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COVID-19: The Global Shutdown

In the first months of 2020, a pandemic overwhelmed the world. COVID-19, commonly known as
the coronavirus, spread from China and created a severe public health emergency across countries. On
March 12, 2020, COVID-19 was declared a pandemic.

The outbreak affected all facets of society. First and foremost, people worried about the potential
number of fatalities and sick patients. Concerns about overwhelming the health care system led
countries to enforce measures to spread out the impact of the virus on the population at any point in
time. As there was no cure or vaccine for the virus as of 2020, society needed to rely on the actions of
all people to keep cases at a manageable number over time. The concept of “flattening the curve” came
out of dire situations in China and Italy, where so many people had coronavirus at any one point in
time that hospital beds were overrun and protective equipment could not be replenished in time for
medical staff and other essential workers to safely attend to patients. Policies to flatten the curve would
delay the peak of the crisis, buying time for hospitals to take care of the sick and world scientists to
develop better treatments and hopefully discover a vaccine. Bringing the number of infected cases to a
manageable level relied heavily on actions that limited interactions between people. To enforce this
process, multiple governments closed restaurants, public spaces and private activities.

Economically, the virus produced a major shock, first through China’s initial contraction of the
disease at the start of 2020. Then workplace absences disrupted supply chains, creating a supply shock
in the global economy. Flights were canceled and often banned between countries, and passenger
temperature checks were taken at airports and other transport hubs. Large-scale events were cancelled,
quickly followed by even small gatherings. Businesses closed and communities had to redefine
socializing to be limited to virtual interactions. Many governments imposed mandatory closures of
activities deemed nonessential, forcing individuals to stay home. Lower consumer demand, investment
uncertainty, and liquidity constraints for firms and individuals produced a demand shock. The world
went into a state of unprecedented shutdown. World trade, tourism, capital flows, remittances, and
commodity prices collapsed. Prior to the coronavirus outbreak, the global GDP growth rate for 2020
was expected to be close to 2.3%. As of April 2020, multilateral organizations estimated that GDP would
contract by 3% - way worse than the 0.1% contraction of 2009, and the deepest dive since the Great
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Depression (See Exhibits 12 and 2).! Three months into 2020, the economy had tanked even lower than
in 2008 - indeed, what the International Monetary Fund (IMF) labeled “the Great Lockdown” had
induced what would be known as the “mother of all crises”.

While an immediate fear of the disease’s impact on human life permeated society, the world battled
another concern for the severe economic downturn that was brought about by attempts to suppress
the virus. As Harvard Professor Carmen Reinhart noticed, “this time was truly different.”? How much
were policymakers and individuals willing to give up in order to keep their communities safe? Was
there a terrible choice - either damage livelihoods through extended lockdowns, or sacrifice thousands
or even millions of lives to the virus - or were policies reinforcing? What policy options existed to
mitigate the financial and economic distress of containment, and what factors did different countries
weigh in deciding which paths to choose? What was the role of government, businesses, communities
and individuals? After the worst of the health crisis was mitigated, what kind of shape would world
economies take?

The Pandemic: Impact of the Virus

Coronaviruses were a type of virus that could cause acute symptoms and illness in animals or
humans. Coronaviruses such as the Middle East Respiratory Syndrome (MERS) and Severe Acute
Respiratory Syndrome (SARS) were known to cause severe infections.?> COVID-19 was the most recent
disease, identified in December 2019 in Wuhan Hubei Province, China (see Exhibit 3). On January 7,
2020, Chinese authorities isolated the new type of coronavirus, and the genetic sequenced was shared
on January 12, 2020.# The first lab-confirmed case outside of China was diagnosed in Thailand on
January 13, 2020, with confirmed cases then spreading to Japan (January 16) and South Korea (January
20). The first case reported in the United States was of a  35-year-
old man in Snohomish County, Washington, who had returned from a trip to Wuhan (January 21).5
From then on, the diseased spread worldwide at an exponential rate. On February 11, the World Health
Organization (WHO) officially named the disease COVID-19 - an acronym for “coronavirus disease
2019.6 It was not until March 11, 2020 that the WHO declared it a “Public Health Emerging of
International Concern.” The delay in declaring a pandemic - a disease that spreads across multiple
countries around the world at the same time - and the role of General Director Tedros Adhanom
Ghebreyesus, was widely criticized.” By the end of April 2020, there were active COVID-19 cases in
187 countries (See Exhibit 4P).

According to the WHO, the Center of Disease Control and Prevention (CDC) and John Hopkins
Medicine, COVID-19 symptoms included dry cough, fever, shortness of breath, muscle aches,
tiredness, sore throat, unexplained loss of taste or smell, diarrhea and headaches. COVID-19 could be
severe and caused deaths. Some people became infected and were asymptomatic, while others became
seriously ill. In some cases, COVID-19 led to severe respiratory problems, kidney failure, heart
problems, blood clots or death. Older people, and those with pre-existing medical conditions such as
heart and lung problems, diabetes, high blood pressure, or cancer, were at higher risk of developing
serious symptoms.® Authorities cautioned, however, that “anyone who caught COVID-19 could
become seriously ill”, with younger populations and even children dying from the disease. °

2 International Monetary Fund Data Mapper - For live wupdates of real GDP growth, see:

https:/ /www.imf.org/external/datamapper/ NGDP_RPCH@WEO/OEMDC/ ADVEC/WEOWORLD

b Johns Hopkins COVID-19 Dashboard - This map tracks COVID-19 cases, including recoveries, deaths and current cases. For
live updates, see: https:/ /coronavirus.jhu.edu/map.html.
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The new coronavirus spread from person to person, mainly through respiratory droplets. It was
noted that people with very mild symptoms of COVID-19 or no symptoms could transmit the virus,
hampering tracing and containment. The WHO noted that “People can catch COVID-19 if they breathe
in these droplets from a person infected with the virus. This is why it is important to stay at least 1
metre (3 feet) away from others. These droplets can land on objects and surfaces around the person
such as tables, doorknobs and handrails. People can become infected by touching these objects or
surfaces, then touching their eyes, nose or mouth.” 10

As of 2020, there was no COVID-19 vaccine and few proven treatments. Research on the virus was
carried out by universities, labs, biotechnology, pharma and health care companies in what became a
race against time to understand how the virus spread, its effects, and treatments using traditional and
experimental approaches (See Exhibit 5¢). Within months of the spread of the disease, several firms
had attempted promising trials.!! Cambridge-based Moderna started clinical trials on March 15, 2020
using RNA technology. The company made a pact with Lonza Group AG to manufacture 1 billion
doses of experimental vaccines a year.'? Inovio prototyped DNA technology while Novavax and
Johnson & Johnson pursued more traditional approaches with the hope that existing manufacturing
capabilities would allow for faster and lower costs of scaling up vaccine production. Oxford University
was hopeful that its efforts could allow for emergency use of a potential vaccine as early as fall 2020.13
Several drugs were given emergency use approval, * such as Remdesivir, which trials showed helped
patients accelerate recovery.1®

Dr. Anthony S. Fauci, head of immunology at the National Institute of Allergy and Infectious
Diseases (NIAID) and the top infectious disease expert on the Trump Administration’s coronavirus
task force, estimated that a vaccine would not be available for mass use before 2021 and “could arrive
in at least 12 to 18 months.”1® One concern was that vaccines could inadvertently cause disease
enhancement, in which vaccinated people could develop more severe symptoms than unvaccinated
people. Animal testing of early SARS and MERS vaccines had displayed these complications.”1” Even
if a vaccine were to be developed quickly, poor countries worried about limited access to vaccines.

Health Concerns and Policies: Containment Measures

With no vaccine for COVID-19 as of 2020, the world depended on non-pharmaceutical interventions
(NPIs) to keep down rates of infection. Additional scientific and medical prevention guidelines
included frequent handwashing with soap water or alcohol-based disinfectants, coughing into the
bend of one’s elbow, staying home, and wearing face coverings.® Face coverings were already common
in many Asian countries, and were slowly included on the list of prevention measures worldwide.
COVID-19 emerged in a period of close international integration and could spread through
asymptomatic carriers, leading to faster transmission than in previous pandemics.'® As such, the rapid
global spread of COVID-19 called for unprecedented, large-scale containment.

Experts looked to the last pandemic of this magnitude - the Spanish Influenza from 1918-1920 - for
signs of what was to come. The Spanish Influenza infected one-third of the world’s population and
caused 50 million deaths worldwide, including 0.66% of the U.S. population. Research found that cities
that had implemented early and extensive NPIs suffered fewer economic consequences in the medium
term relative to other cities.?’ Another lesson was that pandemics can have long-lasting negative effects
on the economy. A reduction in the labor force, due to mortalities in 1918 and lockdowns in 2019, raised

¢ Milken Institute Vaccine Tracker - This institute tracks publicly-available information on various types of treatment and vaccine
research for COVID-19. For live updates, see: https:/ /milkeninstitute.org/covid-19-tracker.
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the ratio of capital to labor and lowered the rate of return to capital, slowing capital accumulation and
GDP growth for potentially many years.?! Additionally, pandemics historically depressed aggregate
demand and generated decades of low interest rates due to high precautionary saving and low
investment.?> The extent to which these trends applied to COVID-19 depended on decisions on
containment, fiscal policy, and monetary policy.

Society adopted “social distancing” measures to reduce human interaction and contact, with
countries adhering to this ethos with varying levels of stringency.4 Many cities, regions and nations
enforced generalized lockdowns, which was an accepted method to keep down infection rates amidst
a lack of information on who was susceptible or infected.

Other strategies involved mass testing for the virus, using representative regional samples rather
than just testing suspicious cases. Some countries also arranged contact tracing measures to track and
test people who had come into contact with the infected. However, some groups worried about the
loss of privacy implications of widespread tracing measures. COVID-19 had more severe effects on the
elderly and sick, so a less economy-striking strategy could focus on just isolating these vulnerable
populations. The tradeoff between reducing the risk of spreading the virus and achieving a sustainable
state of the economy remained a battle that each country needed to weigh.

China As the first country to be affected by coronavirus, China enforced restrictions on
movement throughout the country. The earliest known case of COVID-19 was found in Wuhan, China
on Dec 10th, 2019. It was not until December 315t that the World Health Organization (WHO) China
Country Office was informed of cases of pneumonia unknown etiology (unknown cause) detected in
Wuhan City, Hubei Province of China. From December 31¢t, 2019 through January 34, 2020, a total of
44 case-patients with pneumonia of unknown etiology were reported to the WHO by the national
authorities in China.?® During this reported period, the causal agent was not identified. The first dead
occurred on January 9t, 2020.24

Although health officials were still tracing the exact source of this new coronavirus, early
hypotheses linked the first case to a seafood market in Wuhan, China. On January 11% and 12, the
WHO received further information from China’s National Health Commission that the outbreak was
associated with exposures to one seafood market in Wuhan City.?> The Commission later noted,
however, that “the individual with the first reported case became ill on Dec. 1, 2019, and had no link
to the seafood market.” The lack of transparency and delays in reporting were widely criticized,
although many countries censured their positions.2

By mid-January, Wuhan had become the center of the epidemic, and Chinese authorities stopped
movement in and out of 16 cities in Hubei Province - a population of 60 million people. 760 million
people were ordered to stay home except to obtain groceries and medical help. Though considered
authoritarian at the time, these strict social distancing measures would soon be replicated in some form
across the world. From March 16th, anyone who arrived in Beijing from abroad had to undertake 14
days of quarantine. From March 28, the travel restriction intensified by temporarily suspending entry
of foreign nationals.?”

d Oxford’s Coronavirus Government Response Tracker - This tracker maps government responses, including containment and
closures (such as restrictions and cancellations of events, business and school closures), health responses (such as contact tracing
and testing) and economic measures (such as income support and fiscal policies) and various other data visualization tools
relating to COVID-19. For live updates, see: https:/ /www.bsg.ox.ac.uk/research/research-projects/coronavirus-government-
response-tracker.
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Italy Italy was next to be placed under the international spotlight as cases rose and the COVID-
related death toll surpassed that of China. The first case was reported on January 31st from Chinese
tourists in Rome who tested positive for the virus. A cluster in Lombardy was later confirmed, with 16
cases on February 21+, leading the spread of the virus to all regions of the country. By late March, 5,500
Italians had lost their lives and 60,000 Italians had contracted the infection, leading the government to
enforce draconian lockdown policies. Schools shut down and public gatherings were banned. On
March 10, the entire country went on national lockdown as non-essential economic activities were
closed and people were advised to stay at home except for essential purposes.?® As the first Western
country to enforce such stringent measures, Italy’s actions slowed the virus and set a precedent that
other countries would soon follow.

Iran Iranhad the next cluster of outbreaks and was one of the hardest hit countries in the Middle
East. Within seven days of its first case, Iran had 100 confirmed cases - the quickest rate of any country
at the time—including several public officials. The alarming spread occurred in part due to the
country’s decision to delay canceling public events, as the outbreak coincided with Iran’s
parliamentary election on February 21t.2° The death toll reached over 2000 in a month, and was a
sobering example of the need for rapid containment at the start of an outbreak.

United States On March 11th, the U.S. announced that it would close its borders to most
European countries. Shortly afterwards, on March 19t, the State Department advised citizens to avoid
all international travel. Individual states, beginning with California, issued stay-at-home orders to limit
social interaction in the hopes of containing the virus. New York emerged as the nation’s worst-hit
state, and accounted for almost half of all U.S. COVID-19 cases by the end of March. With its first official
case confirmed on March 1st, over half of the state’s cases were in New York City.30

The U.S. suffered from poor coordination and inconsistent messaging on containment response. At
the federal level, the country lacked a national plan. President Trump provided mixed messages,
encouraging Americans to attend Easter services and then urging people to stay indoors through the
end of April.3! The absence of nationwide coordination at the federal level was a concern among
experts. Moreover, in the United States, governors, not the White House, had the authority to enforce
social distancing restrictions. State governors held police powers to close restaurants and enforce
curfews, but local officials were reluctant to absorb the accompanying political costs without clear
federal directives. State Governors, such as New York’s Andrew Cuomo, were widely praised for their
daily briefings and handling of the crisis.?? These political conflicts created a fragmented response
across the U.S.© For example, Republican Governor Ron DeSantis of Florida delayed closing beaches to
avoid harming the tourism industry. Political scientist Scot Greer, at the University of Michigan,
pointed out that when Donald Trump was discouraging people from lockdown, DeSantis would have
little political cover to anger his pro-Trump voter base. By mid-April, the U.S. was leading the world
in coronavirus cases, with a total confirmed number of 561,000.

The European Union The European Union also seemed to be following a decentralized
approach, with countries instituting their own policies first as cases surged. On March 17th, however,
the EU announced a 30-day travel ban for most visitors from outside EU countries and enforced
restrictions on internal movement. All non-essential travel was banned from March 25t until April 3,
and people had to provide a written declaration to justify being outside. All schools, museums, food
services and retail stores were closed. The only industries that remained physically open were ones

€ Federal Reserve Bank of St. Louis Timeline of Events Related to the COVID-19 Pandemic - Documents major U.S. events and
decisions. For live updates, see: https:/ /fraser.stlouisfed.org/timeline/covid-19-pandemic.
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deemed essential, such as grocery stores, pharmacies and banks. Recreational activities were mostly
prohibited, with the exception of solo jogging near the home.?* Containment responses brought leaders
such as German chancellor and scientist Angela Merkel into the spotlight. Merkel was applauded for
her rational yet moving appeal to the notion of social cohesion, and Germany responded well by
complying with social distancing.34

Sweden enacted a relatively relaxed approach to managing COVID-19, inciting skepticism by some.
The government banned gatherings of more than 50 people, but its restrictions were lax compared to
its Nordic neighbors.® Unlike Denmark and Norway, Sweden did not close schools, cancel domestic
flights or recommend widespread social distancing. Instead, the country advised that the vulnerable
self-isolate.¢ This approach received criticism when Sweden saw a fatality rate of 7.7% of COVID-
positive people by April 8th, compared to rates of 1.5% in Norway and 3.8% in Denmark.3” Minister of
Health Lena Hallengren insisted that Sweden had considered its unique position in avoiding a national
lockdown, such as its universal healthcare access and “intensive care capacity of around 20 per cent at
national level.”3 In the meantime, the Swedish government considered devising a longer-term and
sustainable strategy.

United Kingdom The UK. distanced itself from its European partners following the outcome
to exit the EU.3° Unlike most other European countries, the U.K. initially took a bold approach of
managing the virus by attempting to establish “herd immunity”. The U.K. did not shut down large
gatherings or enforce social distancing, but instead suppressed the virus through gradual restrictions.
The theory behind “herd immunity” suggested that the U.K. could control the spread of COVID-19 if
a high enough proportion of society caught the virus and became immune. It was estimated that the
U.K. could achieve herd immunity if 60% of the population became immune to COVID-19. Simulations
of overrun hospitals and medical supplies caused the U.K. to change course on March 16t to reflect
social distancing practices in other countries. By March 20t, Prime Minister Johnson had ordered all
restaurants, gyms and public establishments to close.%’ On March 27t, Johnson announced that he had
tested positive for coronavirus.4!

Other Approaches Leaders of Brazil, Mexico and India, among others, handled containment in
ways that were ill-received by the international audience. Brazilian president Jair Bolsonaro
disregarded the outbreak as a “little flu”, opposing key ministers and 24 of 27 governors. Amid
Bolsonaro’s threats to fire Health Minister Luiz Henrique Mandetta and insistence that isolation would
cost jobs, “the governors across Brazil have never been as united as we are now,” said Sao Paulo
governor Jodo Doria, who advocated for self-isolation.#> Mexico’s social distancing measures were
similarly initiated by mayors and governors, not the national government. Through the end of March,
President Obrador urged Mexicans not to fear COVID-19 and advised to “continue taking your family
out to eat...because that strengthens the economy.”* India’s prime minister took the pandemic
seriously, but also incited criticism. On the evening of March 24t, Prime Minister Narendra Modi
announced onerous restrictions that would come into force four hours later. The sudden
announcement caught people off guard, especially as all businesses - including grocery stores and
pharmacies - were immediately closed.** This raised concerns for especially the most vulnerable
members of society, who would not have the means to survive at least three weeks of limited access to
food and basic needs.

The African continent was one of the last to see cases of the virus. Although the spread seemed
more limited, the WHO was concerned about limited testing capacities. Director John Nkengasong of
the Africa Centers for Disease Control and Prevention stated that the organization had a target of
conducting 1 million tests in Africa over four weeks and 10 million over four months starting in late
April, but that reaching these goals would be challenging in African countries due to strained testing
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capacities. “It is an uphill battle to build health systems while you need them...That is what we are
actually doing now. We are playing catch-up and that is a very, very tough thing to do.”# South
Africa’s government implemented a 21-day lockdown starting on March 26th. Nigeria issued stay-at-
home orders on March 30t for a more than month-long lockdown in major cities. On March 27th, Kenya
implemented an evening curfew that was quickly copied by Senegal, Cote d'Ivoire and Sudan.*®

Korea, Taiwan and other countries received praise for transparency of cases and rapid containment
actions. South Korea was one of the earliest countries to report cases of COVID-19. The country had
learned the importance of rapid testing in 2015 when it had experienced the largest Middle East
Respiratory Syndrome (MERS) outbreak outside of the Middle East. Between January 19 - February
18, 2020, Korea had a total of 30 cases and was lauded for its policy of widespread testing. Then a
woman known as Patient 31 passed the infection to a large number of people, showing the world how
quickly the virus could spread from just one person who interacted with crowds.*” Korea’s coronavirus
cases rose to 10,500 by mid-April. Despite the outbreak that followed Patient 31, Korea’s continued
approach of transparent testing and social distancing appeared to restrain the virus to manageable
levels.

Taiwan was also an outlier to the norm of enforcing strict social distancing mechanisms. Taiwan,
however, received international attention for its success in battling the pandemic. Due to previous
experience with SARS, Taiwan did not wait for the World Health Organization to announce a need for
action. Taiwan is not recognized as a member of the WHO due to its complicated relationship with
China. Instead, Taiwan stopped flights from China and other places with rising COVID-19 cases,
broadcasted advice on ways to avoid spreading the virus, and held frequent press conferences to
update the public.® Thanks to effective initial control of the virus, Taiwan appeared to be managing
the crisis without freezing social life.

Like Taiwan, Iceland focused its efforts on rapid testing rather than locking down the country.
Iceland’s small population allowed the government to radically test even those who showed no
symptoms.5? Though this approach seemed to successfully track the virus in time to prevent spread, it
was unclear whether countries with larger populations would be able to adopt a similar approach.

New Zealand also took advantage of its small population and island advantage to make a bold goal
- eliminate the virus altogether. The nation shut borders to nonresidents and enforced strict lockdowns.
The government’s response garnered an approval rate of 84 %, which many attributed to Prime Minister
Jacinda Ardern’s consistent yet empathetic messaging.! The high level of compliance in places such
as New Zealand and Taiwan brought attention to the importance of leadership for social cohesion. As
circumstances around the globe would attest, how leaders communicated policies seemed to be just as
important as the actual policy decisions in determining a nation’s ability to contain the virus.

Recurring Outbreaks In June 2020, South Korea was the first country to announce that it had
experienced a second wave of coronavirus outbreak.>? This raised concerns for other nations as pockets
of outbreaks began reemerging in countries that had reopened, such as Germany and China. After
having reopened, California experienced a surge of almost 75% increases in daily cases in June
compared to May.>® These attempts at reopening revealed a stark reality that reductions in outbreaks
could quickly bounce back and required community vigilance. As of July 2020, there remained
concerns that repeat “waves” of outbreaks would occur in countries in stages of reopening.
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Economic Disruption

A Supply Shock

To ease the burden on health systems, policymakers needed to enforce lockdowns to enable social
distancing. The ensuing economic effects were enormous. China’s shutdowns and slowdown in
production of goods caused a ripple effect on countries that relied on components supplied by, and
for, Chinese factories. China was the world’s largest exporter, producing close to 15% of global
products and services. In Wuhan, the epicenter of the outbreak, approximately 500 manufacturing
facilities were producing technology and consumer electronics, apparel and textiles, steel and alloys,
and others.>* As restrictions spread across China, firms all over the world, from Hyundai and Chrysler
to Apple, were impacted. Forbes reported that 95% of Fortune 1000 firms were seeing supply chain
disruptions.®® The U.N. Conference on Trade and Development announced that worldwide foreign
direct investment was on track to decline by 40% in 2020, which would cause “lasting damage to global
production networks and supply chains.” 5

An additional burden on the global market took the form of a lack of supply of medical equipment.
In a short period, restrictions spread to an increasing range of products, beginning with personal
protective equipment and later expanding to medicines. Global shortages prompted the European
Commission to launch an accelerated joint procurement procedure with 26 Member States.5”

As in the past, governments looked to businesses to assist with meeting the need for equipment.
Among others, GE and Ford revamped their production lines to produce hand sanitizers and
respirators.®® Businesses such as Uber offered discounted rides to healthcare workers, and banks
worked with small businesses to defer credit card payments and provide grant programs.>® Of course,
the ultimate help that the world sought was a vaccine, which could also come from the private sector.

Social distancing and the closing of borders disrupted even essential supply chains, sometimes in
unexpected ways. Countries such as the U.K. depend on seasonal migrant workers to undertake jobs
such as fruit picking. In normal years, the U.K. receives 80,000 overseas workers to pick crops. By April
2020, only a third of the usual number of migrant pickers had arrived. Concordia, a work placements
charity, attributed the drop to the fact that “the candidate is unable to accept the length of contract, that
the farm is too far away from their home, that they don’t want to travel [or] commute, care
responsibilities that prevent full-time work or that they only want to do part-time work.”% The U.S.
and Canada’s agricultural production depended on pollination via imported queen bees from countries
such as Australia and Chile. Restrictions on flights and on the movement of beekeepers between states
jeopardized this process.®!

In late April, Tyson Foods, the largest U.S. meat company, warned that slaughterhouse closures due
to the virus could break the meat supply chain. Donald Trump issued an executive order to require
meat-processing factories to stay open, but concerns of safety and liability shut down meat processing
plants and predicted a future meat shortage.®® Ironically, despite the impending food shortage,
agricultural supply chain disruptions led to food being wasted. A lack of demand from restaurants and
cafeterias forced agricultural producers to dump large quantities of food that could not be resized for
smaller household consumption. In anticipation of further increased demand, farmers smashed eggs
instead of hatching them for chicken slaughter - just one of many examples of supply chain chaos.®

In addition to disruptions to major agricultural industries, the means of food production and
distribution changed dramatically. Tufts University professor Tim Griffin estimated that pre-
coronavirus, “roughly half the food spending in the U.S. was what we call away from home.” Now he
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estimates that 90% of household food spending is used to cook at home. Farm food suppliers responded
to increased demand for home delivery and drive-by pick-ups from individual buyers rather than large
drops at grocery stores. Farm laborers, supermarket employees, and other essential workers in food
production and distribution needed to change the way they served the public to allow for social
distancing and minimal contact with products.®* All stages in the supply chain were affected by
containment measures.

A Demand Shock

For the first time since the Great Depression, both wealthy and developing economies were in
recession. According to an IMF estimate in April 2020, the cumulative output loss from the first two
years of the pandemic was projected to be $9 trillion.% Harvard economist Kenneth S. Rogoff observed
that 2020 experienced “the deepest dive on record for the global economy for over 100 years.
Everything depends on how long it lasts, but if this goes on for a long time, it’s certainly going to be
the mother of all financial crises.”® In the U.S. alone, unemployment benefit claims rose to a record-
breaking 9.9 million from March 26 - April 2, shattering the Great Recession peak of 665,000 in March
2009 and the all-time claims of 695,000 in October 1982.%7 As workers were laid off and firms stopped
investing or even went bankrupt, labor demand decreased. This combination of shocks amplified
challenges in the economy. Layoffs made it difficult for companies to hire, which slowed recovery.®
COVID-19 presented a unique challenge compared to previous crises. While the Global Financial Crisis
had similarly highlighted the dangers of increasingly intertwined economies during a crisis, it had
affected mostly developed economies, and particularly those that were tied to the U.S.®

Investors hoped that the recession would be a short-lived freeze in the economy, but others were
less optimistic. Even if the disease could be contained, the world that would emerge would be choked
with the repercussions of mass joblessness and widespread bankruptcy, which would hamper
investment and innovation. The stock market dropped in the first months of 2020 (See Exhibit 6). If the
Great Depression were any indicator, people would continue saving for years after the pandemic. With
consumer spending accounting for two-thirds of global economic activity, the aftermath of the
pandemic would see a continued drop in purchasing behavior. It seemed unlikely that social distancing
measures would disappear completely, and the ensuing effects on mental health and consumer
spending could not be projected. The world looked to China as a predictor of consumer confidence,
since it was the first country to report the virus. By March 2020, China had returned to manufacturing
but not to spending. Industrial output rebounded to almost record levels, yet shaken by job loss and
confinement, Chinese consumers spent one-sixth of the amount that they had spent on retail the
previous March.”® When Germany became the first European country to reopen shops, a similar lack
of retail spending further illustrated low consumer confidence. These early examples of reduced
spending did not bode well for the recovery of the global economy.

The drop in international demand of goods would continue to depress the economy. The World
Trade Organization (WTO) forecasted a global trade volume contraction between 13-32% compared to
the previous year. “We project that trade in 2020 will fall steeply in every region of the world and
basically across all sectors,” WTO director Roberto Azevedo said.”! Lack of demand for commodities
affected natural resource demand from copper giants Chile and Peru, zinc countries of Brazil and India,
and the oil producers of Colombia, Algeria, Mozambique and Iraq.”? By late March, oil prices alone
had declined to the lowest levels since 2003 (See Exhibit 7).73

The shutdown in China in early 2020 sunk a demand in fossil fuels. Riyadh pleaded with Moscow
to cut production and keep prices high, but such an action would only support America’s shale
industry. Moscow initially refused, and on March 7t Riyadh announced that it would continue
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production. Oil prices collapsed to a historic low, and markets quickly followed. Central banks
undertook massive efforts to keep the ensuing recession from spiraling further.” On April 12t, the
Organization of the Petroleum Exporting Countries (OPEC) reached an agreement with oil-producing
countries to cut 9.7 million barrels a day from May. The May benchmark for oil fell into the negatives,
implying that people would pay to get rid of their oil. Traders worried that the U.S. would run out of
oil storage space. These fears added to doubts that OPEC’s agreement with oil producers to cut
production would be insufficient in protecting markets from the record surplus that had resulted from
a worldwide collapse in demand due to lockdowns.” Indeed, all economies were predicted to suffer
from the effects of the pandemic.

For developing countries, the situation looked especially dire. As U.N. trade body director Richard
Kozul-Wright observed, the “economic shocks have actually hit most of [the developing countries]
before the health shocks have really begin to hit.”7® Economists expected to see collapses in access to
foreign income and capital markets (see Exhibit 8) Several factors limited access to foreign income,
including a drop in commodity prices, a halt in tourism, and collapse in remittances.”” Countries such
as Haiti, Kyrgyzstan and Nepal were highly dependent on remittances, which collapsed during the
economic recession.” Developing countries faced further challenges due to limited access to capital
markets. Countries with inflexible exchange rates struggled to adjust to access capital markets. Ethiopia
and Sri Lanka had crawling pegs, and El Salvador and Panama had dollarized exchange rates. In a
normal economy, this dependency on other currencies increased stability; during the coronavirus
crisis, however, these rigid approaches limited the countries” central banks from lending beyond short-
term emergency funds. 7

Differences in demographics and socioeconomic factors between wealthy and poorer countries also
factored into decisions about when a country needed to choose to flatten the curve or spare the
economy. Developing countries tended to have younger populations, with large informal sectors and,
in some countries, smaller networks of human interaction.8® While these factors could lessen the
severity of the effects and spread of the virus, developing countries faced additional response capacity
challenges of fewer doctors and limited hospital beds and medical supplies. With fewer resources per
capita and weaker border controls, these nations faced risks that could offset demographic advantages.

After the immediate medical capacity crisis, the predicted food shortage crisis was expected to be
particularly disastrous for developing nations. In 2019, 135 million people experienced acute food
insecurity. A UN report revealed that people weakened by existing food crises would be especially
vulnerable to the coronavirus. “We must keep critical food supply chains operating, so people have
access to life sustaining food...to keep people in crisis fed and alive,” the study said. A lack of food is
often associated with a lack of healthcare, and the report showed that African countries such as Yemen
and the Democratic Republic of the Congo would be disproportionally affected.8! A UN policy brief
also showed that the Arab region would be severely impacted due to its high dependence on food
imports and medical supplies, and estimated that 8.3 million people in the region would fall into
poverty due to the coronavirus.®?

Economic Policies

Forecasters warned that the economic impact of the pandemic would cause a deep recession.
Kristalina Georgiva, Managing Director of the IMF, described this crisis as unique because it was “more
complex, with interlinked shocks to our health and our economies that have brought our way of life to
an almost complete stop; more uncertain, as we are learning only gradually how to treat the novel
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virus, make containment most effective, and restart our economies; and truly global.”% The IMF
projected that at least 170 countries worldwide would see their income per capita fall.®

Debates on how individual countries or even counties would save their economies and return to
normal life were on everyone’s minds. When could people return to work? Which critical and least-
crowded activities be allowed to re-open? Even if leaders gradually allowed people to return to
previous lifestyles, how would the world have changed with no apparent cure for an ongoing virus?
Governments and multilateral agencies around the world reacted to these concerns with bold measures
and packages.f

Fiscal Policy

Effective fiscal policy was seen as a major factor in sustaining the economy amidst unprecedented
global lockdown. COVID-19 was not a permanent shock, but a short-term disaster. A consensus led by
multilateral organizations emerged that countries needed to spend as much as possible to mitigate the
economic costs. Long-term and non-essential expenditure was placed on halt as governments
attempted to address healthcare, unemployment and financial needs. However, countries and states
lacked a fiscal buffer due to previous expansionary policies and high debt. These existing burdens were
magnified by declined tax revenue and increased expenditure, along with other COVID-19 effects.

On March 6th, Congress passed an emergency fiscal package of $8.3 billion to target the healthcare
crisis. Additional measures soon followed to assist the labor force and free up liquidity. The U.S.
pushed back dates to pay 2019 taxes to July 15t freeing up approximately $300 billion of short-term
liquidity. In addition to healthcare bottlenecks that resulted directly from COVID-19, countries faced
fiscal stimulus needs due to lockdowns and layoffs. On March 25%, the U.S. Senate passed legislation
to approve the largest stimulus package in recent memory, which would provide $2 trillion to shield
American families and businesses from financial consequences. The legislation would allocate $116
billion to healthcare needs and equipment. It would also compensate employees who were affected by
Covid-19 due to sick leave or unemployment, and provide one-time checks of $1,200 to Americans
below certain income thresholds.® The package would also provide $350 billion in loans to small
businesses, and $500 billion in corporate aid to backstop Federal Reserve loans and assist companies
deemed crucial to national security, such as Boeing and General Electric.?” The Congressional Budget
Office projected the fiscal deficits to be the highest since 1945, and debt to be the highest in U.S. history.8

European countries also created stimulus packages to keep the economy afloat. On March 18, the
European Central Bank launched a Pandemic Emergency Purchase Program worth €750 billion, or 6.5%
of GDP, to support governments in a quick response to the virus and related challenges. EU leaders
agreed to a €25 billion investment fund to tackle COVID-related economic distress.® The European
Commission (EC) guaranteed €8 billion specifically to small and medium enterprises (SMEs) and mid-
cap firms, and provided “credit holidays” for debtors who were affected by the virus. The EC also
allocated resources to healthcare and unemployment reinsurance.

On top of resources for European countries, individual countries established fiscal injections and
programs to increase liquidity. For example, Italy allocated €25 billion, or 1.5% of GDP, to the

fIMF Policy Responses to COVID-19 - This policy tracker summarizes the severity of COVID-19 cases, and fiscal, monetary,
exchange rate and balance of payments policy responses by country. For live updates, see:
https:/ /www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19.

& For live updates of the U.S. fiscal outlook, see: https:/ /www.cbo.gov/topics/covid-19.
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pandemic. The funding contributed to the health system, supported disrupted employment, delayed
mortgage payments, and increased capacity for SME credit guarantees. Italy also deferred tax and
payment deadlines for at least March and April. Germany broadened existing programs to ease firms’
access to affordable loans, and enabled tax payment deferrals for businesses while committing targeted
funding to small firms and self-employed individuals for running costs for three months.

Among countries’ approaches to dealing with the financial repercussions of COVID-19 included
direct demand stimulus packages amounting to $5 trillion. For many countries, such as China, stimulus
took the form of income tax cuts and subsidies for individuals and small businesses that were impacted
by business shutdowns.® China’s government planned to increase its budget deficit by up to 4% of
GDP when the 2020 budget was passed in April.*

Another approach that was taken in tandem with some direct stimulus packages was establishing
programs to combat unemployment." Controversial short-term work subsidies allowed employers
who experienced temporary reductions in demand to weather these periods without the costly process
of laying off and then rehiring their employees. Many countries, including Denmark, Ireland, Japan,
the U.S. and U.K. implemented these policies. Australian economists even went so far as to estimate
that their government’s employer wage subsidy “saved” between 686,000 and 1 million jobs.°! The
negative side to preserving short-term work was that it could prevent workers from pivoting to high-
productivity firms during recessions. The policy debate between meeting short-term versus medium-
term needs continued as the results of workforce-preserving subsidies emerged.

Monetary Policy

Since the Global Financial Crisis in 2008, the world economy had depended heavily on government
stimulus. Central banks created markets and distributed property rights, injecting monetary stimulus
into the economy, and companies had borrowed significant amounts coming into 2019.2 As during the
GFC, the negative economic growth from COVID-19 was expected to last at least a year. Additionally,
both crises necessitated a coordinated global response as international trade and commodities tanked.*

U.S.Fed Countries took similar approaches to monetary policy, slashing interest rates on loans.
In the U.S,, the Fed lowered bank loan rates and temporarily relaxed regulatory requirements in order
to encourage bank lending. The period in March 2020 was reminiscent of March 2009, when the U.S.
tackled a severe recession by cutting interest rates to near zero percent.”* The Fed cut the target rate for
funds by 1.5 percentage points since March 3 to 0-0.25%, and purchased $500Bn of Treasuries and
$200Bn of agency MBS. On March 234, the Federal Open Market Committee (FOMC) announced credit
erasing measures and established two facilities - the Primary Market Corporate Credit Facility
(PMCCF) and the Secondary Market Corporate (SMCCF) - to support credit to large firms. Combined
with the new Term Asset-Backed Securities Loan Facility (TALF), these facilities would enable up to $5
trillion of Fed purchases. The FOMC lowered the discount rate on primary credit and extended lending
term discounts to 90 days. The Fed used $1.3 trillion of common equity and $2.9 trillion in high-quality
liquid assets to encourage banks to tap their capital and liquidity buffers. The Fed also purchased large
amounts of securities - a tactic employed during the Great Recession to allow credit to continue to
flow. The Fed pledged an open-ended overall amount of securities but announced that in the first week

h Harvard Kennedy School Employment Response Tracker - This tracker observes government policies for supporting
employment. For live updates, see: https:/ /www.hks harvard.edu/centers/ wiener/ programs/ project-on-workforce/covid-19-
employment-response.
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of the new program, it would purchase $375 billion in Treasury securities and $250 billion in mortgage-
backed securities.*®

The Fed also instituted enormous lending facilities to support banks and businesses. Among these,
the new Primary Corporate Credit Facility (PMCCF) supported credit for large employers to issue new
bonds and loans, with the option to defer interest and principle payments for six months.% The Main
Street Lending Program supported lending to small and medium-sized businesses that were in good
financial standing pre-coronavirus.?” To support state and local governments, the Fed established the
Municipal Liquidity Facility to purchase up to $500 billion of short-term notes to support counties and
cities.”® In addition to similar new programs, the Fed also re-launched crisis-era lending facilities such
as the Money Market Mutual Fund Liquidity Facility (MMLF) to ease the flow of credit to households
and businesses.” Created during the 2008 Financial Crisis, the MMLF enabled banks to take out loans
that would not count against their leverage and capital requirements.

One suggestion for improving liquidity was to increase the number of countries with access to
Federal Reserve swap lines, which provided credit for central banks to meet their day-to-day
operations. In this way, struggling banks could maintain their reserve requirements in times of crisis,
which would also assure investors and banks that it is safe to trade in a currency. The Federal Reserve
cut lending rates for central banks from Canada, England, the Eurozone, Japan, and Switzerland, and
extended swap lines to include the central banks of Australia, Brazil, Denmark, Korea, Mexico, New
Zealand, Norway, Singapore, and Sweden.1®

Europe The European Central Bank (ECB) chose a different approach from major central banks
such as the Bank of England and Federal Reserve. Rather than cut key interest rates, the ECB instituted
cheap loans for banks and increased bond purchases from a bond-buying program of €20 billion to
€120 billion.! 1% Despite these actions to induce confidence in the market, European stock indexes
continued to fall and yields increased on 10-year Italian government bonds. The ECB additionally
signaled flexible treatment of bad-loan portfolios among European banks by allowing lenders to tap
capital and liquidity buffers.

Emerging Markets Emerging markets also tackled the negative effects of the crisis by focusing
on liquidity. As in past crises, governments and central banks interfered with interest and loan rates in
attempts to keep markets running (See Exhibit 9). From the 2014 oil shock to Shanghai’s stock market
plunge in 2015, the economy had relied on monetary injections and policies to recover. For example, in
2015 the People’s Bank of China (PBC) had injected $101 billion into the economy, reduced reserve
requirements by 50 basis points to 18%, and cut the one-year benchmark bank lending rate by 25 basis
points to 4.6%.1%2 The PBC took a similar approach in 2020, issuing 2-3% of special central government
bonds in addition to local government bonds.!® The PBC delayed loan payments for SMEs and
households, supported bond issuance to finance SME lending, and eased housing policies by local
governments. China also raised the ceiling on cross-border financing by 25% for banks and enterprises.
On March 30th, the People’s Bank of China cut interest rates on bank loans by the largest margin since
2015.1% The country also injected the equivalent of $7 billion USD into the economy, with a record-low,
7-day reverse repurchase rate of 2.20%.1% Offering funds at a lower rate would keep market interbank
rates low, thus increasing liquidity. China received a torrent of applications for debt relief from crisis-
hit “Belt and Road Initiative” countries but seemed unlikely to forgive the loans.1% Brazil’s central
bank lowered the policy rate by a historical low of 3.75%, reduced reserve requirements from 25 to 17

i For live updates of the European Central Bank response, see:

https:/ /www.ecb.europa.eu/ press/ key/date/2020/html/ ecb.sp200416~4d6bd9b9c0.en.html.
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bps, and provided loans to financial institutions backed by private corporate bonds. Its exchange rate
depreciated by 37% since the end of 2019.107

Central banks and governments bolstered economies with loans and credit. As of April 2020, 84
countries totaling 283 programs had introduced social protection and job programs relating to COVID-
19. The most common programs took the form of non-contributory social assistance (150 programs),
social insurance (91) and supply-side labor market interventions (42). Over a third of these total
programs consisted of cash transfers to people in need. For example, the Philippines introduced five
new cash programs alongside an existing program.'® Even countries that had not introduced new
programs modified existing interventions. Many increased coverage, offered higher benefit levels,
allowed advance payments, simplified administrative requirements, or incorporated COVID-response
schemes into existing platforms.1? Interestingly, no low-income country created COVID-specific
response programs. All regions, however, provided social protection and job responses. It remained to
be seen whether the same tactics that had been used in past years could persist in the face of a yet-
incurable virus that had spread all across the world.

Other Policies

Kristalina Georgiva, Managing Director of the IMF, noted that “a global crisis like no other needs a
global response like no other.” 119 The IMF provided rapid-disbursing emergency financing of up to $50
billion for vulnerable countries. $10 billion of this amount would be at available at zero interest for low-
income countries.™ On March 314, the World Bank announced up to $12 billion in immediate support
for COVID-19 response across member countries. Over the coming months, additional funding poured
in as nations attempted to support people amid the immediate effects of the virus and containment
measures. As of May 2020, more than 90 countries had sought assistance from the IMF. The World
Bank initiated debt relief for the poorest countries, assisting 93 countries and an upcoming additional
18 countries with COVID-related health projects in April. ]

In March 2020, the U.N. called for $2.5 trillion for debt forgiveness and health recovery for the
world’s 76 poorest countries.’? On March 25t, the IMF and World Bank called on “all official bilateral
creditors to [immediately] suspend debt payments from IDA countries that request forbearance.” 113
Starting May 1%, the poorest countries that qualified for International Development Association
financing were allowed to suspend their debt payments.!* With global remittances projected to drop
by 20% in 2020, keeping remittance channels open and managing debt became crucial for the world’s
most vulnerable populations.

Along with market concerns, developing countries faced the added challenge of a public health
emergency. Population density combined with insufficient hospital infrastructure amplified the
dangers of the pandemic in poorer countries. Many feared policies aimed at restricting world trade of
medical equipment. Just seven countries accounted for 70% of ventilator exports. As leaders of nations
such as Sweden restricted exports of personal protective equipment, the implications of hoarding could
be catastrophic for countries with insufficient supplies.’® As of mid-April, less than 10% of America’s

j See https:/ /www.imf.org/en/Topics/imf-and-covid19/ COVID-Lending-Tracker for live updates of IMF support to countries
and https:/ /maps.worldbank.org for an interactive map of the World Bank COVID-19 projects.
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stimulus spending was for the healthcare sector, despite a desperate need for funds to compensate for
a fragmented healthcare system.k116

The World After COVID-19

The world was in shock as the virus death toll rose, unemployment skyrocketed, and people were
confined to their homes. Some experts questioned why many countries seemed so unprepared for the
pandemic, considering experts and government officials had raised concerns about pandemics for
years. Virologist Stephen Morse coined the term “emerging viruses” in a series of academic papers in
1990, where he warned about the devastating implications of viral epidemics.'” In 2012, a survey from
the World Economic Forum and Accenture assessed the risk of a disruption in the global supply chain
and included “Pandemic” among the 18 categories of plausible risk.!!8 It assigned a probability of 11
percent to such a pandemic (against, for instance, 19 percent assigned to global energy shortage or 17
percent assigned to shortage of labor), making the probability of a pandemic not unlikely. In 2015, Bill
Gates shared a model of how a flu epidemic could spread, inciting journalist Ezra Klein to write that
“a pandemic disease is the most predictable catastrophe in the history of the human race, if only
because it has happened to the human race so many, many times before.” 1 There was no shortage of
warnings, yet the world was surprised by COVID-19.

Even amidst immediate concerns for the health of loved ones, people wondered how the world
would change once the COVID-19 crisis was over. How would social interactions transform as
generations scarred by the pandemic moved on with their lives? Would the economy ever recover from
a long period of uncertainty and joblessness?

Countries began discussing how to gradually reopen the economy. On April 20th, Germany
allowed smaller stores to open after a month-long shutdown.'” Gyms, restaurants, and large stores
remained closed, but Europe’s biggest economy planned to open schools, beginning with older
students, on May 4th.121 On April 14t, Italy opened bookstores and laundromats, the Czech Republic
opened athletic stadiums at limited capacities, and many non-essential employees in Spain returned to
work. Norway prioritized reopening schools, allowing kindergartens to open from April 20t and
young students to resume school a week later.'?? Iran, the Middle East’'s worst-hit country, opened
low-risk businesses from April 18t in the capital. While prevention measures remained in most of
China, Wuhan eased restrictions on outbound travel on April 8%, after a 76-day lockdown.!? In the
U.S,, state decisions to reopen remained uncoordinated. Georgia, Alaska and Oklahoma were among
the first to reopen restaurants and businesses. Georgia especially came under the spotlight as gyms and
personal-care businesses opened on April 24th, 124

Former U.S. Treasury Secretary Larry Summers attributed the drop in economic performance not
to lockdown policies, but to the virus itself. “You can open up the economy all you want, but when
they’re hiring refrigerator trucks to deliver dead bodies to transport them to the morgues, not many
people are going to go out of their houses...so blaming the economic collapse on the policy, rather than

k Harvard Coronavirus Economic Tracker - This global policy tracker collects real-time data on fiscal policy, monetary policy,
and lockdowns relating to COVID-19. For live updates, see: https:/ /projects.iq.harvard.edu/ covidpt/ global-policy-tracker.

Oxford’s Coronavirus Government Response Tracker - This tracker maps government responses, including containment and
closures (such as restrictions and cancellations of events, business and school closures), health responses (such as contact tracing
and testing) and economic measures (such as income support and fiscal policies) and various other data visualization tools
relating to COVID-19. For live updates, see: https:/ /www.bsg.ox.ac.uk/research/research-projects/ coronavirus-government-
response-tracker.
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on the problem, is fallacious in the same way that observing that wherever you see a lot of oncologists,
you'll tend to see a lot of people dying of cancer and inferring that that means that oncologists kill
people.” 125 While some urged political leaders to reopen the economy even for temporary economic
relief, Summers responded, “Yeah we could create a near-term bit of economic growth by letting it all

go, but if that leads us back to the widespread spread of contagious disease, ultimately we're going to
be behind.”

The COVID-19 pandemic inflicted high costs to well-being and the economy. The world had
changed dramatically over just a few months, where people faced a reality that a small handful of
infected people could spread to thousands in just a few days. The initial period of containment needed
to eventually transition into a second period of recovery, and policymakers debated how to ease
restrictions while maintaining social distancing and public safety. As people spent weeks and even
months holed up at home, limited to conveying their fears through virtual means, they wondered what
“normal” would look like in a world post-coronavirus.
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Exhibit1 Real GDP Growth (Annual Percent Change)
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Source: “Real GDP Growth,” IMF Datamapper, World Economic Outlook, May 4, 2020.
https:/ /www.imf.org/external/ datamapper/ NGDP_RPCH@WEO
/OEMDC/ADVEC/WEOWORLD, accessed May 4, 2020.
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Exhibit2 Economic Growth Projections

The COVID-19 pandemic will severely impact

growth across all regions. PROJECTIONS
{real GDP, annual percent change) 2019 2020 2021
World Output
Advanced Economies
United States 2.3 -5.9 4.7
Euro Area ke -7.5 4.7
Germany 0.6 -7.0 52
France 1.3 -7.2 45
Italy 0.3 -9.1 4.8
Spain 2.0 -8.0 4.3
Japan 0.7 -5.2 3.0
United Kingdom 1.4 -6.5 4.0
Canada 1.6 -6.2 4.2
Other Advanced Economies 2 [irs -4.6 4.5
Emerging Markets and Developing Economies
Emerging and Developing Asia 5.5 1.0 85
China 6.1 1.2 9.2
India 4.2 1.9 7.4
ASEAN-5 4.8 -0.6 7.8
Emerging and Developing Europe 2.1 -5.2 4.2
Russia 1.3 -5.5 3.5
Latin America and the Caribbean 0.1 -5.2 34
Brazil 1.1 -5.3 2.9
Mexico -0.1 -6.6 3.0
Middle East and Central Asia 1.2 -2.8 4.0
Saudi Arabia 0.3 =2.3 2.9
Sub-Saharan Africa 3.1 -1.6 4.1
Nigeria 2.2 -34 24
South Africa 0.2 -5.8 4.0
Low-Income Developing Countries 5.1 0.4 5.6

Source: “Latest  World Economic Outlook  Growth  Projections,” IMF, World Economic Outlook,
https:/ /www.imf.org/en/Publications/ WEO/ Issues/2020/04 /14 / weo-april-2020, accessed May 4, 2020.
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Exhibit 3 Timeline of Events

COVID-19: Timeline of a Pandemic

Dec. 31 Jan. 9 Jan. 13
Pneumonia cases The first death The first case
of unknown from COVID-19 outside of China
cause occurring occurs in Wuhan. is reported in
in Wuhan are Thailand.
reported to the
WHO China.

Jan. 31 Jan. 30 Jan. 23 Jan. 21
Italy's first cases WHO declares China closes off The CDC
are confirmed in COVID-19to be a Wuhan, cancel- confirms the first
Rome. global health ing events and U.S. case in
emergency. suspending Washington
travel. State.

Feb. 19 Feb. 29 March 9
Iran confirms its The U.S. records Italy goes into
first case. its first death in lockdown.
Washington
State.

Source: Created by casewriter, May 4, 2020.
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Jan. 16
Japan confirms
its first case.

Jan. 20
South Korea
confirms its first
case.

March 11
WHO declares
COVID-19 a
pandemic.
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Exhibit4 Total Confirmed COVID-19 Cases Per Million People

Nodata 0O 5 10 50 100 500 1.000 2,000 »5,000
I I

Source: European CDC - Situation Update Worldwide - Last updated 4th May. 11:45 (London time) CurWorldInDataorg/coronavirus « CC BY

Source: Our World in Data, https://ourworldindata.org/grapher/total-confirmed-cases-of-covid-19-per-million-
people?year=2020-05-04, accessed May 4, 2020.

Exhibit5 Count of Treatments and Vaccines
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Source:  FasterCures, a center of the Milken Institute, May 4, 2020, https:/ / milkeninstitute.org/covid-19-tracker.
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Exhibit 6 Stock Market in 2020
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Source: Bloomberg, 27 April, 2020, accessed May 4, 2020.

Exhibit 7 Crude Oil Prices
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Exhibit8 Stress Episodes for Capital Flows
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Source: Institute of International Finance, © 2020, https://www.iif.com/Publications/ID/3829/11F-Capital-Flows-Tracker-
The-COVID-19-Cliff, accessed May 4, 2020.

Exhibit 9 Non-Resident Portfolio Flows to Emerging Markets
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1

In the first months of 2020, a pandemic overwhelmed the world. COVID-19, commonly known as the coronavirus, spread from China and created a severe public health emergency across countries. On March 12, 2020, COVID-19 was declared a pandemic.

The outbreak affected all facets of society. First and foremost, people worried about the potential number of fatalities and sick patients. Concerns about overwhelming the health care system led countries to enforce measures to spread out the impact of the virus on the population at any point in time. As there was no cure or vaccine for the virus as of 2020, society needed to rely on the actions of all people to keep cases at a manageable number over time. The concept of “flattening the curve” came out of dire situations in China and Italy, where so many people had coronavirus at any one point in time that hospital beds were overrun and protective equipment could not be replenished in time for medical staff and other essential workers to safely attend to patients. Policies to flatten the curve would delay the peak of the crisis, buying time for hospitals to take care of the sick and world scientists to develop better treatments and hopefully discover a vaccine. Bringing the number of infected cases to a manageable level relied heavily on actions that limited interactions between people. To enforce this process, multiple governments closed restaurants, public spaces and private activities. 

Economically, the virus produced a major shock, first through China’s initial contraction of the disease at the start of 2020. Then workplace absences disrupted supply chains, creating a supply shock in the global economy. Flights were canceled and often banned between countries, and passenger temperature checks were taken at airports and other transport hubs. Large-scale events were cancelled, quickly followed by even small gatherings. Businesses closed and communities had to redefine socializing to be limited to virtual interactions. Many governments imposed mandatory closures of activities deemed nonessential, forcing individuals to stay home. Lower consumer demand, investment uncertainty, and liquidity constraints for firms and individuals produced a demand shock. The world went into a state of unprecedented shutdown. World trade, tourism, capital flows, remittances, and commodity prices collapsed. Prior to the coronavirus outbreak, the global GDP growth rate for 2020 was expected to be close to 2.3%. As of April 2020, multilateral organizations estimated that GDP would contract by 3% – way worse than the 0.1% contraction of 2009, and the deepest dive since the Great Depression (See Exhibits 1[footnoteRef:1] and 2).[endnoteRef:1] Three months into 2020, the economy had tanked even lower than in 2008 – indeed, what the International Monetary Fund (IMF) labeled “the Great Lockdown” had induced what would be known as the “mother of all crises”. [1:  International Monetary Fund Data Mapper – For live updates of real GDP growth, see: https://www.imf.org/external/datamapper/NGDP_RPCH@WEO/OEMDC/ADVEC/WEOWORLD]  [1:  Gopinath, Gita, “The Great Lockdown: Worst Economic Downturn Since the Great Depression,” IMF Blog, April 14, 2020. https://blogs.imf.org/2020/04/14/the-great-lockdown-worst-economic-downturn-since-the-great-depression/?utm_medium=email&utm_source=govdelivery, accessed April 2020.] 


While an immediate fear of the disease’s impact on human life permeated society, the world battled another concern for the severe economic downturn that was brought about by attempts to suppress the virus. As Harvard Professor Carmen Reinhart noticed, “this time was truly different.”[endnoteRef:2] How much were policymakers and individuals willing to give up in order to keep their communities safe? Was there a terrible choice – either damage livelihoods through extended lockdowns, or sacrifice thousands or even millions of lives to the virus – or were policies reinforcing? What policy options existed to mitigate the financial and economic distress of containment, and what factors did different countries weigh in deciding which paths to choose? What was the role of government, businesses, communities and individuals? After the worst of the health crisis was mitigated, what kind of shape would world economies take?  [2:  Reinhart, Carmen, “This Time Truly Is Different”, Project Syndicate, March 23, 2010. https://www.project-syndicate.org/commentary/covid19-crisis-has-no-economic-precedent-by-carmen-reinhart-2020-03, accessed April 2020. ] 


The Pandemic: Impact of the Virus 

Coronaviruses were a type of virus that could cause acute symptoms and illness in animals or humans. Coronaviruses such as the Middle East Respiratory Syndrome (MERS) and Severe Acute Respiratory Syndrome (SARS) were known to cause severe infections.[endnoteRef:3] COVID-19 was the most recent disease, identified in December 2019 in Wuhan Hubei Province, China (see Exhibit 3). On January 7, 2020, Chinese authorities isolated the new type of coronavirus, and the genetic sequenced was shared on January 12, 2020.[endnoteRef:4] The first lab-confirmed case outside of China was diagnosed in Thailand on January 13, 2020, with confirmed cases then spreading to Japan (January 16) and South Korea (January 20). The first case reported in the United States was of a 35-year-old man in Snohomish County, Washington, who had returned from a trip to Wuhan (January 21).[endnoteRef:5] From then on, the diseased spread worldwide at an exponential rate. On February 11, the World Health Organization (WHO) officially named the disease COVID-19 – an acronym for “coronavirus disease 2019.[endnoteRef:6]  It was not until March 11, 2020 that the WHO declared it a “Public Health Emerging of International Concern.” The delay in declaring a pandemic – a disease that spreads across multiple countries around the world at the same time – and the role of General Director Tedros Adhanom Ghebreyesus, was widely criticized.[endnoteRef:7]  By the end of April 2020, there were active COVID-19 cases in 187 countries (See Exhibit 4[footnoteRef:2]). [3:  “Q&A on coronaviruses (COVID-19),” World Health Organization, April 17, 2020. https://www.who.int/news-room/q-a-detail/q-a-coronaviruses, accessed April 2020.]  [4:  “Novel Coronavirus (2019-nCoV) SITUATION REPORT – 1,” World Health Organization, January 21, 2020. https://www.who.int/docs/default-source/coronaviruse/situation-reports/20200121-sitrep-1-2019-ncov.pdf?sfvrsn=20a99c10_4, accessed April 2020.]  [5:  Taylor, Derrick, “How the Coronavirus Pandemic Unfolded: a Timeline,” New York Times, April 28, 2020. https://www.nytimes.com/article/coronavirus-timeline.html, accessed April 2020.]  [6:  “The Illness Now Has a Name, COVID-19,” New York Times, March 12, 2020. https://www.nytimes.com/2020/02/11/world/asia/coronavirus-china.html?action=click&module=Top%20Stories&pgtype=Homepage, accessed April 2020.]  [7:  Hernandez, Javier, “Trump Slammed the W.H.O. Over Coronavirus. He’s Not Alone.” New York Times, April 8, 2020. https://www.nytimes.com/2020/04/08/world/asia/trump-who-coronavirus-china.html, accessed May 2020.]  [2:  Johns Hopkins COVID-19 Dashboard – This map tracks COVID-19 cases, including recoveries, deaths and current cases. For live updates, see: https://coronavirus.jhu.edu/map.html.] 


According to the WHO, the Center of Disease Control and Prevention (CDC) and John Hopkins Medicine, COVID-19 symptoms included dry cough, fever, shortness of breath, muscle aches, tiredness, sore throat, unexplained loss of taste or smell, diarrhea and headaches. COVID-19 could be severe and caused deaths. Some people became infected and were asymptomatic, while others became seriously ill. In some cases, COVID-19 led to severe respiratory problems, kidney failure, heart problems, blood clots or death.  Older people, and those with pre-existing medical conditions such as heart and lung problems, diabetes, high blood pressure, or cancer, were at higher risk of developing serious symptoms.[endnoteRef:8] Authorities cautioned, however, that “anyone who caught COVID-19 could become seriously ill”, with younger populations and even children dying from the disease. [endnoteRef:9]  [8:  Sauer, Lauren, “What Is Coronavirus?,” Johns Hopkins Medicine. https://www.hopkinsmedicine.org/health/conditions-and-diseases/coronavirus, accessed April 2020.]  [9:  “Q&A on coronaviruses (COVID-19),” World Health Organization, April 17, 2020. https://www.who.int/news-room/q-a-detail/q-a-coronaviruses, accessed April 2020.] 


The new coronavirus spread from person to person, mainly through respiratory droplets. It was noted that people with very mild symptoms of COVID-19 or no symptoms could transmit the virus, hampering tracing and containment. The WHO noted that “People can catch COVID-19 if they breathe in these droplets from a person infected with the virus. This is why it is important to stay at least 1 metre (3 feet) away from others. These droplets can land on objects and surfaces around the person such as tables, doorknobs and handrails. People can become infected by touching these objects or surfaces, then touching their eyes, nose or mouth.”[endnoteRef:10]  [10:  Ibid.] 


As of 2020, there was no COVID-19 vaccine and few proven treatments. Research on the virus was carried out by universities, labs, biotechnology, pharma and health care companies in what became a race against time to understand how the virus spread, its effects, and treatments using traditional and experimental approaches (See Exhibit 5[footnoteRef:3]). Within months of the spread of the disease, several firms had attempted promising trials.[endnoteRef:11] Cambridge-based Moderna started clinical trials on March 15, 2020 using RNA technology. The company made a pact with Lonza Group AG to manufacture 1 billion doses of experimental vaccines a year.[endnoteRef:12] Inovio prototyped DNA technology while Novavax and Johnson & Johnson pursued more traditional approaches with the hope that existing manufacturing capabilities would allow for faster and lower costs of scaling up vaccine production. Oxford University was hopeful that its efforts could allow for emergency use of a potential vaccine as early as fall 2020.[endnoteRef:13] Several drugs were given emergency use approval, [endnoteRef:14] such as Remdesivir, which trials showed helped patients accelerate recovery.[endnoteRef:15] [3:  Milken Institute Vaccine Tracker – This institute tracks publicly-available information on various types of treatment and vaccine research for COVID-19. For live updates, see: https://milkeninstitute.org/covid-19-tracker.]  [11:  Sheikh, Knvul and Thomas, “More Coronavirus Vaccines and Treatments Move Toward Human Trials,” New York Times, April 27, 2020. https://www.nytimes.com/2020/04/08/health/coronavirus-vaccines.html, accessed April 2020.]  [12:  Pfanner, Eric and Paton, “Vaccine Leader Signs Deal for 1 Billion Covid-19 Doses a Year,” Bloomberg, May 1, 2020. https://www.bloomberg.com/news/articles/2020-05-01/moderna-targets-1-billion-covid-19-shots-a-year-in-lonza-pact, accessed May 2020.]  [13:  Kirkpatrick, David, “In Race for a Coronavirus Vaccine, an Oxford Group Leaps Ahead,” New York Times, April 27, 2020. https://www.nytimes.com/2020/04/27/world/europe/coronavirus-vaccine-update-oxford.html, accessed April 2020.]  [14:  “Coronavirus (COVID-19) Update: FDA Issues Emergency Use Authorization for Potential COVID-19 Treatment,” U.S. Food and Drug Administration, May 1, 2020. https://www.fda.gov/news-events/press-announcements/coronavirus-covid-19-update-fda-issues-emergency-use-authorization-potential-covid-19-treatment, accessed May 2020.]  [15:  “NIH Clinical Trial Shows Remdesivir Accelerates Recovery from Advanced COVID-19,” National Institute of Allergy and Infectious Diseases, April 29, 2020, https://www.niaid.nih.gov/news-events/nih-clinical-trial-shows-remdesivir-accelerates-recovery-advanced-covid-19, accessed May 2020.] 


Dr. Anthony S. Fauci, head of immunology at the National Institute of Allergy and Infectious Diseases (NIAID) and the top infectious disease expert on the Trump Administration’s coronavirus task force, estimated that a vaccine would not be available for mass use before 2021 and “could arrive in at least 12 to 18 months.”[endnoteRef:16] One concern was that vaccines could inadvertently cause disease enhancement, in which vaccinated people could develop more severe symptoms than unvaccinated people. Animal testing of early SARS and MERS vaccines had displayed these complications.”[endnoteRef:17] Even if a vaccine were to be developed quickly, poor countries worried about limited access to vaccines. [16:  Thompson, Stuart, “How Long Will a Vaccine Really Take?,” New York Times, April 30, 2020. https://www.nytimes.com/interactive/2020/04/30/opinion/coronavirus-covid-vaccine.html, accessed April 2020.]  [17:  Sheikh, Knvul and Thomas, “More Coronavirus Vaccines and Treatments Move Toward Human Trials,” New York Times, April 27, 2020. https://www.nytimes.com/2020/04/08/health/coronavirus-vaccines.html, accessed April 2020.] 


Health Concerns and Policies: Containment Measures

With no vaccine for COVID-19 as of 2020, the world depended on non-pharmaceutical interventions (NPIs) to keep down rates of infection. Additional scientific and medical prevention guidelines included frequent handwashing with soap water or alcohol-based disinfectants, coughing into the bend of one’s elbow, staying home, and wearing face coverings.[endnoteRef:18] Face coverings were already common in many Asian countries, and were slowly included on the list of prevention measures worldwide. COVID-19 emerged in a period of close international integration and could spread through asymptomatic carriers, leading to faster transmission than in previous pandemics.[endnoteRef:19] As such, the rapid global spread of COVID-19 called for unprecedented, large-scale containment.  [18:  Sauer, Lauren, “What Is Coronavirus?,” Johns Hopkins Medicine. https://www.hopkinsmedicine.org/health/conditions-and-diseases/coronavirus, accessed April 2020.]  [19:  Frederic Boissay and Phurichai Rungcharoenkitkul, “Frederic Boissay and Phurichai Rungcharoenkitkul,” BIS Bulletin, April 17, 2020. https://www.bis.org/publ/bisbull07.pdf, accessed April 2020.] 


Experts looked to the last pandemic of this magnitude – the Spanish Influenza from 1918-1920 – for signs of what was to come. The Spanish Influenza infected one-third of the world’s population and caused 50 million deaths worldwide, including 0.66% of the U.S. population. Research found that cities that had implemented early and extensive NPIs suffered fewer economic consequences in the medium term relative to other cities.[endnoteRef:20] Another lesson was that pandemics can have long-lasting negative effects on the economy. A reduction in the labor force, due to mortalities in 1918 and lockdowns in 2019, raised the ratio of capital to labor and lowered the rate of return to capital, slowing capital accumulation and GDP growth for potentially many years.[endnoteRef:21] Additionally, pandemics historically depressed aggregate demand and generated decades of low interest rates due to high precautionary saving and low investment.[endnoteRef:22] The extent to which these trends applied to COVID-19 depended on decisions on containment, fiscal policy, and monetary policy. [20:  “How can we save lives and the economy? Lessons from the Spanish Flu pandemic,” World Economic Forum. https://www.weforum.org/agenda/2020/04/pandemic-economy-lessons-1918-flu/, accessed April 2020. ]  [21:  Frederic Boissay and Phurichai Rungcharoenkitkul, “Frederic Boissay and Phurichai Rungcharoenkitkul,” BIS Bulletin, April 17, 2020. https://www.bis.org/publ/bisbull07.pdf, accessed April 2020.]  [22:  Jorda, Oscar, “Longer-Run Economic Consequences of Pandemics,” Federal Reserve Bank of San Francisco, March 2020. https://www.frbsf.org/economic-research/files/wp2020-09.pdf, accessed April 2020.] 


Society adopted “social distancing” measures to reduce human interaction and contact, with countries adhering to this ethos with varying levels of stringency.[footnoteRef:4] Many cities, regions and nations enforced generalized lockdowns, which was an accepted method to keep down infection rates amidst a lack of information on who was susceptible or infected.   [4:  Oxford’s Coronavirus Government Response Tracker – This tracker maps government responses, including containment and closures (such as restrictions and cancellations of events, business and school closures), health responses (such as contact tracing and testing) and economic measures (such as income support and fiscal policies) and various other data visualization tools relating to COVID-19. For live updates, see: https://www.bsg.ox.ac.uk/research/research-projects/coronavirus-government-response-tracker.] 


Other strategies involved mass testing for the virus, using representative regional samples rather than just testing suspicious cases. Some countries also arranged contact tracing measures to track and test people who had come into contact with the infected. However, some groups worried about the loss of privacy implications of widespread tracing measures. COVID-19 had more severe effects on the elderly and sick, so a less economy-striking strategy could focus on just isolating these vulnerable populations. The tradeoff between reducing the risk of spreading the virus and achieving a sustainable state of the economy remained a battle that each country needed to weigh.  

ChinaAs the first country to be affected by coronavirus, China enforced restrictions on movement throughout the country. The earliest known case of COVID-19 was found in Wuhan, China on Dec 10th, 2019.  It was not until December 31st that the World Health Organization (WHO) China Country Office was informed of cases of pneumonia unknown etiology (unknown cause) detected in Wuhan City, Hubei Province of China. From December 31st, 2019 through January 3rd, 2020, a total of 44 case-patients with pneumonia of unknown etiology were reported to the WHO by the national authorities in China.[endnoteRef:23] During this reported period, the causal agent was not identified. The first dead occurred on January 9th, 2020.[endnoteRef:24]  [23:  “Novel Coronavirus (2019-nCoV) SITUATION REPORT – 1,” World Health Organization, January 21, 2020. https://www.who.int/docs/default-source/coronaviruse/situation-reports/20200121-sitrep-1-2019-ncov.pdf?sfvrsn=20a99c10_4, accessed April 2020.]  [24:  Taylor, Derrick, “How the Coronavirus Pandemic Unfolded: a Timeline,” New York Times, April 28, 2020. https://www.nytimes.com/article/coronavirus-timeline.html, accessed April 2020.] 


Although health officials were still tracing the exact source of this new coronavirus, early hypotheses linked the first case to a seafood market in Wuhan, China. On January 11th and 12th, the WHO received further information from China’s National Health Commission that the outbreak was associated with exposures to one seafood market in Wuhan City.[endnoteRef:25] The Commission later noted, however, that “the individual with the first reported case became ill on Dec. 1, 2019, and had no link to the seafood market.” The lack of transparency and delays in reporting were widely criticized, although many countries censured their positions.[endnoteRef:26] [25:  “Novel Coronavirus (2019-nCoV) SITUATION REPORT – 1,” World Health Organization, January 21, 2020. https://www.who.int/docs/default-source/coronaviruse/situation-reports/20200121-sitrep-1-2019-ncov.pdf?sfvrsn=20a99c10_4, accessed April 2020.]  [26:  Apuzzo, Matt, “Pressured by China, E.U. Softens Report on Covid-19 Disinformation,” New York Times, April 24, 2020. https://www.nytimes.com/2020/04/24/world/europe/disinformation-china-eu-coronavirus.html, accessed April 2020.] 


By mid-January, Wuhan had become the center of the epidemic, and Chinese authorities stopped movement in and out of 16 cities in Hubei Province – a population of 60 million people. 760 million people were ordered to stay home except to obtain groceries and medical help. Though considered authoritarian at the time, these strict social distancing measures would soon be replicated in some form across the world. From March 16th, anyone who arrived in Beijing from abroad had to undertake 14 days of quarantine. From March 28th, the travel restriction intensified by temporarily suspending entry of foreign nationals.[endnoteRef:27]  [27:  Torsten Sløk, “List of monetary and fiscal policy responses by G20 economies as of March 30,” Deutsche Bank Securities, March 30, 2020.] 


ItalyItaly was next to be placed under the international spotlight as cases rose and the COVID-related death toll surpassed that of China. The first case was reported on January 31st from Chinese tourists in Rome who tested positive for the virus. A cluster in Lombardy was later confirmed, with 16 cases on February 21st, leading the spread of the virus to all regions of the country. By late March, 5,500 Italians had lost their lives and 60,000 Italians had contracted the infection, leading the government to enforce draconian lockdown policies. Schools shut down and public gatherings were banned. On March 10, the entire country went on national lockdown as non-essential economic activities were closed and people were advised to stay at home except for essential purposes.[endnoteRef:28] As the first Western country to enforce such stringent measures, Italy’s actions slowed the virus and set a precedent that other countries would soon follow. [28:  Giugliano, Ferdinando, “The Lessons from Italy’s Covid-19 Mistakes,” Bloomberg, March 23, 2020. https://www.bloomberg.com/opinion/articles/2020-03-23/italy-s-covid-19-trial-and-error-and-lessons-for-france-and-u-k, accessed April 2020.] 


IranIran had the next cluster of outbreaks and was one of the hardest hit countries in the Middle East. Within seven days of its first case, Iran had 100 confirmed cases – the quickest rate of any country at the time—including several public officials. The alarming spread occurred in part due to the country’s decision to delay canceling public events, as the outbreak coincided with Iran’s parliamentary election on February 21st.[endnoteRef:29] The death toll reached over 2000 in a month, and was a sobering example of the need for rapid containment at the start of an outbreak. [29:  Brahma, Dweepobotee et. al, “The early days of a global pandemic: A timeline of COVID-19 spread and government interventions,” Brookings Institute, April 2, 2020. https://www.brookings.edu/2020/04/02/the-early-days-of-a-global-pandemic-a-timeline-of-covid-19-spread-and-government-interventions/, accessed April 2020.] 


United StatesOn March 11th, the U.S. announced that it would close its borders to most European countries. Shortly afterwards, on March 19th, the State Department advised citizens to avoid all international travel. Individual states, beginning with California, issued stay-at-home orders to limit social interaction in the hopes of containing the virus. New York emerged as the nation’s worst-hit state, and accounted for almost half of all U.S. COVID-19 cases by the end of March. With its first official case confirmed on March 1st,  over half of the state’s cases were in New York City.[endnoteRef:30] [30:  Gray, Alistair, “Coronavirus cases soar in US with New York worst hit,” Financial Times, March 22, 2020. https://www.ft.com/content/0f738974-6c63-11ea-89df-41bea055720b, accessed May 2020.] 


The U.S. suffered from poor coordination and inconsistent messaging on containment response. At the federal level, the country lacked a national plan. President Trump provided mixed messages, encouraging Americans to attend Easter services and then urging people to stay indoors through the end of April.[endnoteRef:31] The absence of nationwide coordination at the federal level was a concern among experts. Moreover, in the United States, governors, not the White House, had the authority to enforce social distancing restrictions. State governors held police powers to close restaurants and enforce curfews, but local officials were reluctant to absorb the accompanying political costs without clear federal directives. State Governors, such as New York’s Andrew Cuomo, were widely praised for their daily briefings and handling of the crisis.[endnoteRef:32] These political conflicts created a fragmented response across the U.S.[footnoteRef:5] For example, Republican Governor Ron DeSantis of Florida delayed closing beaches to avoid harming the tourism industry. Political scientist Scot Greer, at the University of Michigan, pointed out that when Donald Trump was discouraging people from lockdown, DeSantis would have little political cover to anger his pro-Trump voter base. By mid-April, the U.S. was leading the world in coronavirus cases, with a total confirmed number of 561,000.     [31:  “The United States leads in coronavirus cases, but not pandemic response,” Science Mag, April 1, 2020. https://www.sciencemag.org/news/2020/04/united-states-leads-coronavirus-cases-not-pandemic-response, accessed April 2020.]  [32:  “New York State voters’ approval of the job state governer Andrew Cuomo is doing to address the COVID-19 pandemic as of March 2020,” Statista, March 2020. https://www.statista.com/statistics/1109491/new-yorkers-approval-andrew-cuomo-response-covid-19/, accessed May 2020.]  [5:  Federal Reserve Bank of St. Louis Timeline of Events Related to the COVID-19 Pandemic – Documents major U.S. events and decisions. For live updates, see: https://fraser.stlouisfed.org/timeline/covid-19-pandemic.] 


The European UnionThe European Union also seemed to be following a decentralized approach, with countries instituting their own policies first as cases surged. On March 17th, however, the EU announced a 30-day travel ban for most visitors from outside EU countries and enforced restrictions on internal movement. All non-essential travel was banned from March 25th until April 3rd, and people had to provide a written declaration to justify being outside. All schools, museums, food services and retail stores were closed. The only industries that remained physically open were ones deemed essential, such as grocery stores, pharmacies and banks. Recreational activities were mostly prohibited, with the exception of solo jogging near the home.[endnoteRef:33] Containment responses brought leaders such as German chancellor and scientist Angela Merkel into the spotlight. Merkel was applauded for her rational yet moving appeal to the notion of social cohesion, and Germany responded well by complying with social distancing.[endnoteRef:34] [33:  Torsten Sløk, “List of monetary and fiscal policy responses by G20 economies as of March 30,” Deutsche Bank Securities, March 30, 2020. ]  [34:  Miller, Saskia, “The Secret to Germany’s COVID-19 Success: Angela Merkel Is a Scientist,” The Atlantic, April 20, 2020. https://www.theatlantic.com/international/archive/2020/04/angela-merkel-germany-coronavirus-pandemic/610225/, accessed April 2020.] 


Sweden enacted a relatively relaxed approach to managing COVID-19, inciting skepticism by some. The government banned gatherings of more than 50 people, but its restrictions were lax compared to its Nordic neighbors.[endnoteRef:35] Unlike Denmark and Norway, Sweden did not close schools, cancel domestic flights or recommend widespread social distancing. Instead, the country advised that the vulnerable self-isolate.[endnoteRef:36] This approach received criticism when Sweden saw a fatality rate of 7.7% of COVID-positive people by April 8th, compared to rates of 1.5% in Norway and 3.8% in Denmark.[endnoteRef:37] Minister of Health Lena Hallengren insisted that  Sweden had considered its unique position in avoiding a national lockdown, such as its universal healthcare access and “intensive care capacity of around 20 per cent at national level.”[endnoteRef:38] In the meantime, the Swedish government considered devising a longer-term and sustainable strategy. [35:  “Sweden Bans Groups Larger Than 50 In Its First Major Coronavirus Crackdown,” National Public Radio, March 27,2020. https://www.npr.org/sections/coronavirus-live-updates/2020/03/27/822463152/sweden-bans-groups-larger-than-50-in-its-first-major-coronavirus-crackdown, accessed April 2020.]  [36:  Leigh, Gabriel, “Sweden Continues With Controversial Coronavirus Strategy: Is It A Big Mistake?” Forbes, April 10, 2020. https://www.forbes.com/sites/gabrielleigh/2020/04/10/sweden-continues-with-controversial-coronavirus-strategy-is-it-a-big-mistake/#5ace482b228a, accessed April 2020.]  [37:  Godin, Melissa, “Sweden’s Relaxed Approach to the Coronavirus Could Already Be Backfiring,” Time, April 9, 2020. https://time.com/5817412/sweden-coronavirus/, accessed April 2020.
]  [38:  “Speech by Minister for Health and Social Affairs Lena Hallengren at WHO briefing 23 april,” Government Offices of Sweden, April 29, 2020. https://www.government.se/speeches/2020/04/speech-by-minister-for-health-and-social-affairs-lena-hallengren-at-who-briefing-23-april/, accessed April 2020.] 


United KingdomThe U.K. distanced itself from its European partners following the outcome to exit the EU.[endnoteRef:39] Unlike most other European countries, the U.K. initially took a bold approach of managing the virus by attempting to establish “herd immunity”. The U.K. did not shut down large gatherings or enforce social distancing, but instead suppressed the virus through gradual restrictions. The theory behind “herd immunity” suggested that the U.K. could control the spread of COVID-19 if a high enough proportion of society caught the virus and became immune. It was estimated that the U.K. could achieve herd immunity if 60% of the population became immune to COVID-19. Simulations of overrun hospitals and medical supplies caused the U.K. to change course on March 16th to reflect social distancing practices in other countries. By March 20th, Prime Minister Johnson had ordered all restaurants, gyms and public establishments to close.[endnoteRef:40] On March 27th, Johnson announced that he had tested positive for coronavirus.[endnoteRef:41]  [39:  Alfaro, Laura, and Sarah Jeong. “Brexit: A Withdrawal Agreement? - Theresa May.” Harvard Business School Supplement 319-086, January 2019. (Revised December 2019.)]  [40:  O’Grady, Cathleen, “The U.K. backed off on herd immunity. To beat COVID-19, we’ll ultimately need it.” National Geographic, March 20, 2020. https://www.nationalgeographic.com/science/2020/03/uk-backed-off-on-herd-immunity-to-beat-coronavirus-we-need-it/, accessed March 2020.]  [41:  “PM’s Covid-19 timeline: from ‘mild symptoms’ to a brush with death,” The Guardian, April 12, 2020. https://www.theguardian.com/world/2020/apr/05/timeline-boris-johnson-and-coronavirus, accessed April 2020.] 


Other ApproachesLeaders of Brazil, Mexico and India, among others, handled containment in ways that were ill-received by the international audience. Brazilian president Jair Bolsonaro disregarded the outbreak as a “little flu”, opposing key ministers and 24 of 27 governors. Amid Bolsonaro’s threats to fire Health Minister Luiz Henrique Mandetta and insistence that isolation would cost jobs, “the governors across Brazil have never been as united as we are now,” said São Paulo governor João Doria, who advocated for self-isolation.[endnoteRef:42] Mexico’s social distancing measures were similarly initiated by mayors and governors, not the national government. Through the end of March, President Obrador urged Mexicans not to fear COVID-19 and advised to “continue taking your family out to eat…because that strengthens the economy.”[endnoteRef:43] India’s prime minister took the pandemic seriously, but also incited criticism. On the evening of March 24th, Prime Minister Narendra Modi announced onerous restrictions that would come into force four hours later. The sudden announcement caught people off guard, especially as all businesses – including grocery stores and pharmacies – were immediately closed.[endnoteRef:44] This raised concerns for especially the most vulnerable members of society, who would not have the means to survive at least three weeks of limited access to food and basic needs.  [42:  Sandy, Matt and Milhorance, “Brazil’s President Still Insists the Coronavirus Is Overblown. These Governors Are Fighting Back,” Time, April 6, 2020. https://time.com/5816243/brazil-jair-bolsonaro-coronavirus-governors/, accessed April 2020.]  [43:  Ward, Alex, “Mexico’s coronavirus-skeptical president is setting up his country for a health crisis,” Vox, March 28, 2020. https://www.vox.com/2020/3/26/21193823/coronavirus-mexico-andres-manuel-lopez-obrador-health-care, accessed April 2020.]  [44:  Krishnan, Vidya, “The Callousness of India’s COVID-19 Response,” The Atlantic, March 27, 2020. https://www.theatlantic.com/international/archive/2020/03/india-coronavirus-covid19-narendra-modi/608896/, accessed April 2020.] 


The African continent was one of the last to see cases of the virus. Although the spread seemed more limited, the WHO was concerned about limited testing capacities. Director John Nkengasong of the Africa Centers for Disease Control and Prevention stated that the organization had a target of conducting 1 million tests in Africa over four weeks and 10 million over four months starting in late April, but that reaching these goals would be challenging in African countries due to strained testing capacities. “It is an uphill battle to build health systems while you need them…That is what we are actually doing now. We are playing catch-up and that is a very, very tough thing to do.”[endnoteRef:45]  South Africa’s government implemented a 21-day lockdown starting on March 26th. Nigeria issued stay-at-home orders on March 30th for a more than month-long lockdown in major cities. On March 27th, Kenya implemented an evening curfew that was quickly copied by Senegal, Cote d’Ivoire and Sudan.[endnoteRef:46]   [45:  Imray, Gerald, “Africa’s 43% jump in virus cases in 1 week worries experts,” ABC News, April 23, 2020. https://abcnews.go.com/International/wireStory/africas-43-jump-covid-19-cases-week-worries-70304168, accessed April 2020.]  [46:  Golubski, Christina, “Africa in the news: Debt relief in Somalia, government efforts to combat COVID-19, and new Boko Haram attacks,” Brookings Institute, March 28, 2020. https://www.brookings.edu/blog/africa-in-focus/2020/03/28/africa-in-the-news-debt-relief-in-somalia-government-efforts-to-combat-covid-19-and-new-boko-haram-attacks/, accessed April 2020.] 


Korea, Taiwan and other countries received praise for transparency of cases and rapid containment actions. South Korea was one of the earliest countries to report cases of COVID-19. The country had learned the importance of rapid testing in 2015 when it had experienced the largest Middle East Respiratory Syndrome (MERS) outbreak outside of the Middle East. Between January 19 – February 18, 2020, Korea had a total of 30 cases and was lauded for its policy of widespread testing. Then a woman known as Patient 31 passed the infection to a large number of people, showing the world how quickly the virus could spread from just one person who interacted with crowds.[endnoteRef:47] Korea’s coronavirus cases rose to 10,500 by mid-April. Despite the outbreak that followed Patient 31, Korea’s continued approach of transparent testing and social distancing appeared to restrain the virus to manageable levels.  [47:  Fleming, Sean, “South Korea’s Foreign Minister explains how the country contained COVID-19,” World Economic Forum, March 31, 2020. https://www.weforum.org/agenda/2020/03/south-korea-covid-19-containment-testing/, accessed April 2020.] 


Taiwan was also an outlier to the norm of enforcing strict social distancing mechanisms. Taiwan, however, received international attention for its success in battling the pandemic. Due to previous experience with SARS, Taiwan did not wait for the World Health Organization to announce a need for action. Taiwan is not recognized as a member of the WHO due to its complicated relationship with China. Instead, Taiwan stopped flights from China and other places with rising COVID-19 cases, broadcasted advice on ways to avoid spreading the virus, and held frequent press conferences to update the public.[endnoteRef:48] Thanks to effective initial control of the virus, Taiwan appeared to be managing the crisis without freezing social life.[endnoteRef:49]  [48:  Whitfield, Kathryn, “Taipei seems to have the virus in hand. Now I worry about returning to the UK,” The Guardian, March 7, 2020. https://www.theguardian.com/world/2020/mar/07/coronavirus-outbreak-taipei-taiwan-china, accessed March 2020. ]  [49:  Schultz, Katherine, “Why Taiwan’s Coronavirus Response Shows Europe It Should Joint the World Health Organization,” National Interest, March 31, 2020. https://nationalinterest.org/feature/why-taiwans-coronavirus-response-shows-europe-it-should-joint-world-health-organization, accessed March 2020.] 


Like Taiwan, Iceland focused its efforts on rapid testing rather than locking down the country. Iceland’s small population allowed the government to radically test even those who showed no symptoms.[endnoteRef:50] Though this approach seemed to successfully track the virus in time to prevent spread, it was unclear whether countries with larger populations would be able to adopt a similar approach.    [50:  McLaughlin, Kelly, “Iceland is allowing everyone in the country to be tested for the coronavirus. The government says it spent years perfecting its approach,” Business Insider, April 2, 2020. https://www.businessinsider.com/iceland-coronavirus-pandemic-approach-could-help-other-countries-2020-4, accessed April 2020.] 


New Zealand also took advantage of its small population and island advantage to make a bold goal – eliminate the virus altogether. The nation shut borders to nonresidents and enforced strict lockdowns. The government’s response garnered an approval rate of 84%, which many attributed to Prime Minister Jacinda Ardern’s consistent yet empathetic messaging.[endnoteRef:51] The high level of compliance in places such as New Zealand and Taiwan brought attention to the importance of leadership for social cohesion. As circumstances around the globe would attest, how leaders communicated policies seemed to be just as important as the actual policy decisions in determining a nation’s ability to contain the virus. [51:  Friedman, Uri, “New Zealand’s Prime Minister May Be the Most Effective Leader on the Planet,” The Atlantic, April 19, 2020. https://www.theatlantic.com/politics/archive/2020/04/jacinda-ardern-new-zealand-leadership-coronavirus/610237/, accessed April 2020.] 


Recurring Outbreaks In June 2020, South Korea was the first country to announce that it had experienced a second wave of coronavirus outbreak.[endnoteRef:52] This raised concerns for other nations as pockets of outbreaks began reemerging in countries that had reopened, such as Germany and China. After having reopened, California experienced a surge of almost 75% increases in daily cases in June compared to May.[endnoteRef:53] These attempts at reopening revealed a stark reality that reductions in outbreaks could quickly bounce back and required community vigilance.  As of July 2020, there remained concerns that repeat “waves” of outbreaks would occur in countries in stages of reopening.  [52:  Graham-Harrison, Emma, “New Covid-19 clusters across world spark fear of second wave,” The Guardian, June 27, 2020. https://www.theguardian.com/world/2020/jun/27/new-covid-19-clusters-across-world-spark-fear-of-second-wave, accessed July 2020.]  [53:  Fimrite, Peter and Sanchez, “Coronavirus surge brings fear of new shutdown, calls to mask up,” San Francisco Chronicle, June 26, 2020. https://www.sfchronicle.com/health/article/Coronavirus-experts-say-California-is-entering-a-15367494.php, accessed July 2020. ] 


Economic Disruption

A Supply Shock 

To ease the burden on health systems, policymakers needed to enforce lockdowns to enable social distancing. The ensuing economic effects were enormous. China’s shutdowns and slowdown in production of goods caused a ripple effect on countries that relied on components supplied by, and for, Chinese factories. China was the world’s largest exporter, producing close to 15% of global products and services. In Wuhan, the epicenter of the outbreak, approximately 500 manufacturing facilities were producing technology and consumer electronics, apparel and textiles, steel and alloys, and others.[endnoteRef:54] As restrictions spread across China, firms all over the world, from Hyundai and Chrysler to Apple, were impacted. Forbes reported that 95% of Fortune 1000 firms were seeing supply chain disruptions.[endnoteRef:55] The U.N. Conference on Trade and Development announced that worldwide foreign direct investment was on track to decline by 40% in 2020, which would cause “lasting damage to global production networks and supply chains.”[endnoteRef:56] [54:  “China Trade,” World Bank, May 4, 2020. https://wits.worldbank.org/countrysnapshot/en/chn, accessed May 2020.
]  [55:  Sherman, Erik, “94% of the Fortune 1000 are seeing coronavirus supply chain disruptions: Report,” Fortune, February 21, 2020. https://fortune.com/2020/02/21/fortune-1000-coronavirus-china-supply-chain-impact/, accessed May 2020.]  [56:  Goodman, Peter, “Why the Global Recession Could Last a Long Time,” NY Times, April 1, 2020. https://www.nytimes.com/2020/04/01/business/economy/coronavirus-recession.html?smid=em-share, accessed April 2020.] 


An additional burden on the global market took the form of a lack of supply of medical equipment. In a short period, restrictions spread to an increasing range of products, beginning with personal protective equipment and later expanding to medicines. Global shortages prompted the European Commission to launch an accelerated joint procurement procedure with 26 Member States.[endnoteRef:57]  [57:  Fairless, Tom, “ECB Expands Stimulus Measures, but Doesn’t Cut Rates,” WSJ, March 12, 2020. https://www.wsj.com/articles/ecb-monetary-stimulus-effort-expected-as-coronavirus-spreads-11583941762, accessed March 2020.] 


As in the past, governments looked to businesses to assist with meeting the need for equipment. Among others, GE and Ford revamped their production lines to produce hand sanitizers and respirators.[endnoteRef:58] Businesses such as Uber offered discounted rides to healthcare workers, and banks worked with small businesses to defer credit card payments and provide grant programs.[endnoteRef:59] Of course, the ultimate help that the world sought was a vaccine, which could also come from the private sector.  [58:  Tognini, Giacomo, “Coronavirus Business Tracker: How The Private Sector Is Fighting The COVID-19 Pandemic,” Forbes, April 1, 2020. https://www.forbes.com/sites/giacomotognini/2020/04/01/coronavirus-business-tracker-how-the-private-sector-is-fighting-the-covid-19-pandemic/#69fcb5e95899, accessed April 2020.]  [59:  Hessekiel, David, “Creative Ways Companies Are Giving Back During The COVID-19 Crisis,” Forbes. https://www.forbes.com/sites/davidhessekiel/2020/03/27/creative-ways-companies-are-giving-back-during-the-covid-19-crisis/#7af54aad7f14, accessed April 2020.
“https://www.forbes.com/sites/davidhessekiel/2020/03/27/creative-ways-companies-are-giving-back-during-the-covid-19-crisis/#7af54aad7f14, accessed April 2020.] 


Social distancing and the closing of borders disrupted even essential supply chains, sometimes in unexpected ways. Countries such as the U.K. depend on seasonal migrant workers to undertake jobs such as fruit picking. In normal years, the U.K. receives 80,000 overseas workers to pick crops. By April 2020, only a third of the usual number of migrant pickers had arrived. Concordia, a work placements charity, attributed the drop to the fact that “the candidate is unable to accept the length of contract, that the farm is too far away from their home, that they don’t want to travel [or] commute, care responsibilities that prevent full-time work or that they only want to do part-time work.”[endnoteRef:60] The U.S. and Canada’s agricultural production depended on pollination via imported queen bees from countries such as Australia and Chile. Restrictions on flights and on the movement of beekeepers between states jeopardized this process.[endnoteRef:61]  [60:  Evans, Judith, “Time runs short for UK to recruit tens of thousands of fruit pickers,” Financial Times, April 29, 2020. https://www.ft.com/content/e3713342-c883-483a-956f-41cd6ec5367e, accessed April 2020.]  [61:  Terazono, Emiko and Parkin, “Crops at risk as coronavirus lockdown grounds bees,” Financial Times, April 17, 2020. https://www.ft.com/content/0354f35c-e527-45a9-96c8-71c78db5d272, accessed April 2020. ] 


In late April, Tyson Foods, the largest U.S. meat company, warned that slaughterhouse closures due to the virus could break the meat supply chain. Donald Trump issued an executive order to require meat-processing factories to stay open, but concerns of safety and liability shut down meat processing plants and predicted a future meat shortage.[endnoteRef:62] Ironically, despite the impending food shortage, agricultural supply chain disruptions led to food being wasted. A lack of demand from restaurants and cafeterias forced agricultural producers to dump large quantities of food that could not be resized for smaller household consumption. In anticipation of further increased demand, farmers smashed eggs instead of hatching them for chicken slaughter – just one of many examples of supply chain chaos.[endnoteRef:63]  [62:  Sevastopulo, Demetri and Williams, “Donald Trump orders meat processing plants to stay open,” Financial Times, April 28, 2020. https://www.ft.com/content/2c7e1a34-2cd7-4b80-ae2d-a8549f565423?accessToken=zwAAAXHJrQZgkc8sfho0LNdLgNOuLahUn1ZUIw.MEYCIQCmYDG_4vHbp952XQfhGTIzZGKpdg3XAFreucU3rBRJdAIhAOm7aLb_nmpYg7oh_SUk-pR6MS4euHZtpGYiMzO9Fmws&sharetype=gift?token=ca1d3706-a089-44bb-a1dc-be60e8b71c1b, accessed April 2020.]  [63:  Newman, Jesse and Bunge, “Farmers Dump Milk, Break Eggs as Coronavirus Restaurant Closings Destroy Demand,” Wall Street Journal, April 9,2020. https://www.wsj.com/articles/farmers-deal-with-glut-of-food-as-coronavirus-closes-restaurants-11586439722, accessed April 2020.] 


In addition to disruptions to major agricultural industries, the means of food production and distribution changed dramatically. Tufts University professor Tim Griffin estimated that pre-coronavirus, “roughly half the food spending in the U.S. was what we call away from home.” Now he estimates that 90% of household food spending is used to cook at home. Farm food suppliers responded to increased demand for home delivery and drive-by pick-ups from individual buyers rather than large drops at grocery stores. Farm laborers, supermarket employees, and other essential workers in food production and distribution needed to change the way they served the public to allow for social distancing and minimal contact with products.[endnoteRef:64] All stages in the supply chain were affected by containment measures.  [64:  Jimenez, Monica. “How COVID-19 Affects Farmers and the Food Supply Chain,” April 27, 2020. https://now.tufts.edu/articles/how-covid-19-affects-farmers-and-food-supply-chain, accessed May 2020.] 


A Demand Shock 

For the first time since the Great Depression, both wealthy and developing economies were in recession. According to an IMF estimate in April 2020, the cumulative output loss from the first two years of the pandemic was projected to be $9 trillion.[endnoteRef:65] Harvard economist Kenneth S. Rogoff observed that 2020 experienced “the deepest dive on record for the global economy for over 100 years. Everything depends on how long it lasts, but if this goes on for a long time, it’s certainly going to be the mother of all financial crises.”[endnoteRef:66] In the U.S. alone, unemployment benefit claims rose to a record-breaking 9.9 million from March 26 – April 2, shattering the Great Recession peak of 665,000 in March 2009 and the all-time claims of 695,000 in October 1982.[endnoteRef:67] As workers were laid off and firms stopped investing or even went bankrupt, labor demand decreased. This combination of shocks amplified challenges in the economy. Layoffs made it difficult for companies to hire, which slowed recovery.[endnoteRef:68] COVID-19 presented a unique challenge compared to previous crises. While the Global Financial Crisis had similarly highlighted the dangers of increasingly intertwined economies during a crisis, it had affected mostly developed economies, and particularly those that were tied to the U.S.[endnoteRef:69] [65:  Gopinath, Gita, “The Great Lockdown: Worst Economic Downturn Since the Great Depression,” IMF Blog, April 14, 2020. https://blogs.imf.org/2020/04/14/the-great-lockdown-worst-economic-downturn-since-the-great-depression/?utm_medium=email&utm_source=govdelivery, accessed April 2020.]  [66:  Goodman, Peter, “Why the Global Recession Could Last a Long Time,” NY Times, April 1, 2020. https://www.nytimes.com/2020/04/01/business/economy/coronavirus-recession.html?smid=em-share, accessed April 2020.]  [67:  Cox, Jeff, “Jobless claims soar past 3 million to record high,” CNBC, March 26, 2020. https://www.cnbc.com/2020/03/26/weekly-jobless-claims.html, accessed April 2020. ]  [68:  Ricardo Hausmann, “The Macro-Economic Implications of COVID-19 in our partner countries,” Harvard Kennedy School, https://www.dropbox.com/s/887ba6u1xzohdlu/Hausmann%20COVID-19.pdf?dl=0, accessed April 2020.]  [69:  Alfaro, Laura and Kim, Renee, U.S. Subprime Mortgage Crisis: Policy Reactions (November 20, 2008). HBS Case No. 708-036. https://ssrn.com/abstract=1407147, accessed April 2020.] 


Investors hoped that the recession would be a short-lived freeze in the economy, but others were less optimistic. Even if the disease could be contained, the world that would emerge would be choked with the repercussions of mass joblessness and widespread bankruptcy, which would hamper investment and innovation. The stock market dropped in the first months of 2020 (See Exhibit 6). If the Great Depression were any indicator, people would continue saving for years after the pandemic. With consumer spending accounting for two-thirds of global economic activity, the aftermath of the pandemic would see a continued drop in purchasing behavior. It seemed unlikely that social distancing measures would disappear completely, and the ensuing effects on mental health and consumer spending could not be projected. The world looked to China as a predictor of consumer confidence, since it was the first country to report the virus.  By March 2020, China had returned to manufacturing but not to spending. Industrial output rebounded to almost record levels, yet shaken by job loss and confinement, Chinese consumers spent one-sixth of the amount that they had spent on retail the previous March.[endnoteRef:70] When Germany became the first European country to reopen shops, a similar lack of retail spending further illustrated low consumer confidence. These early examples of reduced spending did not bode well for the recovery of the global economy. [70:  Bradsher, Keith, “China’s Factories Are Back. Its Consumers Aren’t.” April 28, 2020. https://www.nytimes.com/2020/04/28/business/china-coronavirus-economy.html, accessed April 2020.] 


The drop in international demand of goods would continue to depress the economy. The World Trade Organization (WTO) forecasted a global trade volume contraction between 13-32% compared to the previous year. “We project that trade in 2020 will fall steeply in every region of the world and basically across all sectors,” WTO director Roberto Azevedo said.[endnoteRef:71] Lack of demand for commodities affected natural resource demand from copper giants Chile and Peru, zinc countries of Brazil and India, and the oil producers of Colombia, Algeria, Mozambique and Iraq.[endnoteRef:72] By late March, oil prices alone had declined to the lowest levels since 2003 (See Exhibit 7).[endnoteRef:73]  [71:  Swanson, Ana, “Global Trade Sputters, Leaving Too Much Here, Too Little There,” New York Times, April 10, 2020. https://www.nytimes.com/2020/04/10/business/economy/global-trade-shortages-coronavirus.html, accessed April 2020. ]  [72:  Goodman, Peter, “In World’s Most Vulnerable Countries, the Pandemic Rivals the 2008 Crisis,” NY Times, March 26, 2020. https://www.nytimes.com/2020/03/24/business/coronavirus-per-country-pandemic.html, accessed April 2020.]  [73:  Ricardo Hausmann, “The Macro-Economic Implications of COVID-19 in our partner countries,” Harvard Kennedy School, https://www.dropbox.com/s/887ba6u1xzohdlu/Hausmann%20COVID-19.pdf?dl=0, accessed April 2020. ] 


The shutdown in China in early 2020 sunk a demand in fossil fuels. Riyadh pleaded with Moscow to cut production and keep prices high, but such an action would only support America’s shale industry. Moscow initially refused, and on March 7th Riyadh announced that it would continue production. Oil prices collapsed to a historic low, and markets quickly followed. Central banks undertook massive efforts to keep the ensuing recession from spiraling further.[endnoteRef:74] On April 12th, the Organization of the Petroleum Exporting Countries (OPEC) reached an agreement with oil-producing countries to cut 9.7 million barrels a day from May. The May benchmark for oil fell into the negatives, implying that people would pay to get rid of their oil. Traders worried that the U.S. would run out of oil storage space. These fears added to doubts that OPEC’s agreement with oil producers to cut production would be insufficient in protecting markets from the record surplus that had resulted from a worldwide collapse in demand due to lockdowns.[endnoteRef:75] Indeed, all economies were predicted to suffer from the effects of the pandemic. [74:  Tooze, Adam, “Shockwave,” London Review of Books, April 16, 2020. https://www.lrb.co.uk/the-paper/v42/n08/adam-tooze/shockwave, accessed April 2020.]  [75:  “Coronavirus Live Updates: Southern States Move to Reopen as Outbreak Continues to Spread in Parts of U.S.,” NY Times, April 20, 2020. https://www.nytimes.com/2020/04/20/us/coronavirus-live-news.html#link-180009fd, accessed April 2020.] 


For developing countries, the situation looked especially dire. As U.N. trade body director Richard Kozul-Wright observed, the “economic shocks have actually hit most of [the developing countries] before the health shocks have really begin to hit.”[endnoteRef:76] Economists expected to see collapses in access to foreign income and capital markets (see Exhibit 8) Several factors limited access to foreign income, including a drop in commodity prices, a halt in tourism, and collapse in remittances.[endnoteRef:77] Countries such as Haiti, Kyrgyzstan and Nepal were highly dependent on remittances, which collapsed during the economic recession.[endnoteRef:78] Developing countries faced further challenges due to limited access to capital markets. Countries with inflexible exchange rates struggled to adjust to access capital markets. Ethiopia and Sri Lanka had crawling pegs, and El Salvador and Panama had dollarized exchange rates. In a normal economy, this dependency on other currencies increased stability; during the coronavirus crisis, however, these rigid approaches limited the countries’ central banks from lending beyond short-term emergency funds. [endnoteRef:79]   [76:  Goodman, Peter, “In World’s Most Vulnerable Countries, the Pandemic Rivals the 2008 Crisis,” NY Times, March 26, 2020. https://www.nytimes.com/2020/03/24/business/coronavirus-per-country-pandemic.html, accessed April 2020.]  [77:  Ricardo Hausmann, “The Macro-Economic Implications of COVID-19 in our partner countries,” Harvard Kennedy School, https://www.dropbox.com/s/887ba6u1xzohdlu/Hausmann%20COVID-19.pdf?dl=0, accessed April 2020. ]  [78:  Ricardo Hausmann, “The Macro-Economic Implications of COVID-19 in our partner countries,” Harvard Kennedy School, https://www.dropbox.com/s/887ba6u1xzohdlu/Hausmann%20COVID-19.pdf?dl=0, accessed April 2020.]  [79:  Ricardo Hausmann, “The Macro-Economic Implications of COVID-19 in our partner countries,” Harvard Kennedy School, https://www.dropbox.com/s/887ba6u1xzohdlu/Hausmann%20COVID-19.pdf?dl=0, accessed April 2020.] 


Differences in demographics and socioeconomic factors between wealthy and poorer countries also factored into decisions about when a country needed to choose to flatten the curve or spare the economy. Developing countries tended to have younger populations, with large informal sectors and, in some countries, smaller networks of human interaction.[endnoteRef:80] While these factors could lessen the severity of the effects and spread of the virus, developing countries faced additional response capacity challenges of fewer doctors and limited hospital beds and medical supplies. With fewer resources per capita and weaker border controls, these nations faced risks that could offset demographic advantages.  [80:  Ricardo Hausmann, “The Macro-Economic Implications of COVID-19 in our partner countries,” Harvard Kennedy School, https://www.dropbox.com/s/887ba6u1xzohdlu/Hausmann%20COVID-19.pdf?dl=0, accessed April 2020.] 


After the immediate medical capacity crisis, the predicted food shortage crisis was expected to be particularly disastrous for developing nations. In 2019, 135 million people experienced acute food insecurity. A UN report revealed that people weakened by existing food crises would be especially vulnerable to the coronavirus. “We must keep critical food supply chains operating, so people have access to life sustaining food…to keep people in crisis fed and alive,” the study said. A lack of food is often associated with a lack of healthcare, and the report showed that African countries such as Yemen and the Democratic Republic of the Congo would be disproportionally affected.[endnoteRef:81] A UN policy brief also showed that the Arab region would be severely impacted due to its high dependence on food imports and medical supplies, and estimated that 8.3 million people in the region would fall into poverty due to the coronavirus.[endnoteRef:82] [81:  “Keep critical food supply chains operating to save lives during COVID-19, urges new UN-backed report,” UN News, April 21, 2020. https://news.un.org/en/story/2020/04/1062192, accessed April 2020.]  [82:  “Coronavirus pandemic threatens to plunge millions in Arab region into poverty and food insecurity,” UN News, April 1, 2020. https://news.un.org/en/story/2020/04/1060822, accessed April 2020.] 


Economic Policies

Forecasters warned that the economic impact of the pandemic would cause a deep recession.[endnoteRef:83]  Kristalina Georgiva, Managing Director of the IMF, described this crisis as unique because it was “more complex, with interlinked shocks to our health and our economies that have brought our way of life to an almost complete stop; more uncertain, as we are learning only gradually how to treat the novel virus, make containment most effective, and restart our economies; and truly global.”[endnoteRef:84] The IMF projected that at least 170 countries worldwide would see their income per capita fall.[endnoteRef:85] [83:  “China slashes rate, pumps US$7 billion into market to counter COVID-19 impact,” Channel News Asia, March 30, 2020. https://www.channelnewsasia.com/news/business/covid-19-china-slashes-rate-pumps-us-7-billion-market-12589274, accessed March 2020.]  [84:  “A Global Crisis Like No Other Needs a Global Response Like No Other,” IMF Blog, April 20, 2020. https://blogs.imf.org/2020/04/20/a-global-crisis-like-no-other-needs-a-global-response-like-no-other/, accessed May 2020.]  [85:  “A Global Crisis Like No Other Needs a Global Response Like No Other,” IMF Blog, April 20, 2020. https://blogs.imf.org/2020/04/20/a-global-crisis-like-no-other-needs-a-global-response-like-no-other/, accessed May 2020.] 


Debates on how individual countries or even counties would save their economies and return to normal life were on everyone’s minds. When could people return to work? Which critical and least-crowded activities be allowed to re-open? Even if leaders gradually allowed people to return to previous lifestyles, how would the world have changed with no apparent cure for an ongoing virus? Governments and multilateral agencies around the world reacted to these concerns with bold measures and packages.[footnoteRef:6] [6:  IMF Policy Responses to COVID-19 – This policy tracker summarizes the severity of COVID-19 cases, and fiscal, monetary, exchange rate and balance of payments policy responses by country. For live updates, see: https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19.] 


Fiscal Policy

Effective fiscal policy was seen as a major factor in sustaining the economy amidst unprecedented global lockdown. COVID-19 was not a permanent shock, but a short-term disaster. A consensus led by multilateral organizations emerged that countries needed to spend as much as possible to mitigate the economic costs. Long-term and non-essential expenditure was placed on halt as governments attempted to address healthcare, unemployment and financial needs. However, countries and states lacked a fiscal buffer due to previous expansionary policies and high debt. These existing burdens were magnified by declined tax revenue and increased expenditure, along with other COVID-19 effects.

On March 6th, Congress passed an emergency fiscal package of $8.3 billion to target the healthcare crisis. Additional measures soon followed to assist the labor force and free up liquidity. The U.S. pushed back dates to pay 2019 taxes to July 15th, freeing up approximately $300 billion of short-term liquidity. In addition to healthcare bottlenecks that resulted directly from COVID-19, countries faced fiscal stimulus needs due to lockdowns and layoffs. On March 25th, the U.S. Senate passed legislation to approve the largest stimulus package in recent memory, which would provide $2 trillion to shield American families and businesses from financial consequences. The legislation would allocate $116 billion to healthcare needs and equipment. It would also compensate employees who were affected by Covid-19 due to sick leave or unemployment, and provide one-time checks of $1,200 to Americans below certain income thresholds.[endnoteRef:86] The package would also provide $350 billion in loans to small businesses, and $500 billion in corporate aid to backstop Federal Reserve loans and assist companies deemed crucial to national security, such as Boeing and General Electric.[endnoteRef:87] The Congressional Budget Office projected the fiscal deficits to be the highest since 1945, and debt to be the highest in U.S. history.[footnoteRef:7] [86:  Jamerson, Duehren and Andrews, “Senate Approves Roughly $2 Trillion In Coronavirus Relief,” WSJ, March 26, 2020. https://www.wsj.com/articles/trump-administration-senate-democrats-said-to-reach-stimulus-bill-deal-11585113371, accessed March 2020.]  [87:  Jamerson, Duehren and Andrews, “Senate Approves Roughly $2 Trillion In Coronavirus Relief,” WSJ, March 26, 2020. https://www.wsj.com/articles/trump-administration-senate-democrats-said-to-reach-stimulus-bill-deal-11585113371, accessed March 2020.]  [7:  For live updates of the U.S. fiscal outlook, see: https://www.cbo.gov/topics/covid-19.] 


European countries also created stimulus packages to keep the economy afloat. On March 18th, the European Central Bank launched a Pandemic Emergency Purchase Program worth €750 billion, or 6.5% of GDP, to support governments in a quick response to the virus and related challenges. EU leaders agreed to a €25 billion investment fund to tackle COVID-related economic distress.[endnoteRef:88] The European Commission (EC) guaranteed €8 billion specifically to small and medium enterprises (SMEs) and mid-cap firms, and provided “credit holidays” for debtors who were affected by the virus. The EC also allocated resources to healthcare and unemployment reinsurance. [88:  Fairless, Tom, “ECB Expands Stimulus Measures, but Doesn’t Cut Rates,” WSJ, March 12, 2020. https://www.wsj.com/articles/ecb-monetary-stimulus-effort-expected-as-coronavirus-spreads-11583941762, accessed March 2020.] 


On top of resources for European countries, individual countries established fiscal injections and programs to increase liquidity. For example, Italy allocated €25 billion, or 1.5% of GDP, to the pandemic. The funding contributed to the health system, supported disrupted employment, delayed mortgage payments, and increased capacity for SME credit guarantees. Italy also deferred tax and payment deadlines for at least March and April. Germany broadened existing programs to ease firms’ access to affordable loans, and enabled tax payment deferrals for businesses while committing targeted funding to small firms and self-employed individuals for running costs for three months.

Among countries’ approaches to dealing with the financial repercussions of COVID-19 included direct demand stimulus packages amounting to $5 trillion. For many countries, such as China, stimulus took the form of income tax cuts and subsidies for individuals and small businesses that were impacted by business shutdowns.[endnoteRef:89] China’s government planned to increase its budget deficit by up to 4% of GDP when the 2020 budget was passed in April.[endnoteRef:90]   [89:  Torsten Sløk, “List of monetary and fiscal policy responses by G20 economies as of March 30,” Deutsche Bank Securities, March 30, 2020.]  [90:  Torsten Sløk, “List of monetary and fiscal policy responses by G20 economies as of March 30,” Deutsche Bank Securities, March 30, 2020.] 


Another approach that was taken in tandem with some direct stimulus packages was establishing programs to combat unemployment.[footnoteRef:8] Controversial short-term work subsidies allowed employers who experienced temporary reductions in demand to weather these periods without the costly process of laying off and then rehiring their employees. Many countries, including Denmark, Ireland, Japan, the U.S. and U.K. implemented these policies. Australian economists even went so far as to estimate that their government’s employer wage subsidy “saved” between 686,000 and 1 million jobs.[endnoteRef:91] The negative side to preserving short-term work was that it could prevent workers from pivoting to high-productivity firms during recessions. The policy debate between meeting short-term versus medium-term needs continued as the results of workforce-preserving subsidies emerged.  [8:  Harvard Kennedy School Employment Response Tracker – This tracker observes government policies for supporting employment. For live updates, see: https://www.hks.harvard.edu/centers/wiener/programs/project-on-workforce/covid-19-employment-response. ]  [91:  Lipson, Rachel, Northend and Albezreh, “Monitoring the Covid-19 Employment Response: Policy Approaches Across Countries,” Harvard Kennedy School. https://www.hks.harvard.edu/centers/wiener/programs/project-on-workforce/covid-19-employment-response, accessed July 2020.] 


Monetary Policy

Since the Global Financial Crisis in 2008, the world economy had depended heavily on government stimulus. Central banks created markets and distributed property rights, injecting monetary stimulus into the economy, and companies had borrowed significant amounts coming into 2019.[endnoteRef:92] As during the GFC, the negative economic growth from COVID-19 was expected to last at least a year. Additionally, both crises necessitated a coordinated global response as international trade and commodities tanked.[endnoteRef:93] [92:  Alfaro, Laura, and Renee Kim. “U.S. Subprime Mortgage Crisis: Policy Reactions (A).” Harvard Business School Case 708-036, March 2008. (Revised July 2009.)
]  [93:  Alfaro, Laura and Kim, Renee, The First Global Financial Crisis of the 21st Century (April 7, 2009). HBS Case Number: 709-057; Harvard Business School BGIE Unit. Available at SSRN: https://ssrn.com/abstract=1406433] 


U.S. FedCountries took similar approaches to monetary policy, slashing interest rates on loans. In the U.S., the Fed lowered bank loan rates and temporarily relaxed regulatory requirements in order to encourage bank lending. The period in March 2020 was reminiscent of March 2009, when the U.S. tackled a severe recession by cutting interest rates to near zero percent.[endnoteRef:94] The Fed cut the target rate for funds by 1.5 percentage points since March 3 to 0-0.25%, and purchased $500Bn of Treasuries and $200Bn of agency MBS. On March 23rd, the Federal Open Market Committee (FOMC) announced credit erasing measures and established two facilities – the Primary Market Corporate Credit Facility (PMCCF) and the Secondary Market Corporate (SMCCF) – to support credit to large firms. Combined with the new Term Asset-Backed Securities Loan Facility (TALF), these facilities would enable up to $5 trillion of Fed purchases. The FOMC lowered the discount rate on primary credit and extended lending term discounts to 90 days. The Fed used $1.3 trillion of common equity and $2.9 trillion in high-quality liquid assets to encourage banks to tap their capital and liquidity buffers. The Fed also purchased large amounts of securities – a tactic employed during the Great Recession to allow credit to continue to flow. The Fed pledged an open-ended overall amount of securities but announced that in the first week of the new program, it would purchase $375 billion in Treasury securities and $250 billion in mortgage-backed securities.[endnoteRef:95]  [94:  Alfaro, Laura, and Renee Kim. “U.S. Subprime Mortgage Crisis: Policy Reactions (B).” Harvard Business School Case 709-045, April 2009. (Revised June 2010.)]  [95:  Coronavirus Disease 2019 (COVID-19), Board of Governors of the Federal Reserve System, March 27, 2020. https://www.federalreserve.gov/covid-19.htm, accessed May 2020.] 


The Fed also instituted enormous lending facilities to support banks and businesses. Among these, the new Primary Corporate Credit Facility (PMCCF) supported credit for large employers to issue new bonds and loans, with the option to defer interest and principle payments for six months.[endnoteRef:96] The Main Street Lending Program supported lending to small and medium-sized businesses that were in good financial standing pre-coronavirus.[endnoteRef:97] To support state and local governments, the Fed established the Municipal Liquidity Facility to purchase up to $500 billion of short-term notes to support counties and cities.[endnoteRef:98] In addition to similar new programs, the Fed also re-launched crisis-era lending facilities such as the Money Market Mutual Fund Liquidity Facility (MMLF) to ease the flow of credit to households and businesses.[endnoteRef:99] Created during the 2008 Financial Crisis, the MMLF enabled banks to take out loans that would not count against their leverage and capital requirements. [96:  “Primary Market Corporate Credit Facility,” Federal Reserve Bank of New York, April 9, 2020. https://www.newyorkfed.org/markets/primary-Market-corporate-credit-facility, accessed April 2020.]  [97:  “Main Street Lending Program,” Board of Governors of the Federal Reserve System, April 16, 2020. https://www.federalreserve.gov/monetarypolicy/mainstreetlending.htm, accessed April 2020.]  [98:  “Municipal Liquidity Facility,” Board of Governors of the Federal Reserve System, April 16, 2020. https://www.federalreserve.gov/monetarypolicy/muni.htm, accessed April 2020.]  [99:  Cheng, Jeffrey, Skidmore and Wessel, “What’s the Fed doing in response to the COVID-19 crisis? What more could it do?” Brookings Institute, March 31, 2020. https://www.brookings.edu/research/fed-response-to-covid19/, accessed April 2020.] 


One suggestion for improving liquidity was to increase the number of countries with access to Federal Reserve swap lines, which provided credit for central banks to meet their day-to-day operations. In this way, struggling banks could maintain their reserve requirements in times of crisis, which would also assure investors and banks that it is safe to trade in a currency. The Federal Reserve cut lending rates for central banks from Canada, England, the Eurozone, Japan, and Switzerland, and extended swap lines to include the central banks of Australia, Brazil, Denmark, Korea, Mexico, New Zealand, Norway, Singapore, and Sweden.[endnoteRef:100]  [100:  Cheng, Jeffrey, Skidmore and Wessel, “What’s the Fed doing in response to the COVID-19 crisis? What more could it do?” Brookings Institute, March 31, 2020. https://www.brookings.edu/research/fed-response-to-covid19/, accessed April 2020.] 


EuropeThe European Central Bank (ECB) chose a different approach from major central banks such as the Bank of England and Federal Reserve. Rather than cut key interest rates, the ECB instituted cheap loans for banks and increased bond purchases from a bond-buying program of €20 billion to €120 billion.[footnoteRef:9][endnoteRef:101] Despite these actions to induce confidence in the market, European stock indexes continued to fall and yields increased on 10-year Italian government bonds. The ECB additionally signaled flexible treatment of bad-loan portfolios among European banks by allowing lenders to tap capital and liquidity buffers.  [9:  For live updates of the European Central Bank response, see: https://www.ecb.europa.eu/press/key/date/2020/html/ecb.sp200416~4d6bd9b9c0.en.html.]  [101:  “Our response to the coronavirus pandemic,” European Central Bank, April 30, 2020. https://www.ecb.europa.eu/home/search/coronavirus/html/index.en.html, accessed May 2020.] 


Emerging MarketsEmerging markets also tackled the negative effects of the crisis by focusing on liquidity. As in past crises, governments and central banks interfered with interest and loan rates in attempts to keep markets running (See Exhibit 9). From the 2014 oil shock to Shanghai’s stock market plunge in 2015, the economy had relied on monetary injections and policies to recover. For example, in 2015 the People’s Bank of China (PBC) had injected $101 billion into the economy, reduced reserve requirements by 50 basis points to 18%, and cut the one-year benchmark bank lending rate by 25 basis points to 4.6%.[endnoteRef:102] The PBC took a similar approach in 2020, issuing 2-3% of special central government bonds in addition to local government bonds.[endnoteRef:103] The PBC delayed loan payments for SMEs and households, supported bond issuance to finance SME lending, and eased housing policies by local governments. China also raised the ceiling on cross-border financing by 25% for banks and enterprises. On March 30th, the People’s Bank of China cut interest rates on bank loans by the largest margin since 2015.[endnoteRef:104] The country also injected the equivalent of $7 billion USD into the economy, with a record-low, 7-day reverse repurchase rate of 2.20%.[endnoteRef:105] Offering funds at a lower rate would keep market interbank rates low, thus increasing liquidity. China received a torrent of applications for debt relief from crisis-hit “Belt and Road Initiative” countries but seemed unlikely to forgive the loans.[endnoteRef:106] Brazil’s central bank lowered the policy rate by a historical low of 3.75%, reduced reserve requirements from 25 to 17 bps, and provided loans to financial institutions backed by private corporate bonds. Its exchange rate depreciated by 37% since the end of 2019.[endnoteRef:107] [102:  Shen, Samuel and Qing, “China cuts rates, reserve ratio after stocks plummet again,” Reuters, August 15, 2015. https://www.reuters.com/article/us-china-economy-interest-rate/china-cuts-rates-reserve-ratio-after-stocks-plummet-again-idUSKCN0QU16K20150825, accessed April 2020.]  [103:  Torsten Sløk, “List of monetary and fiscal policy responses by G20 economies as of March 30,” Deutsche Bank Securities, March 30, 2020.]  [104:  “China slashes rate, pumps US$7 billion into market to counter COVID-19 impact,” Channel News Asia, March 30, 2020. https://www.channelnewsasia.com/news/business/covid-19-china-slashes-rate-pumps-us-7-billion-market-12589274, accessed March 2020.]  [105:  “China slashes rate, pumps US$7 billion into market to counter COVID-19 impact,” Channel News Asia, March 30, 2020. https://www.channelnewsasia.com/news/business/covid-19-china-slashes-rate-pumps-us-7-billion-market-12589274, accessed March 2020.]  [106:  Kynge, James, “China faces wave of calls for debt relief on ‘Belt and Road’ projects,” Financial Times, April 30, 2020. https://www.ft.com/content/5a3192be-27c6-4fe7-87e7-78d4158bd39b, accessed May 2020.]  [107:  “IMF Policy Responses to COVID-19,” IMF, April 2020. https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19#B, accessed April 2020.] 


Central banks and governments bolstered economies with loans and credit. As of April 2020, 84 countries totaling 283 programs had introduced social protection and job programs relating to COVID-19. The most common programs took the form of non-contributory social assistance (150 programs), social insurance (91) and supply-side labor market interventions (42). Over a third of these total programs consisted of cash transfers to people in need. For example, the Philippines introduced five new cash programs alongside an existing program.[endnoteRef:108] Even countries that had not introduced new programs modified existing interventions. Many increased coverage, offered higher benefit levels, allowed advance payments, simplified administrative requirements, or incorporated COVID-response schemes into existing platforms.[endnoteRef:109] Interestingly, no low-income country created COVID-specific response programs. All regions, however, provided social protection and job responses. It remained to be seen whether the same tactics that had been used in past years could persist in the face of a yet-incurable virus that had spread all across the world.    [108:  Gentilini, Ugo, Almenfi and Orton, “Social Protection and Jobs Responses to COVID-19: A Real-Time Review of Country Measures,” World Bank, March 27, 2020. http://www.ugogentilini.net/wp-content/uploads/2020/03/Social-protection-responses-to-COVID19_March27.pdf, accessed April 2020.]  [109:  Gentilini, Ugo, Almenfi and Orton, “Social Protection and Jobs Responses to COVID-19: A Real-Time Review of Country Measures,” World Bank, March 27, 2020. http://www.ugogentilini.net/wp-content/uploads/2020/03/Social-protection-responses-to-COVID19_March27.pdf, accessed April 2020.] 


Other Policies

Kristalina Georgiva, Managing Director of the IMF, noted that “a global crisis like no other needs a global response like no other.”[endnoteRef:110] The IMF provided rapid-disbursing emergency financing of up to $50 billion for vulnerable countries. $10 billion of this amount would be at available at zero interest for low-income countries.[endnoteRef:111] On March 3rd, the World Bank announced up to $12 billion in immediate support for COVID-19 response across member countries. Over the coming months, additional funding poured in as nations attempted to support people amid the immediate effects of the virus and containment measures.  As of May 2020, more than 90 countries had sought assistance from the IMF. The World Bank initiated debt relief for the poorest countries, assisting 93 countries and an upcoming additional 18 countries with COVID-related health projects in April. [footnoteRef:10] [110:  “A Global Crisis Like No Other Needs a Global Response Like No Other,” IMF Blog, April 20, 2020. https://blogs.imf.org/2020/04/20/a-global-crisis-like-no-other-needs-a-global-response-like-no-other/, accessed May 2020.]  [111:  “Questions and Answers on the IMF’s $50 billion Rapid-disbursing Emergency Financing Facilities,” IMF, March 19, 2020. https://www.imf.org/en/About/FAQ/50-billion-rapid-disbursing-emergency-financing-facilities, accessed April 2020. ]  [10:  See https://www.imf.org/en/Topics/imf-and-covid19/COVID-Lending-Tracker for live updates of IMF support to countries and https://maps.worldbank.org for an interactive map of the World Bank COVID-19 projects.] 


  In March 2020, the U.N. called for $2.5 trillion for debt forgiveness and health recovery for the world’s 76 poorest countries.[endnoteRef:112] On March 25th, the IMF and World Bank called on “all official bilateral creditors to [immediately] suspend debt payments from IDA countries that request forbearance.”[endnoteRef:113] Starting May 1st, the poorest countries that qualified for International Development Association financing were allowed to suspend their debt payments.[endnoteRef:114] With global remittances projected to drop by 20% in 2020, keeping remittance channels open and managing debt became crucial for the world’s most vulnerable populations. [112:  Goodman, Peter, “Why the Global Recession Could Last a Long Time,” NY Times, April 1, 2020. https://www.nytimes.com/2020/04/01/business/economy/coronavirus-recession.html?smid=em-share, accessed April 2020.]  [113:  “Joint Statement from the World Bank Group and the International Monetary Fund Regarding A Call to Action on the Debt of IDA Countries,” World Bank, March 25, 2020. https://www.worldbank.org/en/news/statement/2020/03/25/joint-statement-from-the-world-bank-group-and-the-international-monetary-fund-regarding-a-call-to-action-on-the-debt-of-ida-countries, accessed May 2020. ]  [114:  Malpass, David, “May 1, 2020 end of week update: Debt relief for the world’s poorest countries”, World Bank, May 1, 2020. https://blogs.worldbank.org/voices/may-1-2020-end-week-update-debt-relief-worlds-poorest-countries, accessed May 2020. ] 


Along with market concerns, developing countries faced the added challenge of a public health emergency. Population density combined with insufficient hospital infrastructure amplified the dangers of the pandemic in poorer countries. Many feared policies aimed at restricting world trade of medical equipment. Just seven countries accounted for 70% of ventilator exports. As leaders of nations such as Sweden restricted exports of personal protective equipment, the implications of hoarding could be catastrophic for countries with insufficient supplies.[endnoteRef:115] As of mid-April, less than 10% of America’s stimulus spending was for the healthcare sector, despite a desperate need for funds to compensate for a fragmented healthcare system.[footnoteRef:11][endnoteRef:116]  [115:  Boykoff et. al, “In the race to secure medical supplies, countries ban or restrict exports,” CNN, March 27, 2020. https://www.cnn.com/2020/03/27/business/medical-supplies-export-ban/index.html, accessed April 2020.]  [11:  Harvard Coronavirus Economic Tracker – This global policy tracker collects real-time data on fiscal policy, monetary policy, and lockdowns relating to COVID-19. For live updates, see: https://projects.iq.harvard.edu/covidpt/global-policy-tracker.
Oxford’s Coronavirus Government Response Tracker – This tracker maps government responses, including containment and closures (such as restrictions and cancellations of events, business and school closures), health responses (such as contact tracing and testing) and economic measures (such as income support and fiscal policies) and various other data visualization tools relating to COVID-19. For live updates, see: https://www.bsg.ox.ac.uk/research/research-projects/coronavirus-government-response-tracker.]  [116:  Tooze, Adam, “Shockwave,” London Review of Books, April 16, 2020. https://www.lrb.co.uk/the-paper/v42/n08/adam-tooze/shockwave, accessed April 2020.] 


The World After COVID-19

The world was in shock as the virus death toll rose, unemployment skyrocketed, and people were confined to their homes.  Some experts questioned why many countries seemed so unprepared for the pandemic, considering experts and government officials had raised concerns about pandemics for years. Virologist Stephen Morse coined the term “emerging viruses” in a series of academic papers in 1990, where he warned about the devastating implications of viral epidemics.[endnoteRef:117] In 2012, a survey from the World Economic Forum and Accenture assessed the risk of a disruption in the global supply chain and included “Pandemic” among the 18 categories of plausible risk.[endnoteRef:118] It assigned a probability of 11 percent to such a pandemic (against, for instance, 19 percent assigned to global energy shortage or 17 percent assigned to shortage of labor), making the probability of a pandemic not unlikely. In 2015, Bill Gates shared a model of how a flu epidemic could spread, inciting journalist Ezra Klein to write that “a pandemic disease is the most predictable catastrophe in the history of the human race, if only because it has happened to the human race so many, many times before.”[endnoteRef:119] There was no shortage of warnings, yet the world was surprised by COVID-19.  [117:  “Experts warned of a pandemic decades ago. Why weren’t we ready?,” National Geographic, April 8, 2020. https://www.nationalgeographic.com/science/2020/04/experts-warned-pandemic-decades-ago-why-not-ready-for-coronavirus/, accessed May 2020. ]  [118:  “Global Risks 2012: An Initiative of the Risk Response Network,” World Economic Forum, 2012. http://www3.weforum.org/docs/WEF_GlobalRisks_Report_2012.pdf, accessed May 2020. ]  [119:  Friedman, Uri, “We Were Warned”, The Atlantic, March 18, 2020. https://www.theatlantic.com/politics/archive/2020/03/pandemic-coronavirus-united-states-trump-cdc/608215/, accessed May 2020. ] 


Even amidst immediate concerns for the health of loved ones, people wondered how the world would change once the COVID-19 crisis was over. How would social interactions transform as generations scarred by the pandemic moved on with their lives? Would the economy ever recover from a long period of uncertainty and joblessness? 

Countries began discussing how to gradually reopen the economy. On April 20th, Germany allowed smaller stores to open after a month-long shutdown.[endnoteRef:120] Gyms, restaurants, and large stores remained closed, but Europe’s biggest economy planned to open schools, beginning with older students, on May 4th.[endnoteRef:121] On April 14th, Italy opened bookstores and laundromats, the Czech Republic opened athletic stadiums at limited capacities, and many non-essential employees in Spain returned to work. Norway prioritized reopening schools, allowing kindergartens to open from April 20th and young students to resume school a week later.[endnoteRef:122] Iran, the Middle East’s worst-hit country, opened low-risk businesses from April 18th in the capital. While prevention measures remained in most of China, Wuhan eased restrictions on outbound travel on April 8th, after a 76-day lockdown.[endnoteRef:123] In the U.S., state decisions to reopen remained uncoordinated. Georgia, Alaska and Oklahoma were among the first to reopen restaurants and businesses. Georgia especially came under the spotlight as gyms and personal-care businesses opened on April 24th.[endnoteRef:124]  [120:  Pancevski, Bojan and Boston, “Germany to Begin Gradually Reopening Its Economy Next Week; Merkel unveils plan for first phase in easing country’s partial coronavirus lockdown, signaling slow process ahead,” Wall Street Journal, April 15, 2020. https://www.wsj.com/articles/germany-to-begin-gradually-reopening-its-economy-next-week-11586989014, accessed April 2020. ]  [121:  Nicola, Stefan and Wilkes, “Germany to Reopen Stores in First Step Toward Post-Virus Era,” Bloomberg, April 19, 2020.
https://www.bloomberg.com/news/articles/2020-04-19/germany-is-reopening-stores-in-first-step-toward-post-virus-era, accessed April 2020.]  [122:  Smith-Spark, Laura, “These countries are reopening after coronavirus -- here’s how they’re doing it,” CNN, April 16, 2020. 
 https://www.cnn.com/2020/04/11/health/european-countries-reopening-coronavirus-intl/index.html, accessed April 2020.]  [123:  Gan, Nectar, “China lifts 76-day lockdown on Wuhan as city reemerges from coronavirus crisis,” CNN, April 8, 2020. https://fortune.com/2020/05/04/china-economy-reopens-wuhan-restaurant-public-transportation/, accessed May 2020.]  [124:  Levenson, Eric, “Reopening US states are taking their first steps toward a new normal,” CNN, April 27, 2020. https://www.imf.org/en/Publications/WEO/Issues/2020/04/14/weo-april-2020, accessed April 2020.] 


Former U.S. Treasury Secretary Larry Summers attributed the drop in economic performance not to lockdown policies, but to the virus itself. “You can open up the economy all you want, but when they’re hiring refrigerator trucks to deliver dead bodies to transport them to the morgues, not many people are going to go out of their houses…so blaming the economic collapse on the policy, rather than on the problem, is fallacious in the same way that observing that wherever you see a lot of oncologists, you’ll tend to see a lot of people dying of cancer and inferring that that means that oncologists kill people.”[endnoteRef:125] While some urged political leaders to reopen the economy even for temporary economic relief, Summers responded, “Yeah we could create a near-term bit of economic growth by letting it all go, but if that leads us back to the widespread spread of contagious disease, ultimately we’re going to be behind.”  [125:  Summers, Larry, “FIRESIDE CHATS WITH HARVARD FACULTY: A COVID-19 SYMPOSIUM,” Harvard Business School, April 23, 2020. https://www.hbs.edu/mba/blog/post/covid-19-symposium-what-faculty-are-saying-about-the-crisis?cid=spmailing-32157239-4-27-2020-KYHBS%20(1)-April%2027,%202020, (4:27), accessed April 2020.] 


The COVID-19 pandemic inflicted high costs to well-being and the economy. The world had changed dramatically over just a few months, where people faced a reality that a small handful of infected people could spread to thousands in just a few days. The initial period of containment needed to eventually transition into a second period of recovery, and policymakers debated how to ease restrictions while maintaining social distancing and public safety. As people spent weeks and even months holed up at home, limited to conveying their fears through virtual means, they wondered what “normal” would look like in a world post-coronavirus.




Exhibit 1Real GDP Growth (Annual Percent Change)
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Source:	“Real GDP Growth,” IMF Datamapper, World Economic Outlook, May 4, 2020. https://www.imf.org/external/datamapper/NGDP_RPCH@WEO
/OEMDC/ADVEC/WEOWORLD, accessed May 4, 2020.




Exhibit 2Economic Growth Projections
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Source:	“Latest World Economic Outlook Growth Projections,” IMF, World Economic Outlook, https://www.imf.org/en/Publications/WEO/Issues/2020/04/14/weo-april-2020, accessed May 4, 2020. 




Exhibit 3Timeline of Events

[image: ]

Source:	Created by casewriter, May 4, 2020.




Exhibit 4Total Confirmed COVID-19 Cases Per Million People
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Source:	Our World in Data, https://ourworldindata.org/grapher/total-confirmed-cases-of-covid-19-per-million-people?year=2020-05-04, accessed May 4, 2020.



Exhibit 5Count of Treatments and Vaccines 
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Source:	FasterCures, a center of the Milken Institute, May 4, 2020, https://milkeninstitute.org/covid-19-tracker.


Exhibit 6Stock Market in 2020
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Source:	Bloomberg, 27 April, 2020, accessed May 4, 2020. 



Exhibit 7Crude Oil Prices
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Source:	Federal Reserve Bank of St. Louis, April 27, 2020. https://fred.stlouisfed.org/series/DCOILWTICO,  accessed May 4, 2020.




Exhibit 8Stress Episodes for Capital Flows
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Source:	Institute of International Finance, © 2020, https://www.iif.com/Publications/ID/3829/IIF-Capital-Flows-Tracker-The-COVID-19-Cliff, accessed May 4, 2020.



Exhibit 9Non-Resident Portfolio Flows to Emerging Markets
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[bookmark: _GoBack]Source:	Haver, Institute of International Finance, © 2020, https://www.iif.com/Publications/ID/3829/IIF-Capital-Flows-Tracker-The-COVID-19-Cliff, accessed May 4, 2020.
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