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The COVID-19 dilemma: mobility and economy

» The differences between countries in the severity and duration of the lockdown measures at the beginning of the
year have been reflected in the declines in GDP in Q1.

«In Q2, the epicentre of the pandemic (and the lockdown) has moved from China to Europe and America, which will
result in unprecedented declines in economic activity in the major advanced economies.
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these restrictions remained in place and even intensified

during April and May. Indeed, whereas in Q1 the
epicentre of the pandemic was in China, it shifted
to Europe in April and then to the American continent

lockdown and economic activity can be clearly observed
in the following two charts. Countries with stricter
lockdown measures imposed during the first few months

in May (see first chart). . .
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Note: * The lockdown stringency index measures the severity of numerous social distancing Note: * The change in the level of mobility is based on Google's mobility reports, which measure
policies decreed by the various countries. It can range from 0 (no measures) to 100 (maximum how the number of visits to places such as supermarkets, parks, places of work, etc. have changed.
severity in all measures). This is the Stringency Index developed by the University of Oxford. We compute the final value as the average of the change for all places for which Google provides
We calculate the average of the index in Q1 2020 (in Q4 2019 it stood at 0 for most countries; data during Q1 2020.

in China and Hong Kong it was positive, but still very low). Source: CaixaBank Research, based on data from Google (Local Mobility) and the various
Source: CaixaBank Research, based on data from the University of Oxford (Stringency Index) national statistics institutes.

and the various national statistics institutes.
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but were strict, the decline was of around —5%; while

in Germany and the US, countries whose lockdown
measures came later and were less severe, the
contraction amounted to —2.2% and -1.2%, respectively.'

Lockdown, the de-escalation and the economic
impactin Q2

The greater incidence of lockdown and social distancing
measures during Q2 in Europe and the US will undoubtedly
deal an unparalleled blow to these regions’ economies.
However, differences both in the severity of the
lockdown measures and in the de-escalation plans

of the different countries will again lead to significant
differences in economic activity. Let us consider these
differences by taking advantage of the statistical
relationship between the two variables.

Firstly, we conducted an analysis that relates the
strictness of the lockdown in place during the first three
months of the year, measured using the University of
Oxford's lockdown stringency index, with the impact on
economic activity in major economies.? We then take this
relationship established between lockdown stringency
and economic activity and extrapolate it to Q2, based on
the severity of the lockdown measures in place during
April and May and those projected for June according

to the de-escalation plans announced by the various
governments.

As the last chart shows, this exercise indicates that the
declines in economic activity caused by the lockdown
and social distancing measures will intensify in Q2 in the
major advanced economies. This is a logical result in that
more weeks of the second quarter have been affected
by these measures. Nevertheless, it is interesting to

note how the magnitude of the lockdown's impact on
economic activity varies by country. In particular, in
Spain and France the severity of the lockdown would
point towards a drop in economic activity of around 2
0% quarter-on-quarter, since the lockdown and social
distancing measures have been more severe than in most
advanced economies and they are being lifted more
gradually. At an intermediate level we would find

1. These are the first GDP estimates for Q1. Given the exceptional nature
of the pandemic, they will likely be subject to more revisions than usual.
2. More specifically, we estimate the following equation:

GDP growth, = 6,+6,A Lockdown stringency index, +6,+ 6, +€,,, where
6, 6, are fixed country and month effects, respectively, and A represents
the change in time. To perform this estimate, we used panel data from
11 countries for January, February and March. Note that we use month-
on-month figures for GDP growth, calculated using the quarter-on-
quarter growth for Q1 and economic activity indicators for the same
quarter. The fixed effects may already be controlled by elements

such as the potential for the adoption of remote working in the various
countries. For a detailed analysis of the relationship between economic
activity and remote working in the context of the COVID-19 outbreak,
see the Focus «The COVID-19 outbreak provides a boost to remote
working» in this same Monthly Report.
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Note: Estimates obtained from the result of the regression detailed in note 2 of the text and
the de-escalation plan announced by each country. The more and less negative scenarios are
obtained from the estimate's 95% confidence interval.

Source: CaixaBank Research, based on data from the University of Oxford and Refinitiv.

Portugal, with a decline in economic activity that is still
substantial but somewhat less pronounced (of the order
of 15%). Finally, the economic impact in Germany and the
US is estimated to be lower (around 10%), with measures
that have been more lax and less widespread.

The indices that capture the strictness of the social
distancing measures implemented to curb the spread

of COVID-19 provide us with a notion of how severe

the declines in economic activity in Q2 could be in the
major advanced countries. However, the uncertainty
surrounding the available economic activity data and the
difficulty in estimating sudden and profound economic
movements compel us to take the results obtained with
caution. Moreover, the decline that finally materialises
will depend on many other factors, such as the success
with which the various economies have embraced remote
working practices and the magnitude of the economic
policy responses to cushion the impact of the shock.
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