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Introduction
In early 2020, it became increasingly clear that a new coronavirus that first showed up in China was going to
become a health challenge on a global scale. On 11 March, the World Health Organization declared the disease
that it caused and which was dubbed COVID-19 a pandemic. In addition to recommending soft preventive
measures (hand washing, wearing face masks, social distancing, etc.), most countries have also implemented
very restrictive lockdown policies with a view to limiting the spread of the virus and to keeping the pressure on
the health care system under control. This pandemic and the coronavirus containment measures that were taken
have led to the largest decline in economic output in the post-war period.
Chart  1
Multiple lockdown measures have been taken to tackle the COVID-19 epidemic in Belgium
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* The authors are grateful to Luc Aucremanne, Philippe Delhez, Geert Langenus and the members of the NBB Council of Regency for their
constructive comments.
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Belgium was no exception : restrictions were first imposed in mid-March 2020. Bars and restaurants were
forced to close first, followed some days later by most non-food shops. There were also severe restrictions on
the freedom of movement for people, with journeys essentially only allowed for the purpose of buying food,
for going to work, and for medical reasons. Many businesses temporarily scaled down their activities or even
suspended them whereas working from home became mandatory where technically possible. In the early
stages of the first lockdown, this led to severe disruptions in the economy, including in the manufacturing and
construction industries. Even though these industries were not directly targeted by the measures, their activity
was disrupted by lack of staff or delivery issues.
The health situation improved after that and the lockdown measures were gradually relaxed at the beginning of
May, even though some measures remained in force for certain industries. However, the coronavirus epidemic
spread again during the autumn and winter 2020-2021, triggering a new wave of restrictions.
In the spring of 2021, the rapid progress made with the vaccination campaign allowed a stepwise easing of the
lockdown. However, infections started to rise again over the summer, even though hospital admissions remained
far below previous peaks. In other parts of the world, new lockdowns were implemented despite the progress
with vaccination against COVID-19. Hence, a deterioration of the health situation, in particular related to
insufficient vaccine acceptance and vaccine effectiveness against new virus variants, cannot be entirely ruled out.
At the same time, policies increasingly focus on restricting access to certain activities for unvaccinated people.
This article takes stock of the economic ramifications of the pandemic for Belgium. It is split into two main
sections. We first recall the key features of the economic crisis created by the COVID-19 pandemic and then
argue that this exogenous shock has been idiosyncratic and asymmetric in many ways. In this connection, we
compare the current crisis to the 2008-2009 global financial crisis. Beyond the quantitative impact on GDP,
income and employment, the second section explores a number of qualitative changes to the economy that are
likely to have a persistent impact, such as wider use of teleworking, greater digitalisation of retail trade, etc.

1. A crisis like no other before : key features

1.1 A brutal exogenous shock on activity followed by a quick recovery
The COVID-19 pandemic and the ensuing lockdown measures have hit the Belgian economy hard. Contrary to
many other recent recessions, the crisis was not brought about by an endogenous imbalance in the economy
but was caused by an exogenous shock.
As a result of the Belgian economy’s deep integration into international trade, disruptions in supply chains,
initially caused by plant closures in China, had already hit the activity of various manufacturing firms before the
virus even appeared in Belgium. But the impact was quite limited in comparison with the direct effects of the
early containment measures. Even though the first lockdown began about fifteen days before the end of the first
quarter of 2020, GDP had already dropped by 3.3 % from the previous quarter, as large parts of the economy
effectively stopped operating. The negative effects of the crisis were more marked in the second quarter
of 2020 : quarterly GDP plummeted by a further 11.9 %. Thanks to the return to normal of the health situation
and the relaxing of most lockdown measures, GDP bounced back strongly in the third quarter, increasing by
11.8 %. The second wave of the pandemic and the tightening of the lockdown measures somewhat delayed the
recovery, but it did not lead to a genuine decline in activity in the fourth quarter as GDP remained virtually stable,
recording a 0.1 % decrease. This is believed to be partly due to learning effects as economic agents gradually
adapted to the situation and learned to live with these exceptional circumstances, namely thanks to the health
protocols implemented in cooperation with social partners. Both the rapid progress in the vaccination campaign
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Chart  2
The downturn due to the COVID-19 pandemic was brutal, but the recovery thereafter was rapid
(GDP in volume, indices, pre-crisis peak = 100)
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Sources : NAI, NBB.
Note : Expectations before the GFC and the COVID-19 crisis respectively correspond to the NBB’s June 2008 and December 2019 economic
projections, whereas the most recent ones were published in June 2021.

made in 2021 which has enabled a further relaxation of the restrictions and the aforementioned learning effect
have had a beneficial effect on economic activity, with GDP rising by 1.1 % and 1.7 % respectively in the first
and second quarters. However, the recovery had not been sufficient to offset the previous falls in GDP, leaving
GDP level at the end of 2021 Q2 still some 2.2 % below its level prevailing before the start of the pandemic.
All in all, real GDP dropped by 6.3 % in annual terms in 2020 and recovered slightly in the first half of 2021.
The decline in economic activity due to the COVID-19 pandemic is the largest annual GDP decrease ever recorded
in Belgium since the Second World War. This is significantly larger than the drop observed during the global
financial crisis (GFC) when GDP declined by a ‘mere’ 2 % in 2009 after having risen by 0.4 % in 2008. The crises
strongly differ from each other because, unlike the COVID-19 crisis, the GFC mainly originated from financial
imbalances and the bursting of the US real estate bubble. In Belgium, this notably led to a slump in external
demand and a widespread deterioration in economic sentiment. This difference may explain some discrepancies
in those two recessions, and both the duration and the size of the shock are prime examples of this.
While the downturn in 2020 was brutal, the subsequent recovery was rapid and impressive as well. This is largely
due to the decisive and large-scale public support measures that protected many households’ incomes and kept
companies afloat but also to the very nature of the shock. The pandemic brought the economy, or at least
a large part of it, to a virtual standstill and the reduced mobility of economic agents has weighed heavily on
economic activity (see box 1) but as soon as conditions improved, economic activity resumed quickly. By contrast,
the negative impact of the financial imbalances that caused the GFC continued to weigh on economic growth
for a longer period of time. The NBB’s June 2021 economic projections suggest that economic activity will be
back to its pre-pandemic level by the end of 2021. This is about as fast as during the GFC, even though the
downturn was much larger. However, some persistent but limited scarring remains, as real GDP is not likely to
have caught up to its pre-crisis path by the end of 2022 (see also chapter 2).
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BOX 1

Looking at the GDP decline through
the lens of mobility data
The COVID-19 crisis has also affected economic activity through the impact of lockdown on people’s
mobility. The restrictions are typically measured by using the Oxford Stringency Index (OSI) 1. It takes the
form of a daily composite index of several metrics depicting how stringent are the measures related to
workplace closures, stay-at-home requirements, restrictions on mobility, cancellation of public events, etc.
The indicator for Belgium declined dramatically from March 2020 onwards, reflecting the strict lockdown
measures introduced in the early stages of the pandemic. However, the relaxing of those policies during
the course of summer 2020 barely improved the indicator before it moved from almost stable to a further
deterioration up to April 2021. Despite the recent relaxation of the restrictions, some remain, and the
OSI is still in negative territory.

1 Hale et al. (2020).

Mobility has been significantly hindered since the start of the pandemic
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People’s mobility can be analysed using the Google mobility indicators, that are notably constructed using
data from navigation apps. They measure movements to distinct locations on a daily basis and compare
them to baseline values before the start of the COVID-19 pandemic. Indicators related to (i) retail and
recreation, (ii) transit stations and (iii) workplaces are the most pertinent for the purpose of this article.
Overall, these indicators depict similar trends since the start of the pandemic. All three plummeted in
March 2020 before stabilising and gradually recovering thereafter up to the summer in line with the
relaxation of the lockdown measures. They nevertheless declined again in the course of autumn 2020
and remained low during the winter. As in the previous year, the indicators have gradually improved from
April 2021 onwards, although from a generally higher initial level. It should be noted that, since the start
of the pandemic, all three indicators have remained lower than the pre-crisis baseline, except for the retail
and recreation indicator that has slightly exceeded the threshold from end-June onwards. This points to
a significant restriction of mobility as a whole.
Along the lines of Ghirelli et al. (2021), we track the sensitivity of economic activity to lockdown measures
through their impact on people’s mobility using econometric regressions and a two-stage approach.
The sample is obviously limited, and the lack of recent data makes it difficult to control for the multifaceted aspect of the COVID-19 crisis, so the findings should be considered as illustrative only. First,
the Google mobility index 1 is regressed upon the OSI, to identify how strongly the lockdown measures

1 For the sake of convenience and as the three aforementioned indicators point to similar trends, we make use of an average of
those three indicators in quarterly terms.
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have directly affected mobility. The regression results indicate the expected significant and negative
relationship. The unexplained part, i.e. the regression residuals, can be considered as the voluntary
change in mobility.
In a second step, we regress GDP upon the Google mobility index. To do so, GDP-level data from the
national accounts are transformed into a percentage deviation from the pre-crisis level. As expected, the
regression results indicate a positive relationship between activity and mobility. The estimated coefficient
is furthermore significant. The unexplained part here can be interpreted as all factors other than mobility
that influenced activity between 2020Q1 and 2021Q2.
Combining the results of both regressions enables us to break down GDP variations into changes in
mobility, either due to restrictions or on a voluntary basis, and other factors. It appears that the losses in
output can be mostly traced back to the lockdown measures, through their effect on people’s mobility.
This impact was particularly heavy in the second quarter of 2020 during the first lockdown. Voluntary
changes in mobility have had a much smaller impact on activity which was negative or positive depending
on the quarter (and the health situation at that time) and depending on compliance with restrictions
imposed by the governments. Activity has obviously been affected by other factors too, which, depending
on the quarter, may be explained by fluctuations in world trade or learning effects, for instance.

Looking at the demand components of GDP, past experience suggests that private investment is more
sensitive to business cycles than private consumption. In addition, private investment typically reaches its
low point later and takes longer to recover post-crisis (NBB, 2010). This pattern was discernible in the GFC
when the downward movement in private investment was spread over a period of five consecutive quarters
before temporarily recovering for a quarter and then falling again and stabilising thereafter. Overall, private
investment fell by 11.6 % between the second quarter of 2008 and the first quarter of 2010. The decline
was obviously due to the sharp collapse in (external) demand and the related under-utilisation of production
capacity in the manufacturing industry, coupled with the high uncertainty about the outlook for the future.
In fact, private investment only exceeded its pre-crisis level in 2014, i.e. 25 quarters after the start of the
recession.
On the contrary, private consumption dropped by only 1.6 % over three consecutive quarters in 20082009. The decline was thus less marked and shorter than for private investment. Households reduced their
consumption mainly owing to precautionary savings in response to the great uncertainty regarding the impact
of the GFC on employment and their financial situation. This was also reinforced by the deterioration of public
finances as this carried the risk of higher taxation or limits on social benefits in the future. However, private
consumption reached the pre-crisis peak faster, after only one year, and its growth has thereafter remained
positive.
Consumption and investment behaved completely differently in the COVID-19 crisis. First, private investment
fell sharply by 22.2 % over only two quarters. Remarkably, the recovery of private investment was faster and
stronger than during the GFC. The pre-crisis level was nearly reached by mid-2021 and recent projections
clearly point to a steady growth in this demand component over the next quarters and years. This suggests
that the sharp fall in the spring of 2020 was mainly due to the mechanical effects of the lockdown, which also
weighed on the construction industry and deliveries, but also that firms have generally kept investing throughout
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Chart  3
Private consumption remained hampered by the successive epidemic waves while investment
recovered smoother
(indices, quarterly data in volume adjusted for seasonal and calendar effects, pre-crisis peak = 100)
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the crisis, despite the huge uncertainty (NBB, 2021a). The ERMG surveys 1 indicated that large firms have shifted
investment towards IT and digitisation (see section 2 of this article). Private consumption, on the other hand,
plummeted by 18.2 % in the first half of 2020. Even though the initial shock also lasted only two quarters, the
recovery of this demand component has been much more erratic. This is due to the successive relaxing and
tightening of the lockdown measures since the start of the pandemic (notably including multiple restrictions/
closures regarding non-food shops, contact jobs, bars and restaurants). According to the NBB’s most recent
projections, it may take until early 2022 for private consumption to reach its pre-crisis level.

1.2 Limited impact on the labour market
Compared to the brutal shock to economic activity, the labour market has been particularly resilient. Since
the beginning of the crisis, the temporary lay-off and bridging schemes have been simplified and extended to
respond to the economic and social emergency faced by employees and self-employed people who were forced
to stop working. In April 2020, almost 40 % of employees in the private sector, i.e. over one million people,
received temporary unemployment benefits. This is five times higher than the peak observed during the GFC,
when the maximum number of people receiving a temporary unemployment benefit was 230 000. On the selfemployed side, around 400 000 workers have made use of the bridging right, i.e. one in two. In July 2021,
the figures were almost back to normal with 148 000 temporarily laid-off employees and 15 500 self-employed
people on bridging rights. Another resilience factor has been the widespread use of teleworking. Where feasible,
it has enabled companies to continue to operate and workers to keep their jobs and incomes.
1 The ERMG (Economic Risk Management Group) was set up by the Belgian government with the notable mission to monitor the impact of
the coronavirus pandemic on businesses, economic sectors and the financial markets. As part of the ERMG’s work, the NBB, the FEB/VBO
and several federations representing enterprises and the self-employed (BECI, Boerenbond, NSZ, UCM, UNIZO, UWE and VOKA) have joined
forces to periodically conduct large-scale surveys among firms established in Brussels, Wallonia and Flanders.
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Chart  4
Limited impact on the labour market and widespread use of job retention schemes
(Employment : quarterly data of domestic employment, index1, Job retention schemes : number of persons in the schemes as a percentage of
the corresponding employed individuals, self-employed for bridging allowances and salaried workers for temporary lay-offs)
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Temporary lay-offs, bridging rights, financial support for businesses, teleworking and the moratorium on
bankruptcies all helped to contain job losses in 2020. According to national accounts data, in net terms,
domestic employment has only contracted by 800 people over the past year. Although this balance seems
particularly favourable given the scale of the shock, it should be remembered that, before the health crisis,
the Belgian economy was recording net job creations of around 70 000 per year, which gives a more accurate
measure of the impact on the labour market.
The resumption of economic growth and the continuation of a number of employment support measures
implied a rise of 45 000 jobs in the first half of 2021 and this trend is expected to continue in the second half
of the year. Taking into account the risk of bankruptcies catching up, employment growth is likely to be less
dynamic in 2022 before picking up again in 2023.
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1.3 A very asymmetric shock
The shock of the COVID-19 crisis exhibited a very asymmetrical pattern both when looking at firms and
individuals, which distinguishes the current period from what is usually observed in times of economic crisis.

1.3.1 Certain industries/firms hit more than others
Another specific feature of the COVID-19 crisis compared to other recent recessions is that services have been
more heavily affected than the manufacturing industry that is usually more sensitive to business cycles. Services
in the broadest sense have been dealt the biggest blow because this kind of activity generally requires close
contacts between people. Value added in the services sector in the second quarter of 2021 was in fact 3.3 %
below its pre-crisis level. However, the impact of the pandemic also significantly differs across sub-sectors. For
instance, value added in real estate activities, as well as in information and communication, has already exceeded
the level prevailing before the start of the crisis while this was not necessarily the case in other sub-sectors.
This is particularly true in wholesale and retail trade, transport, catering and accommodation, where value
added in 2021Q2 was still 7.5 % below the level reached in 2019Q4. The most spectacular initial drop was
recorded in the category “other service activities” which notably include the arts, entertainment and recreation
sector that had to shut down several times and for very long periods. It is also worth noting that value added
declined as well in the branch related to health and welfare, essentially owing to postponement of operations
and consultations unconnected with COVID-19, so as to reserve sufficient capacity in intensive care units for
patients infected with this new virus.
The construction industry was severely hit by the first wave of the epidemic, but it recovered strongly afterwards.
Since then, the value added of this industry has ranked among the least hit in Belgium and already in the
second quarter of 2021 it exceeded the level prevailing prior to the crisis. This industry is a good example of
the aforementioned learning effects as it was strongly hampered by the measures taken at the beginning of the
crisis, notably the social distancing between workers and thanks to the gained experience and the protocols to
minimise the contamination risks, the construction sector has more easily dealt with the subsequent waves of
the epidemic.
The manufacturing industry was also heavily affected by the first epidemic wave. This was mainly due to
weak demand, both domestic and foreign. Disruptions in international supply chains, as well as difficulties in
securing sufficient staff to continue operations, also contributed to the drop in activity. The recovery in the third
quarter was pronounced and, unlike other main branches of activity, it did not stop or significantly slow down
afterwards, so the value added in manufacturing industry in the second quarter of 2021 was almost 4 % higher
than its pre-crisis level.
The economic and financial crisis in 2008-2009 first propagated through a slump in international trade and
therefore displayed very different features from the COVID-19 crisis. This has directly hit the more export-oriented
branches of activity which are mainly part of the manufacturing industry. Value added there had already declined
by 2.9 % in 2008 before falling again in 2009 by 5.9 %. This is more pronounced than in the context of the
COVID-19 pandemic. The services sector was also affected by the GFC but the impact was less direct and mainly
took place through intermediate consumption links with industrial activities, so that value added only declined
by 1 % in 2009 while it still rose by 1.7 % in 2008.
The shock was also asymmetric in terms of employment. Regarding salaried workers, net job losses have been
concentrated in a few branches in 2020. Both in terms of the number of people affected and the percentage of
employment, the losses were highest in the hospitality industry (–9.2 % of the workforce) and in administrative
and support services (–5.9 % of employment, mainly agency workers). Contrary to what was observed during
the GFC, job losses in the manufacturing industry were limited to 1.2 % in 2020, and there were even net job
creations in the construction sector (+2 %). The arts, entertainment and recreation services rank among the
worst-hit industries. With most major events being cancelled, and non-professional sports activities interrupted
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Chart  5
Services have been heavily affected even though industry is usually more sensitive to business cycles
Value added in the Belgian economy
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during the two lockdowns, temporary lay-offs were running very high, involving 50 % of all employees. Although
compared to the corresponding quarters of the previous year, employment did not fall in the first two quarters
of 2020, national accounts figures indicate a 3 % loss of jobs in the third quarter and 6.5 % in the fourth quarter.
The financial sector is special. Thanks to the extensive use of teleworking, temporary lay-offs have remained
limited, but job losses have nevertheless continued to be recorded as a result of the restructuring process in place
for several years now. In key sectors such as health and retail, the COVID-19 crisis has, on the contrary, implied
an extra workload for the staff. Measures have been taken to facilitate the hiring or temporary replacement of
absent workers.
People with a temporary or atypical employment contract were most notably confronted with job losses as
these contracts are typically the first to be discontinued in crisis times and are more frequently used in the
worst-hit industries. Based on Labour Force Survey (LFS) data for 2020, the number of people with a temporary
employment contract declined by 7.8 %, against a decrease of 0.4 % for the number of permanent contracts.
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Thanks to the introduction of the coronavirus bridging right and the various federal, regional and local support
measures, employment of self-employed people unexpectedly increased by 14 000 in 2020. However, during the
GFC and the subsequent euro area sovereign debt crisis – self-employment figures had already appeared not to
be sensitive to cyclical fluctuations and did not show any net job losses. This is a Belgian specificity, since the
euro area, on average, recorded a decrease in the number of self-employed people in 2020 and during the GFC.
The structure of self-employment in Belgium explains this phenomenon : more self-employed are highly educated
and in liberal or managerial professions. Note that, prior to the COVID-19 crisis, the upward trend observed in
Belgium was already in contrast with the euro area average.
The COVID-19 impact has also differed by firm size. According to the ERMG surveys, the self-employed and
smaller firms reported the most severe loss of turnover due to the pandemic. This is partly due to the composition
of the hardest-hit branches of activity because the self-employed and smaller businesses tend to be more
numerous in sectors such as catering and accommodation, non-medical contact professions, non-food retail, etc.
However, the composition effect does not explain everything as, within a given industry, smaller firms tend to
have suffered the largest revenue losses. This may suggest that smaller companies typically have more problems
adjusting their operations to the lockdown measures. The self-employed and smaller businesses have also had
to deal with greater liquidity issues. This is in sharp contrast with the GFC recession when larger firms tended
to be greatly affected as the shock was transmitted through external demand and therefore mainly affected
exporting companies and the industrial sector in the first instance 1.

1.3.2 The effect of the pandemic is also heterogenous among groups of people
Due to its asymmetric impact on industries, the COVID-19 crisis has more heavily affected certain groups of
the population in terms of employment and income loss. While some were not impacted at all, owing to the
possibility of working from home or being employed in a vital sector, others were confronted with temporary
lay‑offs, job losses, reduced activities or limited job opportunities, causing financial distress for certain households.
As young people (aged 15-24), the low- and middle-educated and people of non-EU origin are employed
proportionally more through temporary or atypical employment contracts and are overrepresented in the
worst‑hit industries, they were the most affected by the consequences of the COVID-19 crisis on the labour
market 2. Not only were these profiles referred more often to the temporary lay-off scheme, but the share of
people remaining in employment also contracted most sharply for these sub-populations in 2020. Some also
faced more limited job opportunities than usual, and therefore their options for a transition from unemployment
or inactivity in 2019 to employment in 2020 were reduced.
Young people are often the first to be laid off or are struggling to find a job during recessions. Temporary
employment contracts are often used at the start of a career, which makes them more vulnerable to fluctuations
in economic activity. Although young people are the first to be (re-)hired when the economy picks up, it should
be noted that research has shown that an unemployment spell at the start of a career could potentially have
long-term negative implications on employment or wage prospects at the individual level (see, for example,
Gregg 2001, Gregg and Tominey 2005, Cockx and Picchio 2011, and Scarpetta et al. 2010). In addition,
opportunities to work as a student, which primarily concerns this age group, were few and far between during
the lockdowns. People younger than 30 were also strongly represented in the temporary lay-off scheme 3.
Low- and middle-educated citizens were hit harder due to their overrepresentation in the industries that are
sensitive to the business cycle as well as in those affected by mandatory closures. Moreover, they often hold

1 See also Dhyne and Duprez (2021) for a deep analysis of Belgian firms during the COVID-19 crisis.
2 For more information see CSE / HRW (2021).
3 Please note that up to and including 2020 people in the temporary lay-off scheme are considered to have remained in employment as their
employment contract was not terminated. However, as of the first quarter of 2021, the long-term temporarily laid-off (over three months)
are no longer considered by Statbel as being employed, although their employment contract has not been terminated. Depending on their
answer whether they are actively looking for a new job, they are either considered as unemployed or inactive on the labour market.
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positions which are less compatible with working from home. Compared to the highly educated, both the lowand middle-educated categories have seen a larger increase in the number of people that have transitioned from
employment to unemployment or inactivity in 2020. As they are more often placed in the temporary lay-off
scheme, low-educated workers could have a higher risk of job loss once the support measures come to an end.
The middle-educated population faces another challenge as a higher number of people who were unemployed
or inactive remained so in 2020. It is a feature that is not very evident for the low-educated population and
not at all noticeable for the higher-educated population. The COVID-19 crisis seems to have amplified the
polarisation on the labour market, limiting employment opportunities for middle-educated workers and/or
increasing competition from the higher-educated for hirings.
People born outside the EU not only suffered more job losses, but they also became to a larger extent inactive on
the labour market in 2020 than people of Belgian origin. Not only did they face a fiercer competition than before
the crisis for similar jobs as more people had to search for a (new) job, but they were also confronted with more
obstacles in their job search. This was especially the case during lockdowns where public employment offices
had to close physical locations, as a significant proportion do not master certain digital skills and/or a native
language that are often required for using online job tools. As a consequence, the gap in terms of employment
between people born in Belgium and non-EU foreign-born citizens increased in 2020 to 20.3 percentage points,
against 18.6 pp in 2019.
It should be noted that these profiles have lower incomes, making them financially more vulnerable. Saks (2021)
has shown that being young, low-educated or born outside the EU are characteristics that tend to have a
negative effect on the size of the salary. On top of that, wages in the worst-hit industries are below the private
sector average. Based on the Structure of Earnings Survey (SES), the average gross wage for a full-time employee
working in the hospitality sector was 27 % lower than the private sector average in 2018.

Chart  6
The impact on household income has on average been limited, but some households are more
badly affected
Growth real disposable income of the
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Considering the brutal impact of the COVID-19 crisis, the 1.2 % growth in household real disposable income
per capita in 2020 is remarkable. The trend is expected to continue in 2021, the Bank’s June projections forecast
an increase of real disposable income per capita of 0.9 %. The COVID-19 crisis did however influence the
composition of the disposable income of households, the share of replacement incomes (net social transfers) rose
considerably, compensating the loss of income from employment. The rise in household disposable income at
aggregate level nevertheless concealed the vulnerability of some households. The COVID-19 related questions in
the NBB’s consumer survey show that while a large majority said they had encountered only a limited income loss
or none at all, some respondents indicated that they have suffered a big income loss (> 30 %) on account of the
pandemic. In August 2021, this was about 4 % of all respondents, which is about one-third of the proportion at
the start of the crisis. Income loss appears to depend largely on employment status as the share of self-employed
that report only a limited or no income loss (< 10 %) is considerably smaller than that of employees. The selfemployed also tend to report larger income losses than employees, the share of self-employed that report an
income loss higher than 30 % is 4.5 times larger than the share of employees that said they had suffered a severe
income loss in August 2021. This difference was even more pronounced at the onset of the crisis.
Moreover, it is mainly those households which cannot accommodate a persistent income shock that suffered
an income loss during the COVID-19 crisis. Temporary lay-offs, discontinuation of (temporary) employment or
limited job opportunities were concentrated among groups with lower income levels and among those with
limited saving buffers. Data from the Household Finance and Consumption Survey for 2017 (see also box 6,
NBB 2021a) show that only 66 % of the households in the lowest income quintile can cover one month of
their basic expenditure with their savings buffer, against 81 % for the entire population. This percentage drops
to 50 % if the savings buffer must cover expenditure for three months and to 39 % if the income shock lasts
six months. The same survey also indicates that households in which at least one person is employed in one of
the worst-hit industries, such as hospitality or arts, entertainment and recreation services, tend to have lower
saving buffers. An NBB survey carried out in May 2020 confirmed that income loss was concentrated in the least
well-off households, who also cited smaller savings buffers.
Although several measures have been taken to limit the income shock such as increasing the replacement rate
under the temporary lay-off scheme, (double) bridging rights for the self-employed or freezing the gradual
tapering of unemployment benefits, even a limited income loss can become challenging for low-income
households. On top of that, not all sub-populations confronted with an income loss are entitled to compensation
from social security. Not all forms of temporary employment give access to social security, due to the nature of
the contract (for example, student work) or because the time worked was too short to claim a social benefit,
while some have lost their (additional) income through the informal economy.
The ongoing COVID-19 crisis has triggered such a financially distressing situation for some households that they
have had to rely on welfare or other assistance channels. As is evidenced by the aforementioned NBB survey
in May 2020, while mortgage payment holidays were more often requested by richer households, owing to
the higher homeowner rate among them, the lowest-income households tended to be more likely to seek help
from public social assistance centres (OCMW/CPAS). These centres have seen an increase in people demanding
assistance, the number of persons benefiting from any kind of support increased significantly over the course
of 2020. The number of persons on social assistance allowance was systematically higher in 2020 than before
the outbreak of the pandemic. Based on survey data, this remained the case in the first half of 2021 although
a decline of the (expected) number of recipients can be observed as of April 2021 1. While the increase in the
number of people receiving a social assistance allowance tended to be more gradual, demand for other forms
of social assistance rose sharply over the second half of 2020 ; this was especially the case for debt mediation,
food aid, other financial support and non-urgent medical assistance. This could indicate that the ongoing
COVID-19 crisis has continued to affect some households while their (limited) financial reserves are running
out, forcing them to seek supplementary assistance on top of their (lower) income (WG SIC, 2021). The overall
1 Please note that this decline could be influenced by a seasonal effect as the number of recipients over the past few years has tended to
decline or grow more slowly in the period between May and September.
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Chart  7
Increased demand for (financial) support provided by social assistance centres
(number of recipients)

Number of persons that demanded
social welfare assistance

Detail of other forms of social assistance

220 000

70 000

200 000

60 000
50 000

180 000

40 000
160 000
30 000
140 000

20 000

120 000

10 000

100 000

2020

2021

Social assistance allowance

Non-urgent medical assistance

Other forms of social assistance

Debt mediation

May

June

April

March

January

2020

February

December

October

November

September

July

August

May

June

April

March

January

February

May

June

April

March

January

February

December

October

November

September

July

August

May

June

April

March

January

February

0

2021

Financial support
Food support
 	
Source : “Enquête Sociale Impact Covid-19” PPS SI and Working Group Social Impact COVID-19.

demand for other forms of social assistance also exhibits a decline starting from spring 2021, with financial
support returning to its pre-crisis level while other forms such as the demand for debt mediation or food aid
continue to increase or remain at a significant higher level. Not only has aid provided by social welfare centres
increased, but private initiatives that provide food aid such as food banks have also reported an increase in
demand since the start of the crisis (see COVIVAT 2020a).
The higher demand for support could be an indication that the COVID-19 crisis has exacerbated the poverty risk.
Since the social assistance allowance is lower than the poverty threshold (COVIVAT 2020b), a higher number
of recipients or a longer period of dependency on this as well as other forms of social benefits (for example,
unemployment benefits where the minimum is also below the poverty threshold) would therefore contribute to
an increase in the poverty risk (Barrez and Van Dam, 2020).
Early estimates by Eurostat, based on EU-SILC 1, indicate that although the decrease in the median disposable
income in Belgium, estimated to be in the interval between 0 and 4 %, was significant, global poverty risk in
Belgium did not change significantly in 2020. However, the estimate for the risk of child poverty (for those
younger than 18 years) exhibits a statistically significant increase, while a sharp decline is obtained in
income poverty risk for those aged 65 and older, as pensioners were generally not affected financially by the
COVID-19 crisis. Note that a change in median disposable income also affects the poverty threshold, which is
defined as a percentage of median income.

1 European Union Statistics on Income and Living Conditions.
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2. Which changes are likely to be persistent ?
The COVID-19 pandemic has profoundly affected the economy, but its impact is not limited to the initial or
short-term effects on activity, employment, or incomes. In quantitative terms, the initial negative shock should be
largely offset by a strong rebound and economic scarring may turn out to be quite small in the end. As regards
the labour market, the few job losses, the still strong labour demand, and the measures to support employment
all served to limit the increase in unemployment to 17 500 people in 2020. The latest available data from the
National Employment Office (NEO) show a return to a level equivalent to the average observed in 2019, but
for those who are still under the temporary lay-off scheme, there is a risk of shifting to classical unemployment
when the measure comes to an end. That said, data are pointing towards a rise in structural unemployment as
the number of job-seekers unemployed for more than a year has risen significantly in 2021 (+20 000 compared
to 2019). This is challenging since the share of long-term unemployed is already high in Belgium and the country
does not perform well in terms of labour market reallocation, especially for this group.
Turning to firms, the number of bankruptcies so far has been very low (mostly thanks to the substantial
government support, as well as the legal but also effective moratoria on bankruptcies) and the perceived
bankruptcy risks have declined over time, as can be seen from the ERMG surveys. While those risks remain high
in the worst-hit industries, such as hospitality, events, retail and travel, it should be stressed that the creation of
new firms has been strong since the beginning of 2021 1. Even if shifts between industries may materialise, the
pandemic’s overall quantitative impact on supply is expected to be limited.
However, the COVID-19 crisis has also brought some qualitative changes to the economy that are likely to have
a more lasting impact and this section focuses on those changes. In a number of areas, the crisis has accelerated
certain trends that were already discernible before the pandemic. We have clustered the main qualitative
changes in three different markets in which non-financial corporations and households are involved : the market
for goods and services (section 2.1), the market for factors of production (section 2.2), and the real estate market
(section 2.3). In the first one, firms sell the result of their production to households and derive income from these
operations. In the second one, households use their labour force or their capital and derive income from their
activity and business operations. In the real estate market, both sectors are buying and selling but they are also
renting and leasing. The analysis below reflects our current judgment, but some caution is clearly warranted in
interpreting these ongoing developments.

2.1 Market for goods and services
During the COVID-19 crisis, the lockdown measures significantly hampered the functioning of markets for
goods and services, mainly through closures and restricted access to physical shops. Industries directly hit by
these measures, such as non-food retailing, the non-medical contact professions, the hospitality industry, arts,
entertainment and recreation services, all suffered from severe disruptions in their activities. The COVID-19 crisis
has had a strong negative impact on many firms’ revenues, which has jeopardised their short-term liquidity
position and, in turn, their financial health (Tielens, Piette and De Jonghe 2021).
Confronted with these restrictive measures, companies and households have adapted or had to adapt their
behaviour and habits to the new situation. For firms, changing customer needs, in particular for remote
interactions, have prompted (a diffusion of) innovation and increased investment in digitalisation. In the
April 2021 ERMG survey, most of the companies questioned – especially the larger ones – reported a decline in

1 The number of first registrations for VAT between February and May 2021 were higher than observed for that month on average
between 2017 and 2019 and, despite a significant number of de-registrations, the population of VAT-registered units has increased
(Statbel, August 2021).
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Chart  8
The COVID-19 crisis has accelerated the adoption of digital technologies by companies
Large companies : investment categories that
are lower/higher in 2021 due to COVID-19
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investment in office buildings, furniture and transport equipment, while investment in ICT equipment, software
and databases was found to be on the rise.
In the 2020 European Investment Bank (EIB) investment survey 1, two-thirds of Belgian companies questioned
reported greater use of digital technologies as the main long-term impact of the COVID-19 crisis on their
investment. This trend is common to the different industries, something which may suggest a broad-based
acceleration of digitalisation. The need to work and interact with customers or colleagues remotely is likely to
have been a trigger for the faster adoption of new digital technologies.
In that respect, many firms (particularly in retailing) have boosted their investment in e-commerce technologies
during the COVID-19 crisis mainly because physical interactions intended to sell a product were forbidden,
restricted or less used by some customers. The ERMG survey in June 2021 investigated the change in the
(expected) use of various sales channels. In the retail industry, the use of online sales channels was said to be
much greater than before the crisis, and this trend was expected to persist in the coming two years. The share
of firms using mobile applications as a sales channel was expected to be five times as high as in the pre-crisis
period, at 9 % of all firms within two years, while the use of online marketplaces was expected double to 12 %
and the use of the firm’s own online store and social media projected to increase by half to 60 %. Remarkably,
1 The EIBIS Survey is an annual survey on investment and investment finance conducted by the European Investment Bank among companies
in the EU. In 2020, the survey was carried out between May and August.
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the proportion of retailers selling through brick-and-mortar shops or sales representatives was expected to stay
constant over the same period, suggesting that online channels would supplement rather than replace the more
traditional ones.
The COVID-19 crisis has not only affected what companies produce and how they sell goods and services, but it
has also affected the interactions between businesses. During the crisis, many firms have been faced with severe
supply chain disruptions. In addition, the fast recovery has created a scarcity in a broad range of commodities
and intermediate goods, while also putting pressure on transport links, thus exacerbating supply issues. In the
May and June 2021 ERMG surveys, among firms that depend on supplies, half of the respondents stated that
their supplies were moderately or seriously affected. Companies also reported that the supply issues led to a
steep rise in input costs and might create a temporary loss of turnover and a loss of customers. Despite these
wide-ranging issues, the surveyed companies seemed reluctant to consider reshoring or nearshoring their supply
chains. They said they only planned to marginally change their suppliers’ location over a two-year horizon.
Typically, companies were turning more towards other mitigating strategies including higher inventories or more
supplier redundancy.
Turning to the consumer side, the COVID-19 crisis on average has not had any significant impact on the ability of
most households to spend, but it may have affected their willingness to spend for several expenditure categories
and the composition of the expenditure basket could have changed. In this connection, the COVID-19 households
survey conducted in July 2020 by the NBB showed that nearly nine out of ten respondents reported a change in
their habits during the first lockdown directly linked to the impossibility of specific types of spending in traditional
shops. Moreover, 77 % of them were intending to keep those new consumption habits in the aftermath of the
crisis. A key change is the increased use of digital services for shopping, entertainment and work. Second, the
survey respondents also mentioned a rising use of local purchases or a reduction in unnecessary purchases, which
is more likely the result of a sea change in consumer preferences (endogenous for the consumer). The context
has led some consumers to reassess their own behaviour and, in some cases, to consider alternative ways of
spending. This trend may result in some rebalancing in the consumption basket – for instance in favour of local
produce – but not necessarily in a reduction or an expansion of total spending.

2.2 Market for factors of production
In the market for factors of production, households are the factors owners and are in possession of their labour
forces and capital means, while firms are buying those factors of production to produce. The flows of capital
from households to non-financial corporations are a secondary issue in this section and the labour market
therefore represents the key topic.

2.2.1 Labour shortages and digital skills
The COVID-19 crisis and the requirement to keep social distances has implied wide use of digital tools by firms
and by workers. As a result, labour demand for jobs requiring ICT specialist skills rose from 14 % of all enterprises
excluding the financial sector in 2019 to 18 % in 2020 1. Among those firms, 6 out of 10 have difficulty in filling
those vacancies. Those hard-to-fill vacancies in ICT arose in an already strained labour market. For several years,
Belgium has had a higher vacancy rate 2 than the euro area average and only small variations were observed
in 2020 in parallel with the lockdowns and less restrictive periods. In the first quarter of 2021, the latest available
data, it again reached 3.5 %, which represents no less than 141 500 potential jobs. The resulting tensions are
present in all three Regions, although they are highest in Flanders.

1 Figures based on the Eurostat survey on ICT use and e-commerce in enterprises.
2 The job vacancy rate is defined as the share of the number of job vacancies among the total number of jobs (occupied and vacant).
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Chart  9
An upward trend in demand for digital skills accentuated by the crisis and combined with labour
market shortages
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Acute labour shortages are therefore present in the Belgian labour market. Although some trends may have been
accentuated by the health crisis, labour shortages often concern occupations that are structurally in short supply.
More precisely, this applies to skilled occupations such as engineering and science, IT and communication,
health care and education, but also less skilled ones such as craftsmen in food, transport and logistics, catering
and trade, and construction 1. The industries experiencing the greatest recruitment difficulties are professional,
scientific and technical activities (with a job vacancy rate of 7.2 %), information and communication (7 %),
administrative and support service activities (6.9 %) and construction (4.8 %).
On the supply side of the labour market, the COVID-19 crisis is bound to affect the Belgian working-age
population (15-64 years), mostly through border and travel restrictions weighing on migration flows. The Federal
Planning Bureau (FPB) estimates that the restrictive measures caused a 50 % drop in migration flows in 2020.
This effect is more pronounced for immigrants from countries outside the EU, as restrictions for intra-European
travel have been softer. For the coming years, the FPB assumes a controlled evolution of the epidemic
in 2021 involving the implementation of the vaccination plan and measures to contain the epidemic. Based on
these assumptions, in 2021, immigration will still be 25 % lower than in a scenario without COVID-19 and the
working-age population would be reduced somewhat. The resumption of migratory flows and the expected
recovery will boost growth of the working-age population, as immigrants are more likely to be younger.

1 Those occupations are defined by Regional Public Employment Services (Actiris, Forem, VDAB) every year, the full list is available on their
website.
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The COVID-19 crisis only had a limited impact on the labour participation rate, which dropped from 69 %
in 2019 to 68.6 % in 2020. Before the pandemic, however, this rate was expected to rise to 69.9 % in 2020
according to the NBB’s December 2019 projections. One should note that the over-55 age groups did not
experience any fall in the participation rate, which suggests that policies aimed at limiting early exit from the
labour market continue to bear fruit. The National Bank’s current projections indicate a positive development for
the coming years with the participation rate gradually returning to its 2019 level by 2023.
Meeting the growing demand for labour and tackling the reduced working-age population would imply the
activation of people who are more likely to be inactive and/or who have more difficulty in finding a job. Those
groups are composed of people of non-EU origin, people aged 55 or over and those aged between 15 and 24,
as well as women, albeit to a lesser extent. Across the board, those who will find it most difficult to get a job
will be those with a low level of education. Employment opportunities for the low-educated are diminishing,
especially as they increasingly face competition from middle-educated workers in a context of employment
polarisation. In this respect, the school drop-out rate is an indicator of the inflow of low-educated people
(8.1 % of 18-24 year-olds in 2020). The situation has improved in recent years in all three Regions of the country,
but the health crisis and the expansion of distance learning could increase the risk of delay or even drop-out.
This is particularly true for children from disadvantaged families who have lacked access to technology and a
supportive learning environment.
In view of the large number of high-skilled job opportunities, Belgium ranks relatively well regarding its share
of highly- educated people (48.5 % of people aged from 25 to 34 had a tertiary education level in 2020, which
is 6 percentage points higher than the European average). However, the orientation of academic studies is also
a key determinant of the probability of being employed. Profiles requiring training in science, mathematics,
statistics and information and communication technologies as well as in engineering, industry and construction
are and will continue to be increasingly in demand in the future but too few students are involved in those fields.
As shown above, firms are demanding more and more digital skills and they are becoming essential for
everyone, even in everyday life. Access to continuous training is the key to getting or updating digital skills and
to facilitating the transition to emerging professions. Yet, according to the LFS, in 2019, less than one in ten
people aged 25-64 had taken part in a training course in the four weeks prior to the survey. There has been no
significant improvement over the last ten years in Belgium, and the COVID-19 crisis has even further reduced
the share of people who have completed training courses in 2020. Workers with a low level of education, who
could greatly benefit from training, particularly in terms of digital skills, are the least likely to use it.

2.2.2 A change in working arrangements
The year 2020 was also characterised by massive recourse to working from home. During the lockdowns, remote
work was made compulsory or strongly recommended wherever possible, becoming the norm for many whitecollar workers. This not only enabled companies to continue operating, but also meant that employees could
keep their jobs and incomes. Over the years, LFS data have shown a slow upward trend in the share of people
working from home. While the technology to work remotely and its adoption are not new, the very widespread
aspect had never been experienced before 2020, when on average one in every three workers (salaried or
self-employed) was on remote working. While monthly figures vary just as lockdowns and reopening of the
economy, the latest data seem to indicate more persistence in the use of teleworking. By May 2021, 43 % of
total employment was remote. This is also what emerges from the ERMG survey, where 36 % of surveyed firms
indicated that they would use teleworking more intensively in the future.
Remote working was not feasible in all industries, but it was largely used in the information and communication
sector, financial and insurance activities, education, professional, scientific and technical activities, but also in
public administration, all industries where teleworking was already more widespread before the health crisis.
Even within these industries, access to teleworking is not homogeneous for all workers. According to Statbel’s
LFS data, it is more widely available to highly-educated workers. In terms of occupations, directors, managers
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Chart  10
Intensive use of teleworking is likely to persist in the future
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and professionals made the most use of it : 62 % of them were teleworking, compared to less than 2 % of
middle- and low-educated workers in elementary occupations.
Teleworking is generally considered to be advantageous for workers as it offers more flexibility and saves
commuting time. As an illustration, the average distance travelled by commuters working in a Region other than
their home Region is 20 km for Brussels workers, 30 km for Flemish workers and 43 km for Walloon workers 1.
It also eases mobility around congested areas and helps to rationalise the space available to companies. The
Federal Planning Bureau 2 has carried out an analysis measuring the impact of a voluntary increase in teleworking.
It shows that inbound commuting in the Brussels-Capital Region would decline by more than 23 %. Non-work
trips would increase, but these would mainly be short trips around the home Region and during off-peak hours.
A large share of workers want to keep the teleworking option in the future and would prefer a more flexible
working model. According to a survey conducted by McKinsey 3, 52 % of employees would favour a hybrid
model, combining on-site and remote work (against 30 % before COVID-19) and 11 % want to work full-time
from home (against 8 % before COVID-19). Moreover, almost 30 % of employees said they would be likely to
change jobs if they had to go back fully on-site in the aftermath of the pandemic.

1 See Duprez and Nautet (2019).
2 See Laine and Daubresse (2020).
3 Global employee survey made between Dec 2020 and Jan 2021 among 5 043 full-time employees who work in corporate or government
settings around the world. See McKinsey (2021), “What employees are saying about the future of remote work” for more information.
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However, some associate the upsurge in teleworking with concerns about isolation of the worker, who could
lose social interaction and the sense of belonging to his/her company. Teleworking requires a dedicated place
to work at home and some digital skills. For others, this type of organisation implies more stress related to
the feeling of being perpetually reachable and available, especially in times of crisis 1, 2. Working from home
could also be a source of discomfort (ergonomics, no clear separation between private and professional life,
ambiguity of expectations, etc.). This study also shows that the productivity gains induced by teleworking are
linked to its frequency and these gains are attenuated beyond two days per week or 50 % of working time.
From the companies’ perspective, it is associated with a perception of productivity loss : almost half of all
company managers questioned in the December 2020 and January 2021 ERMG surveys considered that remote
working is associated with a lower productivity. The most frequently cited reasons are the following : fewer ideas
exchanged, less networking and lack of a suitable working environment at home. Aware of the difficulties of
remote working, firms are opting for a hybrid model : partly on-site and partly remote. According to an ERMG
survey in March 2021, the number of teleworked days for the entire private sector should increase for the
average employee from 0.5 day a week before the crisis to 1.4 days a week after the crisis and the latter figure is
expected to exceed 2 days in the Brussels-Capital Region and the industries more concerned by remote working.
Nevertheless, this type of hybrid model not only requires setting the number of days a week to be worked
remotely but also determining what work is better done in physical presence than virtually, and vice versa ;
how will meetings work best, how to manage projects, are physical meetings required and how often ; how
communication/sharing experience between those who are on-site and those who are teleworking is ensured ;
is leadership communication as effective when workers are off-site ; how to avoid a two-tier system in which
people in the office are better evaluated and/or rewarded ? 3. Teleworking requires a dedicated legal context.
Collective labour agreements are currently being negotiated between social partners across many industries and
companies.

2.2.3 Well-being and labour participation
The COVID-19 crisis has also had a negative impact on the mental health of workers. The survey conducted by
Sciensano between 2 and 9 April 2020 showed that 23 % of questioned adults suffered from anxiety and 20 %
from depressive disorders. This compares with 11 % and 10 % respectively in the 2018 health survey.
This negative impact on mental health can have a prolonged effect on labour market availability. According
to the National Institute for Health and Disability Insurance (RIZIV/INAMI), 78 330 people were suffering from
depression and 33 402 from burnout in 2020. These figures have been steadily rising in recent years, with an
acceleration in 2020 for burnout cases. The risk is also greater for people who were already in burnout before
the health crisis and who have not been able to return to the office. Returning to work is likely to be even more
difficult afterwards, which may increase the number of people on long-term disability.
In terms of well-being and labour market participation, women have been particularly affected by the crisis.
Even though they are increasingly active in the labour market, they still bear the brunt of domestic tasks.
In 2016, 89 % of women were taking care of children on a daily basis, compared to 75 % of men and it is still
mostly women who reduce their working hours or take career breaks to look after children. The differences
are even more pronounced for household chores, as 81 % of women are doing those tasks every day, while
this is the case for only 33 % of men 4. The health crisis has amplified the imbalance in the sharing of roles, as
women have taken on most of the extra work, particularly in terms of childcare, due to the closure of schools
and nurseries during the initial lockdown. From May to September, parents had the possibility of applying for

1 Legislation was passed in 2018 to ensure that companies do not allow new technologies to interfere with rest and holiday time or the
work-life balance.
2 See also Hansez, Taskin and Thisse (2021).
3 See McKinsey (2021) “It’s time for leaders to get real about hybrid”.
4 Eurostat data.
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part-time ‘corona’ parental leave and this option was predominantly used by women (at 70 %). However, the
short-term effect of reducing labour market participation could become persistent, due to the importance given
to work experience. Mothers could have lower career and income prospects than they would have had without
this restriction.
In September 2020, a study for the European Parliament 1 sounded a more positive note as it shows that men
also devoted more time to household tasks and their children during the lockdown, although to a lesser extent
than women. It is hoped that this wider role for fathers may lead to permanent changes in attitudes. The effect
is likely to be greater in families where there has been a shift of burden from the woman to the man if, for
example, the mother was working in an industry considered as essential during the crisis (e.g. health). Due to
the composition of employment (with more women in contact jobs), there is a higher proportion of men among
teleworkers. However, with the health crisis, women’s share has increased significantly : in the first half of 2021,
almost 46 % of women telework compared to 41 % of men (LFS data).
Remote working could also make it easier for women to reconcile career and parenting, by avoiding the need
to opt for a reduction in working time. Nevertheless, it could also be a risk in that they will be perceived as
being more available for domestic and childcare tasks. Within their households, it could actually exacerbate the
imbalance in task-sharing. In the workplace, women may be perceived as being less committed to their work,
with repercussions in terms of career and salary. Therefore, teleworking should not be considered as a substitute
to accessible and affordable childcare and flexible working hours.

2.3 The real estate market
Finally, the behavioural changes brought about or accelerated by the COVID-19 crisis also have an impact on
the real estate market. Again, the impact is asymmetric for residential and commercial real estate markets, as
well as specific segments of these markets being affected differently.
Activity in the residential real estate market fell sharply owing to the pandemic and its consequences. Over the
whole year 2020, the number of transactions on the secondary market fell by 18 % in comparison with the
previous year. The lockdown measures directly affected real estate activity as they notably included restrictions
on on-site visits, which obviously hampered the smooth functioning of the market. The decline in activity was
also partially due to the significant tax reform that came into force in the Flemish Region on 1 January 2020
which scrapped tax deductibility of mortgage loans 2. Early estimates regarding the first quarter of 2021 point
to a very strong recovery in real estate activity, suggesting a return to normal after the unprecedented shock
of the past year.
While activity was subdued, residential real estate prices rose by 5.8 % in 2020. This is the most buoyant growth
recorded since 2010. However, prices in other European countries also surged, and even faster in the Netherlands
(+7.6 %) and Germany (+ 7.8 %) for instance. In addition, the strong price increase may partly reflect pandemicrelated composition effects. While the NBB price index for the residential real estate market corrects for shifts
in broad dwelling types (houses, villas, apartments) and districts, it is not a hedonic price index : changes in key
quality characteristics (exact location, size, construction or renovation year, presence of a garden, etc.) are not
distinguished from ‘pure’ price growth.
There are indeed indications that the pandemic has affected demand for certain housing characteristics.
Damen (2021) analysed the transactions concluded in the Flemish Region 3 by ERA estate agents and argues

1 https ://www.europarl.europa.eu/RegData/etudes/STUD/2020/658227/IPOL_STU(2020)658227_EN.pdf.
2 This tax reform generated anticipation effects at the end of 2019, with a significant increase in the number of transactions, as some
households still wanted to benefit from the mortgage tax allowance and brought forward planned purchases.
3 The Flemish Region accounts for 62 % of all real estate transactions concluded in Belgium between 2010 and 2020.
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that changing dwelling characteristics can partially explain the rise in house prices in 2020. First, the dwellings
bought were on average 2 % larger than in 2019. That can reflect a change in people’s preferences due to the
lockdowns, not least because they are probably easier to get through when living in larger homes and the wider
use of teleworking also requires more space to work at home. Second, flats with outdoor spaces have become
more popular since they were on sale for a much shorter period on average than flats without such spaces,
whereas it was the opposite in 2019. As an outdoor space makes an apartment more expensive, all other things
equal, this is also likely to have pushed up prices. Third, prices of flats at the coast rose faster, possibly reflecting
higher demand for second properties in Belgium at a time when it was harder to travel abroad for holidays.
Finally, the health crisis did not lead to an exodus to rural and suburban areas in 2020 as price pressure was
once again stronger in urban centres. According to real estate professionals, demand there was higher for houses
with (larger) gardens, especially due to the pandemic and the related lockdowns.
All in all, the pandemic appears to have shifted demand towards more expensive dwellings. It is unlikely that
these effects will continue to fuel price growth in the near future if this shift appears to be structural. However,
the evolving standards (e.g. a larger dwelling to accommodate more work from home) may have made housing
permanently more expensive. Households’ preferences for more expensive housing are nevertheless limited by
their ability to acquire it, particularly via bank credit.
The COVID-19 crisis has also affected the Belgian commercial real estate market. The large drop in stock market
returns of Belgian real estate investment trusts (REITs) in March 2020 suggests that markets were anticipating
a significant downward price correction for commercial real estate (NBB, 2021b), and definitely illustrated
the considerable uncertainty that suddenly materialised at the earlier stage of the crisis. However, market
expectations gradually picked up afterwards and returns have on average recently exceeded their pre-crisis levels.

Chart  11
The COVID-19 crisis has had a qualitative impact on both the residential and commercial real
estate markets
House prices compared to other countries
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In this case too, the pandemic effects turned out to be asymmetric and differed according to the sub-sector of
the commercial real estate market. The markets for offices and retail spaces are still way below their pre-crisis
level, while returns on industrial properties have bounced back rapidly and strongly.
The office market has undoubtedly been affected by the increase in working from home. The pandemic clearly
acted as a catalyst in this particular case in the sense that there was already an underlying trend reducing the
office space needed in companies to host staff (Manceaux and Van Sante, 2011). In the March 2021 ERMG
survey, Belgian firms said they expected a 9 % reduction on average in their office space per employee in
the coming five years compared to the pre-crisis situation. The reported decline was clearly linked to remote
working : it was on average higher for the industries that planned to make greater use of working from home
in the near future, such as banking and insurance, support services, as well as information and communication.
The expected drop was clearly more pronounced in the Brussels-Capital Region (–22 %). Moreover, public
institutions have also announced their intention to significantly reduce their average office space.
The retail industry has been hit hard by the containment measures. The restrictions on access to most non-food
shops put huge pressure on the retail space market, especially through the growing prospect of rent arrears and
loss of rental income for property owners. Moreover, as previously mentioned, the crisis has also accelerated the
use of e-commerce. While this is not likely to replace traditional brick-and-mortar shops, demand for physical
store spaces is not expected to rise.
On the other hand, the logistics industry has benefited from various consequences of the COVID-19 crisis,
i.e. the boost in e-commerce, additional demand for storage space from the food and pharmaceutical sectors,
and higher stocks as a mitigation strategy to deal with disruptions in global supply channels (NBB, 2021b).

Conclusion
The COVID-19 crisis has affected the daily lives of almost all households and has had an initially immense
impact on the Belgian economy (as nearly everywhere else in the world). Compared to previous crises, it is a
unique event due to the exogenous nature and the size of the shock, as well as to the number of governmental
measures taken to support the economy.
On the quantitative level, the shock should however be absorbed much more rapidly than initially feared : the
Belgian economy has seen a solid recovery since last summer. This was mostly due to the strong resilience of
private investment and learning effects that reduced the impact of the new lockdown measures that were
introduced after the summer of 2020. The labour market has been hardly affected by the crisis : job losses have
been very limited.
Despite the short-lived macroeconomic impact and the limited shock to the labour market, one should keep
in mind that the changes were very asymmetric. On the one hand, at the sectoral level, companies specialised
in services as well as smaller companies have endured greater financial difficulties. On the other hand, at the
household level, even if the average risk of poverty has not risen significantly, recourse to social assistance other
than financial allowances (such as debt mediation or food aid) has increased sharply since the onset of the crisis.
The financial impact of the COVID-19 crisis has remained limited for most firms and households but has been
devastating for a very small share of them.
Society is (or will be) gradually waking up from the COVID-19 crisis and its “induced-coma”, but segments of
economic life could be significantly and permanently transformed by the crisis. Mostly, these are qualitative aspects
of the economy and the crisis has acted as a catalyst or an accelerator of a pre-existing trend. Digitalisation,
for example, has been given an unprecedented boost, both in terms of the widespread implementation of
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teleworking and the greater use of online sales channels. Many workers have become accustomed to working
from home, which offers the possibility of a better work-life balance but also opens the door to increased
psycho-social risks. These developments have led to a reorientation of the corporate investment and have
further boosted demand for IT-specialised worker profiles. In the real estate market, demand has undergone a
qualitative change, with private individuals now favouring larger properties or properties with an outdoor space
and companies reducing their demand for office space.
Those qualitative changes have been very sudden, and the political or legal framework has not (yet) had time
to tame this new reality. In some areas, policies should evolve accordingly : e-commerce, working from home or
a hybrid model, town planning (fewer offices), social security for new types of work, education (STEM, digital
skills), labour market reforms, etc. In each of the latter areas, the rules of the game may be up for a rethink,
considering that there will not necessarily be a return to the past way of doing business and that “post-COVID”
economic agents might not behave in the same way as before.
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