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It’s a Health Shocks
It’s a Global Economic Shock



Covid-19 Pandemic
Global Shock

WEO, IMF, April 2020.



Global Shock: EMEs and Developing

• For emerging markets, the economics shocks associated to the Covid-19 
pandemic hit before the health shock :
– Disruption of  global supply chains, collapse of  trade, commodity prices, 

tourism, remittances foreign direct investment and overall capital flows. 



Unprecedented Policies

• Governments: Central, State, Local
– Fiscal, Monetary, etc.

• https://www.federalreserve.gov
• https://www.ecb.europa.eu/home/search/coronavirus/html/index.en.html
• https://www.cbo.gov/publication/56335

– Policies trackers
• https://covidtracker.bsg.ox.ac.uk
• https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-

COVID-19

• Multilaterals: WB, IFC, IMF,
– https://www.worldbank.org/en/who-we-are/news/coronavirus-covid19
– https://www.ifc.org/wps/wcm/connect/news_ext_content/ifc_external_corpor

ate_site/news+and+events/covid-19
– https://www.imf.org/en/Topics/imf-and-covid19



Credit growth to business



WEO, April 2021



Emerging Markets: Capital Flows



Covid-19 Shutdown: Type of  Recessions

V U W L



United States

https://fred.stlouisfed.org/graph/?g=P6Mi
https://fred.stlouisfed.org/graph/?g=P6LR


Time for Evaluations

• Autor et al (2020): reduced-form analysis suggests PPP boosted 
employment by 2.3 million 
– Estimates range from 1.4 million to 3.2 million payroll jobs
– Implies cost of  PPP at $224K per job supported (from $162K to 

$381K) 

• Chetty, Friedman, Hendren, Stepner, and Opportunity Insights Team 
(2020) 
– PPP “had little impact on employment at small businesses”  

• Granja, Makridis, Yannelis, and Zwick (2020) 
– Regional differences in PPP participation by financial institutions
– No effect on economic outcomes of  local geographic areas 



Other Trends: Commodity Prices



External Debt



Defaulting



Covid-19 Shutdown

• It’s a Global Health Shock

• Unprecedented fiscal, monetary, etc.

– Local, state, national governments, multilaterals

• High leverage: individuals, firms, governments
– Implicit assumptions: capacity and space to spend;  

• Bias…. fighting the last crisis? 

• Solution to a Health Shock: Testing, treatments, equipment, vaccines.

• Hysteresis: “on-line” world; precautionary savings

– Are people and firms going to spend, if  so, when?

– What will stay, what will need investment? 

• Save “every job, every firm” versus more targeted policies; 

– Fiscal space to spend;  capacity to spend it “well”?  Institutional limitations (we! like to 
spend/”mano peluda”); bad spending delegitimizes

• “All it takes”; every 10 years (??) 

– Debt crisis 80s, Tequila, Asian, Russia, Brazil, Argentina, Sept 11, GFC, Covid-19, Invasion of  
Ukraine, Climate…
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