6 5.9 4.0 3.0 

Inflation (annual average, %) 4.5 3.4 5.7 4.1 4.0 4.0 

Unemployment rate (%) 4.6 5.8 5.3 5.0 4.9 4.8 

Exchange rate vs. US$ (year average) 64.74 72.11 73.50 73.07 75.82 77.10 

Exchange rate vs. US$ (end-year) 61.91 73.88 72.50 74.59 75.92 77.39 

Policy rate (% end-year) 6.25 4.25 6.00 5.50 5.50 5.50 
 
Note: Annual growth rates if not stated otherwise. f--S&P Global Ratings forecast. Source: Oxford Economics. 
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Chart 8 

Mortgages And Consumer Lending Are Rising 
Bil. RUB 

 

Sources: CBR, S&P Global Ratings. 

 

Chart 9 

Inflationary Pressures Are Broad-Based 
Contributions to annual growth rate (ppts) 

 

ppts--Percentage points. Sources: Rosstat, S&P Global Ratings. 
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South Africa 
Surging Commodity Prices Give A Strong--But Likely Temporary--Boost To Growth   

Outlook 
A stronger-than-expected recovery in the first few months of the year amid steep price increases 
for South Africa’s key export commodities have led us to raise our 2021 GDP forecast for South 
Africa to 4.2% (from 3.6% in our last forecast in March). Rising export prices have had a direct 
positive impact on the mining sector, but also an indirect effect on consumption due to the 
ensuing strengthening of the exchange rate, which is boosting consumer purchasing power. 
However, an investment recovery is lagging, electricity supply bottlenecks persist, and 
unemployment remains high. We expect growth to weaken once the boost from improved terms of 
trade wanes. The vaccine rollout is slow and a third wave of the pandemic threatens to dent the 
momentum in consumption. 

In Q1 GDP increased by 1.1% quarter on quarter (-2.7% in year-on-year terms), amid lockdown 
measures present at the beginning of the year. Household consumption and imports continued to 
rebound, but an investments recovery stalled, with capital spending still 17% below its pre-
pandemic level. The labor market remains weak, with unemployment rising to 32.6% in Q1, and 
employment still 8% lower than a year ago, with losses concentrated in low-skilled jobs. 
Weaknesses in the labor market and the slow vaccine rollout will weigh on consumption growth 
over the course of 2021. 

Inflation picked up to 5.2% year on year in May, driven largely by a jump in fuel prices on low base 
effects. Headline inflation remains within the target range of the South African Reserve Bank 
(SARB) of 3%-6%, and core inflation is below the midpoint of the target at 3.1% in May. Given still 
significant slack in the economy, and the disinflationary effect of the stronger Rand, we expect the 
SARB will keep monetary policy accommodative a bit longer. That said, the central bank is vigilant 
to the risk of tightening global financial conditions, as well as fiscal risks stemming from high debt 
and continuing large fiscal deficits.  

The current account surplus ballooned to 5% of GDP in Q1. Although export volumes eased, the 
value of exports increased significantly, owing to surging commodity prices. Due to gradually 
increasing domestic demand and imports, we expect South Africa’s current account balance to 
turn into a deficit in 2022. 

Risks 
The main short-term risk stems from a slow vaccination progress, that in turn creates risks for on-
off lockdowns, as well as electricity supply shortfalls. Large fiscal deficits and high public debt 
continue to be a source of risk for government finances and borrowing costs. The outcome of wage 
negotiations with labor unions will be an important factor for budget dynamics. 

Table 5 

South Africa Economic Forecast Summary 

% of change, volume (2016 prices) 2019 2020 2021f 2022f 2023f 2024f 

GDP 0.2 (7.0) 4.2 2.6 1.5 1.5 

Private consumption 1.0 (5.4) 4.8 1.1 1.0 0.9 

Fixed investment (0.9) (17.5) 4.5 5.8 2.5 2.4 

Exports of goods and services (2.5) (10.3) 9.3 3.4 2.5 2.4 

Imports of goods and services (0.5) (16.6) 8.7 2.4 3.0 2.9 

Inflation (annual average, %) 4.1 3.3 4.4 4.5 4.5 4.5 

Unemployment rate (%) 28.7 29.2 31.4 30.1 29.7 29.5 

Exchange rate vs. US$ (year average) 14.5 16.5 14.5 15.4 16.1 16.3 

Exchange rate vs. US$ (end-year) 14.0 14.7 14.6 15.8 16.1 16.4 

Policy rate (% end-year) 6.5 3.5 3.5 4.0 5.0 6.0 
 
Note: Annual growth rates if not stated otherwise. f--S&P Global Ratings forecast. Source: Oxford Economics. 
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Chart 10 

Household Consumption And Imports Continued To Rebound, But An Investments 
Recovery Stalled 
Contributions to quarterly growth rates (ppts) 

 

ppts--Percentage points. q/q--Quarter on quarter. Sources: Statistics South Africa, S&P Global Ratings. 

 

Chart 11 

Exports Are Rising Steeply This Year Owing To Surging Commodity Prices 
Three-month moving average, South African Rand (bil.) 

 
Sources: South African Revenue Service, S&P Global Ratings.  
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Turkey 
Signs Of Rebalancing Amid Tighter Financial Conditions And Slower Credit Growth 

Outlook 
We are maintaining our real GDP growth forecast for Turkey at 6.1% in 2021. This reflects a sizable 
statistical carryover effect from very strong GDP growth in the second half of 2020, and affirms our 
view that sequential growth will be weak over the course of 2021, as tighter financial conditions, a 
slower pace of credit growth, and lingering effects from the pandemic weigh on domestic demand. 
The global upswing will continue to support goods exports, but the outlook for international 
tourism remains uncertain and subject to local and global pandemic developments. Positively, 
Russia (which pre-pandemic accounted for about 16% of tourist arrivals) has recently announced 
the resumption of flights to Turkey.  

The economy continued to expand in the first quarter, growing by 1.7% quarter on quarter (7% 
year on year), the largest contribution coming from inventories and the decline in imports. 
Household spending fell in Q1 from elevated levels. Fixed investment fared better, resuming 
growth after falling in Q4. The second quarter got off to a weak start, with high-frequency 
indicators pointing to a contraction in activity. We expect another decline in consumption in Q2, 
due to reduced consumer purchasing power from exchange-rate depreciation and elevated 
inflation, as well as higher interest rates. The effect of a lockdown that lasted almost three weeks 
until mid-May will also be felt. Capital spending is facing headwinds from high interest rates and 
policy uncertainty. 

Inflation has remained sticky at double-digit levels, at 16.6% in May. Price growth accelerated this 
year, fueled by rising commodity prices and exchange rate depreciation. Following the hike in 
March, the central bank kept the key rate at 19% during three meetings in Q2. In the absence of 
shocks, headline and core inflation should peak in Q2. A sustained downward inflation trend 
should allow the central bank to start an easing cycle in the second half of the year. At the 
baseline, we expect a cumulative rate cut of 300 bps by year-end, to 16%. That said, the central 
bank may choose to prioritize growth and to accelerate the easing cycle. The current account 
deficit continues to narrow, helped by a robust goods exports and the significant decline in gold 
imports, but remains sizable, at 4% of GDP in Q1. Further improvement should come from a 
gradual recovery in tourism revenues.  

Risks 
Uncertainty around the baseline scenario is high, and various domestic and external 
developments can significantly alter the projected path for growth, inflation, and external 
balances. Premature and/or excessive monetary easing may boost domestic demand temporarily 
but could also trigger another episode of financial market volatility and lira depreciation, leading 
to an adjustment later on. Turkey’s economy is also vulnerable to global liquidity tightening. The 
loss of a second tourism season would be challenging for growth and balance of payments. On the 
upside, the improved pandemic situation and a faster relaxation of travel restrictions would boost 
foreign currency revenues and lift growth and employment. 

Table 6 

Turkey Economic Forecast Summary 

% of change, volume (2010 prices) 2019 2020 2021f 2022f 2023f 2024f 

GDP 0.9 1.8 6.1 3.3 3.1 3.1 

Private consumption 1.6 3.2 4.7 2.7 3.0 3.0 

Fixed investment (12.4) 6.5 4.7 2.8 4.0 4.0 

Exports of goods and services 4.9 (15.4) 15.9 8.8 4.7 4.3 

Imports of goods and services (5.3) 7.4 6.4 5.9 4.6 4.6 

Inflation (annual average, %) 15.2 12.3 15.3 11.3 9.6 9.2 

Unemployment rate (%) 13.7 13.2 13.0 12.2 11.2 11.0 

Exchange rate vs. US$ (year average) 5.68 7.01 8.22 8.70 9.10 9.50 

Exchange rate vs. US$ (end-year) 5.95 7.44 8.50 8.90 9.30 9.70 

Policy rate (% end-year) 11.43 17.03 16.00 12.00 9.75 9.75 
 
Note: Annual growth rates if not stated otherwise. f--S&P Global Ratings forecast. Source: Oxford Economics. 
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Chart 12 

Net Trade Should Contribute Positively To Growth This Year 
Contributions to Turkey's quarterly growth rates (ppts) 

 

Sources: Turkstat, S&P Global Ratings. 

Chart 13 

Recovery In Tourism Should Support The Reduction In Turkey's Current Account 
Deficit 
12-month moving sum, US$ (bil.) 

 

Sources: CBRT, S&P Global Ratings.  
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