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Throughout the report, geographic groupings are defined as follows:

Developing East Asia and Pacific comprises Cambodia, China, Indonesia, Lao People’s Democratic Republic (PDR), 
Malaysia, Mongolia, Myanmar, Papua New Guinea, the Philippines, Thailand, Timor-Leste, Vietnam, and the Pacific 
Island Countries.

The Pacific Island Countries comprise Fiji, Kiribati, the Marshall Islands, the Federated States of Micronesia, Nauru, 
Palau, Samoa, the Solomon Islands, Tonga, Tuvalu, and Vanuatu.

The ASEAN member countries comprise Brunei Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, the 
Philippines, Singapore, Thailand, and Vietnam.

The ASEAN-5 comprise Indonesia, Malaysia, the Philippines, Thailand, and Vietnam.

Due to the COVID-19 pandemic, economic circumstances within countries and regions are fluid and change on a day-by-
day basis. The analysis in this report is based on the latest country-level data available as of March 27, 2020.

EAST ASIA AND PACIFIC ECONOMIC UPDATE APRIL 2020

xiv PREFACE AND ACKNOWLEDGMENTS

10158-EAP Economic Update_73177_newB.indd   1410158-EAP Economic Update_73177_newB.indd   14 4/1/20   2:20 PM4/1/20   2:20 PM



Overview1

The virus that triggered a supply and demand shock in China has now caused a global shock. Developing economies 
in East Asia and the Pacific (EAP), recovering from trade tensions and struggling with a viral disease, now face the 
prospect of a global financial shock and recession. The region’s relative resilience, demonstrated during recent crises, 
is being tested again. Have the recent trade and health shocks sapped its ability to deal with this third shock? Steady 
growth, sound macroeconomic policies, and prudent financial regulation have equipped many EAP countries to deal with 
normal tremors. But we are witnessing an unusual combination of disruptive and mutually reinforcing events. Significant 
economic pain seems unavoidable in all countries and the risk of financial instability is high, especially in countries with 
excessive indebtedness. This exceptional situation needs an exceptional response: bold national action, deeper regional 
and global cooperation, and significant external assistance.

Part I of this update focuses on COVID-19. Because of high transmissibility, low herd immunity and, until recently, significant 
population mobility, the virus has spread rapidly at a high and increasing human cost. In many countries, the public health 
system is struggling to cope with the growing need. Since other World Bank work is focusing on the health challenge posed 
by the pandemic, this update will mostly focus on the economic cost, which is also ultimately a human cost. We recognize 
that in a rapidly changing environment, any update risks becoming obsolete. Therefore, this update will complement 
estimates with an analysis of developments, channels of impact and policy choices, which may have a more durable value. 

The biggest immediate economic costs of COVID-19 are primarily due to the preventive behavior of individuals and 
the transmission control policies of governments. These actions first hit the Chinese economy, by disrupting supply and 
freezing demand, and other partner economies by limiting flows of trade and tourists. As the virus spreads beyond China, 

1 Due to the pandemic, economic circumstances within countries and regions are fluid and change on a day-by-day basis. The analysis in this report is based on the latest country-level 
data available as of March 27.

Global confidence is declining sharply . . . . . . and the virus has hit critical trade nodes
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citizens and governments of many other countries are reacting by taking similar action, which is hitting demand and 
supply in these countries in turn. That is amplifying the mutual shocks through not just flows of trade and tourists, but 
also finance. The EAP region’s reliance on these flows magnifies its exposure to the shocks.

The pandemic is profoundly affecting the region’s economies, but the depth and duration of the shock are unusually 
uncertain. This update, presents both a baseline and a lower-case scenario. Growth in China is projected to decline to 
2.3 percent in the baseline and 0.1 percent in the lower-case scenario in 2020, from 6.1 percent in 2019. Growth in the 
rest of the developing EAP region is projected to slow to 1.3 percent in the baseline and to negative 2.8 in the lower-case 
scenario in 2020, from an estimated 4.7 percent in 2019. Containment of the pandemic would allow recovery, but the 
risk of durable financial stress is high even beyond 2020. Most vulnerable are countries that have poor disease control 
and prevention systems; that rely heavily on trade, tourism, and commodities; that are heavily indebted; and that rely 
on volatile financial flows.

Growth is forecast to decline sharply in the region
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The COVID-19 shock will also have a serious impact on poverty and welfare, through illness, death, and lost incomes. 
Under the baseline growth scenario, nearly 24 million fewer people are estimated to escape poverty across developing 
EAP in 2020 than would have in the absence of the pandemic. Under the lower-case scenario, poverty is estimated to 
increase by about 11 million people. Households linked to affected sectors will suffer disproportionately. For example, 
poverty rates could double among households in Vietnam linked to manufacturing reliant on imported inputs, and in 
some Pacific Islands where tourism is an important source of employment. While these estimates for GDP and poverty 
are projections, they reveal the magnitude of potential economic distress and the need for urgent action. 
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COVID-19 will hinder poverty reduction in the region as  . . . and those in the most exposed sectors face a greater 
a whole . . . poverty risk, e.g., in Vietnam
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This unprecedented shock requires a powerful response by countries with strong support from the international 
community. On policy, six main conclusions emerge from the analysis. First, countries need to adjust both health policies 
and macroeconomic policies. To prevent the spread of infection, many governments are taking transmission control 
measures like lockdowns and travel bans to “flatten the pandemic curve.” In parallel, to mitigate the resulting adverse 
economic impact, governments are taking monetary, fiscal and structural measures to “flatten the recession curve.” 
But better health and economic outcomes may be achieved through combining policies. For example, countries like 
Singapore and the Republic of Korea, which learned from the 2003 SARS and the 2015 MERS experience, seem to have 
achieved more effective containment results with less economically disruptive measures, such as high levels of testing, 
tracking, and quarantines. Their experience demonstrates that early investments in infectious disease surveillance and 
response capacity can reduce the need to take costly suppression measures. The sooner other countries create such 
containment capacity, the sooner they can end the economic pain caused by stringent suppression measures. That could 
shorten the time to recovery, but could be a challenge particularly for the poorest countries in the region. 
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Flattening the pandemic curve is the focus  . . . and flattening the recession curve the focus 
of containment policies . . . of macroeconomic policies
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Second, health capacity needs to be urgently augmented because of the risk of the potentially overwhelming demand 
for a sustained period. Testing capacity has already been found wanting even in some industrial countries. The number 
of infected needing treatment is projected to far exceed hospital capacity in the 18 months before a vaccine is likely to 
become available. Apart from expanding conventional health care facilities and medical equipment factories, innovative 
measures are being considered and need to be expanded: preparing ordinary hospital beds for potential ICU use; using 
car factories to make machines to make masks; and training people unable to pursue their normal occupations (e.g., 
employees of restaurants, hotels, and airlines) to work in basic healthcare. Ensuring adequate access for the poor may 
require the provision of free or subsidized testing and treatment.

Third, fiscal and monetary policy must be recast in a COVID-19 mold. Expansionary macroeconomic policy is less effective 
in increasing production and employment during periods when workers are obliged to stay at home because of social 
distancing requirements, but it can be important for recovery. Initially, fiscal measures should provide social protection 
to cushion against shocks, especially for the most economically vulnerable. For example, subsidies for sick pay and 
expenditure on health care could alleviate distress and help support containment. Expanded safety nets could provide 
temporary relief to families whose earnings have been adversely affected by the outbreak. Transfers in cash or in kind 
are particularly important for those who work in EAP countries’ large informal sectors, as they fall outside the reach of 
traditional social insurance programs. School feeding and other support to students, as well as employment support to 
help workers reintegrate into the economy after the outbreak has abated, would ensure that temporary deprivation does 
not translate into long-term losses of human capital. Firms, especially small and medium enterprises, will need liquidity 
injections to help them stay in business and maintain beneficial links to Global Value Chains (GVCs). The optimal 
economic policy response too will change over time and depend on the precise nature and evolution of the shock—to 
labor supply, aggregate demand or finance. The goal of policy should be to prevent a temporary shock from having 
permanent effects.

Fourth, in the financial sector, it is urgent to help households to smooth consumption through easier access to credit and 
firms to survive the disruption through easier access to liquidity. Easing financial conditions and exercising regulatory 
forbearance are necessary while conditions remain difficult. But regulators must ensure risk disclosure and clearly 
communicate supervisory expectations to avoid financial instability, especially in economies with high levels of private 
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indebtedness. For poorer countries, debt relief will be essential, so that critical resources can be focused on managing 
the economic and health impacts of the pandemic.

Fifth, trade policy must stay open. To retain the production of essential supplies for domestic consumers, several countries 
have imposed restrictions on exports of medical products. Economics and recent experience show that these measures 
ultimately hurt all countries, particularly the more fragile. World Trade Organization (WTO) members—or at least the 
G20 countries—must agree not to restrict exports of coronavirus-related medical products. Consuming countries could 
do their part too by liberalizing imports.

Avoiding future trade tensions is also of vital macroeconomic significance at the present juncture. The China-U.S. trade 
agreement at least temporarily averted a damaging trade war and provided relief from the trade tensions that blighted 
the EAP region’s economic performance in 2019, as we discuss in Part II of the update. But it also raised the concern 
that selective preferential access for the United States to China’s markets would erode the multilateral rules against 
discrimination and divert trade away from third countries in the region—costing them about one-third of a percentage 
point in gross domestic product (GDP). Now there is a further concern: COVID-19 will make it difficult at least in 2020 
to meet the quantitative import expansion commitments made by China because of the contraction in China’s demand 
and the likely contraction in U.S. production.

Instead of renegotiating the bilateral commitments, all countries would benefit if China opens its market to all trading 
partners. That would provide a much-needed boost of an estimated 0.6 percent to global income. China’s income could 
be nearly 0.5 percent higher. Most developing countries in East Asia would also be better off, despite the partial erosion 
in their preferential access to the Chinese market.

Sixth, international organizations have a critical role to play in supporting the region’s governments in combating 
the pandemic and in mitigating its health and economic consequences. One immediate contribution could be to help 
expand the supply of key medical products by facilitating public-private partnerships like the Meningitis Vaccine Project. 
To generate the greatest benefits, aid-for-production of medical products should be given to countries based not on 
consumer needs but on producer comparative advantage provided they keep trade completely free. Openness would 
ensure that essential medical products are produced where it is most efficient and flow to where they are most needed. 
Providing low-cost access to essential supplies like test kits may require international organizations to procure at scale 
from suppliers and also to ensure efficient and equitable distribution.

More generally, to support both relief and recovery, the World Bank Group and the International Monetary Fund (IMF) 
are making available financing, policy advice, and technical assistance. The World Bank Group has already rolled out 
a $14 billion fast-track package to strengthen the COVID-19 response in developing countries and shorten the time 
to recovery. As countries need broader support, the World Bank Group is prepared to deploy up to $160 billion over 
15 months to protect the poor and vulnerable, support businesses, and bolster economic recovery.

In each of these areas, containment, health, macroeconomic policy, finance, trade, and aid, there are self-evident 
gains from internationally coordinated action that takes an integrated view of policy. But some nations are resorting to 
unilateral measures and succumbing to scarcity nationalism. All countries in the East Asia and Pacific region and beyond 
must recognize that, in addition to bold national actions, deeper international cooperation is the most effective vaccine 
against this virulent threat.
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