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Using the international monetary fund to explain how the corona virus pandemic has affected the global economy and the consequencesand impact it has made to it.The IMF says its forecast for the COVID-19 recession might now be too optimistic.Even before the outbreak, the outlook for the world economy and especially developing countries like Nigeria was fragile, as global GDP growth was estimated to be only 2.5 percent in 2020. Before the pandemic, the Nigerian government had been grappling with weak recovery from the 2014 oil price shock, with GDP growth tapering around 2.3 percent in 2019. In February, the IMF revised the 2020 GDP growth rate from 2.5 percent to 2 percent, as a result of relatively low oil prices and limited fiscal space. Relatedly, the country’s debt profile has been a source of concern for policymakers and development practitioners as the most recent estimate puts the debt service-to-revenue ratio at 60 percent, which is likely to worsen amid the steep decline in revenue associated with falling oil prices. These constraining factors will aggravate the economic impact of the COVID-19 outbreak and make it more difficult for the government to weather the crisis.While many developing countries have recorded relatively fewer cases Nigeria currently has 238 confirmed cases and 5 deaths as of this writing the weak capacity of health care systems in these countries is likely to exacerbate the pandemic and its impact on their economies.The IMF sees GDP per capita shrinking across 170 nations due to the coronavirus pandemic, but the projection "may actually be a more optimistic picture than reality produces."The IMF noted that even a short-lived outbreak would drag the world into a 3% GDP contraction.A resurgence of COVID-19 in 2021 could leave economies struggling for years to come.The International Monetary Fund recently announced the "Great Lockdown" recession will drag global GDP lower by 3% in 2020, but its managing director now thinks the gloomy outlook could be too positive.The coronavirus pandemic is set to leave 170 countries with lower GDP per capita by the end of the year, but the projection "may be actually a more optimistic picture than reality produces," Kristalina Georgieva told the BBC in an interview. Never in the history of the IMF have we had that," she added. "And what they're telling us is that the novel coronavirus is a big unknown, and we don't know whether it may return in 2021."The IMF saw a far more optimistic scenario as recently as January. The pre-outbreak economic situation was poised to improve GDP per capita in 160 countries. Yet the pandemic has quickly plunged the world into "a global recession we have not seen in our lifetimes," the director said, leaving governments racing to avoid a total meltdown.The organization has pledged to use its $1 trillion lending capacity to aid nations through the health crisis, but Georgieva emphasized the importance of nations getting ahead of the economic damage. Major economies have already unleashed trillions of dollars in stimulus and central bank easing, but rampant aid needs to be kept in check for long-term recovery, she added."It is the time that governments should spend as much as they can afford and more, but keep the receipts. We don't want to lose accountability and transparency during this crisis," Georgieva said.Even as the virus runs rampant around the globe, some nations hit hardest by the pandemic are already planning for economic reopening. President Donald Trump revealed details of the US's reboot on Thursday evening, including a three-phase plan to be followed at governors' discretion.Yet widespread testing is needed before any reboot can take place, Georgieva said. A virus-ravaged nation is unlikely to see an upswing in consumer confidence, and a premature reopening would place significant strain on already hammered health care operations."Saving lives and saving livelihoods go hand in hand with stopping the pandemic," the managing director added. "We simply cannot restart the economy to the fullest, and without restarting the economy, finance ministers are not going to have the revenues they need, including for their health services.J.P Morgan economists’ views on the economic consequences of the virus shock have evolved dramatically in recent weeks with respect to the severity and duration of the outbreak. J.P. Morgan Global Economics Research now expects the global economy to experience an unprecedented contraction during the first half of the year as containment measures are driving deep collapses in monthly economic activity.The U.S. economy is projected to contract by 14% in the second quarter, after experiencing a 4% contraction in the first quarter, before recovering to 8% and 4% growth in the third and fourth quarters. Euro area GDP will suffer an even deeper contraction, with double-digit declines of 15% and 22% in the first and second quarters, before rebounding by 45% and 3.5% in the third and fourth quarters.“There is no longer doubt that the longest global expansion on record will end this quarter. We now think that the COVID-19 shock will produce a global recession, as nearly all of the world contracts over the three months between February and April,” said Bruce Kasman, Chief Economist at J.P. Morgan. Initially, the expectation was the novel-recession may generate limited labor market damage, but J.P. Morgan Research is now forecasting the unemployment rate for developed markets as a whole will rise 1.6 percentage points in the next two quarters.“The rise in unemployment will be sharper in the U.S. than in the Euro area. Most immediately, U.S. initial jobless claims should spike above 400,000 in the coming weeks,” said Michael Feroli, Chief U.S. economist at J.P. Morgan.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%, if the economic effects of the virus peaked in the first quarter of 202011. The OECD estimated that if the economic effects of the virus peaked in the first quarter, which is now apparent that it did not, global economic growth would increase by 1.5% in 2020. That forecast now seems to have been highly optimistic.On March 23, 2020, OECD Secretary General Angel Gurria stated that:The sheer magnitude of the current shock introduces an unprecedented complexity to economic forecasting. The OECD Interim Economic Outlook, released on March2, 2020, made a first attempt to take stock of the likely impact of COVID-19 on global growth, but it now looks like we have already moved well beyond even the more severe scenario envisaged then…. [T]he pandemic has also set in motion a major economic crisis that will burden our societies for years to come.On March 26, 2020, the OECD revised its forecast of the impact on global economic growth from 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 decline not experienced since the Great Depression of the 1930s. The OECD estimates in this will be revised when the OECD releases updated country-specific data.Labeling the projected decline in global economic activity as the Great Lockdown, the IMF released an updated forecast on April 14, 2020. The forecast 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.”The IMF forecaststhat the global economy could decline by 3.0% in 2020, before growing by 5.8% in 2021; global trade is projected to fall in 2020 by 11.0% and oil prices are projected to fall by 42%. The forecast assumes that the pandemic fades in the second half of 2020 and that the containment measures can be reversed. The IMF also concluded 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.The OECD estimates that increased direct and indirect economic costs through global supply chains reduced demand for goods and services, and declines in tourism and business travel mean that, “the adverse consequences of these developments for other countries (non-OECD) are significant.”Global trade, measured by trade volumes, slowed in the last quarter of 2019 and was expected to decline further in 2020, as a result of weaker global economic activity associated with the pandemic, which is negatively affecting economic activity in various sectors, including airlines, hospitality, ports, and the shipping industry.According to the OECD’s updated forecast:The greatest impact of the containment restrictions will be on retail and wholesale trade, and in professional and real estate services, although there are notable differences between countries,Business closures could reduce economic output in advanced and major emerging economies by 15% or more; other emerging economies could experience a decline in output of 25%,Countries dependent on tourism could be affected more severely, while countries with large agricultural and mining sectors could experience less severe effects, Economic effects likely will vary across countries reflecting differences in the timing and degree of containment measures.In addition, the OECD argues that China’s emergence as a global economic actor marks a significant departure from previous global health episodes. China’s growth, in combination with globalization and the interconnected nature of economies through capital flows, supply chains, and foreign investment, magnify the cost of containing the spread of the virus through quarantines and restrictions on labor mobility and travel.21 China’s global economic role and globalization mean that trade is playing a role in spreading the economic effects of COVID-19. More broadly, the economic effects of the pandemic are affecting the global economy through three trade channels: (1) directly through supply chains as reduced economic activity is spread from intermediate goods producers to finished goods producers; (2) as a result of a drop overall in economic activity, which reduces demand for goods in general, including imports; and (3) through reduced trade with commodity exporters that supply producers, which, in turn, reduces their imports and negatively affects trade and economic activity of exporters.The intended and unintended consequences of the shutdowns, looking at the statistics of global financial institutions has affected the economy whether known or unknown in a vast way affecting the economy knowingly or unknowingly.

