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One of the worst crises ever

A bad shock in an already struggling region
Some welcome surprises on the upside
A strong policy response despite limited fiscal space

Damaging economic and social impacts



One of the worst hit regions in the world

a. Cumulative

Total deaths per million
Sep 24, 2020
> 800

Note: Cumulative figures are up to September 24, 2020. The daily average is for the week ending on September 24, 2020.
Source: Roser et al. (2020).



But remittances have held unexpectedly well
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Despite limited fiscal space a strong policy response
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Fiscal stimulus (percent of GDP)
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The social damage from the crisis has been immense

a. Employment losses b. Income losses
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35 20
20
30 .
70
5
&0
[
0 50
L] » .
15 I 40
- &
- 30
10
pli]
5
10
ﬁEm:‘-EE‘-EE,’;EE% uEE:n.!:“%??EEE%E
$fEiis:323:235¢° 22 £ 382 2¢ 3 53 ¢
# H = g = 2 5 = i = = £ 5 5 5 g = % 3
S 2 5 = = 2 = = s 2 o x = 8§ = -
= =
E E
= =
[ ] s
Il Round 1 @ Round 2 Round 3 Il Round 1 Round 3
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And may have a lasting impact on firms in the region

a. Sales b. Arrears
Change in sales (percent) Current or expected arrears (percent of firms|
[percent of firms)
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Mote: Reported figures are uinconditionzl means. The change in sales is relative to the pre-crisis period. Arrears include current and expected over the following six months.
Source: Apedo-Amah et al. [2020]).



The outlook for the region

e Social transfers as a saving grace
* Assessing the extent of the damage

* Economic activity in the third quarter



Much of the fiscal stimulus went into social transfers

Share of the fiscal stimulus
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Social transfers have a larger multiplier effect in the region

Estimated effect Estimated effect
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Several countries are yet to emerge from lockdowns

a. Stringency of containment measures b. Covid-19 deaths (per million)
Containment stringency (index) Daily Covid-19 deaths (per million)
100+ 10
BD . 8 -
60 6
40 4
20 2
0 0~
0 50 100 150 200 0 50 100 150 200
Days since confirmed deaths reached 0.1 per million Days since confirmed deaths reached 0.1 per million
- S = EU === Latin America and Caribbean

Source: Hale et al. (2020) for panel a and Roser et al. (2020) for panel b.

Mote: The stringency index in panel a is an average across nine metrics capturing: school closures, workplace closures, cancellation of public events, restrictions on public gatherings, closures of public transport,
stay-at-home requirements, public information campaigns, and restrictions on internal movements; and international travel. controls.



Big data can be used to assess the economic situation

a. Second quarter of 2020 relative to second quarter of 2019

Between 2019 Q2 and 2020 Q2
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b. Third quarter of 2020 relative to third quarter of 2019
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The cost of containing the pandemic

* Tradeoffs from the pandemic in rich and poor countries

e Health costs and economic costs so far



Lockdowns are more effective in richer countries

Deaths (per million people)
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Source: Rama et al. (2020).



They also have a higher economic cost in richer countries

Change in NO2 emissions (percent)
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A diverse mix of health costs and economic costs

GDP impact (percent)
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Source: Haver Analytics, IMF and World Bank.



Health care costs in normal times

* The resources devoted to health care
 The organization of the pharmaceutical sector

 Public procurement of medicines.



Health care is a major driver of government spending

Health expenditure (percent of GDP)
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Households incur large out-of-pocket health expenditures

a. All households b. Households with positive spending
Health care (percent of household expenditure) Health care (percent of household expenditure)
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Note: Population deciles are defined by total expenditures per capita.
Source: SEDLAC and own calculations.



Spending on pharmaceuticals is generally regressive

a. All households b. Households with positive spending

Pharmaceuticals {percent of household expenditures) Pharmaceuticals (percent of household expenditures)
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Pharmaceutical imports are significant, exports less so

a. Imports
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A different mix of pharmaceutical products by country

a. Volume b. Value

Volume (percent of packages) Revenue (percent)
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And different price gradients by type of products

Average price (USD per package)
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A significant difference in procurement prices within products

a. Trastuzumab b. Amoxicillin
Uniit price {USD) Unit price (USD)
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The way forward

Living with the virus while waiting for the vaccine
Expanding effective health care

Keeping medicines affordable

Reassessing informality

Recreating policy space



UsD 2,504
million

Total Savings from Savings from
procurement conservative aggressive
spending reform reform

Mote: The simulation was conducted for the year 2015
Source; Fazekas et a (2020)
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The cost of informality has turned out to be high

Workers who lost their jobs (percent)
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Restoring fiscal balances will soon become a priority

Public debt in 2021 {forecast, in percent of GDP)
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