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Executive Summary 
The COVID-19 Delta variant has disrupted the global recovery from the 2020 pandemic-
induced recession. The net effect is downgrades to growth and employment forecasts for 
2021 but potential for upward revisions in 2022. The variant also signals a more delayed end 
to upward inflationary pressures, dividing central banks between those that can afford to wait 
before removing monetary policy accommodation and those that cannot. 

Insights for What’s Ahead 
• The resurgence of COVID-19 infections associated with the Delta variant suggests 

that the global pandemic may stretch into 2022. For firms, this means a delay in the 
return to business as usual. Pandemic-sensitive firms may need to continue to 
engage in cost-cutting measures, implementing digital/online options, and finding 
alternative uses for their services and physical infrastructure. Non-pandemic-
sensitive firms should continue to experience a tailwind into 2022.  

o Upsides: The horrors of the delta variant notwithstanding, the economic 
backdrop should be supportive for firms that have thrived throughout the 
pandemic, including manufacturers of low-tech consumer durables and 
groceries, and producers of services that can be consumed at home (e.g., 
streaming, home gym subscriptions, and financial services).  

o Downsides: Meanwhile, for firms tied to in-person services (e.g., brick and 
mortar retail, restaurants, travel, hospitality), mobility restrictions, travel bans, 
and the fear factor will continue to constrain consumer demand.  

o Mixed: The outlook is mixed for producers of high-tech gadgets and auto 
manufacturers. Elevated consumer demand for these items should persist, 
but the global semiconductor shortage will continue to present a challenge to 
delivering new products, especially ahead of the holiday season.  

• The Delta variant suggests intense global inflationary pressures for longer, affecting 
all businesses. Squeezed profit margins may mean passing costs on to customers. 

o Executives in sectors sensitive to interest rates (e.g., financing, real estate) 
should expect higher interest rates, especially in emerging markets. 

o Higher costs from backlogs due to supply chain disruption and snarls in 
freight transportation may mean hunting for cheaper sources and 
substitution of inputs in the short run and diversifying globalized supply 
chains over the longer run. 

o Firms facing labor shortages, especially in the US and UK, may need to 
continue to raise wages to prevent quits and offer incentives to attract labor.   
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A Setback for the Global Economic Recovery 
Realization that the pandemic is not over has jolted the global economic recovery. A 
key short-term downside risk to the global economic outlook that we have highlighted —an 
unsavory evolution of the COVID-19 virus that hampers recovery—has been realized in the 
spread of the Delta variant (Figure 1). Presently, the most common form of the COVID-19 
virus globally is the Delta variant, which unlike prior incarnations of the disease, is more 
transmissible and more likely to infect younger—–often unvaccinated—–members of the 
population.  

The Delta variant has spared no geographic region. Virus infection rates have surged 
across the globe, with elevated numbers of cases among major mature economies as well as 
emerging markets. The most notable spikes include the number of delta variant cases 
sequenced in India, the US, and the UK. Hospitalizations are also elevated among these 
economies. Unfortunately, deaths attributed to the Delta variant are shockingly high in the 
US at 4.5 per million persons, despite 52 percent of the entire population being fully 
vaccinated (Figure 2). 

Figure 1. Coronavirus Infections Attributable to the Delta Variant 

Source: Oxford University and The Conference Board 

Figure 2. Fatalities Associated with the 
Delta Variant in the US Are High 

Figure 3. Delta Affecting Economies With 
Heavily Vaccinated Populations  

Source: Oxford University and The Conference Board Source: Oxford University and The Conference Board 
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Just as important as coronavirus infection case counts, hospitalizations, and 
fatalities, is the impact on economic activity. The variant’s effect on economies has 
varied dramatically across markets depending upon the degree of government-sanctioned 
mobility and travel restrictions, vaccination rates, business reopening delays, and self-
sequestration among consumers who might otherwise engage in in-person services 
activities. For many large economies, government stringency levels are below prepandemic 
highs but have nonetheless tightened since July as the Delta variant spreads (Figure 4). 

Asian markets that quickly recovered from prior infection waves are now experiencing 
setbacks due to the Delta variant. Economies with low vaccination rates and/or “zero-
covid” policies have experienced the greatest increase in either government-imposed 
restrictions on activity (undermining recovery in the services sectors) and/or disruptions in 
manufacturing production (reducing exports abroad). Notably, renewed factory closures 
among Asian economies that bounced back first from the pandemic amid the surge in the 
Delta variant will exacerbate existing bottlenecks in global goods supply chains, stoking 
global inflationary pressures for both businesses and consumers. Markets most negatively 
affected by these dynamics include emerging markets in Asia (China, India, and ASEAN 
economies), as well as several mature economies (Australia, New Zealand).  

Figure 4. Governments Are Tightening Restrictions on Mobility Amid Delta 

Source: Oxford University and The Conference Board 

Even economies with high vaccination rates have suffered—–both economically and 
in worsening public health—–from the Delta variant outbreak. The US and larger 
economies in Europe fall into this category. While there have been few, if any, lockdowns 
and only modest increases in government restrictions on activities in these markets, 
consumer confidence has swooned as the pandemic lingers. Consumption of in-person 
services and hiring amongst services producing industries has ratcheted down. Firms that 
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hoped to replenish inventories ahead of the end-of-year holiday season may be challenged 
to do so as Asian supply chains stay under pressure, and products remain stranded at sea or 
in shipping containers at crowded ports (Figure 5 and Figure 6). Consequently, upward 
inflationary pressures remain acute and may continue to vex these economies for longer 
than expected. 

Figure 5. Manufacturing Order Backlogs 
Are Mounting in the US and Europe 

Figure 6. Factories Shutdown Amid Delta 
Surge in Emerging Asia 

Source: Institute for Supply Management, European 
Commission, Confederation of British Industry, and 
The Conference Board 

Sources: IHS Markit and The Conference Board  

Some economies are experiencing limited disruptions to GDP recovery despite rising 
Delta variant cases as governments are wary of imposing new restrictions. For 
example, major emerging markets, including Mexico, Brazil, Russia, and Turkey, as well as 
Gulf states, are seeing less significant economic disturbances as governments remain 
reluctant to impose restrictions on activity. Some of these markets are lagging the global 
economic rebound and/or are heavily indebted (or have become more indebted amid the 
pandemic) (Figure 7), leaving policymakers unwilling to restrict economic activity or raise 
financial market expectations of sovereign debt default.  

Businesses in the United States and the United Kingdom are experiencing further 
intensification of labor shortages. In the US, demand for labor is high among firms that 
thrived throughout the pandemic, including those engaged in goods production, high-tech 
manufacturing, and transportation. But the laborers, especially for low-skill jobs, are few. 
Lack of labor supply reflects a combination of the COVID-19 fear factor, childcare and 
eldercare challenges, skills mismatches, generous unemployment benefits, and according to 
a recent Harvard Business Review article, applicant rejections by résumé-sorting AI tools. 
Meanwhile, workers are quitting in record numbers to pursue new opportunities and/or higher 
wages. In the UK, Brexit is already complicating the free movement of labor, and extended 
travel bans are exacerbating the situation. The Delta variant is dampening demand for in-
person services workers, hampering the labor market revival, especially in the US. 

In the US and the UK, challenged labor market dynamics amid the spread of the Delta 
variant signals further upward pressure on wages. Advertising higher wages, perks (e.g., 
health care), and monetary incentives (e.g., signing bonuses), will be necessary for longer to 
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attract qualified labor. Firms may also need to consider changing required skills to draw in 
less qualified workers with the intent to train them on the job and raising wages for existing 
workers to support retention of the best talent. These actions have costs, which will likely be 
manifested in higher consumer prices.  

The response of financial markets to the Delta variant setback has been generally 
muted. Many stock price indexes around the globe have either continued to power higher or 
remain flat amid the Delta variant surge that started in April. Stock and bond market volatility 
has continued to decline.  

Figure 7. Emerging Markets Piled On Considerable Amounts of Debt During the 
Pandemic, and Debt Shares of GDP are Expected to Continue to Rise  

Source: International Monetary Fund and The Conference Board 

Favorable financial conditions notwithstanding, central banks are challenged by rising 
inflationary pressures. Again, some of these pressures are likely to be transitory, as they 
are directly linked to supply chain disruptions caused by the pandemic (Figure 8) and/or 
wage pressures among service sector firms as they reopen (Figure 9). However, the longer 
COVID-19 variants disrupt restoration of more balanced demand for goods and services, and 
the supply of products, the more likely upward inflationary pressures will persist.  

Amid Delta, central banks in mature economies are in “wait-and-see” mode regarding 
interest rate hikes. Select central banks, including the Fed in the US, the European Central 
Bank (ECB), and the Bank of England (BOE), have signaled continued patience with 
elevated commodity, producer, and consumer prices. Indeed, both the Fed and the ECB 
have signaled tapering of large-scale asset purchases (LSAPs) soon, but no increases in 
interest rates. For the most part, they believe that upward pricing pressures are temporary 
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and should fade over the medium term (i.e., over a two-year forecast horizon). Moreover, 
they fear curtailing fragile economic recoveries.  

However, emerging market central bankers are finding little choice but to act on 
upward inflation pressures. Several emerging market central banks have been more 
proactive in their approach and began reducing monetary policy accommodation with interest 
rate hikes. Large economies include Russia (since March 2021), Mexico (since July 2021), 
and Brazil (since March 2021). Importantly, by hiking, these banks seek to maintain their 
credibility regarding controlling inflation and reducing currency volatility. Turkey began hiking 
interest rates in September 2020, although presently, the monetary authority is under political 
pressure to cut rates once again despite well above-target inflation.  

Figure 8. Producer Prices Are Rising 
Amid Supply Chain Disruptions 

Figure 9. Businesses Are Passing 
Higher Costs on to Consumers 

Sources: Bureau of Labor Statistics, China National 

Bureau of Statistics/Haver Analytics, Statistical Office 

of the European Communities/Haver Analytics, and 

The Conference Board 

Source: Haver Analytics and The Conference Board 

Recalibrating Expectations 
Delta is prompting economists to downgrade expectations for economic recovery—
globally and in regions—and forecast more protracted recoveries in labor markets. We 
believe global GDP growth might be one-tenth of a percentage point lower in 2021, reaching 
5.1 percent year-on-year instead of the 5.2 percent previously forecast. Additionally, global 
inflation expectations might rise, meaning tighter monetary policy, especially among 
emerging markets. However, there may be scope for slight upgrades to 2022 GDP estimates 
for several economies as the recovery from the pandemic downturn is deferred from 2021 to 
2022.  

We highlight implications for select regions: 
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China 
Real GDP growth in China for 2021 may be somewhat less robust than anticipated.  

For China, we anticipate that weakened economic activity in Q3 due to the Delta variant 
(Figure 10), extreme weather, and government-mandated production controls will sap 
domestic demand among both businesses and consumers. This may only be offset in part by 
continued strength among exports as China retains global shipping market share as other 
Asian manufacturing hubs retreat. On balance, 2021 real GDP growth might be from ¼ to ½ 
percentage point lower than our current projection of 8.8 percent. 

Inflationary pressures on raw materials remain high, driven mainly by supply-side factors 
(Figure 11). Some cost transfers from raw materials to consumer products are inevitable, but 
the monetary authority is unlikely to respond with additional tightening. For 2022, there is 
some scope for firming in domestic demand if no additional variants arise to dampen activity. 
However, export growth, as a key driver of industrial production growth in 2021, might start 
diminishing soon. The July Politburo meeting raised expectations for some modest policy 
easing later this year and next, which should buoy 2022 official real GDP growth around 5.5 
percent, a notable slowdown compared to the above-8 percent growth estimated for this 
year.  

Figure 10. Delta Variant Sapping 
Nonmanufacturing Business Activity 

Figure 11. Central Bank to Stay Easy 
Despite Potential Inflation Pressures 

Source: China Federation of Logistics & Purchasing 
and The Conference Board 

Source: China National Bureau of Statistics and The 
Conference Board 

India 

The Delta variant limited the extent of an otherwise robust recovery. 

The Delta variant took a significant bite out of economic activity in the second quarter of this 
year, with the lion’s share of lost output concentrated in the services sector. While the central 
government did not impose country-wide restrictions on mobility, and regional lockdowns 
were few, the millions of COVID-19 cases resulted in absences from work as laborers took ill 
and/or family members stayed home to care for those affected by the virus. In-person 
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services consumption contracted as people self-sequestered, and production of in-person 
services, especially exportable services, tumbled. The negative effect on GDP growth was 
more dramatic than economists anticipated, resulting in further downgrades for 2021 real 
GDP growth in India. However, despite delays in the global recovery, The Conference Board 
has upgraded 2022 GDP growth in India to 8.8 percent due to the dynamism of its economy 
and relatively youthful population. 

Gulf 
The Delta variant casts a shadow over GDP derived from oil production.  

OPEC+ members recently agreed to increase crude output, resulting in modest lowering of 
oil price forecasts. Oil prices are expected to remain in the US$65–US$ 80bbl range for the 
remainder of 2021. These changes are not expected to result in any downgrades to 2021 
GDP growth among Gulf states, especially as non-oil output has been supportive across the 
region.  

However, the Delta variant poses the risk of another round of flagging global demand for 
crude oil: international travel bans, cancelation of vacations, and delays in office reopening 
plans may cause a drop in energy consumption demand, denting oil revenues. Moreover, the 
Delta variant might result in the persistence of international travel bans for tourists and/or 
unwillingness of migrant workers to flock to the Gulf, curtailing the region’s recovery. 

Europe 
Inflation, not GDP growth, may be the major challenge for Europe amid Delta’s rise.  

European GDP growth in 2021 may not be affected materially by the Delta variant, given 
limited appetite among governments to raise mobility restrictions. Growth is also supported 
by elevated vaccination rates throughout the Euro Area and UK, despite rough initial starts to 
their campaigns. Moreover, mobility metrics, with the exception of workplace attendance, 
continue to improve, suggesting limited negative effects on economic activity from the Delta 
variant (Figure 12). Indeed, the European recovery is in tow and quite robust. Supply 
constraints are the only factor that might pose a threat to Euro Area GDP growth. Shortages 
of materials and trade bottlenecks are negatively affecting the Euro Area manufacturing 
sector. Meanwhile, in the UK, limited availability of workers is slowing down activity in the 
services sector. 

Meanwhile, inflationary pressures, which remained relatively at bay throughout the 
pandemic, are now on the rise as higher producer prices begin to inflate consumer prices 
(Figure 13). Some of the price hikes businesses are passing on to consumers are 
associated with global supply chain disruptions. In addition, Brexit has reduced goods 
imports in the UK, which is creating shortages. In reaction to the uptick in consumer inflation 
pressures, the European Central Bank announced on September 9 its intent to moderately 
downsize its pandemic bond-buying program. The BOE is in a more difficult position: while 
the economy is far from fully recovered from the pandemic shock, the shortage of workers 
may persist, posing a potentially stronger threat to inflation dynamics via wage growth. 
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Figure 12. The European Economy is on a 
Path to Recovery, Despite Delta 

Figure 13: Upward Inflationary 
Pressures Are Building, Vexing ECB   

Sources: Statistical Office of the European Communities 
and The Conference Board 

Sources: Statistical Office of the European 
Communities and The Conference Board 

United States 
The Delta variant is proving to be a notable setback to the US expansion.  

Forecasters with high expectations for 2021 US GDP growth earlier this year (i.e., 7-8 
percent, year-on-year) are dialling back their projections, reflecting a major miss on 2Q GDP 
growth because of the Delta variant. The Conference Board is also slightly reducing its 
relatively conservative 2021 GDP projection as a reflection of the Delta variant disruption 
from 6.0 percent to 5.9 percent. 

The Delta variant has dampened US economic activity, despite federal vaccination campaign 
efforts, resulting in downgrades in 2021 GDP growth and labor market projections. Mobility 
restrictions have tightened in select areas of the country. Even in regions that did not tighten 
restrictions, spikes in the number of cases and hospitalizations interrupted economic 
recovery.  

The Delta variant is a new hurdle to the return to in-person services consumption and bodes 
poorly for consumer spending and continuation of the labor market revival. At the aggregate 
level, consumer confidence—–especially related to business conditions—–declined over the 
July-August period (Figure 14), and buying intentions for cars and appliances fell, according 
to The Conference Board US Consumer Confidence Survey®. 

The Delta variant is also delaying the US labor market recovery. August nonfarm payroll 
hiring in the beleaguered leisure and hospitality sector collapsed to zero following six months 
of outsized gains. Moreover, Delta may also postpone the anticipated easing of labor 
shortages and wage hikes if potential hires are unwilling to work amid the Delta surge. 
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The anticipated inventory rebound in the second half of 2021 after major destocking in H1 
2021 is threatened by renewed supply-chain disruptions in Asian manufacturing hubs amid 
the Delta surge, as well as the ongoing shipping crisis associated with a lack of containers 
and truckers to move goods around the world and across the country. Meanwhile, our above-
consensus inflation projections for headline and core PCE deflators are consistent with the 
persistence of elevated inflationary pressures for the balance of 2021. This is because both 
demand and supply factors fuelling price hikes associated with the Delta variant may linger.  

Fed Chair Powell signalled that the US recovery and expansion to date bode well for the start 
of QE tapering before the end of 2021. However, several factors suggest that interest rate 
hikes may be subject to a “substantially more stringent test.” Those factors include the 
uncertainty created by the Delta variant, the Federal Open Market Committee’s belief that 
many factors driving US inflation higher are temporary in nature (Figure 15), and fear of 
derailing the bounce-back of the US labor market. In other words, tapering of LSAPs should 
not be synonymous with an automatic countdown to the beginning of interest rate hikes. In 
the latest Bloomberg poll (mid-August), economic forecasters anticipated the first 25 basis 
point interest rate hike in 2Q 2023. However, these expectations might shift out 
commensurate with GDP growth downgrades, despite elevated inflation projections. 

Figure 14. Consumer Confidence 
Retreated Due to Delta Variant 

Figure 15: Are Upward US Inflationary 
Pressures Transitory or Persistent?  

Note: Shaded regions denote US recessions.      
Source: The Conference Board 

Sources: Bureau of Economic Analysis, Bureau of 
Labor Statistics and The Conference Board 

Latin America 
The 2021 growth outlook has improved for Latin America, but the Delta variant still 
looms large over the outlook due to intensifying inflationary pressures.  

GDP growth for Latin America might be nearly one-half percentage point higher (from 5.8 
percent to 6.2 percent) in 2021 per our latest forecast relative to earlier projections. Better-
than-expected output in Brazil and Mexico, two of the largest economies in the region have 
prompted the upgrade in the regional forecast. Faster growth has been a function of a pickup 
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in the pace of vaccinations and government reluctance to impose new restrictions on 
mobility, despite the rise in coronavirus cases.  

However, inflation continues to surge, particularly for producer prices, and consumer price 
inflation readings are exceeding central bank targets in some cases (e.g., Mexico). The Delta 
variant portends a more protracted period of above-target inflation, and consequently, central 
bank interest rate hikes may curtail nascent recoveries.  

Concluding Thoughts—It’s Not Over ‘Till It’s Over 
The resurgence of COVID-19 infections associated with the Delta variant suggests that the 
global pandemic may stretch into 2022, cancelling expectations that the epidemic would be 
largely over by the fall of 2021.  

Although vaccination campaigns are more advanced in many large economies (e.g., US, 
Euro Area, UK, China) and smaller Asian emerging markets that contained the virus 
effectively early in the pandemic, the high transmission rate of Delta is causing governments 
to resume limitations on mobility, consumers to self-sequester, and many firms to delay 
returns to offices until 2022. 

Due to the Delta variant setback, the global economy will likely expand at a slightly slower 
pace in 2021, with a downward revision from 5.2 percent to 5.1 percent. However, some of 
the revival in economic activity, particularly the return to in-person services consumption, will 
be pushed into 2022, raising the growth estimate for select economies next year. 

• Forecasters, including The Conference Board, have downgraded the GDP growth 
outlook for several economies, including the US, Germany, other mature economies 
(e.g., Australia, New Zealand), India, other developing Asian economies (e.g., 
ASEAN markets), and Sub-Saharan Africa. 

• For China, risks are titled to the downside in the near term, given serious disruptions 
to supply chains. This suggests lower overall growth in 2021 than forecast just a few 
months ago. 

• Prospects have improved in Latin America, with better-than-expected growth as 
vaccine campaigns strengthen. However, as in other economies, infections from the 
Delta variant run the risk of spurring higher inflation and central bank interest rate 
hikes. 

The Delta variant likely means intense global inflationary pressures will linger for longer as 
order backlogs build amid factory shutdowns, and transportation efforts remain stymied by 
shortages of labor (e.g., trucking) and shipping containers. Moreover, delay in the transition 
away from primary goods consumption to a more balanced diet that includes services will 
also keep prices higher for longer, strengthening the potential of faster removal of easy 
monetary policy, especially among emerging markets.  
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The Conference Board Global Economic Outlook, 2011–2030  
Real GDP Growth Rates (Average Annual Percent Change) 

  
2011-
2019 2020 2021 2022 2023 

2024-
2030 

United States 2.3 -3.4 5.9 3.8 3.0 1.8 
Europe 1.6 -6.6 4.9 3.7 1.7 1.2 
Euro Area 1.2 -6.9 4.6 3.3 1.4 1.0 

United Kingdom 1.9 -9.8 6.4 4.1 1.4 1.4 

Japan 1.0 -4.7 2.5 2.9 1.4 0.9 
Other Mature Economies 2.7 -2.2 5.3 3.9 2.7 2.6 
All Mature Economies 1.9 -4.7 5.1 3.7 2.3 1.6 
              
China 4.4 1.4 5.2 3.3 3.2 3.2 
India 6.8 -7.1 7.5 8.8 5.5 5.5 
Other Developing Asian Economies 5.0 -3.1 3.2 4.6 4.6 4.6 
Latin America 1.1 -7.5 6.1 2.2 1.7 1.7 
Brazil 0.7 -4.4 5.2 1.7 1.5 1.3 

Mexico 2.4 -8.5 6.1 3.0 1.7 1.7 

Middle East & North Africa 2.8 -2.7 3.0 3.7 2.5 2.6 
Gulf region 3.3 -4.8 2.4 4.3 2.3 2.0 

Sub-Saharan Africa 3.6 -1.5 3.8 4.1 3.8 3.7 
Russia, Central Asia and SE Europe 2.8 -1.5 5.4 2.0 2.4 2.4 
Russia 1.7 -2.9 4.5 2.1 1.8 1.7 

Turkey 5.5 1.6 8.1 1.6 3.2 3.3 
Emerging markets and developing 
economies 3.9 -2.5 5.1 4.0 3.4 3.5 
              
World 2.9 -3.5 5.1 3.9 2.9 2.6 
              
Addenda             
United States (Adjusted) 2.4 -3.2 6.1 4.0 3.2 2.1 
China (Official) 7.4 2.3 8.8 5.5 5.2 NA 
India (Fiscal Year) 6.5 -7.3 7.9 9.4 5.4 NA 

 

Notes: Data for China are based on alternative GDP measures. See Harry Wu, China’s Growth and 
Productivity Performance Debate Revisited—Accounting for China’s Sources of Growth with a New 
Data Set, The Conference Board, 2014. The data were updated and revised in June 2020 and the 
historical data series are available through The Conference Board Total Economy Database. United 
States refers to our alternative GDP series for the US which are revised upward as they are based on 
alternative price deflators for ICT investment goods and services. For more details on methodology and 
a list of coutnries included in each regional aggregate, please refer to the Global Economic Outlook 
website. 

Source: The Conference Board Global Economic Outlook 2021 (September 2021) 

https://www.conference-board.org/pdf_free/workingpapers/EPWP1401.pdf
https://www.conference-board.org/pdf_free/workingpapers/EPWP1401.pdf
https://www.conference-board.org/pdf_free/workingpapers/EPWP1401.pdf
https://www.conference-board.org/topics/global-economic-outlook/
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