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Introduction

Richard Baldwin and Beatrice Weder di Mauro
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COVID-19 is spreading human suffering worldwide; that is what we should all be 





https://www.ft.com/content/a26fbf7e-48f8-11ea-aeb3-955839e06441


https://www.japantimes.co.jp/news/2020/03/02/business/asian-factories-china-pmi/#.Xl4HA6hKjMw
https://www.japantimes.co.jp/news/2020/03/02/business/asian-factories-china-pmi/#.Xl4HA6hKjMw
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Box 1 Recent history of pandemics

The 20th century witnessed two pandemics since the historic ‘Spanish Influenza’ of 
1918: the ‘Asian flu’ of 1957 and the ‘Hong Kong flu’ of 1968. The 21st century has 
seen four pandemic outbreaks: N1H1 in 2009 (‘bird flu’), Severe Acute Respiratory 
Syndrome (SARS) in 2002, Middle East Respiratory Syndrome (MERS) in 2012, 
and Ebola which peaked in 2013-14. This box reviews the timelines and mortality 
of these epidemics.

Asian flu (H2N2): The Asian influenza originated in the Chinese province of 
Yunan at the beginning of 1957. The disease reached Singapore in February 1957 
and spread to Hong Kong in April 1957. It then spread in the Southern Hemisphere, 
reaching India, Australia and Indonesia in May, before arriving in Pakistan, Europe, 
North America and the Middle East in June. South Africa and South America, New 
Zealand and the Pacific Islands were affected from July, while Central, West and 
East Africa, Eastern Europe and the Caribbean were reached in August.2 This first 
wave peaked towards the end of 1957 and affected mostly school children, young 
adults and pregnant women. A second wave arrived in 1958, hitting several regions 
including in Europe, North America and Japan, with this one tending towards 
affecting the elderly. 

The estimated number of deaths is not precise, but the consensus figure is around 
1.1 million deaths worldwide.3

https://www.globalsecurity.org/security/ops/hsc-scen-3_pandemic-1957.htm
https://web.archive.org/web/20090331065518/http:/www.pandemicflu.gov/general/historicaloverview.html
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According to the CDC, H3H2 kill about a one million people worldwide, mosbH2 kill

https://www.cdc.gov/flu/pandemic-resources/1968-pandemic.html
file:///C:\Users\baldw\REBEC Dropbox\Richard (rbaldwin - admin) Baldwin\COVID Instant Book\Intro\ https\www.globalsecurity.org\security\ops\hsc-scen-3_pandemic-1968.htm
file:///C:\Users\baldw\REBEC Dropbox\Richard (rbaldwin - admin) Baldwin\COVID Instant Book\Intro\ https\www.globalsecurity.org\security\ops\hsc-scen-3_pandemic-1968.htm
https://www.ecdc.europa.eu/en/seasonal-influenza/2009-influenza-h1n1-timeiline
https://www.cdc.gov/flu/pandemic-resources/2009-h1n1-pandemic.html
https://www.who.int/en/news-room/fact-sheets/detail/middle-east-respiratory-syndrome-coronavirus-(mers-cov)
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https://www.who.int/emergencies/mers-cov/en/?fbclid=IwAR37pBRdyme8WYc5CAvs2o9winh6gr37jbHEstdCw8C8hqpr6x-o2Or0uyE
http://WHO.int


https://www.who.int/csr/sarsepicurve/2003_04_08/en/index1.html
https://www.cdc.gov/flu/about/burden/preliminary-in-season-estimates.htm
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Figure 1b COVID-19 epidemiologic curve, worldwide
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https://www.ecdc.europa.eu/en/geographical-distribution-2019-ncov-cases
https://www.ecdc.europa.eu/en/geographical-distribution-2019-ncov-cases
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https://www.ijidonline.com/article/S1201-9712(20)30091-6/fulltext
https://www.cdc.gov/flu/about/burden/preliminary-in-season-estimates.htm
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Figure 2 Mistakes from straight lining the future





https://www.japantimes.co.jp/news/2020/03/02/business/asian-factories-china-pmi/#.Xl4HA6hKjMw
https://www.japantimes.co.jp/news/2020/03/02/business/asian-factories-china-pmi/#.Xl4HA6hKjMw
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Germany is the network hub in Europe. It is also the seventh most-hit nation in the 
world (as of 5 March 2020). Add in the medical shock to Italy, France, and Britain 
(respectively the 6th and 13th most affected nations) and it is clear that supply-chain 
contagion is very likely to be a major source of economic contagion in Europe. Similar 
points apply to North America. 

The US is the fifth most affected in terms of deaths (delayed and limited testing in 
the US means its death numbers are far ahead of its case numbers compared to the 
experience of other nations; on official statistics, the US death rate is about twice that 
of China and Italy). Also noteworthy is the fact that India, the world’s seventh largest 
economy, is not very involved in supply chains and so may be shielded somewhat from 
this form of economic contagion. 

As a point of caution, these network diagrams look very different for different sectors. 
It is important to not overgeneralise; sector by sector analysis is important. 

Demand-side shocks

When it comes to COVID-19’s immediate aggregate demand shock, two aspects are 
worth distinguishing: practical and psychological. There is a practical aspect since some 
consumers are or will be prevented from getting to stores, so their demand disappears 
from the market. Likewise, some home delivery services are suspended, so goods and 
consumers are coming together less frequently. 

There is also a psychological aspect since – as happened in the will b 
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Nonbank financial sector

These firms may be more at risk if confidence and liquidity condition deteriorate. The 
IMF (2019) has been flagging the fact that due to a extended period of accommodative 
financial conditions, investors have been searching for yield, and in particular 
institutional investors with nominal return targets have invested in riskier and more 
illiquid assets. According to the IMF Global Financial Stability Report of October 





https://www.economist.com/international/2020/02/15/the-new-coronavirus-could-have-a-lasting-impact-on-global-supply-chains
https://www.economist.com/international/2020/02/15/the-new-coronavirus-could-have-a-lasting-impact-on-global-supply-chains
https://www.economist.com/finance-and-economics/2020/02/22/covid-19-presents-economic-policymakers-with-a-new-sort-of-threat?cid1=cust/ednew/n/bl/n/2020/02/29n/owned/n/n/nwl/n/n/E/415278/n
https://www.economist.com/finance-and-economics/2020/02/22/covid-19-presents-economic-policymakers-with-a-new-sort-of-threat?cid1=cust/ednew/n/bl/n/2020/02/29n/owned/n/n/nwl/n/n/E/415278/n
https://www.iata.org/en/iata-repository/publications/economic-reports/coronavirus-initial-impact-assessment/


https://www.statnews.com/2020/02/04/two-scenarios-if-new-coronavirus-isnt-contained/




http://www.WTO.org
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Box 3 Examples of possible policy measures 



https://ec.europa.eu/regional_policy/en/policy/evaluations/ec/eusf2002_2017
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A scaled-up EU Solidarity Fund could step in to provide relief for affected regions and 
people and beyond immediate relief would send an important signal. Jean Monnet’s 
famous words that Europe will be forged in crisis might ring true once more. 

References 

https://www.moneyandbanking.com/commentary/2020/3/1/bank-runs-and-panics-a-primer
http://www.moneyandbanking.com
https://voxeu.org/sites/default/files/file/Policy%20Insight%2085.pdf
https://johnhcochrane.blogspot.com/2020/03/corona-virus-monetary-policy.html#more
https://voxeu.org/article/debt-and-growth-revisited
http://voxeu.org/
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Director of CEPR’s International Trade programme (1991 to 2001). Before moving 
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of Economic Advisors in the Bush White House (1990-1991), following trade matters 
such as the Uruguay Round and NAFTA negotiations, as well as numerous US-Japan 
trade conflicts.

He has been an ant�oT1.35 Td 





https://www.nbc-2.com/story/41749179/maersk-operates-massive-container-ships-its-canceled-50-sailings-over-coronavirus
https://www.nbc-2.com/story/41749179/maersk-operates-massive-container-ships-its-canceled-50-sailings-over-coronavirus
https://ec.europa.eu/info/live-work-travel-eu/health/coronavirus-response/economy_en


https://www.iata.org/en/iata-repository/publications/economic-reports/coronavirus-initial-impact-assessment/
https://www.statnews.com/2020/02/04/two-scenarios-if-new-coronavirus-isnt-contained/
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How could policymakers respond to a recession? 

Although the virus is only starting to spread in the US, the Federal Reserve has already 
reacted with an emergency rate cut to reassure investors.  Other mayor central banks 
have less room for cutting rates, but they should stand ready to provide liquidity in case 
of market disruption or stress on financial intermediaries and keep lending to small 
businesses. They should signal readiness to dip into their toolbox one more time in case 
there is indeed a long-term shortfall in demand and do so in coordination with other 
central banks. 

But fiscal policy would clearly be the better tool should the severe scenario materialise.  
Fiscal measures could quickly be deployed as targeted help for those affected by 
quarantine and income shortfalls.  For example, Italy has already announced a series of 
relief for its most affected communities and firms, using similar instruments to those 
that would be deployed in the wake of natural disaster.  The German government is 
talking about ‘Kurzarbeit’ – a state-subsidised scheme to protect employment which 
was used during the global financial crisis. It has also signalled its readiness to consider 
a fiscal stimulus package. China, Hong Kong and Singapore have decided on substantial 
fiscal measures to stimulate demand and boost confidence (almost 2% of GDP in the 
case of Singapore).  

The measures to stem the spread of COVID-19 are still focused on a few ground-
zero countries, but may soon amount to a global and common shock comparable to 
the Lehman shock. Then, the world’s leaders came together to announce a common 
response to a common crisis. The coordinated fiscal stimulus and financial packages 
were the high mark for the G20 and clearly contributed to dampening the shock to 
the world economy. Today’s leaders are facing a similar stress test and they will be 
measured by their ability to deal with this common threat in an effective fashion. This 
is particularly true for Europe. The petty divisions that are currently plaguing the Union 
should be put aside to demonstrate the will and the ability to act together and to show 



https://www.moh.gov.sg/covid-19
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Figure 1 Contained outbreak scenario and downside scenario
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trade, 9% of global tourism and over 40% of global demand for some commodities, 



Tackling the fallout from COVID-19

Laurence Boone
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Figure 2 Adverse impact on growth across regions
Change in GDP growth in 2020 relative to baseline (percentage points)





http://www.oecd.org/economic-outlook/
https://voxeu.org/article/right-here-right-now-quest-more-balanced-policy-mix
https://voxeu.org/article/right-here-right-now-quest-more-balanced-policy-mix
https://www.oecd-ilibrary.org/economics/oecd-economic-outlook-volume-2019-issue-2_9b89401b-en
https://www.oecd-ilibrary.org/economics/oecd-economic-outlook/volume-2019/issue-2_7969896b-en
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https://www.brookings.edu/opinions/simple-steps-to-reduce-the-odds-of-a-global-catastrophe/
https://www.brookings.edu/opinions/simple-steps-to-reduce-the-odds-of-a-global-catastrophe/


https://cama.crawford.anu.edu.au/publication/cama-working-paper-series/12470/modelling-g20
https://cama.crawford.anu.edu.au/publication/cama-working-paper-series/12470/modelling-g20
https://foreignpolicy.com/2009/04/28/what-a-flu-pandemic-could-cost-the-world/
https://theconversation.com/institutions/australian-national-university-877
https://theconversation.com/institutions/australian-national-university-877




https://www.worldometers.info/coronavirus/
https://www.worldometers.info/coronavirus/
https://www.aljazeera.com/news/2020/02/neighbours-close-borders-iran-virus-concerns-rise-200223160135283.html
https://www.worldometers.info/coronavirus/
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The ability to contain the virus depends on the strength of the public health systems 
of the MENA countries. WHO ranks most MENA countries relatively high among the 
world’s 191 health systems – with a few exceptions, such as Yemen (ranked 120th) 
and Djibouti (ranked 157th) (Tandon et al. 2000). However, some MENA countries 
might face difficulties in fighting the spread of the virus. Wars in Syria and Yemen 

https://www.aljazeera.com/news/2020/02/neighbours-close-borders-iran-virus-concerns-rise-200223160135283.html
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COVID-19 crisis has prompted the OPEC+ countries to consider an additional cut in oil 
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Value chains

When China’s production is disrupted, countries with strong value chain connections 
with China will likely also be affected. This is a special concern for many Asian 
countries, which have important value chain connections with China, but less likely 
to be a concern for MENA countries, which have limited participation in global value 

https://www.bbc.com/news/world-middle-east-51658061
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Ha Nguyen is an Economist in the World Bank’s chief economist office for the Middle 
East and North Africa region. His research interests include international finance 
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College Park and a M.A. and B.A. in economics from the University of Adelaide, 
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Figure 1 Three interconnected hubs in the world’s supply chain for textiles



https://www.economist.com/international/2020/02/15/the-new-coronavirus-could-have-a-lasting-impact-on-global-supply-chains
https://www.economist.com/international/2020/02/15/the-new-coronavirus-could-have-a-lasting-impact-on-global-supply-chains
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The automobile sector, especially in East Asia, is already significantly disrupted by 

https://www.economist.com/finance-and-economics/2020/02/22/covid-19-presents-economic-policymakers-with-a-new-sort-of-threat?cid1=cust/ednew/n/bl/n/2020/02/29n/owned/n/n/nwl/n/n/E/415278/n
https://www.economist.com/finance-and-economics/2020/02/22/covid-19-presents-economic-policymakers-with-a-new-sort-of-threat?cid1=cust/ednew/n/bl/n/2020/02/29n/owned/n/n/nwl/n/n/E/415278/n
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The obvious implication is that supply disruption in the US, Germany, China, or Japan 
could have large effects on consumers and firms in all the major economies. The same 
is true, but less so, for the UK, France, Italy, and Korea.

Table 2 Where do goods come from? Source of direct and indirect value added in 
the purchases
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How bad could it get? Lessons from past global trade 
shocks

The Global Crisis of 2008-09 produced what came to be known as the Great Trade 
Collapse. It occurred between the third quarter of 2008 and the second quarter of 2009. 
It was, and still is, the steepest fall of world trade in recorded history, and the deepest 
fall since the Great Depression. The drop was sudden, severe, and synchronised. 

Global trade has dropped a few times since WWII, but the 2008-09 hit was by far the 
largest. As Figure 1 shows, global trade fell for at least three quarters during three of 
the worldwide recessions that have occurred since 1965 – the oil-shock recession of 
1974-75, the inflation-defeating recession of 1982-83, and the Tech-Wreck recession 
of 2001-02.

Figure 3 Quarter-on-quarter growth, world imports volume, 1965 to 2019 Q3
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http://www.WTO.org




https://voxeu.org/epubs/cepr-reports/great-trade-collapse-causes-consequences-and-prospects
https://voxeu.org/epubs/cepr-reports/great-trade-collapse-causes-consequences-and-prospects
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his Ph.D. in Economics from the Massachusetts Institute of Technology in 1992 and 
his B.A. in Economics from University of Tokyo in 1984.His research expertise is in 







https://eba.europa.eu/risk-analysis-and-data/eu-wide-stress-testing/2018
https://www.reuters.com/article/us-china-health-hongkong-finance/hong-kong-banks-compare-pandemic-stress-test-with-epidemic-reality-idUSKBN2070N2
https://www.reuters.com/article/us-china-health-hongkong-finance/hong-kong-banks-compare-pandemic-stress-test-with-epidemic-reality-idUSKBN2070N2
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A third challenge (though related to the previous two) would be the loss of confidence 
in banks, be it by depositors (resulting in bank runs) or by markets. Loss of access 
to funding markets can easily turn into systemic distress, and much earlier than non-
performing assets will show up on banks’ balance sheets. Swift intervention by central 
banks as lenders and market-makers of last resort will be critical in such circumstances. 

What will be the policy reaction of monetary and fiscal policy authorities? In the euro 
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In summary, in the most adverse scenario, COVID-19 could have quite important 
repercussions for the financial system. Immediate attention should obviously be 
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7 Contagion: Bank runs and 
COVID-19

Stephen G. Cecchetti and Kermit L. Schoenholtz
=m\i_`dn Dio`mi\odji\g =pndi`nn N^cjjg \i_ >@KM6 ITP No`mi N^cjjg ja =pndi`nn

“[I]f there is a single dominant lesson from 1918, it’s that governments need to tell 

the truth in a crisis...Those in authority must retain the public’s trust. The way to do 

that is to distort nothing, to put the best face on nothing, to try to manipulate no one.”  

John M. Barry, The Great Influenza: The Epic Story of the Deadliest Plague in 

History (cited by @michikokakutani on Twitter, 28 February 2020)

There are currently more than 85,000 confirmed cases of COVID-19 in at least 60 
countries.1 The contagion rate could be double that of the common flu, with a fatality 
rate as much as 20 times higher. But, these estimates – the rate of transmission, the 
frequency with which people exhibit symptoms, and the consequence of becoming ill 
– are all extremely uncertain. In addition, since it is a new virus, we have neither tested 
therapies nor vaccines. 

So we know very little about this pathogen, except that everyone is worried. And, with 
the number of cases rising each day, intensifying concerns will probably lead many 
people to behave in ways that undermine economic activity. They will shy away from 
places where the virus can be transmitted. That means avoiding mass transit, schools, 
and workplaces. 

Moreover, many people will stay away until they are confident that the disease is 
manageable. That confidence probably requires an effective treatment or a very low 
likelihood of infection, or both. Not surprisingly, many observers are reducing their 
projections for economic growth this year, while financial market participants anticipate 
easier monetary policy to cushion the shock.

http://www.johnmbarry.com/_i_the_great_influenza__the_epic_story_of_the_deadliest_plague_in_history__i__58204.htm
http://www.johnmbarry.com/_i_the_great_influenza__the_epic_story_of_the_deadliest_plague_in_history__i__58204.htm
https://www.cdc.gov/coronavirus/2019-ncov/locations-confirmed-cases.html
https://www.cdc.gov/coronavirus/2019-ncov/locations-confirmed-cases.html


https://www.federalreserve.gov/newsevents/files/bcreg20090507a1.pdf


http://www.johnmbarry.com/_i_the_great_influenza__the_epic_story_of_the_deadliest_plague_in_history__i__58204.htm
http://www.johnmbarry.com/_i_the_great_influenza__the_epic_story_of_the_deadliest_plague_in_history__i__58204.htm
https://www.federalreserve.gov/newsevents/files/bcreg20090507a1.pdf
https://www.federalreserve.gov/newsevents/files/bcreg20090507a1.pdf
https://www.moneyandbanking.com/commentary/2020/3/1/bank-runs-and-panics-a-primer
http://www.moneyandbanking.com
http://www.moneyandbanking.com


http://www.moneyandbanking.com/
http://www.moneyandbanking.com/








https://www.chicagobooth.edu/research/igm/events-forums/2020-us-monetary-policy-forum/paper






https://www.bruegel.org/2020/02/as-the-coronavirus-spreads-can-the-eu-afford-to-close-its-borders/
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Figure 2 

https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=tour_dem_ttpur&lang=en
https://www.bruegel.org/2015/12/cross-border-commuters-and-trips-the-relevance-of-schengen/
https://www.schengenvisainfo.com/news/eu-says-no-to-border-closure-allocates-e232-million-to-fight-coronavirus/


https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=tour_dem_ttpur&lang=en
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The outbreak of the novel coronavirus (COVID-19) in Wuhan shows some interesting 
parallels to the situation in Marseille in 1720. There, too, the local authorities initially 
reacted incorrectly, which made the spread of the disease possible. In Wuhan and 
Marseille, there was a drastic restriction of mobility for people in the affected region to 
prevent the spread of the disease. In both cases, the mass quarantine was only partially 
crowned with success. It is still unclear whether the world will get away with a black 



https://www.efv.admin.ch/efv/en/home/finanzberichterstattung/bundeshaushalt_ueb/ausgaben.html
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travel could be withheld without restrictions; anyone who comes or returns from there 
must undergo a medical examination and possibly spend a few weeks in quarantine. 
This would not only build a virtual plague wall against the next major outbreak, it 
would also put pressure on health authorities around the world to restrict dangerous 
practices that allow pathogens to jump from one species to the next. Even if airlines, 
hoteliers and tour operators would suffer from such rules in the short term and would 
complain, the lesson from Wuhan should be that we need a broad discussion within and 
outside of academia about how much mobility is actually desirable.
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11 On plague in a time of Ebola

Cormac Ó Gráda
Pidq`mndot >jgg`b` ?p]gdi
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Figure 2 GDP growth per annum in the affected economies, 2009-2017 







https://johnhcochrane.blogspot.com/2020/03/corona-virus-monetary-policy.html
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spots. Yes, you heard it here – judiciously targeted bailouts are really the only way I 
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13 The economic effects of a 
pandemic

Simon Wren-Lewis
Jsajm_ Pidq`mndot

A little over ten years ago, I was approached by some health expa0n(ago, ItM (v), I)Tj

look at the economic effects of an influenza 

https://mainlymacro.blogspot.com/2020/03/the-economic-effects-of-pandemic.html
https://mainlymacro.blogspot.com/2020/03/the-economic-effects-of-pandemic.html
https://ideas.repec.org/a/eee/ecmode/v16y1998i1p1-52.html
https://onlinelibrary.wiley.com/doi/abs/10.1002/hec.1554
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This ‘direct’ impact of the pandemic will reduce GDP in that quarter by a few percentage 
points. The precise number will depend on what proportion of the population that get 
sick, on what the fatality rate in the UK turns out to be, and how many people miss work 
in an attempt not to get the disease. The impact on GDP for the whole year following the 
pandemic is much less, at around 1% or 2%, partly because output after the pandemic 
quarter is higher as firms replenish diminished stocks and meet postponed demand.



https://mainlymacro.blogspot.com/2020/03/the-economic-effects-of-pandemic.html
https://www.ft.com/content/e7fd61ee-57ef-11ea-a528-dd0f971febbc
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citizens,3 have confidence that the government will do what is required? One lesson 
of coronavirus may be never put into power politicians who have a habit of ignoring 
experts.
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14 The good thing about 
coronavirus

Charles Wyplosz
Bm\_p\o` Dinodopo`' B`i`q\ \i_ >@KM

It is far too early to know whether the coronavirus epidemic will have been just a huge 
scare or a major disaster. Some epidemiologists fear that half of the world’s population 
may be infected. With a mortality rate of 2%, this means that 1% of the currently living 
could be wiped out. The toll would be 78 million people, a bit less than the population 
of Germany or Turkey. There are no words to describe such a threat.  

 How can one think of a ‘good thing’ about this immense threat, then? So far, at least, 
the epidemic looks like a giant Rorschach 
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be much more difficult to ignore the facts or blame foreigners for national failings. This 
could be the silver lining of the disaster that awaits the world. It would be a tragic 
failure if the lessons that we are about to learn were to end up wasted.  
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