
 

 

Is the world economy back in limbo? 

 

 After two years of strong growth, the global economy is back in the 2015-16 limbo. Euler 
Hermes expects +2.7% global growth in 2019 and 2020. 

 Global uncertainties have led Euler Hermes to revise its trade forecasts to the downside for 
2019 and 2020 (+2.2% in volume terms this year, +2.5% in 2020, after +3.8% in 2018). 

 The next downturn will test the abilities of economic actors to do the right things at the right 
time since traditional policy tools and international cooperation will be weakened. 
 

Paris, July 5th 2019 –After two years of strong growth, the world economy is “back to purgatory” due 
to global uncertainties, the US-China trade feud and the drawbacks of financial repression, according 
to Euler Hermes’ international macroeconomic scenario for 2019 and 2020.   
 
What to expect for the world economy in 2019 and 2020? 
 
The trade credit insurer forecasts world GDP growth to reach only +2.7% in 2019 and 2020, compared 
with +3.1% in 2018.  
 
Insolvencies will be on the rise by +7% both in 2019 and 2020, with a noticeable increase in Asia (+15% 
in 2019), a rebound in Europe (+3%) and a gradual trend reversal in the US by 2020. Seven out of ten 
countries will register an increase in corporate insolvencies in 2019 and one of two countries will end 
2019 with more insolvencies than posted annually before the 2008-2009 global crisis. 
 
Finally, considering the current shock of global uncertainty, with US public debt to become a source 
of instability from Q4 2019, the US economy is expected to grow by +2.5% y/y in 2019 and by +1.7% 
in 2020.  China will decelerate to +6.3% and +6.2% respectively. The Euro zone will significantly 
decelerate as well: +1.2% in 2019 and 2020, compared with +1.9% in 2018. 
 
Will the US-China rivalry lead to a global trade war? 
 
The US-China “trade feud” scenario predicted by Euler Hermes a few months ago is expected to last 
until the end of the year. It already has and will continue to impair the world trade and investment 
cycle as emerging markets are starting to feel the pain. It has led Euler Hermes to revise its trade 
forecast to the downside with +2.2% in volume terms this year and +2.5% in 2020, after +3.8% in 2018.  
 
Furthermore, the trade feud could include several battlefields beyond the US-China rivalry. Trade 
tensions have recently increased between South Korea and Japan. Political uncertainties, such as 
looming pivotal elections in emerging countries and the recent renewal of key positions, as well as the 
installation of new Parliament in Europe, also point towards possible surprises on the trade policy 
stance.  
 
Political and financial risks: the vicious circle continues  
 
Global political risk, currently close to a historical high, is another self-defeating process. 
Interventionism, public overspending and revisions of traditional economic policies throughout the 
world continue to cause market turmoil. Until now, their effects on household and corporate 
confidence, while visible, have fortunately remained limited. 
Moreover, financial repression is progressively turning into a vicious cycle, where extremely low levels 
of interest rates struggle to keep economies afloat while nurturing risks over the medium-term. Euler 

https://www.eulerhermes.com/en_global/economic-research/insights/In-the-footsteps-of-Sisyphus-The-global-economy-in-2019-20.html


 

 

Hermes believes that a recession could come from excesses built by financial actors. For now, there is 
in particular a disconnect between fundamentals and the equity market, which could generate 
instability later on.  
 
Shallower and shorter-lived than the last recession, the next downturn will test the abilities of 
companies and economic powers to do the right things at the right time when faced with recession, 
since traditional policy tools and international cooperation have weakened.  
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Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the 
areas of surety, collections, structured trade credit and political risk. Our proprietary 
intelligence network analyses daily changes in corporate solvency representing 92% of global 
GDP. We give companies the confidence to trade, and be paid. We compensate your 
company in the event of a bad debt, but more importantly, we help you avoid bad debt in the 
first place. Whenever we provide trade credit insurance or other finance solutions, our priority 
is predictive protection. But, when the unexpected arrives, our AA credit rating means we have 
the resources, backed by Allianz to provide compensation to maintain your business. 
Headquartered in Paris, Euler Hermes is present in 50+ countries with 5,800 employees. In 
2018, our consolidated turnover was €2.7 billion and insured global business transactions 
represented €962 billion in exposure. 

For more information, please visit: eulerhermes.com 

We predict trade and credit risk today, so companies can have confidence in tomorrow.  
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Cautionary note regarding forward-looking statements: The statements contained herein may include prospects, statements of 
future expectations and other forward-looking statements that are based on management's current views and assumptions and 
involve known and unknown risks and uncertainties. Actual results, performance or events may differ materially from those 
expressed or implied in such forward-looking statements. Such deviations may arise due to, without limitation, (i) changes of the 
general economic conditions and competitive situation, particularly in the Allianz Group's core business and core markets, (ii) 
performance of financial markets (particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured 
loss events, including from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity levels and 
trends, (v) persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) interest rate levels, (viii) 
currency exchange rates including the euro/US-dollar exchange rate, (ix) changes in laws and regulations, including tax 
regulations, (x) the impact of acquisitions, including related integration issues, and reorganization measures, and (xi) general 
competitive factors, in each case on a local, regional, national and/or global basis. Many of these factors may be more likely to 
occur, or more pronounced, as a result of terrorist activities and their consequences. 
 


