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Coronavirus has a significant impact on the world economy, which is
reflected in the decline of international trade, the restriction of the labor
market and investment activity, the undermine of public finances and the
monetary system and change of human behavior. Under these conditions,
states face two main tasks: first, to localize the virus in the hope that world
medicine will create an antivirus, and second, to rationally manage the
economy under these conditions. Otherwise, in the post-coronavirus period,
rapid and less harmful resuscitation of the economy will be difficult.
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It is clear that the pandemic is the enemy of humanity, but no less
dangerous is the economic downturn, which poses no less a great threat to
the dynamic development of mankind.generally, there are up to 800 thousand
viruses on Earth, which pose a potential threat to humanity, because they
destroy human immune system. In the last 40 years, about 70 dangerous viruses
have reached the human body. Under these conditions, the countries of the
world face two main tasks: localizing the virus in the hope that world medicine
will create an antivirus and rational management of the economy. Otherwise,
the world community may come out of the coronavirus medical consequences,
but it will take years for the economy to resuscitate. Under the conditions of
the coronavirus economy, the state must transfer the main financial resources
to the medical field, that is we must tolerate the idea that a significant part of
the state budget in this extraordinary situation should be allocated to health
care, second and most important is the social protection. Under conditions of
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quarantine, the population needs strong social support from the state due to
total unemployment. This is the behavior of all the advanced states of the world,
including those that have reached an unprecedented, relatively small scales of
coronavirus spread, or have localized it.

The World Health Organization declared a coronavirus epidemicasa
pandemic on March 11, 2020, that has puzzled prominent economists. What
will be the economic consequences of the coronavirus? Prediction of these
processes is the most important task for the world. The more accurate these
forecasts are, the faster countries with large or small economies will be able to
overcomepost-viral crisis.

As early as February 2020, scientists were making their predictions based
on the SARS-CoV virus model. It was believed that China’s economic growth
would slow by 1%, the economic growth of Southeast Asian countries would
also slow down, and the rest of the world would continue to experience dynamic
economic development. It is already clear today that this model of economic
development has turned out overly optimistic.

Coronavirus is characterized by various economic shocks that have a
significant impact on the economic system:

« International trade is declining;

« Labor market is limited;

« public finances and the monetary system are undermined;

« human behavior is changed, which affects the structure of consumption.

In early March 2020, the scenario of the impact of the coronavirus epidemic
on the world economy, taking into consideration all the shocks, was published by
the Washington Research Institute Brookings, which is based on the hypothetical
model of the epidemic of flu that was created in 2006 [1].

The largest financial agency Bloomberg presented its vision for the
development of the economy, based on three forecast scenarios:

According to the first, only China will incur losses because of the epidemic.
It is based on the optimistic assumption that the second wave of the spread of
virus will be localized in countries as a result of restrictions on the movement
of citizens and the protection of “social distance” that is the implementation of
strict quarantine measures. As a result of these measures, the resumption of
production in China was expected in April 2020. Moreover, in the epicenter of
the epidemic - in the province of Hubei - the economic downturn will continue
until the end of the third quarter. Local economic hardships should have been
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also expected, which arise over a specific period of time due to labor shortages
in companies, as labor migrants from agricultural provinces are unable to return
to cities immediately after quarantine is abolished. It is unknown how consumer
and industrial demand will recover as individuals and companies may purchase
products and semi-finished goods not in the amount that was the case before
the epidemic. China’s economic growth, with this model, is less than 1 percent
per year. It is also clear that this scenario is unrealistic today.

In addition to China, at least four centers of pandemics have occurred in
regions around the world:

% in East Asia, with South Korea as its center;

% in the Middle East, centered in Iran;
< Europe, centered in Italy-Spain;
< and the largest - in the U.S. and Russia.

It is clear that the epidemic itself and the struggle against it, through the
negligence of the Chinese communist government, spread beyond its borders.
It is impossible to accurately predict the pandemic area, but it is already clear
that the economic consequences will be dire. International economic relations
are collapsing between countries: for example, on March 11, 2020, U.S. President
Donald Trump completely abolished traffic between the U.S. and Europe. The
largest shipping companies of Europe and Asia have suspended operations due
to the coronavirus, large enterprises will be closed, the service sector and the
tourism sector are in the heaviest situation, Europe and the U.S. started the
process of partial economic resuscitation in late April.

According to the moderate forecast, Restriction of the pandemic will be
based on the example of China, the government of the countries will defeat
the spread of the corovirus by imposing strict restrictions on the movement of
citizens and contacts.

There was a lot of uncertainty in these scenarios: there was assumption
that the epidemic in the Northern Hemisphere would be seasonal, meaning
that it would end by itself as soon as warming began, which is now unreal. It is
possible that the coronavirus may continue to spread to warmer regions, such
as India and Africa, where signs of it have appeared. It is also clear that not all
states have a developed system of medicine. In countries with poor medicine,
the consequences of an epidemic will be more severe. In addition, citizens of all
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countries are not ready to easily accept the restrictions due to the pandemic,
because this process is accompanied by a significant change in lifestyle, unlike
the Chinese, civil liberties are important for Europeans and Americans (for this
reason, USA, Italy, Spain, France, UK And in other European countries the virus
began to spread widely, becoming the cause of the spread of the pandemic),
which led to a deep crisis of demand in these countries.

Today it is unclear how fast international transport will recover. Airlines
and travel agencies have been forced to miss the summer peak of their business,
causing them to face a serious crisis in the third quarter of 2020. This has led to a
significant reduction in demand for fuel, causing oil prices to fall sharply (by the
end of April 2020, US low-octane fuel prices were below zero).

The epidemic has caused an imbalance in global finances. Consistent with
predictions of Morgan Stanley, one of the largest investment banks, since the
beginning of April 2020, the central banks of developed countries, which are
trying to support the economy, have reduced interest rates to a minimum that
exceeds a similar rate of liberal monetary policy during the 2008-2009 crisis.
This led to a reduction of price of money. This process will deepen in countries
where governments are pursuing fiscal stimulus policies. So for example, Trump
has signed a $ 200 billion business and social support program, China has
allocated $ 120 billion for this purpose, Italy $ 40 million, and other European
countries are similarly addressing the issue. Such economic policies lead to
rising inflation, or that is to say “stagflation” - a mixture of stagnation and high
inflation, which developed countries have not had since the 1980s, the global
economy growth will reduce by 1-2% by the end of 2020. By overcoming pandemic,
the economy reviving Will start in the third quarter of 2020. Nevertheless, air
transport and tourism will find themselves in a difficult crisis which they will not
be ableovercome until the end of the year [3].

When forecasting a bad scenario, economists predict that a catastrophe
will look like an average scenario, but it will last until the end of 2020 that is
throughout the year. At the same time, new independent centers of the epidemic
will be created in the world. According to this scenario, the spread of the
coronavirus is non-seasonal, that is in the Northern Hemisphere this process
will also continue in the summer.

Economic scenarios based on the spread of the coronavirus in the global
economy show that recession will deepen in the world- that is, the global
economy will not grow until at least the end of the year. Organization for
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Economic Co-operation and Development, in its report: “Coronavirus. The global
economy is in danger, represented”domino fall” scenario according to which the
peak of economic losses will be revealed at the end of the year. Currently loss
is only caused by fall of demand, but soon the deep crisis of stock, commodity
and investment exchanges will be added to it. The annual growth of the world
economy will be minimal - 0.5-1%, or equal to zero (according to Bloomberg).
The loss to the global economy in 2020 alone will be about $ 2.7 trillion. This
is equal to to the losses of the Great Recession of 2008-2009, when the world
economy shrank by two trillion in the first six months of the crisis. [2]

Major world exchanges (Tokyo, Shanghai, London, Frankfurt, New York
reacted to the coronavirus with adequate panic. Major stock indexes (Dow Jones,
NASDAQ, FTSE, DAX, Shanghai Composit, Nikkei) fell on average by 10%-12% in
the second half of March 2020. On March 2 2020, after the collapse all major
world stock exchanges began recovery process:

* In the United States, on March 6, the stock indexes changed with the
following dynamics: S&P 500 increased by 3.19%, NASDAQ - by 4.07%, Dow Jones
Industrial Average by 4.75%. The price of Brent crude oil increased by 5%.

e China Shanghai Composite Index rose by 3.2%.

« Weaker growth was observed in the Japanese and European markets. The
Japanese Nikkei increased by 1%, the British FTSE 100 -by 1.13%, the French CAC
40 -by 0.44% [3].

What caused such positive dynamics? The first reason for this was China’s
success in fighting the epidemic. Second, and most importantly, the world’s
leading central banks (US Federal Reserve, Bank of Japan) have officially stated
that they are ready to help increase market liquidity. This means that central
banks will strengthen their purchase policies of securities, as they did to
stimulate economic growth after the 2008-2009 crisis. The US Federal Reserve
announced a cut in key rates in March and April 2020.

Itis impossible to solve common problems in real sector of global economy
in the short-term for several reasons: First — as early as December 2019,
industrial production in the euro area fell by 2% (by 3.5% in Germany), Japan’s
GDP fell sharply by 6.3% in the fourth quarter, and Growth in China also slowed
significantly at the end of the year. The real recession in the largest economies
began before the spread of the coronavirus. Second, central banks try to fill
markets with money to avoid default, but it is unclear whether this effect lasts
for long time, the lower the rates are, the harder it is to stimulate the real sector
of the economy. Third, it will take a few more months to determine how well the
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world will be able to fight the virus. During this period, investors will not invest
risky assets on stock exchanges and developing countries [6].

What impact will the coronavirus have on the Georgian economy? Imports
from China have decreased significantly, this is important food reserve, as China
is the largest importer of food in Georgia. Imports from the US and EU countries
have decreased significantly (Georgia is an import consuming country, that is
the country’s economy is not minimally satisfied with local production, which
is why it is characterized by a chronic trade imbalance). Under such conditions,
it is clear that the country’s exports have declined (due to production delays),
remittances have decreased (due to the repatriation of migrant workers),
and the coronavirus has a severe impact on foreign investment, leading to a
significant depreciation of the lari. The National Bank tried to stop this process
with the results of the dollar intervention, but this did not have a significant
impact on the depreciation of the lari. Forecast data of economic growth
decreased significantly in country(The European Bank for Reconstruction and
Development (EBRD) estimates that Georgia's economic growth forecast for
the year 2020 is minus 5.5%, that of Armenia - 3.5%, and that of Azerbaijan -
5%.According to forecasts of Georgian government, economic growth will be
minus 4%). Unemployment reached a peak, the country’s external debt increased
catastrophically (18 billion 222 million Lari in April 2020), which was negatively
reflected in the economic downturn and eventually in its crisis. It will take at
least 2-3 years to overcome post-coronavirus effects in the Georgian economy.

One thing s clear, the Georgian government did not have a proper anti-crisis
plan for the coronavirus or other crisis situations. Risk management is foreign to
the government, the anti-crisis plan is written for viruses, earthquakes, floods
and other natural and unnatural cataclysms before these crisis situations arise
and not post factum.

Summary

Predicted scenarios of the spread of Coronavirus in the global economy
show that a recession will occur in the world, that is, the global economy will not
grow at least until the end of the year. Because of the influence of Coronavirus
on the Georgian economy, imports from China, which is an important food
reserve for the country, and imports from the USA and the European Union,
will decrease. Due to the slowdown in the economy, the pace of exports will
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decrease significantly, due to the repatriation of labor; remittances will be
reduced, because in conditions of economic instability, investors will try to limit
economic activity in countries with unstable economic dynamics, which will lead
to a further depreciation of GEL. It will take at least 2-3 years to overcome the
consequences of post-Coronavirus in the Georgian economy.
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3MmModmMyM 93mbmanzadn 3mMmMba30MLOL gogzmMEgmMadeds oe3ydbs-
O0mo 3Mmagbmdyma bLEYbaMYdn 3A39690L, MMB BbMBMamdn dmbyds M-
39L0o - 0679 genMdamyMo 93MbMB030 oM gondMEYds 3060073 Beab dmenm-
0009. 93Mb6mM30n3090 36033690mM3600 9030MEYds IMNbM36s, MOLLE VY-
00900 Logmbom, bobgmmgymm s Lonb3abdhnEom doMmzgob MM 3Mado-
Lo. AbGmam 53mbmadnzab Benoyma BMES 06900 Bnb0dowyMa - 0.5-1%.

3mmoomyMmn 93mbmanzab BoMomo, dbmemme 2020 6yemb, 2008-2009
6ol oo MyEgLboab Hmmasbos. bojoMmmngzgmmb 93mbmangady jmMm-
6030M9L0b 99303 gbab dgage d9d3nMEads nd3mMm@pn Aabymnwab,
Mo3 939Yy60L 86033690mM3560 LoLYMbLoOM MYBYMZ00, MoageboE hnbgmo
60MIMo©3gbL LogdoMmmzgmmdn LyMbamab HALbbzomgb nA3mMEBHnmMmL, dg-
030ME 00 033mMbo 333-sb o g3Mmgzazdomab §39Y6900006, 93mbmaon-
300 0335999000 godm, 3603369mm3600 35930M©Y0S 9JL3MMEHNL Joh3969-
090, bodydom domab MY3ohMmnoEny, 39930MEO BYMaEn gdazbomygodon.
3Mm0Mmbagznmybo 8dndg s0bobgods ngbmym 06350 H0E090DY, MoZgaboE 93M-
6m3ngzyMao sMbH00MYMMONL 30MmMdx0dn 06390HMMYd0 3993)0006 3g-
vmb 93mbmangyMmo oghnzmads sMabHadnmyMn gzmbmadngyMmo nbodo-
30b 99gmb7 939y6903d0, Mo godmnb393L mamab 3yMLOL 390gMad 30MEBSL.
23mbmangnmo ML bodMmabmdm dohzgbgdmgdn J39ysbodn dg93nMY-
09, 19909930MMo0b M69 d0ob3L 303L, bobgmdboazm d0339(HL gm0
093930309, 330dDMEJ0d §39Yy6ab LogoMgm o bodnbom 3oma, ME Lodm-
mMME 30bobgdd 93MbMBA030L VEYToLY o AL 3MBALT0. bogdoMmmzgmmb
93Mmbma303080 3mbhH3mmmbagnMmybob 37093900b odwmazab bym dznMy 2-3
6gmo obgoMmgdo.

9gMmo M3 gbono, MMA LodoMmzgmmb bygmabyamagdeb 3mMmmb-
30073b0bs 07 bb3s 3MaBabIYWN bo¢hyoEngdabomzab oM goshbos abymdmo
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3°69Moma 36¢h03M0BabyMN ggads. bgmabyxamydabom3zab ybmoe Mabs-0g-
69359960, 96HngMndabymo 3ggagds 06gMgds 306myLbYdnL, dnbobd3zMab, Byo-
mEoEmMOnb o bb3zs 01690M030 O 9MB0Y650MN30 Joho3mnDIgdobom3znb
30 3M0dobymo boBPoENxd0Lb EVEEMTTEY s 3Ms 3MbHd]bHna.
0o3306dm bNBY3900: 3mMMbBL3znMYLN, 93MbMDngs, 3MbH3nMYLYMo
3M0aBabo, §3mb6manznb MYabadoin.
JEL Codes: 110, 111, 118
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