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COVID SPEEDING UP EXISTING TRENDS

= Tyler Cowen’s webinar
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= Exception: sharing economy



DATA ANALYSIS IN MACROECONOMICS

= The evolution
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High frequency data

Do we need models when projecting into future after structural break?



HOW WOULD COVID IN 1995 LOOKED LIKE?

= Less in-time tracking of economic data
= More face masks (privacy) vs tracing apps

= Sharper recession

= Long-lasting effects
= Negative: More scaring? Long-lasting effects
= Positive: Speed up new technologies (virtual reality)?

= Tele-medicine, home office activity, online-learning, online-conferences, ...



CROSS-COUNTRY COMPARISON

= Economists are critical to explain difference in GDP growth

= Are data comparable?
= Testing/honest reporting
= US unemployment vs. European (Ul vs. “Kurzarbeit”) 8,00 X

= Die with or die on COVID @\"’ N
RN
. 0
= Cultural differences S
S

= Japan: tradition to follow rules/wear masks

= |Interpret with caution

= Benjamin Disraeli:
there are “three kinds of lies: lies, damn lies and statistics”
= Winston Churchill;

“the only statistics you can trust are the ones
you have falsified yourself”



CROSS-SYSTEM COMPARISON

Better information
aggregation by markets
Incentives: cqrrot

Open society

G ‘%
. M

Better externality
internalization
Incentives: stick

Authoritarian

surveillance privacy

= Temporary?

= Will we return to
pre-COVID social
order?



POLL QUESTION

1. High frequency on-time data significantly
a. Improves policy response
b. Reduces the depth of the recession
c. Improves the recovery (in the long-run)

2. Cross-country comparisons are

a. Show importance of state capacity
(Germany, South Korea, Tawain)

Suggest a temporary larger state involvement

c. Suggest permanent overhaul of
democracy and individual freedoms



TRACKING THE GLOBAL PANDEMIC ECONOMY AND
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TOPICS

Tracking the pandemic Economy in Real Time
The Co-evolution of the Economy and the Epidemic
Luohan Academy

https://www.luohanacademy.com/indices/covid | 9/overview

Digital Trends and Acceleration



https://www.luohanacademy.com/indices/covid19/overview

Trends of regional percentages of COVID-19 new cases

m Eastern Asia m MENA m Western Europe
m Oceania ® North America B Latin America and the Caribbean
B Rest of Asia B Sub-Saharan Africa m Eastern Europe
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PANDEMIC ECONOMY

Pandemic Economy Evolution

The five phases of pandemic economy Academy

Economic contraction

-

Early Warning
and Preparation:
Epidemic

initiation is
recognized and
the economy is
yet to be affected.

Epidemic alleviation
=
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Emergency Trough: I Recovery: Vaccination:
Response: Epidemic growth Epidemic is contained Vaccine is widely
k at low level and the deployed and the

Epidemic growth decelerates, and
accelerates, and the economy
the economy remains in a
contracts. trough.

economy recovers “Pandemic Economy"
gradually. ends.




PANDEMIC ECONOMY FUNDAMENTALS

Mobility, business closures and sector shutdowns reduce demand and supply very quickly
Risk and risk aversion separately reduces demand, especially in sectors that entail contact
The longer it lasts the greater the economic damage
Reducing risk
|. Reduce infection per contact — physical/social distancing
2. Reduce number of contacts for a given level of economic activity — large gatherings out
3. Reduce prevalence among people in circulation — test, track, isolate, digital
Hard part is demand — and risk

Reducing risk (especially part 3) is positive for health and economic recovery



CONTRACTION, DISTRIBUTION, POLICY
RESPONSES

Monetary policy and fiscal “stimulus”

Main targets: medical capacity, buffering shock, redistribute the balance sheet damage
Programs are large: implementation varies

Move a fair amount of the damage to the public sector balance sheet — Italian example

Risk aversion as a lingering drag on demand — Dave Brady and | are trying to get a
handle on this via surveys

Distributional impacts adverse
Unemployment probably 25%
39% for households with income below $40K



REMOTE WORKING AND DISTRIBUTIONAL IMPACTS

Table 1: Share of jobs that con be dooe ot bome, by metropolitan area

Unweaghted Weaghted by wage

Top five

San Jose-Sunoyvale-Santa Clara, CA .51 066
Washington-A rlington-Alexandna, DCVA-MDOWY 0.50 0.64
Dharham- Chapel Hall, NC 0.46 0.57
Austin-Round Rodk, TX 0.46 0.58
San Fronosco-Onkland-Hayward, CA 0.4% 0.58
Bottom five

Grand Rapids Wyomang, M1 0.2 0.3%
Lancaster, PA 0. 240 035
Bakersfiedd, CA 0.2 0.35
Stockton-Lody, CA 0.2 0.33
Cape Coral-Fort Myers, FL 0.28 0.34

WHITE PAPER

How Many Jobs Can be Done at Home?

Jonathan I. Dingel amnd Brent Neiman

APRIL 2020




Table 2: Share of jobs that can be done at home, by meustoy

Unweghted Weaghted by suge

Top five

Edumtional Services 0.3
Profesonal, Soeotdic, and Techmcal Services 0.20
Manngement of Companies and Enterpnses 0.74a
Finance and [nsurance 0.76
Information 0.72
Boffom

Transportation and Warehousing 0.19
Constrocton 0.19
Retanl Trode 0.14
A gnculture, Forestry, Feling and Huotang 0.08
A coommaodation and Food Services 0.04
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Table J: Share of pobs that can be done ot home, by occupation’s major group

Hospitality workforce about 16.7 million

(PNET-derived ~ Mammunl
Ocozpation hascling alternative
i Computer and Mathomntical Oecupations 1.00 1.0
2% Education, Traming, and Libmary Occupations (.58 LB
31  Logal Oecupations 0.9 0.B4
13 Busmes and Fimancial Operntions Oecupations 0.BB 0.92
Il Manngement Oocupations 0B7F (B4
27 Ars, Dosign, Entertanment, Sports, and Media Oecupations 0.7 1Ry
41 D:H]mnm:l Admimistrative Support. Oeoupations (.55 51
I Architecture ond Engineering Ocoupations [LEL (B8
19 Life, Physical, and Social Science Oecupations 054 036
21  Community and Socinl Service (Qeoupations 0.3r 1121]
41 Sals and Related Oorupations 098 0.2
3% Persomal Care nnd Service Oecupations 036 000
33 Protective Servce Oecupations (15 (.00
3 Healtheare Practitionems and Technical Ovecupations (.05 (.0
64 Tramsportation and Materinl Moving Oecupations (.03 (.M
3l  Healtheare Suppart Oerupations 111 (.
4 Farming, Fishing, nnd Forestry Oceupations (. (.
Bl Production Occupations | (.M
4%  Irstallntion, Maintenanee, amd Repair Occupations (. (.
47 Construction and Extraction Oecupations (.0 (.
3 Food Prepamation and Serving Relnted Oecupations (.04 (.M
37 Building nnd Crounds Clmuing and Maintenance Ovncupations (1111 (.




LUOHAN ACADEMY PANDEMIC ECONOMY TRACKING PROJECT

Real time tracking data is live on their website
The graphs that follow come from that project as it gets up and running

https://www.luohanacademy.com/

It is based in Hangzhou, and has access to ecommerce and mobile payments
data, globally

Much of the mobility data comes from Google

https://www.google.com/covid | 9/mobility/

For USA, by state and county, start date 2/15/2020
Article by Chen Long and me in Project Syndicate

https://www.project-syndicate.org/onpoint/pandemic-economy-data-
visualizations-by-michael-spence-and-chen-long-2020-06



https://www.luohanacademy.com/
https://www.google.com/covid19/mobility/
https://www.project-syndicate.org/onpoint/pandemic-economy-data-visualizations-by-michael-spence-and-chen-long-2020-06

PANDEMIC ECONOMY TRACKING GRAPHS

Real time data - daily
Vertical axis: contraction estimated from daily mobility data
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Actual contractions are larger based on a few cases
95% 4 |
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Figure 3: Current Pandemic-Economy Phases of 131 Countries and Regions

m Response (2) = Trough (54) m Recovery (66) m Others (10)

' l

56 Countries in 66 Countries in Mapping support provided by Bing.

RESPOI;SG & Trough Recovery Phase @GeoName, Microsoft, Navinfo, TomTom, Wikipedia.
hases



Figure 4: PET Graphs of Selected East Asian Countries and Regions
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Figure 5: PET Graphs of Selected Advanced Economies

US, UK and Oceania
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Year-over-year percent change in spending by essential category

National emergency '
declared March 13 :
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Figure 6: PET Graphs of Selected Advanced Economies
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Figure 8: COVID-19 Testing Rates

Testing rates in economies at different income levels

—High income =—Upper-middle income -——Lower-middleincome =—Low income

70
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Figure 9: PET Graphs of Selected Emerging and Developing Economies in Latin America

Latin America

= Argentina
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Figure 10: PET Graphs of Selected Emerging and Developing Economies in Africa

Africa
= Rwanda == South Africa = Nigeria
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Figure 11. PET Graphs of Selected Emerging and Developing Economies in Asia

South and Southeast Asia
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100% -
106 days, 0.0 DPM
95% -
Fey
>
e
O
o 90%-
= 105 days, 11.2 DPM
e
S gso
O 85%-
kS
)
S 80%- Start time of:
o O A: Response phase
% b5 O B: Trough phase
o ays |
5 > C: Recovery phase
70% 3 . | . |
0 20 40 60 80 100

Doubling days of confirmed cases



PREMATURE AND EXCESSIVELY
QUICK OPENING

AMERICATLOOKS EIKE

Reopen before May 15th

= California

Percentage of economic activity

Florida = (Qklahoma Texas
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Reopen since May 15th
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GOVERNMENT HANDLING THE PANDEMIC

YouGov COVID-19 tracker: government handling =

26 of people in each country who think the government is handling the issue of «

From To 1m 3m YTD Al
Feb 19, 2020 Jun 16, 2020 Zoom
100%
PR Australia
.((_J—/_ T e T —°

602

40%

Mexico

20%

Mar ‘20 Apr ‘20 May ‘20 Jun '20

https://yougov.co.uk/topics/international/all



YouGov COVID-19 tracker: government handling =

26 of people in each country who think the government is handling the issue of «

From To 1m 3m YT AL
Feb 19, 2020 Jun 16, 2020 Zoom
10028
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YouGov COVID-19 tracker: government handling =

2% of people in each country who think the government is handling the issue of «
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Zoom Video Communications Inc
+ Follow

243.48 usp +1.91 (0.79%) +

Closed: Jun 22, 04:00 EDT - Disclaimer
Pre-market 245.00 +1.52 (0.62%)
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Amazon.com, Inc.
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Pre-market 2,688.00 +12.99 (0.49%)
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Paypal Holdings Inc
4+ Follow
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Closed: Jun 22, 04:34 EDT - Disclaimer
Pre-market 165.67 +1.31 (0.80%)
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NASDAQ: AAPL -

349.72 usp-2.01(0.57%) +
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JJo GOLDRUSH IN INDIA

Jio is the digital network and platform of Reliance Industries in India
Created in 2016 — 387 million subscribers as of end of February 2020

Facebook, Silver Lake,Vista Equity Partners, General Atlantic, KKR, Abu Dhabi-
based sovereign investor Mubadala, and Abu Dhabi Investment Authority

Roughly 13 B US dollars

In two months or less

Intel just invested another $253M in Jio




KEY DIGITAL ISSUES

Amplifying, reinforcing and accelerating existing trends

Distance, time and remoteness

In pandemic economy, remoteness suddenly became much more local
Inertia and accelerated adoption

Substitutes and Complements

Post pandemic mix of mean reversion and permanent change

Hybrid models




MANY AREAS OF RAPID CHANGE

Ecommerce

Retail and consumer

Mobile Payments and Fintech
Education

Work

Health care and Medicine
Resilience

Digital footprint will deepen in pretty much every sector




THE GLOBAL SYSTEM AND THE PANDEMIC

Most likely outcome: reinforcement of existing negative trends
Fragmentation already underway and unlikely to change
Geopolitical tensions and technology still there

Old rules will probably not survive without modification

Resilience, diversification, and some self-sufficiency/localization likely

US-China relationship going very badly




CRUDE SUMMARY: THE POST-PANDEMIC
GLOBAL ECONOMY

Trends already underway will be reinforced, amplified and accelerated
Pandemic overcomes “inertia”: some innovation, mostly adoption

Digital in a vast array of sectors: education, medicine, eCommerce, mobile
payments and Fintech

Resilience as a priority
Deglobalization

Reconfiguration of global supply chains
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