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INTRODUCTION
The emergence of the Coronavirus (COVID-19) from China in 2019 has become a global
threat in 2020. This has led to the World Health Organization (WHO) declaring the virus
a pandemic. The infectious virus has debilitating effects not only on a country’s most
valuable resource – its human resource but also on the economies of the world. As a
result of the rapid spread of the virus, countries have closed their borders, supply
chains have been disrupted and local sectors have been significantly impacted or forced
to shut down. The pandemic has moved from a worldwide health crisis to labor market
and economic crisis.

THE CORONAVIRUS (COVID-19)
Coronaviruses are a large family of viruses that are known to cause illness ranging from
the common cold to more severe diseases such as Middle East Respiratory Syndrome
(MERS) and Severe Acute Respiratory Syndrome (SARS)1.
Most people infected with the COVID-19 virus will or have experienced respiratory
illness and recover without requiring special treatment. The elderly and those with
underlying medical problems like cardiovascular disease, diabetes, chronic respiratory
disease, and cancer are more likely to develop serious illness or may die.
The COVID-19 virus spreads primarily through droplets of saliva or discharge from the
nose when an infected person coughs or sneezes. At this time, there are no specific
vaccines or treatments for COVID-19.

IMPACT OF COVID-19
Financial Markets
Financial markets across the world have not been spared the effects of the virus.
Markets were swiftly and significantly impacted as the virus spread beyond China’s
borders. Global supply chains have been disrupted, sectors have had to downsize or
shutdown and unemployment levels have surged upwards.
With fear and uncertainty, investors have retreated from financial markets, liquidating
financial instruments in favour of cash or relatively safer instruments such as
government paper. As at March 24, 2020, the Jamaica Stock Exchange (JSE) fell by
30.7%, likewise, exchanges around the world have plummeted. In London, the FTSE
100 declined by 27.8%, US indices, the Dow Jones and S&P 500 fell by 27.25% and
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24.25% respectively. The following illustrates how global exchanges have performed
year to date.

The bond market has not been shielded from the effects of the virus. Like the stock
market, bond prices have fallen considerably, the table below highlights price
movements has the effects of the pandemic deepens.
Bond
Digicel 2022 8.25%
Digicel 2024 9.125%
DomRep 2024 6.6%
JAMAN 2025 7.625%
JAMAN 2028 6.75%
JAMAN 2036 8.5%
JAMAN 2045 7.875%
TransJamaican 2036 5.75%

$
$
$
$
$
$
$
$

11-Feb-20
Price
Yield
66.00
25.65%
18.00
71.66%
112.00
3.17%
118.80
3.02%
118.70
3.76%
137.85
5.03%
137.70
5.19%
105.15
5.10%

19-Mar-20
Price
Yield
$ 42.00 48.45%
$ 7.00 134.98%
$ 90.00 9.75%
$ 106.00 6.01%
$ 100.00 6.75%
$ 126.00 5.95%
$ 99.00 7.97%
$ 82.00 8.48%

Decline
$ (24.00)
$ (11.00)
$ (22.00)
$ (12.80)
$ (18.70)
$ (11.85)
$ (38.70)
$ (23.15)
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Supply Chain Disruptions
The pandemic has hit the productive sector in an unprecedented way and speed.
Resulting in the closures of business, the stoppage of factory outputs, and the
disruption to global manufacturing industries and their supply networks. As countries
close their borders to stave off further spread of the virus and reduce the number of
infected by imported cases, we anticipate further disruptions in global supply chains.
We also foresee declines in output per labour as nation’s labour force fall ill from the
virus or by being forced to stay home.

The United Nations Conference on Trade and Development (UNCTAD) summarizes, “the
COVID-19 shock will cause a recession in some countries and depress global annual
growth this year to below 2.5%, the recessionary threshold for the world economy”2.
China is one of the world’s largest producers, with the shutdown of cities and the
quarantine of it labour force, China saw a 17.2% decline in exports for JanuaryFebruary 20203.

Contractions in the productive sectors
As countries grapple with the contagion effect of the virus, industries/sectors continue
to be adversely affected. With the restriction in the free movement of individuals,
increase in unemployment levels, greater need for essential goods versus discretionary
2
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https://unctad.org/en/pages/newsdetails.aspx?OriginalVersionID=2300
https://tradingeconomics.com/china/exports
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(non-essential) goods, manufacturers and retailers will have to scale down
operations as demand decline.
With the closure of borders and decline in productions worldwide, we anticipate a
contraction in transshipment as volumes decline at the ports.
Travel and leisure is
heavily dependent on
the free movement of
people. As countries
continue to restrict the
movement of people to
curb the infection rate of
the
virus,
several
industries have been
significantly affected. As
a country, Jamaica is
heavily dependent on
the Tourism sector, with
most countries closing
their borders, likewise
Jamaica doing the same
we have seen a considerable downturn in the sector and related industries. Globally,
the airline industry has been hit substantially, with heavy cancellations and declines in
flight demand. Cruise ship and airports have not been spared cancellations, rejected
at ports and decline in demand. The hospitality sector has essentially shutdown in
countries across the world.
Financial services are expected to suffer as the economy contracts. With global
unemployment increasing, the remittance sector is estimated to decline as individuals
less income to assist family members. Wealth management is expected to suffer as a
drop in investor confidence is likely to reduce fee income generated from investment
activities. The insurance sector is also likely to see declines, with increases in
unemployment and decline in income, individuals may be unable to undertake an
insurance policy at this time or may find it difficult to pay their premiums.
The banking and microfinance industries may see an uptick in demand for loans as
business and individuals attempt to navigate this difficult time. However, with a
recession and increase unemployment, we may see an increase in non-performing
loans.
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Unemployment
With the shuttering of business, restrictions in operations and contraction of economies,
global unemployment rates have spiked. The International Labour Organization (ILO)
estimates that as a result of the virus up to 24.7M jobs could be lost worldwide. As at
the end of February, an estimated 5M persons in China lost their jobs. In the US a total
of 3.28M people have filed for unemployment benefits. Locally, we anticipate
unemployment to rise will several sectors being hit hard by the virus. The Tourism and
Hospitality sector has virtually shut down, resulting in thousands without a job.
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