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The base case: The long climb 

Real GDP forecast 

For illustrative purposes only 

As of June 2020 

Source: Haver Analytics, PIMCO 

Developed markets represented by GDP weighted average for Japan, Euro Area, U.S. and U.K. 

KEY TAKEAWAYS 

Full recovery to pre-crisis levels likely to 

take until 2022 – even with a near-term 

mechanical bounce – due to: 

• Social distancing (voluntary and 

mandated), as many sectors will operate 

below capacity 

• Impaired global supply chains, as re-

openings are uneven across countries, 

regions and sectors 

• Time needed to reallocate labor and 

capital from losing to winning sectors and 

companies 

• Debt overhang to weigh on personal and 

corporate spending 
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Key swing factor: Evolution of virus 

Risk factors may increase well after “re-opening” 

• Broad mask-wearing 

• Elevated perception of risk 

• Social distancing enforcement 

• Continued work-from-home 

• Kids out of school 

• Less international travel 

• Outdoor activities 

• Warm weather 

 

 

• Air conditioning 

• Performative non-compliance 

• Protests and large gatherings 

• Occasional local flare-ups 

• Improvements in contact tracing 

• More hospital capacity 

• More population immunity 

 

 

 

 

 

• Return to work/school 

• Interaction with seasonal flu 

• Social distancing fatigue 

• Resistance to new lockdowns 

• Easing of travel restrictions 

• Possible viral mutation 
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Source: PIMCO 
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The “good” scenario: Medical breakthrough revives confidence, alongside 

unprecedented fiscal and monetary support 

Left chart: Source: Haver, as of 30 April 2020.  

Right chart: For illustrative purposes only. Source: Morgan Stanley Research, Company reports. 

Consumer sentiment and consumption have been 

depressed due to the virus 
Progress has occurred in vaccine development 
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The “bad” scenario: A second wave of virus cases and more disruptions in 

economic activity 

SMEs entered this crisis from a challenged position 

and may need additional support to survive 

more shutdowns 

Left chart as of 1Q 2020. Right chart as of April 2020. 

Source: Haver, PIMCO, Census Bureau 

Increasing business closures could make job losses 

permanent 
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How deep will the COVID-19’s economic impact be? 
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Possible growth outcomes: 

Emerging Market Economies will likely fare better but… 



7 

… it is highly path dependent and many do not have fiscal room to deal with a 

prolonged crisis or another downside shock 
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Heavier economic and humanitarian toll on Low Income Countries 
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Prominence of informal sector a further challenge in EM countries 

Source: Elgin et al. (forthcoming); World Bank, World 
Development Indicators; Haver Analytics; International 
Labour Organization. 

Unweighted averages. Informal employment (in red) uses 
self-employment shares (with additional informal 
employment shares in shaded red) in the closest (latest) 

available year around 1990 and 2016. World averages 
between 1990 and 2016 are in yellow. 
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Disproportionate impact of crisis:  

Low wage earning cohort bearing the brunt of economic adjustment 

Source: https://trackrecovery.org 
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Disproportionate impact of crisis:  

Gender and education gaps at risk of worsening further 

Source: Furceri, Loungani, Ostry and Pizzuto (2020) 
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Combination of lower labor income and higher food price inflation pushing 

poverty up 

Source: Haver, INEGI, UBS 
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Already a big step back in war against global poverty. 
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How COVID-19 might affect hunger in the world? 

Projections below are based on IMF’s WEO growth forecasts (and downside risk scenarios). The analysis is limited to the potential impact of the pandemic on net food supplies only, as the pre-COVID-19 

projections for the population size and compositions and for the food consumption inequality are not altered. As a result, the analysis does not capture the full impact of the economic recession, as it does 

not consider possible consequences in terms of inequality in food access within countries. Therefore, it may underestimate the total potential impact of COVID-19 on food insecurity should the simulated 

economic growth scenarios materialize. 

Scenario assumptions: World GDP growth in 2020 -4.9% (First) -2.8% (Second) -10.0% (Third) 

   World GDP growth in 2021 +5.4%  +3.3%  +0.3% 

 


