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Message From the PRESIDENT FCCI  

Assalam-o-Alaikum! 

The Faisalabad Chamber of Commerce and industry is   an apolitical, 

independent, membership based, volunteer driven, not-for-profit 

organization with a clear mandate to lead and serve the business 

community of this land of opportunities. 

Being president of the third largest chamber of Pakistan, it is my first and foremost obligation to work 

with a missionary zeal, dedication and commitment to the FCCI members in particular and to the 

business community in general to serve them above myself. 

I shall try my optimum best to offer perceptive and momentous policy contributions with dynamic 

initiatives that would have positive influence on the social and economic landscape of Faisalabad. 

My Mission is: 

To become voice of the business community with a strong pledge to enhance the economic prosperity 

and quality of life in Faisalabad , I shall also try to act as an advocate for local business community 

and facilitate them by providing opportunities to promote their businesses locally and internationally. 

My Goals are: 

1. To create and foster cordial working relationship among businesses and between businesses 

and the community at large. 

2. To participate actively and rather proactively in the development of public policy; as it affects 

economic growth and development for the country. 

3. To effectively express the views of the business community at appropriate levels and forums 

of the government particularly on matters of relevance to Faisalabad and this area. 

4. To promote private enterprises, business excellence, and encourage individual as well as 

collective achievements. 

5. To provide the resources deemed necessary to ensure proper levels of members services in 

addition to strengthening the member’s involvement in the community through this chamber. 

6. To reinforce the Organization through increasing its membership and resource base Strategic 

Plans. 

7. The Strategic Plan enshrine my commitment to provide an excellent standard of service and 

programs designed to continuously meet the needs of our members. 

Thanking you 

Rana Muhammad Sikandar Azam 

President FCCI  
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Message From the  

Chairman R&D Department 

 

 

 
 
The Corona virus (COVID-19) pandemic has posed 

unprecedented challenges for countries around the world on the health and economic fronts. 

Due to the unavailability of a vaccine or treatment for the disease, most countries have had to 

respond to the pandemic by imposing strict lockdowns, social distancing measures, and 

restrictions on travel in order to minimize the death toll from the pandemic. These lockdowns, 

however, have brought the global economy to a standstill due to a rapid slowdown in economic 

activity.   

The International Monetary Fund (IMF) has forecasted that as a result of the pandemic and the 

consequent containment measures, the global economy would experience its “worst recession 

since the Great Depression, surpassing that seen during the global financial crisis a decade 

ago.” Pakistan’s economy which had just begun its recovery last year from a severe economic 

crisis, marked by high current account and fiscal deficits, is now facing a bigger challenge in 

the face of the COVID-19 pandemic, with the number of cases rapidly rising throughout the 

country as of the first week of June 2020, and the economy forecasted to go into a recession 

this year. 

This booklet is an attempt by our research and development (R&D) department to throw light 

on the COVID-19 pandemic, its expected impact on the global economy, responses by major 

economies and Pakistan up till now, and some of the key challenges for the global economy as 

we look to the future. I am hopeful that this booklet will help the business community in better 

understanding the COVID-19 pandemic, its economic impact, and the possible scenarios for 

an economic recovery in the future, thereby helping us to prepare for navigating this crisis 

successfully. 

 

 

Engr. Ahmad Hassan 

Chairman, 

Standing Committees on R&D & CPEC 
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WHO World Health Organization 

IMF   International Monitoring Fund  

USA  United States of America 
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BACKGROUND OF THE CRISIS 

The Coronavirus disease 2019 (COVID – 19) is an infectious disease that 

was first identified in the Chinese city of Wuhan, in December 2019, and has 

since spread rapidly around the world in a short passage of time. As of June 

18, 2020; more than 8.4 million cases of the disease have been reported 

across 188 countries, resulting in over 458,387 deaths. The disease has 

proven to be a major challenge for governments around the world due to 

rapid spreading ability and no known treatment or vaccine, thereby putting 

healthcare systems of countries around the world in great pressure, and 

causing largescale disruptions of the economy due to lockdowns 

implemented by policy makers in order to control the spread of the disease 

and the resulting casualties.  
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Timeline of the Pandemic: 
 

The first human cases of COVID-19 were identified in Wuhan, 

China during the month of December 2019. According to most 

experts, the virus responsible for the disease most likely came for 

bats as they are known to host a large number of similar viruses in 

their bodies, without themselves being affected due to their natural 

characteristics. However, scientific and medical experts have not yet 

been able to identify the exact path of transmission from bats to 

humans to determine precisely how the first cases of humans were 

initially infected. It is also likely that initial infections of the virus 

among humans were present a few weeks or months before 

December 2019. 

The spread of the virus was initially linked to the Huanan seafood 

market in Wuhan, which is one of many wet markets in China, 

characterized by the trading of animal products from a wide variety 

of dead and alive animals including bats. A large number of virus 

samples were found from the Wuhan wet market by Chinese 

authorities. However, later on it was discovered that the very first 

cases of the virus infection in Wuhan did not have any contact to the 

wet market, raising further questions on the actual origination source 

of the disease. The day of December 16, 2019 marked the first 
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documented admission to a hospital in relation with the Coronavirus 

disease symptoms, however, doctors at that time had not yet 

identified the disease as coming from a novel virus. December 31, 

2019 marked the first public message in relation to the new disease, 

when the Wuhan Municipal Health Commission informed the city 

community regarding the early signs of a pneumonia outbreak. This 

day was also when the World Health Organization (WHO) China 

country office officially received information from the Chinese 

health authorities regarding the situation in Wuhan. WHO, in the 

coming days, reported on social media about the emergence of a 

cluster of pneumonia cases in China. On the 10th of January 2020, 

the WHO issued a comprehensive package of technical guidance 

online with advice to all countries on how to detect, test and manage 

potential cases, based on what was known about the virus at the time. 

China reported its first death from the new disease on the next day. 

On January 12, 2020, China shared the genetic sequence of the virus 

responsible for the new disease. In the following days, other 

countries started reporting cases in their territories including 

Thailand, South Korea, Japan, and the United States, following 

which the virus continued to spread rapidly around the world in a 

short period of time. A brief timeline of key events in the spread of 

the pandemic are given in the table below. 
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Table-1: Timeline of key COVID-19 events 
Date Event 

16 December 2019 First documented admission to a hospital in China 

04 January 2020 
WHO provides information on social media regarding the 

presence of a cluster of pneumonia cases in China 

11 January 2020 China reports first death from the disease 

12 January 2020 China shares the genetic sequence of the virus 

13 January 2020 First case reported outside China in Thailand 

20 January 2020 Other countries including the US report their first cases 

23 January 2020 China closes off Wuhan by cutting all transportation links 

29 January 2020 4 Pakistani students in China test positive 

30 January 2020 
WHO declares a “public health emergency of international 

concern” 

02 February 2020 
First death reported outside China in Philippines. More than 

360 people had dies by this point 

11 February 2020 
WHO proposes “COVID-19” as the official name for the 

disease 

14 February 2020 France announced the first COVID-19 death in Europe2  

23 February 2020 Italy sees a major surge in number of cases 

24 February 2020 Iran emerged as another focus point2 

26 February 2020 
Pakistan government confirms first two cases in the country. 

First case reported in Brazil 

28 February 2020 First case reported in Sub-Saharan Africa 

11 March 2020 WHO declares COVID-19 as a pandemic 

13 March 2020 President Trump of the US declares a national emergency 
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17 March 2020 France imposes a nationwide lockdown 

18 March 2020 Pakistan reports first death from COVID-19 

19 March 2020 China reports zero local infections for the first time 

23 March 2020 The British government announces a lockdown 

24 March 2020 India announces lockdown 

26 March 2020 US becomes the country with the highest number of cases 

27 March 2020 President Trump signs US$ 2 Trillion stimulus bill into law2 

2 April 2020 Total cases reach 1 million globally 

14 April 2020 

The IMF warned that the global economy was headed for its 

greatest recession since the Great Depression. Pakistan death 

reach 100. 

01 May 2020 
The FDA authorized emergency use of the antiviral drug 

Redeliver as a treatment for COVID-19 

07 May 2020 
PM Imran Khan announces to gradually lift the lockdown 

around Pakistan 

10 May 2020 Britain relaxes certain restrictions 

17 May 2020 Japan and Germany enter recessions2 

20 May 2020 Deaths in Pakistan reach 1000 

21 May 2020 Number of cases reaches 5 million globally 

04 June 2020 Pakistan surpasses China in number of cases 

18 June 2020 Number of cases reaches 8.4 million globally 
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Fig-1: Top 20 countries by COVID-19 cases as of June 2, 2020 

Source: Statista 
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Fig-2: Global cases of COVID-19 as of May 31, 2020 

Source: Statista, WHO 

The rapid spread of COVID-19 throughout the world has posed a major 

challenge for governments in terms of preventing infections and deaths 

among the population while limiting the impact on the economy. The 

measures taken by key countries in response to the COVID-19 pandemic are 

discussed in the next section. 
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IMPACT OF THE PANDEMIC ON THE 

GLOBAL ECONOMY 
The containment measures introduced by governments around the world 

including lockdowns, travel restrictions, and social distancing measures have 

negatively impacted economic activity around the world leading to fears of 

one of the worst global economic recessions in history.  

The Organization for Economic Cooperation and Development (OECD) on 

March 2, 2020, lowered its forecast of global economic growth by 0.5% for 

2020 from 2.9% to 2.4%, based on the assumption that the economic effects 

of the virus would peak in the first quarter of 2020. However, the OECD 

estimated that if the economic effects of the virus did not peak in the first 

quarter, which is now apparent that it did not, global economic growth would 

be 1.5% in 2020.That forecast now seems to have been highly optimistic. On 

March 26, 2020, the OECD revised its global economic forecast based on the 

continued effects of the pandemic and measures governments have adopted 

to contain the spread of the virus. According to the updated estimate, the 

current containment measures could reduce global GDP by 2.0% per month, 

or an annualized rate of 24%, approaching the level of economic contraction 

not experienced since the Great Depression of the 1930s. 

The International Monetary Fund (IMF) concluded that the global economy 

would experience its “worst recession since the Great Depression, surpassing 

that seen during the global financial crisis a decade ago.” In addition, the IMF 

has estimated that the global economy could decline by 3.0% in 2020, before 

growing by 5.8% in 2021; while global trade is projected to fall in 2020 by 
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11.0% and oil prices are projected to fall by 42%. It must be noted that this 

forecast assumes that the pandemic fades in the second half of 2020 and that 

the containment measures can be reversed quickly. The IMF also stated that 

many countries are facing a multi-layered crisis that includes a health crisis, 

a domestic economic crisis, falling external demand, capital outflows, and a 

collapse in commodity prices. In combination, these various effects are 

interacting in ways that make forecasting difficult. 

Advanced economies as a group are forecast to experience an economic 

contraction in 2020 of 7.8% of GDP, with the U.S. economy projected by the 

IMF to decline by 5.9%, about twice the rate of decline experienced in during 

the 2008 financial crisis. The rate of economic growth in the Euro area is 

projected to decline by 7.5% of GDP. Most developing and emerging 

economies are projected to experience a decline in the rate of economic 

growth of 2.0%, reflecting tightening global financial conditions and falling 

global trade and commodity prices. In contrast, China, India, and Indonesia 

are projected to experience small, but positive rates of economic growth in 

2020. The IMF also argues that recovery of the global economy could be 

weaker than projected as a result of lingering uncertainty about possible 

contagion, lack of confidence, and permanent closure of businesses and shifts 

in the behavior of firms and households. 
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Table-2: Projected GDP Impact of COVID-19 in 2020 
 

 

  

Scenario 1: 

Major blow to 

China, 

spillover to rest 

of world 

Scenario 2: 

Outbreaks 

cause localized 

disruption 

Scenario 3: 

Widespread 

contagion 

Scenario 4: 

Global 

pandemic 

China -0.70% -1.50% -2% -2.40% 

Japan -0.10% -1% -2.20% -2.70% 

Indonesia -0.30% - -2.80% -4.60% 

Germany -0.10% -1.20% -2.80% -3.60% 

U.S. - -0.20% -1.30% -2.40% 

Russia - -0.90% -3% -4.80% 

Brazil - - -1.70% -3% 

Source: Bloomberg 
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Fig-3: Forecasted monetary global GDP loss (US$ millions) 

Source: Statista, ADB 
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Fig-4: Forecasted % global GDP loss  
 

Source: Statista, ADB 
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Global Trade 
According to an April 8, 2020 forecast by the World Trade Organization 

(WTO), global trade volumes are projected to decline between 13% and 32% 

in 2020 as a result of the economic impact of COVID-19. The WTO argues 

that the wide range in the forecast represents the high degree of uncertainty 

concerning the length and economic impact of the pandemic and that the 

actual economic outcome could be outside this range, either higher or lower. 

The WTO concludes that the impact on global trade volumes could exceed 

the drop in global trade during the height of the 2008-2009 financial crisis.  

Among most developed and major developing economies, economic growth 

at the beginning of 2020 was tepid, but still was estimated to be positive. 

Countries highly dependent on trade—Canada, Germany, Italy, Japan, 

Mexico, and South Korea—and commodity exporters are now projected to 

be the most negatively affected by the slowdown in economic activity 

associated with the virus.  

Gross domestic product (GDP) in China fell 6.8% in January-March year-

on-year - more than the 6.5% forecast by analysts and the opposite of the 6% 

expansion in the fourth quarter of 2019. The Chinese economy is likely to be 

hit further by reduced global demand for its products due to the effect of the 

outbreak on economies around the world. The OECD notes that production 

declines in China have spillover effects around the world given China’s role 

in producing computers, electronics, pharmaceuticals, and transport 

equipment, and as a primary source of demand for many commodities. 

Commodity exporting countries, in particular, likely will experience a greater 
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slowdown in growth than forecasted in earlier projections as a result of a 

slowdown on trade with China and lower commodity prices. 

Impact on employment 
The decrease in demand resulting from the pandemic and the restrictive 

measures imposed by governments have placed many businesses under 

pressure to meet their financial needs, particularly small businesses, forcing 

them to lay off of furlough their employees in large numbers. This has led to 

rapidly increasing unemployment in many countries around the world adding 

to the woes of governments. 

The April 2020 jobs report by the Bureau of Labor Statistics of the US reveals 

that the unemployment rate in the US is just under 15%, higher than that 

witnessed during the 2008 financial crisis. The unemployment rate in China 

on the other hand reached a record high of 6.2%. Unemployment rates in the 

European Union and the United Kingdom are expected to rise to 9% and 8% 

respectively due to the pandemic. The economic effects from the pandemic 

are also being felt in Pakistan, where Gallup Pakistan has estimated the 

unemployment rate to reach 28% as a result of the pandemic.  
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Impact on oil prices and the energy sector 

The lockdowns resulting from the pandemic around the world and 

restrictions on travel have led to a major demand shock in the crude oil 

market due to the rapid and massive drop in demand for oil. This demand 

shock coupled with a disagreement among major oil producers, particularly 

Saudi Arabia and Russia, regarding reducing oil production in line with the 

decreasing demand placed a strong downward pressure on the price of oil.  

The downward pressure on the price of oil led to the key oil benchmarks of 

WTI and Brent Oil dropping from their highs of above US$ 60 per barrel at 

the beginning of 2020 to around US$ 30 per barrel in March and falling 

further in April with the WTI benchmark for May crude oil futures turning 

negative for the first time in history reaching US$ -37.6 per barrel. The 

dramatic fall in oil prices posed a significant threat for the energy sector with 

many companies declaring bankruptcies. Consensus among OPEC and 

Russia later on, with the intervention of the US government helped in 

reaching agreements for the cutting of crude oil supply, thereby helping oil 

prices to recover by some extent. 
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Fig-5: Estimated % change in Chinese industries (2020) 
 

 

 Source: Statista, ADB 
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Fig-6: COVID-19 Impact on Oil Prices 

Source: Bloomberg, OPEC, Statista 

 

Fig-7: COVID-19 Impact on Travel Industry Revenues (US$ millions)  

Source: Statista 
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HOW MAJOR ECONOMIES HAVE 

RESPONDED TO THE PANDEMIC 
Due to the absence of a treatment or vaccine for COVID-19, the most feasible 

option for governments around the world in dealing with the pandemic has 

been to impose lockdowns in order to limit interactions among their 

populations and ensure social distancing so as to minimize the spread of the 

virus. This strategy was implemented first and foremost by China, where the 

outbreak started. Lockdowns have helped in serving their purpose of limiting 

people to people contact and minimizing the spread of the virus, however, on 

the other hand due to a decrease in economic activity caused by people 

staying at their homes, has posed a significant threat to national economies 

and the overall global economy. In order to mitigate the economic impact of 

lockdowns, many governments have introduced large stimulus packages to 

the boost their economies and avoid going into recessions. The policy 

responses by major economies are discussed below: 
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➢ CHINA 

The Chinese government, upon learning the nature of the new disease, 

responded rapidly to contain the spread of the virus among its population by 

imposing strict containment measures, including the extension of Lunar New 

Year holidays, a complete lockdown of Hubei province, large-scale 

restrictions on movement at the national level, and a 14-day quarantine for 

returning migrant workers. The country has been hit hard with above 80,000 

cases and 4,634 deaths as of May 28, 2020. The strict lockdown measure 

introduced by the government were largely successful in limiting the spread 

of the virus given the large population of the country. However, at the same 

time, the lockdown resulted in the Chinese economy contracting by 6.8% 

YOY in the first quarter. 

Economic response 

The Chinese government has announced an estimated RMB 3.6 trillion (or 

3.5 percent of GDP) of fiscal measures comprising of:  

(i) Increased spending on epidemic prevention and control 

(ii) Production of medical equipment 

(iii) Accelerated disbursement of unemployment insurance and 

extension to migrant workers 

(iv) Tax relief and waived social security contributions.  

In addition to these fiscal measures, the People’s Bank of China (PBC) has 

also implemented various measures to ensure stability in the financial 

markets and the overall economy including: 
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(i) Injecting RMB 3.8 trillion (gross) into the banking system via open 

market operations  

(ii) Expansion of re-lending and re-discounting facilities by RMB 1.8 

trillion to support manufacturers of medical supplies and daily 

necessities, micro small and medium-sized firms, and the 

agricultural sector. 

(iii) Reduction of the 7-day and 14-day reverse repo rates by 30 and 10 

bps, respectively 

(iv) Reduction of 1-year medium-term lending facility (MLF) rate and 

targeted MLF rate by 30 and 20 bps, respectively 

(v) Targeted RRR cuts by 50-100 bps for large- and medium-sized 

banks that meet inclusive financing criteria which benefit smaller 

firms, an additional 100 bps for eligible joint-stock banks, and 100 

bps for small- and medium-sized banks in April and May to support 

SMEs, 

(vi) Reduction of the interest on excess reserves to 35 bps 

(vii) Expansion of policy banks’ credit line to private and micro- and 

small enterprises (RMB 350 billion). 

Other key measures taken by the government include: 

(i) Encouraging lending to SMEs, including uncollateralized SME 

loans from local banks and raising the target for large banks’ 

lending growth to micro- and small enterprises to 40 percent.  

(ii) Delay of loan payments, with the deadline extended to the end of 

March 2021 for eligible SMEs and households 
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(iii) Tolerance for higher NPLs and reduced NPL provision coverage 

requirements. 

(iv) Support bond issuance by financial institutions to finance SME 

lending and additional financing support for corporates via 

increased bond issuance by corporates, including relaxing rules on 

insurers for bond investments, 

(v) Easing of housing policies by local governments. 

➢ UNITED STATES 

The US has been hit heavily by the COVID-19 pandemic with more than 1.6 

million cases and around 100,000 deaths across all 50 states at the end of 

May 2020. In response to the pandemic, the US government has implemented 

various measures to contain the health impact of the pandemic including the 

introduction of travel restrictions, social distancing measures across the 

country, declaration of states of emergency, closure of schools and non-

essential businesses, and increased testing. The measures to contain the 

health impact of the pandemic have resulted in the US economy contracting 

at an annualized rate of 5% in Q1 and losing 16% of all jobs, with the 

unemployment rate reaching 14.7%  

Economic response 
The US government has introduced a range of fiscal and monetary measures 

to deal with the economic impact of the pandemic and minimize the fallout 

on the country’s economy. Key fiscal measures include: 

(i) US$ 483 billion “Paycheck Protection Program and Health Care 

Enhancement Act” which includes US$321 billion for additional 
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forgivable Small Business Administration loans and guarantees to 

help small businesses that retain workers, US$62 billion for the 

Small Business Administration to provide grants and loans to assist 

small businesses, US$75 billion for hospitals, and US$25 billion for 

expanding virus testing. 

(ii) Estimated US$ 2.3 trillion (around 11% of GDP), “Coronavirus Aid, 

Relief and Economy Security Act” (CARES Act) including US$293 

billion to provide one-time tax rebates to individuals, US$268 

billion to expand unemployment benefits, US$25 billion to provide 

food safety nets for the most vulnerable, US$510 billion to prevent 

corporate bankruptcy by providing loans and guarantees, US$349 

billion in forgivable Small Business Administration loans and 

guarantees to help small businesses that retain workers, US$100 

billion for hospitals, US$150 billion in transfers to state and local 

governments, US$49.9 billion for international assistance (including 

SDR28 billion for the IMF’s New Arrangement to Borrow). 

(iii) US$8.3 billion “Coronavirus Preparedness and Response 

Supplemental Appropriations Act” and US$192 billion “Families 

First Coronavirus Response Act”. They provide around 1% of GDP 

for virus testing, transfers to states for Medicaid funding, 

development of vaccines, therapeutics, and diagnostics, support for 

the Centers for Disease Control and Prevention responses and other 

areas 

 

 



COVID- 19 

 Impact On Global Economy______________________________________________ 

50 
 

         Faisalabad Chamber of Commerce & Industry (FCCI)  

The key monetary measures introduced include: 

(i) Federal funds rate was lowered in March to 0-0.25bp. 

(ii) Federal Reserve also introduced facilities to support the flow of 

credit, in some cases backed by the Treasury using funds 

appropriated under the CARES Act. 

(iii) Federal banking supervisors encouraged depository institutions to 

use their capital buffers to lend, to work constructively with 

borrowers affected by COVID-19 

(iv) Lowering the community bank leverage ratio to 8 percent.   

(v) Fannie Mae and Freddie Mac have announced assistance to 

borrowers, including providing mortgage forbearance for 12 months 

and waiving related late fees. 

➢ EUROPEAN UNION 

Europe has also been impacted severely by the pandemic with the virus 

spreading across all countries in the region resulting in more than 1.3 million 

cases and over 163,000 death in the EU/EEA and the United Kingdom. Most 

countries in the region took stringent measures to contain the spread of the 

virus including lockdowns, travel restrictions, closing schools, and 

introducing bans on large gatherings. Some countries have begun to ease the 

restrictive measures in recent days as the emergence of new cases has slowed 

down. As a result of the containment measures, real GDP in the EU has 

contracted by 2.7% YOY in Q1. 
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Economic response 

Key fiscal measures introduced to deal with the economic fallout of the 

pandemic as include: 

(i) €540 billion package by European Commission (around 4% of EU-

27 GDP) including allowing the European Stability Mechanism 

(ESM) to provide Pandemic Crisis Support up to 2 percent of 2019 

GDP for each euro area country to finance to finance health related 

spending; providing €25 billion in government guarantees to the 

European Investment Bank (EIB) to support up to €200 billion to 

finance to companies, with a focus on SMEs; and creating a 

temporary loan-based instrument (SURE) of up to €100 billion to 

protect workers and jobs, supported by guarantees from EU Member 

States. 

(ii) Key measures from the EU Budget (about €37 billion) include 

establishing the Coronavirus Response Investment Initiative (CRII) 

and the Coronavirus Response Investment Initiative Plus (CRII+) to 

support public investment for hospitals, SMEs, labor markets, and 

stressed regions; extending the scope of the EU Solidarity Fund to 

include a public health crisis; redirecting €1 billion from the EU 

Budget as a guarantee to the European Investment Fund to 

incentivize banks to provide liquidity to SMEs and midcaps; 

announcing credit holidays to crisis-affected debtors; and adopting 

a proposal for a €3 billion macro-financial assistance (MFA) 

package to ten enlargement and neighborhood partners to help them 

limit the economic fallout of the coronavirus pandemic. 
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Key monetary measures introduced include 

(i) The European Central Bank (ECB) decided to provide monetary 

policy support through additional asset purchases of €120 billion 

until end-2020 under its existing program. 

(ii) An additional €750 billion asset purchase program of private and 

public sector securities (Pandemic Emergency Purchase Program, 

PEPP) until end-2020. 

➢ UNITED KINGDOM 

The United Kingdom has witnessed a total of around 270,000 COVID-19 

cases and over 37,800 deaths. The government introduced a number of 

measures to contain the virus including travel restrictions, social distancing 

measures, closures of entertainment, hospitality, non-essential shops and 

indoor premises, and increased testing. The government introduced a road-

map for reopening the country on May 10. The country’s economy contracted 

by 2 percent in Q1 relative to the previous quarter as a result of the pandemic. 

Economic response 

Key fiscal and monetary measures introduced in the UK include: 

(i) Additional funding for the National Health Service (NHS), public 

services, and charities of £14.7 billion; measures to support 

businesses of £27 billion; and strengthening the social safety net to 

support vulnerable people by around £7 billion.  

(ii) The government has launched three separate loans schemes to 

facilitate business’ access to credit. It is also deferring VAT 
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payments for the second quarter of 2020 until the end of the financial 

year and income tax payments of the self-employed by six months.  

(iii) The government will pay 80 percent of the earnings of self-

employed workers and furloughed employees (to a maximum of 

£2,500 per employee per month) initially for the period March-May.  

(iv) The government has put in place a £1bn package to support firms 

driving innovation and development through grants and convertible 

loans, while making available £150 million to the IMF for COVID-

19 relief.  

(v) Reducing Bank Rate by 65 basis points to 0.1 percent. 

(vi) Expanding the central bank’s holding of UK government bonds and 

non-financial corporate bonds by £200 billion; 

(vii) Launching the joint HM Treasury—Bank of England COVID 

Corporate Financing Facility which, together with the Coronavirus 

Business Interruption Schemes, makes £330bn of loans and 

guarantees available to businesses (15 percent of GDP).  
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COVID-19 AND PAKISTAN’S 

ECONOMY 
Overview of the Pandemic’s spread in Pakistan 

The government of Pakistan confirmed its first two cases on the 26th of 

February 2020. Following the detection of the initial cases, the virus 

continued to spread in various parts of the country, with the government 

closely monitoring the situation and making arrangements for dealing with 

the expected surge in patients by setting up quarantine centers in different 

parts of the country and issuing public guidelines for safety precautions. 

The government implemented lockdowns around the country towards the end 

of March 2020 to contain the virus, including restrictions in public transport 

and inter-city travel. These restrictions were eased later on keeping in view 

the economic fallout of the lockdown, while cases of the virus continued to 

increase steadily. The federal government in coordination with provinces 

partially eased the lockdown following April 15, by allowing some industrial 

sectors to restart operation with newly developed Standard Operating 

Procedures (SOPs). A further relaxation of the lockdown was announced on 

May 9, allowing several industrial units and small retail shops to reopen in 

phases using proper SOPs. On May 18, the Pakistan Supreme Court ordered 

shopping malls and markets to reopen across the country. Domestic flights 

and train services have resumed limited operations, while educational 

institutes are expected to restart starting July 15. The easing of restrictions 

and the lack of safety precautions among the general public resulted in the 
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cases of the virus increasing at a rapid rate in the beginning of 13 June 2020 

with total cases reaching above 1,32405 on June 13, 2020 and deaths 2551.  

Economic policy response by the Pakistan government 

The short-term economic outlook for Pakistan has worsened considerably 

and growth is estimated to be –0.4% in FY 2020, with a gradual recovery 

expected in FY 2021 as the economy reopens. Key fiscal measures 

introduced by the government to deal with the economic fallout of the 

COVID-19 pandemic include: 

(i) A PKR 1.2 trillion relief package (around US$ 7.5 Billion) has been 

announced by the federal government on March 24, 2020 which 

includes elimination of import duties on emergency health 

equipment; relief to daily wage workers (including PKR 75 billion 

of approved cash disbursements to 6.2 million workers); cash 

transfers to low-income families (PKR 150 billion); accelerated tax 

refunds to the export industry (PKR 100 billion), and financial 

support to SMEs and the agriculture sector (PKR 100 billion) in the 

form of relief on electricity bill payments, bank lending support, as 

well as subsidies and tax incentives. The economic package also 

allocates resources for an accelerated procurement of wheat (PKR 

280 billion), financial support to utility stores (PKR 50 billion), 

relief in fuel prices (PKR 70 billion), support for health and food 

supplies (PKR 15 billion), electricity bill payments relief (PKR 110 

billion), an emergency contingency fund (PKR 100 billion), and a 

transfer to the National Disaster Management Authority (NDMA) 
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for the purchase of necessary equipment to deal with the pandemic 

(PKR 25 billion). 

(ii) The government also announced a program for the construction 

sector to address the acute employment needs generated by the 

lockdowns, which include a special tax regime and no wealth 

declaration for projects launched during a short window until the end 

of 2020. 

(iii) In addition to measures introduced by the Federal government, 

Provincial governments have also announced fiscal measures, 

broadly consisting of cash grants to the low-income households, tax 

relief, and additional health spending that includes increased 

compensation to healthcare workers. The government of Punjab 

announced a tax relief package of PKR 18 billion and a cash grants 

program of PKR 1.5 billion, while the government of Sindh has 

announced a cash grant and ration distribution program of PKR 1.5 

billion for the low-income households. 

In addition to the fiscal measures introduced by the federal and provincial 

governments, a number of key monetary measures have also been put in 

place by the State Bank of Pakistan (SBP) including: 

(i) Reducing the policy rate by a cumulative 525 basis points to 8.0 

percent within two months.  

(ii) Expanding the scope of existing refinancing facilities and 

introducing three new ones that aim at supporting hospitals and 

medical centers to purchase equipment to detect, contain, and treat 

COVID-19; stimulating investment in new manufacturing plants and 
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machinery; and incentivizing businesses to avoid laying off their 

workers during the pandemic. 

(iii) Introduction of temporary regulatory measures to maintain banking 

system soundness and sustain economic activity including reduction 

of capital conservation buffer by 100 basis points to 1.5 percent; 

increasing the regulatory limit on extension of credit to SMEs by 44 

percent to PKR 180 million; relaxation of the debt burden ratio for 

consumer loans from 50 percent to 60 percent; allowing banks to 

defer clients’ payment of principal on loan obligations by one year; 

relaxation of regulatory criteria for restructured loans for borrowers 

who require relief beyond the extension of principal repayment for 

one year; and suspension of bank dividends for the first two quarters 

of 2020 to shore up capital. 
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Fig-8: Pakistan GDP growth rate forecast (%) 

Source: IMF, Statista 

Future challenges for Pakistan’s economy 

Pakistan’s economy has been going through a difficult period in recent years 

due to a number of macro-financial crises including stagflation marked by 

low economic growth and high inflation rates; high current account and fiscal 

deficits; increasing government debt accompanied by high debt-servicing, 

poor exports performance coupled with high reliance on imports, 

placement on grey list by FATF, and loss making Public Sector 

Enterprises (PSEs). Due to the worsening economic situation, the 
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government had to enter into an IMF support program of over US$ 

6 Billion in 2019 to meet is funding requirements. 

The COVID-19 outbreak and the resulting slowdown in economic 

activity as a result has further worsened the economic outlook for 

Pakistan by creating another challenge for the already crisis-stricken 

economy. As mentioned previously, the short-term economic 

outlook for Pakistan has worsened considerably and growth is 

estimated to be –0.4% in FY 2020, with a gradual recovery expected 

in FY 2021 as the economy reopens. 

The pressure created by the pandemic has forced the government of 

Pakistan to plead the international community for easing terms on 

its over US$ 100 Billion in foreign debt in order for the country to 

avoid a financial crisis. 
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RECOMMENDATIONS 
The COVID-19 pandemic has created an unprecedented situation in the 

global economy with all stakeholders largely uncertain about the total 

economic toll of the pandemic and the passage of economic recovery in the 

aftermath of the crisis. Economic experts around the world have put forth 

different possible scenarios for the recovery of the global economy post 

pandemic ranging from widely optimistic to widely pessimistic scenarios as 

illustrated in the figure on the following page. In the most optimistic V-

shaped scenario, the global economy will see a rapid recovery post-crisis as 

lockdowns and restrictions are eased around the world and economic activity 

returns to its pre-crisis normal. On the other hand, in the most pessimistic L-

shaped scenario, the global economy will witness a permanent downward 

shock from the pandemic and never recovers fully to the level it could have 

reached in the absence of the pandemic. Although it is difficult to accurately 

forecast the recovery pattern of the global economy post-crisis, one thing that 

can be said with certainty is that the pandemic will have some lasting effects 

on the behavior of people and therefore on the global economic landscape. 
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Fig-9: Possible economic recovery scenarios from the pandemic 

Source: Brookings 
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Global Debt and Financial Crises 
The economic crisis created as a result of the COVID-19 pandemic has raised 

concerns of debt and financial crises in various industrial sectors as well as 

overall economies, with the possibility of triggering a global financial crisis 

like the one faced in 2008. Lockdowns have forced many businesses to close 

down due to a drop in demand and an inability to meet cashflows, while many 

others are on track to face huge losses particularly those in the travel, tourism, 

hospitality, airlines, and energy sectors.  

The rapid increase in unemployment from the financial distress faced by 

businesses has also created financial problems for households potentially 

leading to an increase in household debt. Large stimulus packages have been 

introduced by governments around the world to prevent a large-scale 

economic collapse, further increasing fears of financial crises at the national 

level, as governments increase borrowings to fund their stimulus programs. 

These fears are more pronounced in the case of developing economies with 

already high debt burdens including Pakistan, where the level of government 

debt has been increasing rapidly over the past couple of decades. UNCTAD 

has recently estimated that investors have taken out around US$ 90 Billion 

from emerging economies in the wake of the COVID-19 pandemic. 
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Fig-10: General government debt as % of GDP (2018) 

Source: IMF, Statista 

 

Wealth and income equality 

The economic impact of the COVID-19 pandemic is expected to further 

worsen the state of global wealth and income inequality as a large number of 

people are forced out of their jobs and businesses due to the economic 

slowdown and health crisis resulting from the pandemic.  

According to a recent report by the globally renowned Credit Suisse 

Research Institute (CSRI), the bottom half of the world population accounted 

for less than 1% of global wealth, whereas, the richest 10% held 82% of 

global wealth, and the richest 1% alone had control over 45% of global 

wealth. The situation has only slightly improved over the last two decades, 
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with the share of the top 1% in global wealth falling marginally from 46.9% 

in 2000 to 45% in 2019. The economic shocks posed by the COVID-19 

pandemic are expected to further worsen this situation. The financial security 

of middle- and low-income households will depend significantly on the pace 

of economic recovery post-crisis. Although initial reports signal high 

chances of a V-shaped recovery, huge uncertainties surround the actual path 

of economic recovery post-crisis, particularly in developing economies. 

Oxfam estimates that a 20% income drop due to the pandemic could push 

half a billion people into poverty. 

Fig-11: People pushed into poverty by 20% income drop 

Source: Oxfam, Statista 
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Global food security 
The COVID-19 pandemic also poses significant risks for global food 

security.  

Although, global markets for staple food products are marked by adequate 

supplies and stable prices, the prices of certain cash crops which provide a 

key source of income for rural households have seen a downward pressure 

due to a slowdown in the global economy. Potential export restrictions by 

producers of key staple crops could lead to food security issues in importing 

countries.  

The COVID-19 crisis has the potential of causing significant disruptions in 

domestic food supply chains and other shocks affecting food production. 

This coupled with the drop in household incomes and foreign remittances 

have led to an increase in food security risks in various countries. In addition 

to this, labor shortages due to deaths and restrictions on movement are also 

beginning to impact global food supply chains. Ensuring farmers’ access to 

key inputs and labor for upcoming planting seasons has become a common 

concern for many countries. The UN World Food Programmed has estimated 

that 265 million people could face acute food insecurity by the end of 2020, 

up from 135 million people before the crisis. 
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The way forward: Recommendations for 

dealing with the challenges 
Given the profoundness of the challenges and risks posed by the COVID-19 

crisis, acting across the following lines can help considerably in minimizing 

the negative effects of the pandemic on the global economy and ensuring a 

rapid and smooth economic recovery. 

• Temporary suspension of debt repayments including both principal and 

interest payments from crisis-stricken countries in order to provide them 

with a macroeconomic “breathing space” and avoid pushing them into 

financial crises, allowing them to focus their resources of dealing with the 

pandemic. 

 

• Introduction of debt restructuring and write-off programs for the crisis-

stricken economies to ensure medium- and long-term debt sustainability 

of these countries and easing the financial burden on their governments to 

the largest extent possible.  

 

• Ensuring the provision of welfare funds and resources to the most crisis-

stricken developing economies in order to help them with dealing with the 

health crisis caused by the pandemic, including the provision of safety and 

medical equipment on a timely basis. 

 

• Individual economies should emphasize the development of a demand-

driven employment strategy to ensure the recovery of jobs, once the 

pandemic is brought under control. This strategy should focus on 
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promoting job creation in strategic sectors; restoring a conducive 

environment for business; providing key skills to the workforce, and 

diversifying the economy while making the best use of technological 

resources. 

 

• Timely and coordinated implementation of fiscal and monetary policy 

measures, including a continuous monitoring of the situation at national 

levels on both the health and economic fronts, in order to ensure a smooth 

recovery from the crisis. 

 

• Governments should focus their economic stimulus programs on 

providing relief to small business and the people in the middle- and low-

income classes, those impacted the highest due to the economic fallout 

from the crisis. 

 

 


