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ABSTRACT

The first wave of Covid-19 originated from Wuhan of China has jolted the entire world compelling
governments of most of the countries in the world to follow stringent measures like shutting down of
offices, public places, educational institutions, maintaining social distancing, partial to complete
lockdown etc to curb spread of pandemic. This study tries to assess the impending impact of COVID-
19 induced pandemic on gross domestic product (GDP) and foreign trade, employment, domestic
demand, manufacturing growth, (Foreign Direct Investment) FDI and also on commodity market. This
effort is enlightening, but it is not high time till now to make a full assessment or objective evaluation
regarding impact of pandemic on several aspects of the global economy on the basis of fractional facts
and figures. Nevertheless, everyday’s mortality and its contamination rate are depicting some worst
indication, but it is very difficult to estimate gravity of the pandemic as well as to assess prominently
how long it will take to become an endemic from pandemic and make it possible to bring human life
back to normal. But, definitely, it does put across probable degree of impending global economic
ache, particularly for emerging and developing economies and their possible requirement of several
kinds of support. The researchers suppose this article, although based on short term fractional but
factual data will throw light to an improved perception of the effects of COVID-19 induced pandemic on
global economy and facilitate in policy formulation to ease the hurdles caused on several aspects of
human lives and their economic periphery by the pandemic.
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INTRODUCTION

The first wave of Covid-19 originated from Wuhan of China has jolted the entire world compelling
governments of most of the countries in the world to follow stringent measures like shutting down of
offices, public places, educational institutions, maintaining social distancing, partial to complete
lockdown etc to curb spread of pandemic. Apart from mammoth loss of human lives, the lockdown
disrupted supply chain in major sectors, stoppage of production, unemployment growth, shrinkage of
commodity demand, sharp decline in GDP growth, FDI flow as well as investment growth across
countries. Industries which are affected typically are tourism automobile and extractive.
Internationally, this pandemic has long lasting impact on cross broader investmentincluding hindrance
in project implementation, abandoning new projects etc. So, called economically powerful countries
like United Kingdom, USA, France, Germany and emerging economies like China, Japan, Korea and
also India were on the economically catastrophic situation whose immediate recovery was hard to
think. In accordance with World Investment Report 2020 (UNCTAD, 2020) during peak phase of
pandemic in 2020, a double digit turn down was anticipated in import and export in most of the
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prominent economics of the world except Commonwealth of Independent States (CIS), Africa and
Middle East countries. In a nutshell, all economies of the world have gone through socially and
economically turbulent phases. According to the WHO website as of 6th August, 2020, more than
7,02,642 confirmed death cases from COVID-19,1,86,14177 confirmed contamination cases and 216
affected countries have been reported and recorded all over the world and number is progressively
multiplying rapidly in geometric progression. Keeping in mind the gravity of the destructive power that
pandemic has caused initially in global economy in terms of several parameters, World Trade
Organization has evaluated and compared it with great depression of 1930 (Crafts & Fearon, 2010).In
accordance with report published by World Economic Outlook, 2020, and global economy is
anticipated to shrink stridently by 3 percentin 2020.

However, to the best of the knowledge, the researchers have found no research studies which have
empirically investigated the impacts of COVID-19 across the world in terms of economic growth,
foreign trade, unemployment growth, manufacturing growth, domestic demand growth, investment
growth, impact on commodity market and above all, impact on FDI flow.

More specifically, this endeavor intensely aspires to afford early substantiation for the impacts of the
long-standing corona virus pandemic on several aspects of global economy in terms of the above
economic parameters. The researchers are optimistic that this initial effort will pave the way for
superior understanding of the effect of COVID-19 led pandemic on the global economy and assist in
framing policy responses to alleviate them.

LITERATURE REVIEW

Itis anticipated thatin 2020 at initial stage of the outbreak, global movement of FDI will be strained. The
COVID-19 is supposed to be demand, supply and policy induced distress which is against congenial
movement of FDI. UNCTAD report, 2020 anticipated that a sharp decline in FDI flow upto 40 percent
would bring down FDI flow to one trillion dollar for the first time ever since 2005.This situation is
expected to improve in 2021 with further decline up to 5 to 10 percent and initial recovery will be
palpable in 2022.
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Figure 1: Worldwide FDI movement, 2015-2019 and 2020-2022 estimate (Trillions of
dollars)Source: UNCTAD, 2020

The first wave of covid-19 has been found to be ruthless everywhere in the world and more
prominently it fluctuates erratically across region. Developing and emerging countries are
anticipated to witness largest decline in foreign direct investment (FDI). This is because of the fact
that developing countries depend more upon GVC (global value chain). During this critical phase,
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this has been hard hit and these countries are not in a position to provide similar financial support like
developed countries. UNCTAD database presents us that developed economies are anticipated to
confront with discriminative FDI flow. Among developed nations, European countries are anticipated
to visualize 30to 45 per centdecline in FDI flow whereas North America and other developed nations
lying on same footing are anticipated to having a decline in FDI inflow by 20 to 35 per cent on
average. This is probably because of the reason that the later countries confronted the catastrophe
on a comparatively more delicate footing. The remarkable fact is that before the outbreak of
pandemic, in 2019, there has been an increase in FDI flow in developed nations as a group by 5
percent which tantamountto nearly 800 billion dollars.

Although South-East Asia, India and China witnessed gain in FDI flow, other developing Asian
countries have been brutally affected by decline in FDI flow. This may probably be due to disturbance
in supply chain and worldwide demands to broaden the horizons of production locations. Flow of FDI
in Latin American countries and the Caribbean islands is anticipated to see 50 percent decline in
2020. Investment projections are unwelcoming because the pandemic multifaceted political turmoil,
affected tourism as well as structural fault manifested in quite a lot of economies.

The COVID-19 crisis is expected to have some glaring short run instant effects and have some long-
standing impact on foreign direct investment. The intense lockdown suspending business activities,
closures of manufacturing operations worldwide to combat pandemic has trapped the FDI flow,
delayed the proclamation of greenfield projects, accomplishment of existing investment projects,
perched the numerous mergers and acquisitions (M&As) across the world.

As far as short-term impact on FDI is concerned, the profit of foreign affiliates is anticipated to crash
down during first wave of pandemic in 2020 keeping a large number of MNCs in challenging
situations. As a part of policy measures, some countries have adopted short term trade restrictions in
order to avert dearth of critical medical supplies during the initial critical phase of pandemic. Alarge
number of governments in many countries have adopted policies to keep away from fire sales of
domestic firms in times of initial phase of crises; they initiate new screening requirements as well as
new investmentrestrictions.

Medium term effect of pandemic on FDI was predicted through the path of demand reduction which is
expected to have pessimistic consequences on international production. In 2020, demand reduction
has hit FDI severely. If there exist doubt and uncertainty about economic recovery via GDP growth in
2021 afterwards, this may dampen down new investment plans. In practice, liquidity crunch during
this critical phase has compelled many MNCs to divert funds kept for new investment plans to
maintaining working capital. Depending on the intensity of lockdown and recession, the continuing
projects which were delayed in lockdown were permanently abandoned in some cases. Overall,
pandemic has steered a worldwide Economic Recession. Since during peak phase of pandemic,
strict restrictions have been imposed on foreign trade and investment, MNEs may opt for policy
measures for achieving higher degree self reliance in manufacture of critical supplies. This may, in
turn, broadenindustrial capacity strategically.

Table 1: Mean and Mean Difference of Pre-COVID and Post-COVID Ratios of GDP growth rate
[average of 4 quarters pre and 3 quarter post COVID-19 Outburst period data]

Countries/Region Pre-and post- COVID Mean Mean Change in
outburst period Difference Ratios
Advanced Economies
Euro area (7 countries) [AUT, Pre-COVID 1.199
BEL, EST, FIN, FRA, GRC, -6.91 D*
DEU] Post- COVID -5.711
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