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The COVID-19 pandemic sent shock waves through the world economy and triggered the largest global 
economic crisis seen in more than a century. The economic impacts of the pandemic were especially severe in 
emerging economies. Global poverty increased for the first time in a generation, and disproportionate income 
losses among disadvantaged populations led to a dramatic rise in inequality within and across countries. 
Governments responded at the onset of the pandemic with large economic programs that were successful at 
mitigating the worst human costs in the short run. However, this emergency response has also exacerbated a 
number of preexisting economic fragilities that may pose an obstacle to an equitable recovery.

Policy Priorities

The economic response to the pandemic will need to address the following areas in which economic 
fragilities have been highlighted and worsened by the pandemic:

•  Addressing increased inequality within and between countries resulting from the highly regressive 
impacts of the crisis.

•  Managing and reducing the interconnected financial risks created by the pandemic to prevent 
spillover effects that can threaten the return to economic growth.

•  Ensuring continued access to finance to help households and businesses weather economic  uncer-
tainty and invest in opportunities.

•  Preserving and restoring market transparency to enable a prompt recognition of economic risks.

 
Introduction
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Introduction
The COVID-19 (coronavirus) pandemic triggered a global public health crisis that overwhelmed the 
health systems of many countries with over 200 million cases and close to 5 million deaths worldwide. 
The outbreak of the pandemic quickly turned into the largest economic crisis seen in more than a cen-
tury, as countries enacted unprecedented emergency measures, such as travel bans, mobility restric-
tions, closure of nonessential businesses, limitations on public gatherings, and mandatory home-based 
work, that severely affected economic activity. In response, household incomes, business revenue, and 
employment declined dramatically. Small businesses, low-income households, and vulnerable popula-
tions were disproportionately affected, and global poverty increased for the first time in a generation.

The economic crisis stemming from the COVID-19 pandemic stands out in its global scale, scope, 
and severity. In 2020, economic output contracted in 90 percent of countries, while the world economy 
contracted by approximately 3 percent.1 The share of countries experiencing negative output growth as 
a result of the pandemic surpassed that of both world wars and the Great Depression.

The crisis is also distinct in its highly unusual indiscriminate impacts across the globe. Economic 
crises in the postwar period have typically hit advanced economies and emerging markets unevenly. 
For example, despite its designation as the global financial crisis, the 2007–09 financial crisis primarily 
affected advanced economies, whereas emerging markets, whose economies were supported by robust 
commodity prices and rapid growth in China, were far less affected. As a result, at the height of the 
global financial crisis in 2009, output contracted in only 63 percent of countries, and the world economy 
contracted by 2.2 percent, much less than in the first year of the pandemic.2 

The COVID-19 economic crisis is also unique in its nature and origins. Unlike most crisis episodes 
in recent decades, the COVID-19 economic crisis did not originate as a financial crisis or as a debt crisis 
in the public or private sector. Instead, it was the result of a truly exogenous event that generated both 
an aggregate demand and an aggregate supply shock. By contrast, the economic crises of the 1980s were 
sparked by government debt and financial crises in emerging markets, and the 2007–09 crisis origi-
nated from asset bubbles and financial distress in advanced economies. In most countries, the current 
crisis therefore does not fit the prototypical pattern in which a long economic expansion is followed by 
a recession during which borrowers who took out loans in boom times can no longer afford their debt 
payments. Instead, when the COVID-19 pandemic emerged, most countries had not been experiencing a 
robust economic expansion. It is not uncommon, however, for one form of crisis to morph into another. 
Although this economic crisis did not begin as a debt or financial crisis, the large increases in private and 
public debt incurred from the pandemic could very well turn it into one.3

This introduction explores the short- and medium-term implications of the COVID-19 crisis for 
emerging economies. It begins by documenting the dramatic immediate impacts of the crisis on house-
holds and businesses, which were most immediately affected by income losses arising from the pan-
demic. It then highlights the unequal economic impacts of the crisis within and between countries and 
the large government responses to the crisis, which made use of many unprecedented policy tools and 
was relatively successful at mitigating the worst effects of the crisis in the short run but may create  
longer-term economic risks that pose obstacles to an equitable recovery. 

Impacts on households
Household incomes and employment were severely affected by the COVID-19 crisis and the public health 
measures adopted to contain the effects of the pandemic. Survey data covering 51 countries reveal that 
57 percent of firms reduced employment during the first two quarters of the pandemic, directly affecting 
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household income.4 Similarly, World Bank high-frequency phone surveys5 from a sample representative 
of 1.4 billion adults in 34 low- and middle-income countries found that, on average, more than a third 
of respondents stopped working because of the pandemic, and 64 percent of households experienced 
reductions in income.6 This employment-income effect was compounded by a steep decline in remit-
tances in those countries. Over 60 percent of households reported receiving less in remittances since 
the onset of the pandemic (figure I.1).7 The aggregate nature of the economic shock also made it more 
difficult for low-income households to rely on other risk-sharing mechanisms, such as informal credit 
and support from social networks.8 

Rising global poverty
Meanwhile, global poverty increased for the first time in a generation. Figure I.2 shows the annual year-
on-year change in the number of poor for the last three decades. In this period, poverty increased only 
twice: during the Asian financial crisis and the COVID-19 pandemic. The 2007–09 global financial  
crisis did not lead to an increase in global poverty because its effects were felt primarily in advanced 
economies, whereas most emerging economies—where the majority of the world’s poor live—remained 
relatively unaffected. Although the full consequences of the COVID-19 crisis on poverty are still highly 
uncertain, preliminary estimates suggest that COVID-19 will have a significantly greater negative 
impact than the Asian financial crisis.9 

This increase in poverty is likely to persist as unequal access to vaccines and the possibility of future 
waves of the pandemic pose obstacles to the recovery. Figure I.3 shows the global trend in extreme pov-
erty from 2015 to 2021. For the projected years 2020 and 2021, the bars show the change in the poverty 
rate if prior trends had continued, compared with the estimated poverty rates adjusted for the impact of 
the COVID-19 crisis. Whereas before the pandemic 635 million people were projected to live in extreme 

Figure I.1 Impacts of the COVID-19 crisis on households, by country income group

Source: World Bank, COVID-19 Household Monitoring Dashboard, https://www.worldbank.org/en/data/interactive/2020 
/11/11/covid-19-high-frequency-monitoring-dashboard.
Note: The figure shows survey data summarizing the economic impact of the crisis on households. Data are taken from the 
first wave of surveys, administered between April and July 2020, to ensure comparability across countries.
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Figure I.2 Global annual change in extreme poor, 1992–2020

Sources: Lakner et al. 2020; Mahler et al. 2021; World Bank, Global Economic Prospects DataBank, https://databank 
.world bank.org/source/global-economic-prospects; World Bank, PovcalNet (dashboard), http://iresearch.worldbank.org 
/PovcalNet/.
Note: The figure shows the global annual year-on-year change in the number of poor in millions, calculated using the inter-
national poverty line of $1.90 per person per day. Two growth scenarios are considered: “pre–COVID-19” uses the January 
2020 Global Economic Prospects growth rate forecasts (World Bank 2020a), predating the COVID-19 crisis; “COVID-19” uses 
the June 2021 Global Economic Prospects forecasts (World Bank 2021a).
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Figure I.3 Global extreme poverty, 2015–21

Sources: World Bank, Global Economic Prospects DataBank, https://databank.world bank.org/source/global-economic 
-prospects; World Bank, PovcalNet (dashboard), http://iresearch.worldbank.org/PovcalNet/.
Note: Figures are obtained following the approach developed in Lakner et al. (2020) and Mahler et al. (2021). Poverty is 
defined using the international poverty line of $1.90 per person per day. The year 2017 is the latest with sufficient pop-
ulation coverage for a global poverty estimate. Subsequent years are projected. Two growth scenarios are considered:  
“pre–COVID-19” uses the January 2020 Global Economic Prospects growth rate forecasts (World Bank 2020a), predating  
the COVID-19 crisis; “COVID-19” uses the June 2021 Global Economic Prospects forecasts (World Bank 2021a).
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poverty in 2020, after the onset of the pandemic the projected number of poor increased to 732 mil-
lion. The COVID-19–induced poor, calculated as the difference in poverty trends with and without  
COVID-19, are thus estimated to be 97 million in 2020 and 2021. These numbers suggest that  
COVID-19 set back progress on poverty reduction at the global level by nearly half a decade, making the 
goal of eliminating extreme poverty by 2030 unattainable. If countries return to their historical average 
growth rates after 2021, about 7 percent of the global population will live below the international pov-
erty line by 2030, or more than double the target level of 3 percent.10 Put differently, achieving the target 
would require all economies to grow at 8 percent per capita per year, which is equivalent to about five 
times the historical growth rates for Sub-Saharan Africa. 

Greater inequality across and within countries
The impact of the crisis on households has been highly regressive across and within countries. Early 
evidence suggests that 2020 per capita gross domestic product (GDP) declined more in higher-income 
countries.11 However, these data may not tell the full story.12 Because many households in low- and 
middle-income countries work in the informal sector, the impact of the pandemic on them is harder 
to assess. It is then possible that the impact of the pandemic on those countries is being underesti-
mated. Survey data indicate that the highest share of respondents who stopped working on account of 
the  pandemic was recorded in middle-income countries.13 One in five of the pandemic-induced poor 
in 2021 are estimated to reside in low-income countries (which account for 9 percent of the world pop-
ulation), and over 90 percent of those considered newly poor as a result of the crisis reside in low- or 
lower-middle-income countries.14 Between 2019 and 2021, the average income of the bottom 40 percent 
is estimated to have fallen by 2.2 percent, compared with a 0.5 percent decline in the top 40 percent.15

Meanwhile, low-income countries experienced a high incidence of income losses and food insecurity, 
despite having less pronounced disruptions in employment than higher-income countries. Twenty-four 
percent of households in low-income countries reported work stoppages, compared with 32.3 percent 
in lower-middle-income countries and 38.7 percent in upper-middle-income countries (figure I.1). This 
finding stems, in part, from the higher share of the population engaged in agriculture in low-income 
countries, minimizing the employment effects of lockdown measures. Nonetheless, even among agricul-
tural workers who continued working, many experienced declines in income due to lockdown measures 
and reduced demand for agricultural products in urban areas. In low- and middle-income countries 
alike, more than two in three households reported reductions in total income related to the pandemic. 
More than a third of households in low-income countries and almost half of households in upper- 
middle-income countries had to reduce their overall consumption. Low- and lower-middle-income 
countries reported a higher prevalence of food insecurity and of having to resort to coping mechanisms 
such as selling assets or depleting emergency savings (figure I.4). Such effects of the pandemic increase 
these countries’ vulnerability to shocks that may arise during a protracted recovery and dampen the 
prospects for an equitable recovery. 

The recovery so far has been similarly uneven across countries, with advanced economies faring over-
all much better than emerging economies.16 In low-income countries, which face risks to their growth 
outlook because of unequal access to vaccines and preexisting economic fragilities, GDP growth was 
forecast to be 2.9 percent in 2021—the second-lowest growth rate (after 2020) in the last 20 years—com-
pared with 5.3 percent in high-income economies.17 Even if it is assumed that the impact of the pan-
demic is distributionally neutral, the top 20 percent of the global income distribution was expected to 
recover around half of its 2020 income losses in 2021, while the bottom 20 percent was expected to lose 
an additional 5 percent of its income.18



30  |  WORLD DEVELOPMENT REPORT 2022

Beyond the immediate impact of the pandemic on incomes and employment, there are also channels 
through which the crisis is likely to aggravate inequality across countries in the longer term. One such 
channel is pandemic-related disruptions in access to education. Estimates based on data from 157 coun-
tries suggest that the COVID-19 pandemic could lead to a loss of between 0.3 and 0.9 years of schooling, 
adjusted for quality. Pandemic-related income shocks could force close to 7 million students to drop out 
of primary and secondary education. And students from the current cohort could face a loss in lifetime 
earnings equivalent to a 5 percent annual reduction in income.19 The pandemic has also disproportion-
ately affected female labor force participation, which is another channel through which the crisis aggra-
vates preexisting inequalities.20

Within countries, the crisis has disproportionately affected disadvantaged groups. In 70 percent of 
countries, the incidence of temporary unemployment was higher21 for workers who completed only  
primary education.22 Income losses were similarly larger among youth, women, the self-employed, and 
casual workers with lower levels of education.23 These patterns are consistent with those observed in 
advanced economies.24 Although the impact of the pandemic on within-country inequality at the global 
level is not yet known, it seems likely it will increase. The regressive nature of impacts suggests that the 
impact of the crisis on global poverty is a lower-bound estimate. With a widespread increase in within- 
country inequality, the crisis would have an even bigger impact on global poverty.25 

The COVID-19 economic crisis has also been unique in exacerbating gender inequalities. Analysis 
of firm-level data from the World Bank’s Enterprise Surveys reveals that women were more likely than 
men to be laid off after the onset of the pandemic.26 According to phone survey data collected during 
the first months of the pandemic, 42 percent of women stopped working, either temporarily or perma-
nently, compared with 31 percent of men.27  Women were disproportionately affected by income and 
employment losses because they were more likely to be employees or owners of firms in the sectors 
most affected by lockdown and social distancing measures—such as services, hospitality, and retail, 
where the demand shock was hitting hardest.28 Indeed, women-owned businesses were, on average, 
more likely to be closed after the onset of the pandemic, especially microbusinesses and businesses in 
the hospitality industry. Female-led businesses were also less likely to have received public support.29  

Figure I.4 Ways in which households coped with income losses from the COVID-19 crisis,  
by country income group

Source: World Bank, COVID-19 Household Monitoring Dashboard, https://www.worldbank.org/en/data/interactive/2020 
/11/11/covid-19-high-frequency-monitoring-dashboard.
Note: Data from the first wave of surveys, collected between April and July 2020, are used to ensure comparability across 
countries.
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In addition, women bore the brunt of the higher care needs associated with closures of day-care  
centers and schools.

Evidence from recent rounds of high-frequency surveys also reveals that the initial disparities in job 
losses were not reduced with the relaxation of mobility restrictions and other policy measures. Those 
who suffered larger initial losses—women, younger workers, urban workers, and persons with low levels 
of formal education—recovered more slowly than their counterparts and were not able to substantially 
reverse initial disparities in losses.30 By September 2020, men had recovered 49 percent of their initial 
employment losses, compared with 30 percent of women. Workers in urban areas had recovered only a 
third of their initial losses, compared with 58 percent of rural workers. Although the employment recov-
ery was slightly faster for younger workers and those without a college education, this was insufficient 
to significantly reduce the gaps in job losses relative to older and college-educated workers.31 Similarly, 
school closures have been associated with substantial learning losses, particularly for children from low 
socioeconomic status households. Even with schools reopening, it is not clear whether these children 
will be able to catch up, thereby exacerbating within-country disparities in the future.

Heightened fragilities on household balance sheets 
The impacts of income losses sustained during the pandemic were intensified by the fact that many 
households were already financially stretched at the beginning of the crisis. Although there was sig-
nificant within-country and cross-country variation in how well households were positioned to cope  
with income losses, one pattern that is strikingly similar across advanced and emerging economies is 
that very few households have the resources to weather substantial income losses for more than a few 
months.32 This pattern underscores the immense value of emergency cash transfers for households 
 facing large, prolonged income losses.

Intuitively, households can accommodate income shocks either by financing consumption with liq-
uid financial assets, such as easily accessible savings, or by reducing expenditures to the bare minimum 
required for food, essential utilities, housing expenses, and debt repayment. Both coping mechanisms do 
not rely on external sources of funds such as the state or on credit markets, and they have little bearing 
on households’ future ability to borrow. The definition used in this Report therefore considers a house-
hold to be fully “resilient” when, in the face of an income shock, it can sustain consumption in the short 
to medium term using its own liquid financial assets.

Newly available data on household consumption and asset holdings that are comparable across 
countries make it possible to quantify the resilience of households to income losses as the ratio of a 
household’s total liquid wealth to its monthly consumption expenditure.33 This measure has a simple 
interpretation: conditional on an economic shock resulting in a complete loss of income, it is the number 
of months that a household can maintain its level of consumption by relying solely on its liquid finan-
cial wealth. Figure I.5 shows the share of households whose resilience to a total income loss falls below 
three months, six months, and one year for a sample of 24 emerging and advanced economies for which 
comparable data are available.34 The figure reveals that the percentage of households not able to sustain 
basic consumption beyond three months is higher in emerging economies (50 percent) than in advanced 
economies (40 percent). However, the percentage of households that cannot self-sustain beyond one  
year is practically identical, reaching around 70 percent in both emerging and advanced economies.  

The same stress test approach can be used to examine how effectively different crisis response policies 
counteract income losses and enhance household resilience. Figure I.6, which shows the results of this 
exercise, first considers the effect of debt relief programs on household resilience. It reveals that if all 
household debt repayments35 were paused by law, household resilience would improve only marginally 
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for advanced economies and would be unchanged in emerging economies. Debt relief as a policy tool 
is largely ineffective because in emerging economies it is mostly the wealthy—and therefore inherently 
more resilient—households that can access formal credit. This finding also suggests that debt relief may 
have adverse distributional effects because it benefits primarily wealthier households, while the cost of 
the policy, through taxation, is borne across the population. Similarly, figure I.6 shows that if households 
were able to liquidate their illiquid financial assets, such as retirement accounts, it would have almost 
no effect in emerging economies and only short-lived benefits in advanced ones. Roughly 40 percent of 
advanced economy households would continue to be vulnerable six months after the initial shock. Not 
surprisingly, a policy instrument that dramatically reduces vulnerability in both emerging and advanced 
economies is direct income support. Income support replacing 50 percent of regular income brings the 

Figure I.5 Household resilience to income losses, selected emerging and advanced economies 

Source: Badarinza et al. 2021.
Note: The figure shows for each economy and economy income group the share of households not able to sustain their 
baseline consumption with liquid assets for more than three months, six months, and one year in the event of an income loss.
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total fraction of vulnerable households to near zero for the first six months in both sets of economies. 
This finding underscores the immense value of the large cash transfers used worldwide to enable house-
holds to weather the immediate impacts of the crisis.

Impacts on firms
Business revenue declined dramatically as a result of lockdowns and other public health measures needed 
to contain the pandemic. Survey data collected from more than 100,000 businesses worldwide show that, 
overall, 70 percent of businesses closed at the peak of the first wave of the pandemic,36 and 84 percent 
of firms reported a drop in revenue. This decline in sales was large in magnitude—on average, firms 
experienced a 51 percent year-on-year reduction in revenue as a result of the first wave of pandemic- 
induced mobility restrictions (figure I.7, panel a). Declines in sales and revenues were also persistent—four 
months after the peak of the pandemic, average revenue was still more than 40 percent lower than in the 
same period one year earlier. The shock was sufficiently severe and long-lasting to threaten the survival of 
many firms. In the early stages of the pandemic, 46 percent of firms expected to fall into arrears on their 
outstanding supplier, wage, or loan payments over the next six months (figure I.7, panel b). The average 
business reported having cash reserves to cover expenses for less than 51 days. The impacts of business 
closures and the sharp, persistent decline in business revenue translated into a corresponding reduction 
in employment, mostly by reducing workers’ hours and requiring furloughs (both paid and unpaid). Per-
manent layoffs were less common. In total, 57 percent of surveyed firms reduced employment.

The impact of the COVID-19 crisis on businesses varied significantly across countries and sectors. 
Tourism, retail, and parts of the service sector were more severely affected by public health policies 

Figure I.6 Impacts of alternative COVID-19 policies and coping strategies at different time 
horizons, emerging and advanced economies

Source: Badarinza et al. 2021.
Note: The figure shows the impact of alternative support policies and coping strategies—income support, debt relief, and 
asset liquidation—on household resilience for different time horizons.
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Figure I.7 Impact of COVID-19 on businesses, selected countries

Source: World Bank, COVID-19 Business Pulse Surveys Dashboard, https://www.worldbank.org/en/data/interactive/2021 
/01/19/covid-19-business-pulse-survey-dashboard. 
Note: The figure shows the average predicted percentage decline in sales (panel a) and share of businesses expecting to fall 
into arrears (panel b) by country. Estimates are obtained from a linear regression that controls for country, firm size, sector, 
and distance to the first peak of the pandemic. Data are as of July 31, 2021.
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limiting mobility or mandating temporary business closures or capacity restrictions. In addition, inter-
national supply chains were disrupted, causing input shortages and price fluctuations that rippled 
through the global economy and eventually also reached sectors not initially affected by the crisis.

Small and informal businesses most severely affected
The impact of the crisis on businesses, like that on households, was highly regressive. Smaller businesses, 
informal businesses, and businesses with more limited access to the formal credit market were more 
severely affected. Smaller firms tend to face greater financial constraints, even in advanced economies. 
In the United States, for example, the median small business has fewer than 15 days in cash reserves.37 
Thus even profitable small businesses can easily fall into arrears and insolvency due to a temporary 
shock to revenue. The same is true of the impact of the COVID-19 shock on businesses around the world. 
Larger firms were able to cover expenses for up to 65 days, compared with 59 days for medium-size firms 
and 53 and 50 days for small firms and microenterprises, respectively. More than 50 percent of all small 
firms expected to fall into arrears within six months of the onset of the crisis, compared with 45 per-
cent of medium-size firms and 36 percent of large firms. Compounding the challenge, small businesses 
have far more limited access to external finance than larger firms, and thus were much more likely to be 
pushed into insolvency by the crisis.38

Women-led businesses have been disproportionately affected by the crisis, according to data from 
the World Bank’s COVID-19 Business Pulse Surveys conducted during the first year of the pandemic. 
Women-owned businesses are, overall, more concentrated in sectors that were harder-hit by lock-
downs and mobility restrictions, and even within these sectors women-owned businesses fared worse.  
Women-owned businesses in the hospitality industry, for example, recorded larger declines in sales  
revenue than male-led businesses during the same period the previous year (–67.8 percent versus –60.4 
percent), were able to cover costs for a shorter period of time (54 days versus 64 days), were more likely 
to fall into arrears (58 percent versus 51.6 percent), were more likely to reduce work hours (59.6 percent 
versus 53.7 percent), and had less access to public support (33 percent versus 37 percent).39 Surveys of  
some 26,000 business owners in over 50 countries with an active Facebook business page also reveal that 
the strictness of lockdown measures tended to exacerbate gender gaps in temporary business closures.40

Businesses relatively more affected by the initial impact of the COVID-19 pandemic were also expe-
riencing greater difficulties recovering in 2021. Comparisons of first-round (May–November 2020) and 
second-round (November 2020–May 2021) data from the World Bank’s COVID-19 Follow-up Surveys 
in Europe and Central Asia, for example, show that small, young (founded within the last 10 years), and 
female-owned firms did not see improvements in sales in 2021, in contrast to larger, older, and male-
owned firms. Larger firms were also more likely than smaller firms to receive payment deferrals and 
fiscal relief.

Persistent economic uncertainty hampering business activity
In addition to revenue losses, business activity has been affected by an uncharacteristically large and 
persistent increase in uncertainty about future business prospects, despite the presence of large support 
programs. Studies using data from advanced economies show that, because of its unique nature, the 
COVID-19 pandemic has generated more uncertainty in business sales and profitability expectations 
than a conventional economic downturn.41  The World Bank’s COVID-19 Business Pulse Surveys col-
lected comparable data on business expectations worldwide and found strikingly similar results. They 
confirm that greater uncertainty about business prospects is associated with larger firm-level declines 
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in employment (see figure I.8). Even as pandemic-related risks are gradually resolved, prolonged uncer-
tainty about the recovery of business revenue is therefore likely to suppress job creation and investment 
by businesses, as well as the availability of credit from their lenders in the longer term. 

Heightened fragilities on corporate balance sheets 
The precrisis period saw a significant buildup of financial risks in the corporate sector, which became 
increasingly apparent with the onset of the pandemic. This increase in risks was particularly severe in 
emerging markets, where an extended period of low interest rates globally had contributed to lending 
booms and dramatically increased leverage ratios in the corporate sector. Prior to the crisis, many firms 
in emerging markets were already struggling with unsustainable debt burdens and difficulties cover-
ing short-term liabilities.42 Stress test simulations using precrisis corporate balance sheet data indicate 
that an economic shock of the size experienced by most emerging from the COVID-19 recession would 
push a large share of firms in these economies into insolvency (figure I.9).43 Some of the financial risks 
that have accumulated among emerging market firms have become apparent as a result of the crisis. 
Troubled assets in the real estate sector of important emerging markets that have come to light recently 
are one example of how credit-fueled asset bubbles that accumulate during times of high growth can 
trigger wider economic instability in the event of an unforeseen adverse shock.44 This phenomenon is 
not unique to the current crisis and, in fact, bears many similarities to the asset bubbles and subsequent 

Figure I.8 Economic uncertainty and employment during the COVID-19 crisis

Source: Apedo-Amah et al. 2020, based on World Bank, COVID-19 Business Pulse Surveys Dashboard, https://www.world 
bank.org/en/data/interactive/2021/01/19/covid-19-business-pulse-survey-dashboard. 
Note: The figure shows the relationship between expected sales growth and changes in employment (panel a) and uncer-
tainty about sales growth and changes in employment (panel b), based on data from the World Bank’s COVID-19 Business 
Pulse Surveys collected during the first two quarters of the pandemic. The analysis first conditions on the variable on the 
x-axis and then calculates employment changes for businesses in each bin.
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Figure I.9 Percentage of corporate debt at risk after a simulated 30 percent shock to earnings, 
precrisis, selected countries, by income group

Source: WDR 2022 team, based on Feyen, Dancausa, et al. (2020).
Note: The figure reports the distribution across income groups of the fraction of debt of firms in a country considered “at 
risk” in terms of interest coverage ratio after a simulated 30 percent shock to earnings. The interest coverage ratio captures 
the ability of a firm to cover interest expenses with current earnings. A higher value indicates higher debt at risk for corpo-
rations in a country.
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market corrections in previous crises, such as real estate bubbles in advanced economies prior to the 
global financial crisis.  

In emerging economies, corporate solvency risks have been further exacerbated by a sharp increase 
in dollar-denominated debt over the past decade. Low interest rates in advanced economies over this 
period tempted firms to take on foreign rather than local currency debt.45 Since the beginning of the 
pandemic, the currencies of many emerging markets have come under pressure. This creates problems 
for firms that hold significant amounts of foreign currency–denominated debt, which is now more 
difficult to service because the value of the borrower’s local currency revenue has fallen. The expo-
sure to currency risk is likely to become more acute if the recovery proceeds more quickly in advanced 
economies than in the rest of the world, which will lead to a further weakening of emerging market 
currencies.

Impacts on the financial sector
In contrast to the immediate large impacts of the COVID-19 crisis on households and firms, the short-
term impacts of the crisis on the financial sector were relatively muted because of the large-scale emer-
gency support and forbearance programs for borrowers aimed at preventing a spike in loan defaults. 

Moderate initial impacts masking longer-term risks
Although extensive income support and debt forbearance policies have helped to insulate the financial 
sector from a wave of loan defaults in the short run, few if any countries have the resources to keep 
these policies in place in the longer term. Therefore, financial institutions around the world are likely to 
come under significant stress as debt moratoria and other support policies for borrowers are scaled back. 
In some economies, these risks are already becoming apparent. Loan defaults have been on the rise in 
India, Kenya, the Philippines, and a growing number of other middle-income countries. These emerging 
credit risks are also reflected in the worsening outlooks of the main international rating agencies for 
financial institutions as forbearance policies are lifted.

How well financial sectors around the world are prepared to confront this challenge varies consider-
ably. Some economies that were hard-hit by the global financial crisis of 2007–09 initiated meaningful 
reforms and ensured that their banking systems were well capitalized. However, given that the global 
financial crisis affected primarily advanced economies, many emerging economies did not enact such 
reforms. As a result, their financial sectors are poorly prepared to withstand a crisis of the magnitude 
of the COVID-19 recession. For example, in emerging economies the average levels of regulatory capital 
holdings (the risk capital banks are required to hold to protect their balance sheets in the event of loan 
losses) have remained flat, albeit at a relatively high level, since the global financial crisis.46 Moreover, 
bank debt-to-asset ratios, indicating greater balance sheet risk, have increased for smaller banks gener-
ally, as well as for banks located in emerging economies.47 

In many emerging economies, fragilities in the financial sector are compounded by extensive govern-
ment ownership of banks, misallocation stemming from government-mandated lending programs, and 
financial repression policies such as the requirement that domestic financial institutions hold govern-
ment debt, which links the asset quality of the financial sector to that of the government. In the years 
leading up to the COVID-19 crisis, the Financial Sector Assessment Program, a joint exercise carried 
out by the World Bank and the International Monetary Fund, highlighted problems in the resolution 
of nonperforming loans (especially in Sub-Saharan Africa and Eastern Europe), loan classification and 
provisioning, and bank exposure to the nonbanking sector.  
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There has also been significant concern about the rapid expansion of lending by nonbank financial 
institutions (NBFIs) and their links to the formal banking sector in many emerging markets. According 
to data from the Financial Stability Board, and using a narrow definition of the sector, in 2020 NBFIs 
accounted for 14.1 percent of the total financial assets of 29 jurisdictions.48 Nonbank lenders often face 
greater credit risks than banks, but are typically less regulated and can therefore accumulate significant 
hidden risks that can threaten financial stability. Regulators have become increasingly aware of these 
risks and have sought to adapt oversight of nonbank lenders.49

The short-term government response and its impact on 
public finances
The COVID-19 crisis triggered an extraordinarily large government response aimed at stabilizing out-
put and protecting incomes in the short run. Governments enacted comprehensive fiscal, monetary, 
and financial sector policies, many of which included policy tools that were unprecedented at this scale 
or had not previously been used in emerging economies. Examples include direct income support mea-
sures, debt moratoria, and asset purchase programs by central banks. Most economists welcomed the 
speed and enormous scale of this response, pointing to the unparalleled scale of the economic shock and 
the lessons learned from past crises in which gradual approaches had proven less effective at stabilizing 
output and market expectations.50

Wide variation in the scale of the policy response
The fiscal policy response to the COVID-19 crisis was swift and substantial. It consisted primarily 
of direct emergency payments to the households and firms most acutely affected by a sharp drop in 
incomes and revenue. Many countries conducted countercyclical fiscal policies during the crisis, a first 
for most emerging economies. The scale of the response, however, varied significantly across countries, 
depending on the capacity of governments to mobilize resources, as well as institutional capabilities and 
the availability of social safety nets, as illustrated by figure I.10. While the extent of the fiscal response 
was almost uniformly large by any historical measure in high-income countries and uniformly small or 
nonexistent in low-income countries, there was significant variation in the size of the fiscal responses 
among middle-income countries. This variation reflects, among other factors, large differences in gov-
ernment debt burdens and the ability to finance the crisis response, as well as differences in the ability of 
central banks to support government spending through accommodative monetary policy measures. The 
scale and nature of the fiscal response were also shaped by political economy factors. For example, some 
recent evidence indicates that less politically polarized governments and societies were able to mobilize 
more fiscal resources to fight the immediate effects of the pandemic.51

In addition to rate cuts, central banks used unconventional monetary policy tools such as asset pur-
chase programs to support the crisis response. Although asset purchase programs had previously been 
used almost exclusively in advanced economies, 27 emerging economies adopted such programs for the 
first time in response to the COVID-19 crisis.52 

In addition to the fiscal and monetary policy response to the crisis, financial regulators around the 
world also implemented an unprecedented set of measures to prevent financial distress among borrowers 
and financial institutions. These policies were aimed at maintaining overall financial stability, preserv-
ing critical financial market functions, averting preventable insolvencies, and ensuring the continued 
flow of credit to households and firms. Central banks helped financial institutions maintain liquidity 



40  |  WORLD DEVELOPMENT REPORT 2022

through reductions in the policy rate, asset purchase programs, and other interventions intended to 
quell market turbulence in the early stages of the crisis. 

To support borrowers and avert a wave of preventable insolvencies, financial regulators rolled out a 
variety of temporary debt relief measures for households and businesses, such as debt moratoria and 
debt restructuring programs. In many countries, these policies ultimately covered a large share of 
 outstanding credit and played an important role in preventing loan defaults among borrowers facing 
temporary liquidity problems. However, debt moratoria on the scale of those enacted during the pan-
demic are a largely untested policy, and so far there is very little evidence of their longer-term impacts 
on borrower behavior and financial stability. One important concern is that, if left in place for too long, 
debt moratoria can have the unintended effect of masking the true extent of credit risk in the economy 
and delay rather than prevent the emergence of financial fragilities.

In contrast to previous crises, many countries also implemented so-called regulatory forbearance 
policies for banks. Regulatory forbearance refers to the relaxation of regulatory requirements and 
accounting standards in the hope that this will make it easier for lenders to issue new credit. Although 
some of these policies used the flexibility embedded in existing regulatory frameworks (such as the Basel 
III regulations), some countries relaxed prudential regulation and accounting standards beyond the 
emergency measures allowed by these frameworks. This may have created some respite for banks, but 
could create significant longer-term risks to financial stability. Regulatory forbearance policies reduce 
bank balance sheet transparency by enabling banks to hide the true extent of their credit risk, delay the 
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Figure I.10 Fiscal response to the COVID-19 crisis, selected countries, by income group

Source: WDR 2022 team, based on IMF (2021a). Data from International Monetary Fund, Fiscal Monitor Database of Coun-
try Fiscal Measures in Response to the COVID-19 Pandemic, Fiscal Affairs Department, https://www.imf.org/en/Topics 
/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-COVID-19.
Note: The figure reports, as a percentage of GDP, the total fiscal support, calculated as the sum of “above-the-line mea-
sures” that affect government revenue and expenditures and the subtotal of liquidity support measures. Data are as of  
September 27, 2021.
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resolution of nonperforming loans, and ultimately weaken the ability of the financial sector to provide 
financing to creditworthy borrowers during the recovery. Because regulatory forbearance policies can 
lead to the accumulation of significant hidden credit risks, they can also place further burdens on gov-
ernment finances should government intervention be required to support ailing financial institutions 
once these risks materialize. 

In addition to the scale of the short-term crisis response there was also wide variation in the specific 
combination of policy tools used by different countries (figure I.11). This variation reflects differences in 
the ability to mobilize resources as well as different priorities for the crisis response. Low-income coun-
tries made relatively greater use of simple cash transfer programs, whereas middle- and high-income 
economies, whose financial sectors are much more exposed to household and small business debt, made 
more extensive use of financial sector policies aimed at averting financial sector distress. 

Figure I.11 Fiscal, monetary, and financial sector policy responses to the pandemic, 
by country income group

Source: WDR 2022 team, based on Feyen, Alonso Gispert, et al. (2020); Lacey, Massad, and Utz (2021); World Bank, 
COVID-19 Finance Sector Related Policy Responses, Version 3, https://datacatalog.worldbank.org/search/dataset/0037999. 
Note: The figure shows the percentage of countries in which each of the listed policies was implemented in response to the 
pandemic. Data for the financial sector measures are as of June 30, 2021.
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A global increase in government debt triggered by the pandemic
The large crisis response, while necessary and effective at mitigating the worst impacts of the crisis in  
the short run, led to a global increase in government debt that has given rise to renewed concerns  
about debt sustainability. Government debt levels have been rising steadily over the last decade in  
many emerging economies, and several suffered downgrades of their sovereign risk rating prior to the 
crisis (see figure I.12). In 2020, 51 countries—among them, 44 emerging economies—saw their credit  
ratings deteriorate. Although advanced economies have not been spared, sovereign downgrades are  
much more consequential for emerging economies, where credit ratings are at or near junk grade, and 
where the rating of the sovereign has a direct impact on the ratings of state-owned banks and state-
owned enterprises. In more extreme cases, where sovereign restructuring becomes necessary—and these 
have been on the rise as well—banks and domestic investors will take outright losses on their holdings of 
government securities. Increases in government debt stemming from fiscal responses to the pandemic 
are therefore especially consequential for low-income countries. 

In emerging and advanced economies, the fiscal response to the pandemic was supported by sig-
nificant monetary policy measures that made unprecedented use of new policy tools (box I.1). Build-
ing on lessons from the global financial crisis, central banks lowered interest rates rapidly rather than 
through a series of gradual rate cuts. Because advanced economy policy rates were low prior to the crisis, 
emerging economies had more space to lower interest rates, with several central banks cutting rates by 
100–200 basis points. Emerging economies were able to undertake especially ambitious monetary policy 
responses in part because many were at a low point in the business cycle. With output below potential, 
there was less concern about overheating the economy and spurring capital outflows. Structural reforms 
enacted since the global financial crisis helped to create additional flexibility.53

Figure I.12 Global sovereign downgrades, 1980–2020

Source: WDR 2022 team, based on Reinhart (2021). Data from Trading Economics, Credit Rating (database), https://trading 
economics.com/country-list/rating.
Note: The figure shows the total number of sovereigns downgraded in a given year for all economies (gray line) and for 
emerging market economies (dashed black line) for which ratings data could be obtained. Emerging market economies 
(EMEs) are defined as in the International Monetary Fund's World Economic Outlook: A Long and Difficult Ascent (IMF 2020).
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Box I.1 The interplay of fiscal and monetary policy 

In response to the pandemic, countries made 
extensive use of monetary policy to support the 
large fiscal programs that became necessary to 
support households and firms. In emerging econo-
mies, interest rate cuts were a much more effective 
tool for stimulating the economy than in advanced 
economies, where rates had been hovering around 
the zero lower bound prior to the pandemic. None-
theless, many emerging economies found them-
selves constrained in their crisis response because 
of limited fiscal and monetary policy options aris-
ing from high levels of government debt, low pol-
icy credibility, or weaker-than-expected effects of 
rate cuts.

Many economies adopted unconventional mon-
etary policy tools to support the crisis response. The 
term unconventional monetary policy refers to policy 
instruments that go beyond the traditional regula-
tory and interest rate-setting powers of a central 
bank. Examples include asset purchase programs 
in which the central bank buys government or cor-
porate bonds to inject liquidity into the economy 
and keep interest rates low; extraordinary liquidity 
operations, such as the central bank providing the 
financial sector with liquidity on the condition that 
it is used to issue new loans; or forward guidance, 
in which the central bank seeks to influence market 
expectations to stimulate economic activity.

To mobilize the full set of policy instruments at 
their disposal, central banks in emerging economies 
made extensive use of these new monetary policy 
tools, many for the first time. The most widely used 
instrument was asset purchase programs (figure 
BI.1.1), which before the COVID-19 crisis had been 
used almost exclusively in advanced economies—
most notably by the US Federal Reserve Bank and 
the European Central Bank in the aftermath of  
the global financial crisis. Where asset purchase 
programs are aimed at buying government bonds, 
they increase the demand for longer-term gov-
ernment debt and reduce its cost, which directly 
supports the government’s ability to finance future 
spending.

In response to the COVID-19 crisis, between 
March and August 2020, 8 low-income countries, 
11 lower-middle-income countries, and 10 upper-
middle-income countries initiated asset purchase 
programs.a Examples of countries that initiated 
asset purchase programs include Angola, the Arab 
Republic of Egypt, Costa Rica, and Uganda. In sev-
eral countries, adoption of such programs required 
changes in the laws governing the operations of 
the central bank. Brazil, for example, changed its 
constitution to allow the central bank to carry out 
monetary financing operations, including the direct 
purchase of government bonds. Thailand’s parlia-
ment approved a law to set up a B 400 billion ($12.3 
billion) fund to buy corporate bonds.

(Box continues next page)

Figure BI.1.1 Asset purchase programs 
of central banks during the COVID-19 
crisis, by country income group

Source: WDR 2022 team, based on Fratto et al. (2021). 
Note: The figure shows the number of countries that 
introduced asset purchase programs in response to 
the pandemic, by income group, disaggregated by 
whether the central bank was authorized to purchase 
government bonds, corporate bonds, or both. Data 
for the Central Bank of West African States are con-
sidered for each individual member state.
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Box I.1 The interplay of fiscal and monetary policy (continued)

Although the use of an expanded set of monetary 
policy tools has been beneficial to the COVID-19 
crisis response, it has also increasingly blurred the 
lines between fiscal and monetary policy and raised 
the specter of governments trying to influence 
central banks to accommodate their fiscal needs. 
In this situation, referred to as “fiscal dominance,” 
the central bank sacrifices price stability to support 
the government’s fiscal policy goals. In the past, this 
practice has led to episodes of high or hyperinflation, 
which place a disproportionate burden on the 
poor and pose a significant obstacle to sustained 
economic growth in many emerging economies and 
efforts to tackle climate change and inequality.

The greater interdependence between fiscal 
and monetary policy foreshadowed by the 
increased use of new monetary policy tools will 

require improved coordination between fiscal and 
monetary authorities, as well as safeguards for 
central bank independence. In response to these 
emerging challenges, some emerging economies 
have introduced rules aimed at isolating central 
banks from political pressure to finance government 
outside of emergency situations. In Indonesia, 
for example, the central bank was prohibited 
from buying government bonds in the primary 
market. This prohibition was suspended through 
emergency legislation but only for a limited time 
(the prohibition on government financing must be 
reinstated by law in 2023). However, such rules are 
not always time-consistent, and it remains to be 
seen whether they can help countries strike the 
right balance between enabling an effective policy 
mix and safeguarding central bank independence.

a. Fratto et al. (2021).

Notes
1. Global real GDP growth in 2020 is estimated at –3.1 

percent in the International Monetary Fund’s World 
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3. Bordo and Meissner (2016); Reinhart and Rogoff 
(2009). 

4. Apedo-Amah et al. (2020).

Overall, the swift and decisive policy response to the COVID-19 crisis has mitigated its worst eco-
nomic impacts in the short run. However, some crisis response measures have also given rise to new 
risks that may pose an obstacle to an equitable recovery in the longer term. Among these, the most press-
ing concerns are dramatically increased levels of public and private debt, as well as the significant risk 
of hidden debts and financial fragilities that will materialize once support and forbearance programs 
are scaled back. As the immediate effects of the pandemic subside, policy makers face the difficult task 
of striking the right balance between providing enough support to contain the worst human costs of 
the crisis, while limiting the longer-term risks that may arise from the crisis response. Given this con-
text, chapter 1 of this Report highlights the mutually reinforcing links between the various sectors of 
the economy—households, firms, financial institutions, and governments—through which risks in one 
sector can affect the economy as a whole, and charts policies that can effectively reduce these risks and 
support an equitable recovery.
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12. Deaton (2021) finds that inequality between countries, 

measured as the dispersion in per capita GDP without 
accounting for population size, decreased in 2020. 
This is consistent with a larger decline in GDP per cap-
ita in higher-income countries. However, Deaton finds 
that this dispersion increases when countries are 
weighted by their population. Yonzan, Lakner, and 
Mahler (2021) also find that population-weighted  
between-country inequality increased in 2020. Their 
study draws on distributions from household surveys, 
which are extrapolated using growth in GDP per capita 
and weighted by population. Both studies agree that 
the dispersion between countries in 2020 is highly sen-
sitive to the growth forecasts of China and India. The 
vintages of the growth data also make a difference. 
Deaton (2021) compares growth forecasts from the 
October 2019 and October 2020 editions of World Eco-
nomic Outlook (IMF 2019, 2020), while Yonzan, Lakner, 
and Mahler (2021) use growth forecasts from the 

January 2020 and June 2021 Global Economic Pros-
pects (World Bank 2020a, 2021a).

13. Khamis et al. (2021). 
14. Mahler et al. (2021) based on World Bank, Global Eco-

nomic Prospects DataBank, https://databank.world 
bank.org/source/global-economic-prospects; World 
Bank, PovcalNet (dashboard), http://iresearch.world 
bank.org/PovcalNet/. 

15. Yonzan, Lakner, and Mahler (2021).
16. See note 12.
17. World Bank (2021a). 
18. Yonzan, Lakner, and Mahler (2021).
19. Azevedo et al. (2020). 
20. See de Paz, Gaddis, and Müller (2021).
21. The difference in the rate of work stoppage between 

low- and high-educated workers was found to be statis-
tically significant in 23 percent of the countries. For 
more details, see Kugler et al. (2021).

22. Kugler et al. (2021).
23. Bundervoet, Dávalos, and Garcia (2021).
24. Adams-Prassl et al. (2020); Chetty et al. (2020); Cross-

ley, Fisher, and Low (2021).
25. Because of a lack of comprehensive data for many 

countries, the estimates at the global level assume 
there are no changes in inequality. Lakner et al. (2020) 
and Yonzan et al. (2020) estimate the impact of 
COVID-19 on global poverty with a range of assump-
tions on within-country inequality. 

26. See de Paz, Gaddis, and Müller (2021).
27. Bundervoet, Dávalos, and Garcia (2021).
28. Goldstein et al. (2020).
29. Torres et al. (2021).
30. Agrawal et al. (2021); de Paz, Gaddis, and Müller (2021); 

Kugler et al. (2021).
31. Agrawal et al. (2021).
32. Gomes, Haliassos, and Ramadorai (2021); RBI (2017).
33. Badarinza, Balasubramaniam, and Ramadorai (2019). 

Measuring consumption and asset holdings at the 
household level is challenging for two reasons: (1) rep-
resentative surveys often lack sufficiently detailed 
data on assets and consumption, and (2) where such 
data are available, they are often difficult to compare 
across countries. Some recent research has managed 
to bridge this gap by collating a broad set of household 
surveys for emerging and advanced economies.

34. Badarinza et al. (2021).
35. Measured in the surveys as part of consumption  

expenditure, including self-reported exposure to infor-
mal loans.

36. World Bank, COVID-19 Business Pulse Surveys Dash-
board, https://www.worldbank.org/en/data/interactive 
/2021/01/19/covid-19-business-pulse-survey-dash 
board. Data for the first wave of the survey were col-
lected between April and November 2020.

37. Federal Reserve Bank of New York (2021). 
38. Emerging evidence also suggests there is a gender 

component to the impact on businesses. In response 
to the pandemic, women-owned businesses closed at 
a higher rate than those owned by men. See, for exam-
ple, Goldstein et al. (2020)  and Torres et al. (2021).

39. Torres et al. (2021).

file:///C:\Users\Martin\Downloads\Bundervoet
https://www.worldbank.org/en/data/interactive/2021/01/19/covid-19-business-pulse-survey-dashboard
https://www.worldbank.org/en/data/interactive/2021/01/19/covid-19-business-pulse-survey-dashboard
https://www.worldbank.org/en/data/interactive/2021/01/19/covid-19-business-pulse-survey-dashboard


46  |  WORLD DEVELOPMENT REPORT 2022

References
Acharya, Viral, Stephen G. Cecchetti, José De Grego-

rio, Şebnem Kalemli-Özcan, Philip R. Lane, and Ugo 
Panizza. 2015. “Corporate Debt in Emerging Econo-
mies: A Threat to Financial Stability?” September, Cen-
tre for International Governance Innovation, Waterloo, 
Ontario; Brookings Institution, Washington, DC. https://
www.brookings.edu/wp-content/uploads/2016/07 
/CIEPR2015toWeb.pdf.

Adams-Prassl, Abi, Teodora Boneva, Marta Golina, and 
Christopher Rauh. 2020. “Inequality in the Impact of the 
Coronavirus Shock: Evidence from Real Time Surveys.” 
Journal of Public Economics 189 (September): 104245.

Agrawal, Sarthak, Alexandru Cojocaru, Veronica Montalva, 
and Ambar Narayan. 2021. “COVID-19 and Inequality: 
How Unequal Was the Recovery from the Initial Shock?” 
With inputs by Tom Bundervoet and Andrey Ten. Brief 
(June), World Bank, Washington, DC.

Aguilar, Ana, and Carlos Cantú. 2020. “Monetary Policy 
Response in Emerging Market Economies: Why Was It 
Different This Time?” BIS Bulletin 32 (November), Bank 
for International Settlements, Basel, Switzerland.

Aizenman, Joshua, Yothin Jinjarak, Hien Nguyen, and Ilan 
Noy. 2021. “The Political Economy of the COVID-19 Fis-
cal Stimulus Packages of 2020.” NBER Working Paper 
29360, National Bureau of Economic Research, Cam-
bridge, MA.

Alfaro, Laura, Gonzalo Asis, Anusha Chari, and Ugo Pani-
zza. 2019. “Corporate Debt, Firm Size, and Financial 
Fragility in Emerging Markets.” Journal of International 
Economics 118 (May): 1–19.

Altig, et al. 2020. “Economic Uncertainty before and during 
the COVID-19 Pandemic.” Journal of Public Econom-
ics 191 (November). https://www.sciencedirect.com 
/science/article/pii/S0047272720301389.

Anginer, Deniz, Ata Can Bertay, Robert Cull, Asli Demirgüç-
Kunt, and Davide S. Mare. 2021. “Bank Capital Regula-
tion and Risk after the Global Financial Crisis.” Journal 
of Financial Stability. Published ahead of print, May 17, 
2021. https://doi.org/10.1016/j.jfs.2021.100891.

Apedo-Amah, Marie Christine, Besart Avdiu, Xavier Cirera, 
Marcio Cruz, Elwyn Davies, Arti Grover, Leonardo Iaco-
vone, et al. 2020. “Unmasking the Impact of COVID-19 
on Businesses: Firm Level Evidence from across the 
World.” Policy Research Working Paper 9434, World 
Bank, Washington, DC.

Arslan, Yavuz, Mathias Drehmann, and Boris Hofmann. 
2020. “Central Bank Bond Purchases in Emerging 

Market Economies.” BIS Bulletin 20 (June 2). https://www 
.bis.org/publ/bisbull20.htm.

Arthi, Vellore, and John Parman. 2021. “Disease, Down-
turns, and Wellbeing: Economic History and the Long-
Run Impacts of COVID-19.” Explorations in Economic 
History 79 (January): 101381.

Azevedo, João Pedro, Amer Hasan, Diana Goldemberg, 
Syedah Aroob Iqbal, and Koen Geven. 2020. “Simulat-
ing the Potential Impacts of COVID-19 School Closures 
on Schooling and Learning Outcomes: A Set of Global 
Estimates.” Policy Research Working Paper 9284, World 
Bank, Washington, DC.

Badarinza, Cristian, Vimal Balasubramaniam, Louiza  
Bartzoka, and Tarun Ramadorai. 2021. “How Has the 
Pandemic Affected Household Finances in Developing 
Eco nomies?” Economics Observatory: Families and 
Households (blog), June 29, 2021. https://www.econom 
icsobservatory.com/how-has-the-pandemic-affected 
-household-finances-in-developing-economies.

Badarinza, Cristian, Vimal Balasubramaniam, and Tarun 
Ramadorai. 2019. “The Household Finance Landscape 
in Emerging Economies.” Annual Review of Financial 
Economics 11 (December): 109–29.

Baker, Scott R., Nicholas Bloom, Steven J. Davis, and  
Stephen J. Terry. 2020. "COVID-Induced Economic 
Uncertainty." NBER Working Paper 26983, National 
Bureau of Economic Research, Cambridge, MA. https://
www.nber.org/papers/w26983.

Baldwin, Richard, and Beatrice Weder di Mauro, eds. 2020. 
Mitigating the COVID Economic Crisis: Act Fast and Do 
Whatever It Takes. London: CEPR Press. 

Bordo, Michael D., and Christopher M. Meissner. 2016. “Fis-
cal and Financial Crises.” NBER Working Paper 22059, 
National Bureau of Economic Research, Cambridge, MA.

Bottelier, Pieter. 2010. “Beijing’s New Challenge: China’s 
Post-Crisis Housing Bubble.” Policy Outlook, July 1,  
Carnegie Endowment for International Peace, Washing-
ton, DC. 

Bruno, Valentina, and Hyun Song Shin. 2017. “Global Dollar 
Credit and Carry Trades: A Firm-Level Analysis.” Review 
of Financial Studies 30 (3): 703–49.

Bundervoet, Tom, María Eugenia Dávalos, and Natalia 
Garcia. 2021. “The Short-Term Impacts of COVID-19 
on Households in Developing Countries: An Overview 
Based on a Harmonized Data Set of High-Frequency 
Surveys.” Policy Research Working Paper 9582, World 
Bank, Washington, DC.

40. Goldstein et al. (2020).
41. Altig et al. (2020); Baker et al. (2020).
42. Acharya et al. (2015); Alfaro et al. (2019).
43. Feyen, Dancausa, et al. (2020).
44. Bottelier (2010); Rogoff and Yang (2021). 
45. Especially low rates in the United States, as described 

by Bruno and Shin (2017).
46. World Bank (2020b).
47. Anginer et al. (2021).
48. FSB (2020).

49. India, for example, has introduced a new regulatory 
framework for nonbank lenders that will come into 
 effect in October 2022. See RBI (2021). 

50. For example, see Gopinath (2020) and other essays in 
Baldwin and Weder di Mauro (2020).

51. Aizenman et al. (2021).
52. IMF (2021b), based on Fratto et al. (2021).
53. Aguilar and Cantú (2020); Arslan, Drehmann, and 

Hofmann (2020); Cantú et al. (2021). 

https://www.brookings.edu/wp-content/uploads/2016/07/CIEPR2015toWeb.pdf
https://www.brookings.edu/wp-content/uploads/2016/07/CIEPR2015toWeb.pdf
https://www.brookings.edu/wp-content/uploads/2016/07/CIEPR2015toWeb.pdf
https://www.bis.org/publ/bisbull20.htm
https://www.bis.org/publ/bisbull20.htm
https://www.economicsobservatory.com/how-has-the-pandemic-affected-household-finances-in-developing-economies
https://www.economicsobservatory.com/how-has-the-pandemic-affected-household-finances-in-developing-economies
https://www.economicsobservatory.com/how-has-the-pandemic-affected-household-finances-in-developing-economies


INTRODUCTION  |  47

Cantú, Carlos, Paolo Cavallino, Fiorella De Fiore, and James 
Yetman. 2021. “A Global Database on Central Banks’ 
Monetary Responses to COVID-19.” BIS Working Paper 
934, Monetary and Economic Department, Bank for 
International Settlements, Basel, Switzerland.

Chetty, Raj, John N. Friedman, Nathaniel Hendren, Michael 
Stepner, and the Opportunity Insights Team. 2020. 
“How Did COVID-19 and Stabilization Policies Affect 
Spending and Employment? A New Real-Time Eco-
nomic Tracker Based on Private Sector Data.” NBER 
Working Paper 27431, National Bureau of Economic 
Research, Cambridge, MA.

Crossley, Thomas F., Paul Fisher, and Hamish Low. 2021. 
“The Heterogeneous and Regressive Consequences 
of COVID-19: Evidence from High Quality Panel Data.” 
Journal of Public Economics 193 (January): 104334. 

Deaton, Angus S. 2021. “COVID-19 and Global Income 
Inequality.” NBER Working Paper 28392, National 
Bureau of Economic Research, Cambridge, MA.

de Paz, Carmen, Isis Gaddis, and Miriam Müller. 2021. 
“Gender and COVID-19: What Have We Learnt, One Year 
Later?” Policy Research Working Paper 9709, World 
Bank, Washington, DC. 

Federal Reserve Bank of New York. 2021. “Open Market 
Operations during 2020.” May, Federal Reserve Bank 
of New York, New York. https://www.newyorkfed.org 
/markets/annual_reports. 

Feyen, Erik H. B., Tatiana Alonso Gispert, Tatsiana Kliats-
kova, and Davide S. Mare. 2020. “Taking Stock of the 
Financial Sector Policy Response to COVID-19 around 
the World.” Policy Research Working Paper 9497, World 
Bank, Washington, DC. 

Feyen, Erik H. B., Fernando Dancausa, Bryan Gurhy, and 
Owen Nie. 2020. “COVID-19 and EMDE Corporate 
Balance Sheet Vulnerabilities: A Simple Stress-Test 
Approach.” Policy Research Working Paper 9324, World 
Bank, Washington, DC.

Fratto, Chiara, Brendan Harnoys Vannier, Borislava Mircheva, 
David de Padua, and Hélène Poirson. 2021. “Uncon-
ventional Monetary Policies in Emerging Markets and 
Frontier Countries.” IMF Working Paper WP/21/14, Inter-
national Monetary Fund, Washington, DC.

FSB (Financial Stability Board). 2020. “Global Monitoring 
Report on Non-Bank Financial Intermediation 2020.” 
December 16, FSB, Basel, Switzerland. https://www.fsb 
.org/2020/12/global-monitoring-report-on-non-bank 
-financial-intermediation-2020/.

Goldstein, Markus P., Paula Lorena Gonzalez Martinez, 
Sreelakshmi Papineni, and Joshua Wimpey. 2020. “The 
Global State of Small Business during COVID-19: Gender 
Inequalities.” Let’s Talk Development (blog), September 
8, 2020. https://blogs.worldbank.org/developmenttalk 
/global-state-small-business-during-covid-19-gender 
-inequalities. 

Gomes, Francisco, Michael Haliassos, and Tarun Ramado-
rai. 2021. “Household Finance.” Journal of Economic 
Literature 59 (3): 919–1000. 

Gopinath, Gita. 2020. ”Limiting the Economic Fallout of the 
Coronavirus with Large Targeted Policies.” In Mitigating 
the COVID Economic Crisis: Act Fast and Do Whatever 

It Takes, edited by Richard Baldwin and Beatrice Weder  
di Mauro, 41–47. London: CEPR Press.

IMF (International Monetary Fund). 2019. World Economic 
Outlook: Global Manufacturing Downturn, Rising Trade 
Barriers. Washington, DC: IMF.

IMF (International Monetary Fund). 2020. World Economic 
Outlook: A Long and Difficult Ascent. Washington, DC: 
IMF. 

IMF (International Monetary Fund). 2021a. “Fiscal Monitor 
Update.” January, IMF Washington, DC. 

IMF (International Monetary Fund). 2021b. World Economic 
Outlook: Recovery during a Pandemic; Health Concerns, 
Supply Disruptions, and Price Pressures. Washington, 
DC: IMF.

Janssens, Wendy, Menno Pradhan, Richard de Groot, Estelle 
Sidze, Hermann Pythagore Pierre Donfouet, and Aman-
uel Abajobir. 2021. “The Short-Term Economic Effects 
of COVID-19 on Low-Income Households in Rural 
Kenya: An Analysis Using Weekly Financial Household 
Data.” World Development 138 (February): 105280.

Khamis, Melanie, Daniel Prinz, David Locke Newhouse, 
Amparo Palacios-López, Utz Pape, and Michael Weber. 
2021. “The Early Labor Market Impacts of COVID-19 in 
Developing Countries: Evidence from High-Frequency 
Phone Surveys.” Policy Research Working Paper 9510, 
World Bank, Washington, DC. 

Kugler, Maurice, Mariana Viollaz, Daniel Vasconcellos 
Archer Duque, Isis Gaddis, David Locke Newhouse, 
Amparo Palacios-López, and Michael Weber. 2021. 
“How Did the COVID-19 Crisis Affect Different Types 
of Workers in the Developing World?” Policy Research 
Working Paper 9703, World Bank, Washington, DC. 

Lacey, Eric, Joseph Massad, and Robert Utz. 2021. “A 
Review of Fiscal Policy Responses to COVID-19.” Macro-
economics, Trade, and Investment Insight 7, Equitable 
Growth, Finance, and Institutions Insight Series, World 
Bank, Washington, DC. 

Lakner, Christoph, Daniel Gerszon Mahler, Mario Negre, 
and Espen Beer Prydz. 2020. “How Much Does Reduc-
ing Inequality Matter for Global Poverty?” Global Pov-
erty Monitoring Technical Note 13 (June), World Bank, 
Washington, DC.

Mahler, Daniel Gerszon, Nishant Yonzan, Christoph Lak-
ner, Raul Andrés Castañeda Aguilar, and Haoyu Wu. 
2021. “Updated Estimates of the Impact of COVID-19 
on Global Poverty: Turning the Corner on the Pan-
demic in 2021?” World Bank Blogs: Data Blogs, June 24, 
2021. https://blogs.worldbank.org/opendata/updated 
-estimates-impact-covid-19-global-poverty-turning 
-corner-pandemic-2021.

RBI (Reserve Bank of India). 2017. Indian Household 
Finance. Report of the Household Finance Commit-
tee. Mumbai: RBI. https://rbidocs.rbi.org.in/rdocs 
/PublicationRepor t/Pdfs/HFCR A28D0415E2144 
A009112DD314ECF5C07.PDF.

RBI (Reserve Bank of India). 2021. “Revised Regulatory 
Framework for NBFCs—A Scale Based Approach.” Dis-
cussion paper, RBI, Mumbai. 

Reinhart, Carmen M. 2020. “Debt and Financial Crises: 
Implications for the Post-COVID Landscape.” Mundell- 

https://www.newyorkfed.org/markets/annual_reports
https://www.newyorkfed.org/markets/annual_reports
https://www.fsb.org/2020/12/global-monitoring-report-on-non-bank-financial-intermediation-2020/
https://www.fsb.org/2020/12/global-monitoring-report-on-non-bank-financial-intermediation-2020/
https://www.fsb.org/2020/12/global-monitoring-report-on-non-bank-financial-intermediation-2020/


48  |  WORLD DEVELOPMENT REPORT 2022

Fleming Lecture, International Monetary Fund virtual 
21st Jacques Polak Annual Research Conference, “Liv-
ing in the Extreme: Economics of Pandemics, Climate 
Change, and Tail Risks,” November 5–6, 2020. https://
www.imf.org/en/News/Seminars/Conferences/2020 
/11/05/2020AnnualResearchConference.

Reinhart, Carmen M. 2021. “From Health Crisis to Financial 
Distress.” Policy Research Working Paper 9616, World 
Bank, Washington, DC.

Reinhart, Carmen M., and Kenneth S. Rogoff. 2009. “The 
Aftermath of Financial Crises.” American Economic 
Review 99 (2): 466–72.

Rogoff, Kenneth S., and Yuanchen Yang. 2021. “Has China’s 
Housing Production Peaked?” China and World Econ-
omy 29 (1): 1–31.

Torres, Jesica, Franklin Maduko, Isis Gaddis, Leonardo 
Iacovone, and Kathleen Beegle. 2021. “The Impact of 
the COVID-19 Pandemic on Women-Led Businesses.” 
Policy Research Working Paper 9817, World Bank, 
Washington, DC.

World Bank. 2011. Global Economic Prospects: Navigating 
Strong Currents. Vol. 2. Washington, DC: World Bank.

World Bank. 2020a. Global Economic Prospects, January 
2020: Slow Growth, Policy Challenges. Washington, DC: 
World Bank.

World Bank. 2020b. Global Financial Development Report 
2019/2020: Bank Regulation and Supervision a Decade 
after the Global Financial Crisis. Washington, DC: World 
Bank. https://www.worldbank.org/en/publication/gfdr 
/report.

World Bank. 2020c. Poverty and Shared Prosperity 2020: 
Reversals of Fortune. Washington, DC: World Bank.

World Bank. 2021a. Global Economic Prospects, June 2021. 
Washington, DC: World Bank.

World Bank. 2021b. “Resilience: COVID-19 Crisis through a 
Migration Lens.” Migration and Development Brief 34, 
Global Knowledge Partnership on Migration and Devel-
opment, World Bank, Washington, DC.

Yonzan, Nishant, Christoph Lakner, and Daniel Gerszon 
Mahler. 2021. “Is COVID-19 Increasing Global Inequal-
ity?” World Bank Blogs: Data Blogs, October 7, 2021. 
ht tps://blogs.worldbank.org/opendata/covid -19 
-increasing-global-inequality.

Yonzan, Nishant, Christoph Lakner, Daniel Gerszon Mahler, 
Raul Andrés Castañeda Aguilar, and Haoyu Wu. 2020. 
“The Impact of COVID-19 on Global Poverty under 
Worsening Growth and Inequality.” World Bank Blogs: 
Data Blogs, November 9, 2020. https://blogs.worldbank 
.org/opendata/impact-covid-19-global-poverty-under 
-worsening-growth-and-inequality.

https://www.worldbank.org/en/publication/gfdr/report
https://www.worldbank.org/en/publication/gfdr/report

	_GoBack
	Blank Page
	Blank Page



