
Corona and 
the World 
Economy. 
What to 

expect for 
World Trade 

and 
Investment?



The lecture in a nutshell

1. Focus on impact on international trade and investment

2. Coronanomics(a few key economic principles)

3. Key data and stylized facts (introduction of data sources)

4. Before Corona: deglobalization 2.0

5. What will happen next to the world economy? 

6. Suggested readings and useful (data sources)
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1. Focus on international trade and FDI: is
that not missing the key point?
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The macro-economic 
impact of Coranais 
serious but not 
catastrophic
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Catastrophic pandemics

Summary of studies of the macroeconomic 
impact of HIV/AIDS in Africa
Study Geographic 

coverage

Annual GDP growth rate 

reduction (10-15 years)

Dixon et al (2001) 41 countries 2% to 4%

World Bank (2001) Swaziland 1.5%

World Bank (2001) Namibia 1.1%

World Bank (2000) Lesotho 0.8%

Bonnel (2000) 50 countries 0.7%

Quattek et al (2000) South Africa 0.3-0.4% 

BIDPA (2000) Botswana 1.5% 

Bloom et al (1995) 51 countries Insignificant 

Cuddingtonea(1994) Malawi 0.3%

Cuddington (1993) Tanzania 0.7%

Over (1992) 30 SSA countries 0.15% to  0.6%

Macro-economic impact of Ebola (GDP 
reduction, percentage points)
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Based on Dixon S, McDonald S, Roberts J. The impact of HIV and AIDS on Africa's 
economic development. Bmj. 2002 Jan 26;324(7331):232-4.

0 2 4 6 8 10 12 14

Guinea

Liberia

Sierra Leone

Medium term loss (upper bound)

Medium term loss (lower bound)

Short term GDP loss

Elmahdawy, Mahmoud, et al. "Ebola virus epidemic in West Africa: global health economic 
challenges, lessons learned, and policy recommendations." Value in health regional issues 13 
(2017): 67-70.
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The global growth impact is about ς0.5 
percentage points.

OECD (March 2, 2020 forecast) UNCTAD (March 9, 2020 forecast)
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The analysis of trade and investment has so
far been limited

ÅEarly indicators are only available with two months 
delay and thus do not contain corona-information,

Åbut current Coronablablasuggests that 
international economic organizations know what is 
happening.

ÅCurrent analyses still deal with a China-only shock

ÅThis will not be a rerun of the 2008/9 world trade 
and investment collapse

ÅIt may strengthen the tendency towards 
deglobalization that started around 2008/9

ÅFrom a purely scientific perspective this is an 
interesting natural experiment
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2. Coronanomics1.0

A. How to read and understand pandemic graphs

B. Supply and demand shocks

C. Economic contagion: the role of international value chains

D. Trade Shocks: Uncertainty and International Specialization
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A. The endemic curve

Pay attention to
ÅWhat is measured? 
Ånew cases
Ånumber of sick people
ÅDeaths

ÅSmall versus large numbers

ÅLinear versus loglinear axes

ÅwŜŀŘΥ hǳǊ ǿƻǊƭŘ ƛƴ Řŀǘŀ ά/ƻǊƻƴŀǾƛǊǳǎ 
Disease (COVID-19) ςResearch and 
Statistics by Max Roser, Hannah 
Ritchie and Esteban Ortiz-hǎǇƛƴŀέύΣ 
https://ourworldindata.org/coronavir
us

Epidemic (outbreak of Ebola; new 
cases per week)
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https://ourworldindata.org/coronavirus

