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The ”Big Picture” of COVID-19 impact
on world economy
in end-March and early April 2020



Macroeconomic (country) estimates based on COVID-19 impacts*:

* IMF, International Monetary Fund, the latest estimate released on 14 April 2020
* The World Bank, key site on COVID-19
* ECB European Central Bank

* EIB European Investment Bank

* |LO International Labour Organization

e OECD and ITF at the OCED (International Transport Forum)
 ASEAN

 Fitch ratings*™

e Standard & Poors*

* Centre for Global Development on Africa, 3 April 2020

* McKinsey, Implications for Business, 13 April 2020

*) All other Open access, but these may require registration 3


https://www.imf.org/en/Publications/WEO/Issues/2020/04/14/weo-april-2020
https://www.worldbank.org/
https://www.worldbank.org/en/who-we-are/news/coronavirus-covid19
https://www.cepweb.org/the-ecb-response-to-covid-19/
https://www.eib.org/en/about/initiatives/covid-19-response/index.htm
https://www.ilo.org/global/topics/coronavirus/impacts-and-responses/WCMS_739050/lang--en/index.htm
https://data.oecd.org/gdp/real-gdp-forecast.htm
https://www.aseanbriefing.com/about-us/overview.html
https://www.fitchsolutions.com/topic/coronavirus
https://www.spglobal.com/ratings/en/research/articles/200324-global-macroeconomic-update-march-24-a-massive-hit-to-world-economic-growth-11402099
https://www.cgdev.org/blog/economic-impact-covid-19-africa-weeks-latest-analysis
https://www.mckinsey.com/business-functions/risk/our-insights/covid-19-implications-for-business

IMF on 14 April 2020: Global GDP -3.0 % in 2020

WORLD ECONOMIC OUTLOOK APRIL 2020

GROWTH PROJECTIONS

The COVID-19 health crisis will have a severe impact on economic activity in 2020
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https://www.imf.org/en/Publications/WEO/Issues/2020/04/14/weo-april-2020

UN on 1 April 2020:

World growth outlook for 2020 in the best- and

COVID-19 likely to shrink worst-case scenarios, as of late March 2020

Percentage

global GDP by almost
one per cent in 2020

Governments are considering and

rolling out large stimulus packages
to avert a sharp downturn of their
economies which could potentially
plunge the global economy into a 10 -
deep recession.

According to UN DESA* on 1 April
2020, the world economy could
contract by 0.9 per cent in 2020 in 90
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https://www.un.org/development/desa/dpad/publication/world-economic-situation-and-prospects-april-2020-briefing-no-136/

Examples of three types of economic shock:

the L-, V- and U-shaped developments



Examples of three types of economic shock: the L-, V- and U-shaped developments

V-shaped (Canada)
Economic Shock: 3 Examples

20 -- Precrisis Actual

The concept of a recession is binary and blunt. growth trend  growth

The bigger-scenario question revolves around the
shape of the shock and its structural legacy. To
illustrate, consider how the 2008 global financial
crisis delivered recessions in three sample
countries, yet followed vastly different shapes
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Authority, BCG Center for Macroeconomics Analysis 10

Harvard Business Review, 27 March 2020; read more here


https://hbr.org/search?term=philipp%20carlsson-szlezak
https://hbr.org/search?term=martin%20reeves
https://hbr.org/search?term=paul%20swartz
https://hbr.org/2020/03/understanding-the-economic-shock-of-coronavirus?utm_medium=Email&utm_source=esp&utm_campaign=covid&utm_description=featured_insights&utm_topic=covid&utm_geo=global&utm_content=202004_2&utm_usertoken=ead497d49a0e9aaabbcf4c71e019251022342407

Two Economic Supply-Side
Threats from Covid-19

real economy simultaneously.

The Covid-19 shock uniquely raises liquidity and
capital risks in both the financial system and the

The two paths of COVID-19’s structural damage in a U-shaped scenario:

Financial system risks. The unprecedented Covid-19 shock has
already generated stress in capital markets, triggering a forceful
response from central banks. If liquidity problems persist and
real economy problems lead to write-downs, capital problems
can arise. While from a policy perspective we may know the
solutions, bailouts and recapitalization of banks are politically
controversial. In the case of a financial crisis, capital formation
would take a huge hit, driving a prolonged slump with damage
to labor and productivity as well.

Extended real economy “freeze.” The truly unprecedented
possibility. Months of social distancing could disrupt capital
formation and ultimately labor participation and productivity
growth. Unlike financial crises, an extended freeze of this
magnitude damaging the supply side would be new territory

Liquidity problems

Capital problems

Financial system shock

Liquidity problems
hamper credit
intermediation
and investment

Capital problems
shut credit channel,
damaging capital
formation and
ultimately growth

Real economy “freeze”

Healthy households
and companies face
severe cash-flow
problems, hampering
investment

Damaged household
and company balance
sheets cripple
investment and
ultimately growth

Source: BCG Center for Macroeconomics analysis

for policy makers.

Philipp Carlsson-Szlezak, Martin Reeves and Paul Swartz,

Harvard Business Review, 27 March 2020; read more here


https://hbr.org/search?term=philipp%20carlsson-szlezak
https://hbr.org/search?term=martin%20reeves
https://hbr.org/search?term=paul%20swartz
https://hbr.org/2020/03/understanding-the-economic-shock-of-coronavirus?utm_medium=Email&utm_source=esp&utm_campaign=covid&utm_description=featured_insights&utm_topic=covid&utm_geo=global&utm_content=202004_2&utm_usertoken=ead497d49a0e9aaabbcf4c71e019251022342407

How long will this last,
and what shape will it take?

- well, too early to say:

nobody seems to have the answer right now,
only good or less good guesses...



An initial "questimate”* of broader impacts of COVID-19 in EU countries:
social problems may become the main concern by early 2021
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*) N.B. This is purely for illustration purposes, and reflects the Author’s personal "questimate” in early April 2020
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What type of financial or
economic help is on offer?



Some of the largest help packages since mid-March 2020

* On Thu, 26 March 2020, G20 economies announced to pump USS$5,000 billion into the
world economy as part of a joint pledge to use all policy tools available to cushion the
impacts of the global COVID-19 pandemic

e ECB (European Central Bank) injected an additional 870 billion euro — about 7% of the
euro area’s GDP — into financial markets to address the challenge. Through its
refinancing lines it is also making up to 3,000 billion euro in liquidity available, at the
lowest interest rate it has ever offered: -0.75%.

* IMF (International Monetary Fund) ready to deploy US$1,000 billion in lending capacity

* On 25 March 2020, IMF launched a Tracker of fiscal, monetary or macro-financial policies
Governments are taking in response to COVID-19 covering 186+ economies

* The EIB Group (European Investment Bank) has proposed a plan to mobilise up to €40
billion of financing.

* On 17 March 2020, World Bank Group Increases COVID-19 Response to USS14 Billion To
Help Sustain Economies and Protect Jobs
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https://www.japantimes.co.jp/news/2020/03/27/business/economy-business/g20-stimulus-coronavirus/#.XoDZGIgzY2w
http://www.g20.utoronto.ca/2020/2020-g20-statement-0326.html
https://www.cepweb.org/the-ecb-response-to-covid-19/
https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19
https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19
https://www.eib.org/en/about/initiatives/covid-19-response/index.htm
https://www.worldbank.org/en/news/press-release/2020/03/17/world-bank-group-increases-covid-19-response-to-14-billion-to-help-sustain-economies-protect-jobs

How does COVID-19 impact on trade
and supply chains look like now*?

*) Early April 2020



WTO on 8 April 2020: Trade set to plunge as
COVID-19 pandemic upends global economy

World merchandise trade volume, 2000-2022
WTO expects world trade 1«

to fall by between 13% .

120

and 32% in 2020 as the 116

COVID 19 pandemic 100
disrupts normal 22 -

economic activity and o -
life around the world. 60 ._/

Read more here. @™ =  SS22223R8R%8R8R3R%8R%88%8R%2382388238¢8.x%

Merchandise trade

Optimistic scenario Pessimistic scenario

Trend 1990-2008 Trend 2011-2018


https://www.wto.org/english/news_e/pres20_e/pr855_e.htm

WTO on 8 April 2020: Ratio of world merchandise
trade growth to world GDP growth, 1990-2020
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https://www.wto.org/english/news_e/pres20_e/pr855_e.htm

New export orders from purchasing managers indices (Global)
. Jan. 2008 — Mar. 2020; WTO, 8 April 2020; available here.
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https://www.wto.org/english/news_e/pres20_e/pr855_e.htm

IHS Markit Eurozone PMI®: COVID-19 outbreak leads to

largest collapse in business activity ever recorded

Key findings:

Flash Eurozone PMI Composite
Output Index(1) at 31.4 (51.6 in
February). Record low (since July
1998).

Flash Eurozone Services PMI Activity
Index(2) at 28.4 (52.6 in February).
Record low (since July 1998).

Flash Eurozone Manufacturing PMI
Output Index(4) at 39.5 (48.7 in
February). 131-month low.

Flash Eurozone Manufacturing
PMI(3) at 44.8 (49.2 in February).
92-month low.

IHS Markit Eurozone Composite PMI Eurozone GDP, q/q%

65 15
60 1.0
55 0.5
50 0.0
45 0.5
40 -1.0
GDP s P |
35 1.5
30 2.0
25 m— - - - - 2.5

1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019
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https://www.markiteconomics.com/Public/Home/PressRelease/30078c37216c413bb410af22ae547068

Cument as of April 2, 2020

Market capitalization has declined across sectors, with

significant variation to the extent of the decline
Weighted average year-to-date local currency total shareholder returns by industry in percent'. Width of bars is starting market cap in $
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1. Data set includes global top 3000 companies by market cap in 2019, excluding some subsidiaries, holding companies, companias with very small free float and companies that have delisted since
Source: Corporate Performance Analytics, S&CF Insights, S&P Global McKinsey & Company 28


https://www.mckinsey.com/~/media/mckinsey/business%20functions/risk/our%20insights/covid%2019%20implications%20for%20business/covid%2019%20march%2030/covid-19-facts-and-insights-april-3.ashx

Curment as of Apnl 2, 2020

Even within sectors, there is significant variance

between companies
Distribution of year-to-date total shareholder returns by industry percent!

. Inter-guariile range i 90% percentie range = Median X Weighted Average

Source: McKinsey COVID-19 Briefing materials, 3 April 2020
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https://www.mckinsey.com/~/media/mckinsey/business%20functions/risk/our%20insights/covid%2019%20implications%20for%20business/covid%2019%20march%2030/covid-19-facts-and-insights-april-3.ashx

Shifts in U.S. purchasing patterns as the COVID-19 outbreak intensifies
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Source: Earnest Research credit card data as of 3/18/2020 and BCG estimates; BCG GAMMA analytics,

Source: Sensing and Shaping the Post-COVID Era, April 3, 2020
By Martin Reeves , Philipp Carlsson-Szlezak , Kevin Whitaker , and Mark Abraham , BCG Henderson Institute



https://www.bcg.com/publications/2020/8-ways-companies-can-shape-reality-post-covid-19.aspx?utm_medium=Email&utm_source=esp&utm_campaign=covid&utm_description=featured_insights&utm_topic=covid&utm_geo=global&utm_content=202004_2&utm_usertoken=ead497d49a0e9aaabbcf4c71e019251022342407&redir=true
https://www.bcg.com/about/people/experts/martin-reeves.aspx
https://www.bcg.com/about/people/experts/philipp-carlsson-szlezak.aspx
https://www.bcg.com/about/people/experts/kevin-whitaker.aspx
https://www.bcg.com/about/people/experts/mark-abraham.aspx

Potential implications of spending more time at home

Home office spaces

Working from

home Traditional office spaces

Takeaway

Eating at home Home cooking
Streaming

. Books

Entertainment

Games
TIME
AT HOME

Business travel

Personal travel

Refurbishment
Equipment
Commercial real estate

Delivery services

Eating out

Food delivery

I Long distance -

Commuting

Tourism

Digital

> . Collaboration platforms
coordination

Bandwidth

Source: BCG Henderson Institute.

Source: Sensing and Shaping the Post-COVID Era, April 3, 2020
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Printers

Air travel
Mass transit
Local tourism

Long distance

@® Potential increase in behavior
@ Potential decrease in behavior

By Martin Reeves , Philipp Carlsson-Szlezak , Kevin Whitaker , and Mark Abraham , BCG Henderson Institute



https://www.bcg.com/publications/2020/8-ways-companies-can-shape-reality-post-covid-19.aspx?utm_medium=Email&utm_source=esp&utm_campaign=covid&utm_description=featured_insights&utm_topic=covid&utm_geo=global&utm_content=202004_2&utm_usertoken=ead497d49a0e9aaabbcf4c71e019251022342407&redir=true
https://www.bcg.com/about/people/experts/martin-reeves.aspx
https://www.bcg.com/about/people/experts/philipp-carlsson-szlezak.aspx
https://www.bcg.com/about/people/experts/kevin-whitaker.aspx
https://www.bcg.com/about/people/experts/mark-abraham.aspx

Example of market information
on COVID-19
in the public domain

Early April 2020



@  Observatory on border crossing

7\ status due to COVID-19 (s)unece
The Observatory was opened on 26 March 2020; find it HERE
Supported by the:
UNECLAC, United Nations Economic Commission for Latin America and the Caribbean
UNESCAP, United Nations Economic and Social Commission for Asia and the Pacific

UN ESCWA, United Nations Economic and Social Commission for Western Asia

ECO Secretariat, the Economic Cooperation Organization

{@\EUNI ED NATIONS
IRU, the International Road Transport Union Im \g”“""E CAP

Social Commission for Asia and che Pacific
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https://wiki.unece.org/display/CTRBSBC/Observatory+on+Border+Crossings+Status+due+to+COVID-19+Home

Selected examples of market intelligence gathering on
COVID-19 in the public domain:

* DHL Ocean freight market update, April 2020
* BIMCO Market Analysis, April 2020 (Maritime shipping)
* |ATA, April 2020 (Air transport)

* |ATA especially on Air passenger transport, 2 April 2020 update

* Bolloré generally on logistics markets, update 15 April 2020

* Statista on Transportation & Logistics; (Constant updates)

* Saloodo on Transportation & Logistics; (Constant updates)

37


https://www.dhl.com/content/dam/dhl/global/dhl-global-forwarding/documents/pdf/glo-dgf-ocean-market-update.pdf
https://www.bimco.org/news-and-trends/market-analysis
https://www.iata.org/en/publications/economics/
https://www.iata.org/en/iata-repository/publications/economic-reports/air-passenger-monthly-analysis---feb-2020/
https://www.bollore-logistics.com/en/Pages/news/Coronavirus_Impact_Update.aspx
https://www.statista.com/markets/419/transportation-logistics/
https://www.saloodo.com/blog/coronavirus-covid-19-logistics-update/#1585295694481-f469ee30-a508

Road freight transport
congestion at
European borders
somewhat increasing
In Central Europe, but
mostly free of major e
slow-downs reand

Situation as at
Sun 9 Apr 2020
11:37 (CET)

Real-time updates
available at
(public domain): B <
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Some useful sites to follow



Some useful sites to follow on COVID-19 response and info:

* Selected UN Agencies on COVID-19:

* IMO ICAO UNECE (Europe) UNESCAP (Asia Pacific)
e UNECE Observatory on Border Crossings due to COVID-19 launched on 26 March 2020

e EU Mobility and Transport (European Commission)
* European Maritime Safety Agency EMSA listings on MS actions

* Impacts on road haulage by IRU
* Aviation industry by IATA: https://www.iata.org/en/
 Baltic Sea Ports and Shipping by BPO (30 March 2020)
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http://www.imo.org/en/MediaCentre/HotTopics/Pages/Coronavirus.aspx
https://www.icao.int/Security/COVID-19/Pages/default.aspx
https://www.unece.org/covid-19.html
https://www.unescap.org/covid19
https://wiki.unece.org/display/CTRBSBC/Observatory+on+Border+Crossings+Status+due+to+COVID-19+Home
https://ec.europa.eu/transport/coronavirus-response_en
http://emsa.europa.eu/news-a-press-centre/covid19.html
https://www.iru.org/resources/tools-apps/flash-info
https://www.iata.org/en/
http://www.bpoports.com/covid-19-baltic-ports-keep-running.html

Major logistics firms on COVID-19 (updated constantly):

* DB Schenker DHL DSV CEVA UPS FedEx
* Wilhelmsen COVID-19 Global Port Restrictions Map (a very good one!)

* Bolloré COVID-19 IMPACT UPDATE March 27th, 2020

* Kuehne & Nagel https://www.kn-portal.com/updates on coronavirus

* Maersk: https://www.maersk.com/stay-ahead

* Ti Coronavirus March 2020 updates
 Zipline Logistics, 2020 Q2 Freight Market Update, 24 March 2020
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https://www.dbschenker.com/de-en/meta/customer-information
https://www.dhl.com/global-en/home/global-news-alerts/global-messages/coronavirus.html
https://www.dsv.com/coronavirus
https://www.cevalogistics.com/ceva-logistics-is-responding-to-covid-19
https://www.ups.com/fr/en/about/news/important-updates.page
https://www.fedex.com/en-us/coronavirus.html
https://www.wilhelmsen.com/ships-agency/campaigns/coronavirus/coronavirus-map/
https://www.bollore-logistics.com/en/Pages/news/Coronavirus_Impact_Update.aspx
https://www.kn-portal.com/updates_on_coronavirus
https://www.maersk.com/stay-ahead
https://www.ti-insight.com/supplychainrisk-coronavirus/
https://ziplinelogistics.com/blog/2020-q2-freight-market-coronavirus/

Selected sources

* DHL Ocean freight market update (March 2020)

e Hybrid CoE (2019) HANDBOOK ON MARITIME HYBRID THREATS — 10 Scenarios and Legal
Scans

e |ATA (24 March 2020) Deeper Revenue Hit from COVID-19

* McKinsey (25 March 2020)

* McKinsey (16 March 2020) COVID-19 Briefing Note

 UNCTAD (26 March 2020) Coronavirus could cut global investment by 40%

 WEF a) (March 2020), World Economic Forum

« WEF b) (23 March 2020), How China can rebuild global supply chain resilience after COVID-19
 WTO (2020) World Trade Statistical Review 2019

Selected Video presentations:

 MIT video briefing “A Coronavirus Briefing - The Impact of COVID-19 on Business and Supply
Chain”, 16 March 2020, 56 minutes
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https://www.logistics.dhl/content/dam/dhl/global/dhl-global-forwarding/documents/pdf/glo-dgf-ocean-market-update.pdf
https://www.hybridcoe.fi/publications/handbook-on-maritime-hybrid-threats-10-scenarios-and-legal-scans/
https://www.iata.org/en/pressroom/pr/2020-03-24-01/
https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/Risk/Our%20Insights/COVID%2019%20Implications%20for%20business/COVID%2019%20March%2025/COVID-19-Facts-and-Insights-March-25-v3.ashx
https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/Risk/Our%20Insights/COVID%2019%20Implications%20for%20business/COVID%2019%20March%2016/COVID-19-Facts-and-Insights-March-16-v5.ashx
https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=2313
https://intelligence.weforum.org/topics/a1G0X000006O6EHUA0?tab=publications
https://www.weforum.org/agenda/2020/03/coronavirus-and-global-supply-chains/
https://www.wto.org/english/res_e/statis_e/wts2019_e/wts2019_e.pdf
https://www.youtube.com/watch?v=Br0FqIuWAHA&feature=youtu.be

Thank you — and take care!

| got the
flight path via:

Jan Hoffmann, UNCTAD,
27 March 2020

@flightradar24

-Lauri
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