
We discuss four potential scenarios for the Omicron variant and the macro n

outlook. 

In a first “downside” scenario, Omicron transmits more quickly than Delta and n

also evades immunity against infections more, but evades immunity against 
hospitalizations only slightly more, and causes similarly severe disease.  

In this “downside” scenario, another large Q1 infection wave leads to a n

tightening in our global GS Effective Lockdown Index (ELI) that looks similar to 
the “Delta” tightening but then gradually abates with the distribution of new 
vaccines and antivirals.  Global growth in Q1 slows to a 2% quarter-on-quarter 
annual rate, 2½pp below our current forecast, and growth in 2022 as a whole is 
4.2%, 0.4pp below our current forecast.  In contrast, growth in 2023 is 3.8%, 
0.3pp above our current forecast.  Inflation in 2022 is probably below our current 
forecast in services and energy (because of weaker demand) but above our 
current forecast in goods (because of weaker supply), with an ambiguous net 
impact on overall CPI inflation. 

In a second and less likely “severe downside” scenario, both disease severity n

and immunity against hospitalizations are substantially worse than for Delta.  In 
this scenario, global growth is substantially lower than in the first downside 
scenario, while the inflation impact is again ambiguous.  

In a third “false alarm” scenario, Omicron spreads less quickly than Delta, and n

has no significant effect on global growth and inflation.    

In a fourth “upside” scenario, Omicron is slightly more transmissible but causes n

much less severe disease.  In this speculative “normalization” scenario, a net 
reduction in disease burden leaves global growth higher than in our baseline, and 
inflation likely lower as the rebalancing of demand, and the recovery in goods 
and labor supply accelerate.  

We are not making Omicron-related changes to our forecasts until the likelihood n

of these scenarios has become somewhat clearer. 
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Omicron and Global Growth 
 
 

Last Friday, the WHO designated Omicron as a variant of concern, which hit stock 
markets and other risk assets hard.  This follows a rise in confirmed cases in South 
Africa (Exhibit 1, LHS), and a slight uptick in hospital admissions in the Gauteng province 
(RHS).  

 

Scientists have detected about 30 changes to the spike protein, which binds to cells in 
the body and is the target of current vaccines.  The transmissibility, degree of protection 
from vaccines and prior infections, and disease severity of Omicron will shape its 
potential economic impact, but remain uncertain.  We discuss four potential stylized 
scenarios for Omicron and the global economy, summarized in Exhibit 2.  

Four Scenarios 
In a first “downside” scenario, Omicron transmits more quickly than Delta and also 
evades immunity against new infections from vaccines and prior infections more.  In this 
scenario, Omicron eventually outcompetes Delta globally.  This scenario also assumes 
that Omicron evades immunity against hospitalizations only slightly more than Delta, 
and causes similarly severe disease.  

 

Exhibit 1: Cases Have Picked Up in South Africa Following a Rapid Rise in Gauteng 
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Source: JHU, https://covid-19dashboard.news24.com/ , Goldman Sachs Global Investment Research
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In this scenario, another large Q1 infection wave in many economies leads to a 
significant tightening in our global GS Effective Lockdown Index (ELI) —a combination of 
official restrictions and actual mobility data—and a sizeable GDP Q1 GDP hit, which we 
estimate below.  This hit to activity then gradually abates starting in the spring, as 
antivirals and redesigned vaccines are distributed.  Inflation is probably below our 
current forecast in services and energy (because of weaker demand) but above our 
current forecast in goods (because of weaker supply), with an ambiguous net impact on 
overall CPI inflation. 

In a second and less likely “severe downside” scenario, both disease severity and 
immunity against hospitalizations are substantially worse than for Delta.  In this 
scenario, global growth is significantly lower than in the first downside scenario given 
more intense hospital pressures, severe restrictions, and consumer fear.  The net overall 
inflation impact is again ambiguous although the moves in energy and services inflation 
(down) and in goods inflation (up) are larger. 

In a third “false alarm” scenario, Omicron spreads less quickly than Delta, and has no 
significant effects on global growth and inflation.  In this scenario, the sharp rise in 
reported Omicron cases in Gauteng may reflect skewed sequencing, other data issues, 
or superspreading events.  Finally, any ability of Omicron to outcompete Delta in South 
Africa does not necessarily carry over to other geographies with higher 
vaccination/lower prior infection rates.  

In a fourth “upside” scenario, Omicron is slightly more transmissible but causes much 
less severe disease.  In this speculative “normalization” scenario, a net reduction in 
disease burden leaves global growth higher than in our baseline.  In this scenario, global 
inflation likely declines more quickly than in our baseline scenario because the 
rebalancing of demand from goods to services, and the recovery in goods and labor 
supply accelerate.  

 

Exhibit 2: Four Scenarios for Omicron, Growth, and Inflation 
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Source: Goldman Sachs Global Investment Research
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Quantifying Growth in the Downside Scenario 
We next estimate the growth effects in our first “downside” scenario in two steps.  

The first step is that we assume that another large infection wave in Q1 leads to a 5pp 
peak tightening in our global ELI in March (Exhibit 3).  The March peak would broadly 
match the 3-4 months it took Delta from accelerating in India to driving global waves.  
The 5pp tightening would look similar to the combined contributions to the global ELI 
from Delta waves in India last spring and in many other economies last summer, and to 
about half of the tightening associated with Alpha last winter.1  

 

The assumed ELI tightening to the degree observed in the “Delta” wave reflects 
broadly offsetting developments.  On the negative side, this scenario assumes Omicron 
increases transmissibility and immunity erosion against infections.  On the positive side, 
the population share with some immunity against hospitalizations has risen substantially 
further since the Delta wave, because of prior infection and vaccinations (including 
boosters).  

In this scenario, advanced economies also distribute redesigned mRNA vaccines and 
antiviral pills in the spring, supporting gradual ELI leasing.  The ELI level, however, 
remains tighter than in the absence of Omicron.  This reflects, in part, more periodic 
regional tightening to control nascent outbreaks in China. 

The second step of our analysis is that we assume that a 10pp ELI tightening reduces 
GDP by 1.9%.  This sensitivity is slightly lower than our updated estimate using 
2021Q2-Q3 GDP data.  The impact of the ELI on GDP has declined over time, and will 
likely edge down further, reflecting adaptation mechanisms of businesses and 
consumers such as e-commerce and working from home and lockdown fatigue. 

In this downside scenario, global growth in Q1 slows to a 2% quarter-on-quarter annual 
rate, 2½pp below our current forecast, but reaccelerates in the summer.  Growth in 
2022 as a whole is 4.2%, 0.4pp below our current 4.6% forecast.  The level of real GDP 
also remains somewhat lower throughout 2022 due to more frequent regional 

1  The estimated effects of strains on the ELI fully attribute monthly ELI deviations from the gradually 
declining trend in November 2020-January 2021 to Alpha, and in May and August 2021 to Delta. 

 

Exhibit 3: In our Downside Scenario, Omicron Causes a 5pp Peak Global ELI Tightening in March 

0

1

2

3

4

5

6

0

1

2

3

4

5

6

Oct-21 Dec-21 Feb-22 Apr-22 Jun-22 Aug-22 Oct-22 Dec-22

Downside Scenario: Potential Impact of Omicron on GS Global* 

Effective Lockdown Index

Index Points Index Points

0

10

20

30

40

50

60

0

10

20

30

40

50

60

Jan-20 Apr-20 Jul-20 Oct-20 Jan-21 Apr-21 Jul-21 Oct-21

GS Global* Effective Lockdown Index Index, 7DMA Index, 7DMA

*PPP weighted.

Alpha 

spreads Delta 

spreads

Delta 

spreads

outside 

India

 
 

Source: Goldman Sachs Global Investment Research
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tightening in China.  In contrast, growth in 2023 is 3.8%, 0.3pp above our current 
forecast.  The cumulative GDP shortfall through 2022Q4 of 1.7% is similar to the 1.4% 
shortfall in our European economics team’s winter downside scenario. 

 

The upshot is that Omicron could have sizeable growth effects, but that the range of 
medical and therefore economic outcomes remains unusually wide.  Given this and the 
possibility of a “false alarm”, we are not making Omicron-related changes to our growth, 
inflation, and monetary policy forecasts until the likelihood of these scenarios has 
become somewhat clearer.  

Daan Struyven

 

Exhibit 4: A 2½pp Omicron Hit to Annualized Global Growth in 2022Q1 in Downside Scenario 
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Source: Goldman Sachs Global Investment Research
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This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or 
performance of, or provide analysis of, individual companies within any industry or sector we describe. 

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the 
investment theme being discussed and is not a recommendation of any such security in isolation. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be 
illegal. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of 
individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them 
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. 
Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and 
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https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018. 
Transaction costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation 
will be supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment 
Research division of GS may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic 
publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2021 Goldman Sachs.  

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written 
consent of The Goldman Sachs Group, Inc.  
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