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The impact of the Covid-19 crisis is deepening poverty, hunger and unemployment around the world. The

opening up of economies continues, but recovery will be impeded by lagged effects

§

This week the number of confirmed cases of Covid-19 have exceeded 6 million globally, at 6.4 million versus 5.6 million a
week ago, while the number of deaths are at 382 867 versus 353 334 a week ago. With the epi-centre of Covid-19 now in
Latin America, the region also faces an economic and health crisis from the effects of the spread of the pandemic.

§

Latin America suffers from substantial inequality, with weak public finances and fragile health systems. In Brazil Covid-19
cases and deaths are surging, while politically the country is seen to be becoming more unstable, suffering also from poor
responses to the crisis, with GDP contacting by -1.5% y/y in Q1.20 and expected to drop a further – 9% y/y in Q2.20.

§

The number of Covid-19 cases in Brazil are around 600 000, with above 30 000 new cases a day now in a population of just
above 200 million. Chile (population 19 million) and Argentina (45 million) are seeing fewer confirmed cases but are smaller
populations, with their respective Covid-19 reported infections approaching 120 000 and respectively 20 000.

§

Chile’s economy contracted by -14% in April, and prolonged lockdown measures are expected to see a deeper contraction
in May and June, with the country also suffering from social unrest. In Argentina economic activity fell 11.5% in March, with
worse expected in Q2.20, and it defaulted on a US$500m payment, and is in restructuring talks with bond holders.

§

In Columbia, Covid-19 cases are around 30 000 with a population of 50 million, with its government lifting restrictions
incrementally, while its economy is seeing very depressed consumer sentiment and its manufacturing sector also having
shown deep contraction.

§

Mexico is at around 100 000 cases (population 129 million), and is expected to see the deepest recession in Latin America,
of -13.0% y/y in Q2.20, -9.2% y/y in Q3.20, -6.6% y/y in Q4.20 and -4.2 y/y in Q1.21, after contacting by -1.4% y/y in Q1.20.
The lockdowns in the US are also negatively affecting activity in Mexico.

§

In South Africa, there are 40 792 confirmed cases of Covid-19 to date, with 848 deaths, as the country with a population of
59 million is expected to see a deep recession this year. Public opposition to the lockdown restrictions are rising sharply,
while incomes fall and a survey on hunger shows an increase from 4.3% to 7.0% in respondents.

§

The survey from Statistics SA, on the impact of Covid-19 on employment and income in South Africa, conducted between
29th of April and 6th May, with no updated report published yet, also shows that “the percentage of respondents before who
reported no income increased from 5.2% before the lockdown to 15.4% by the sixth week of national lockdown”.

§

Many individuals in South Arica are using savings, UIF payments, loans from family and friends, investments and social
payments other than the UIF to survive, but all these sources of income will be eroded, and without a rapid opening up of
the economy, will see more sink into deep financial hardship and so retard the recovery of economic growth later this year.

§

The survey has only 2 688 respondents (all South African adults), and was accessible on the Stats SA website, through
various social media platforms and sent to those on the Stats SA database. However, those at greatest risk will not
necessarily be electronically connected and would see a higher response on experiencing hunger.

§

The largest number of survey respondents are 35 to 44 years old, with Gauteng accounting for over 50% of the respondents,
followed by the Western Cape. The lockdown in SA has seen only some people able to work, salaries and wages cut
(including to nothing), while only some (usually electronically connected) have been able to work from home.

§

There has also been a reduction in wages, while for many it has not been possible to work from home, and this contributed
to business closures, job losses and even permanent closures of businesses. While level three has seen most businesses
able to operate, it has only been a few days and there have been over two months of financial hardship.

§

In the end April early May survey, 78% said they were working from home during the lockdown, while 96% said their place
of work before the lockdown was in a non-residential building. Only 1.4% of respondents to the survey said they worked in
their own home before the lockdown. 11% Were self-employed, and 78% employed on a permanent basis.

§

The survey further showed that 88% were working from home in a suburb, and 5% from a township (1.6% from a farm, 1%
in a rural area, 4% in a CBD). This further supports the expected likely low response from the low income categories, those
in temporary work and other highly vulnerable groups exposed to hunger.

§

Close to 40% said their incomes have been reduced, while 30% have had their hours reduced, 5% reported no income
before the lockdown and 15% during the lockdown. Furthermore, 75% of respondents said they had reduced their spending
to fill the income gap, 52% accessed savings and 37% had to rely on family and friends.

§

Also worryingly, 41% who had reduced income had to incur more debt to cover their expenses, while 77% of respondents
with a reduced income used their savings to cover their living expenses. As a result 68% of respondents said they are more
concerned about the long-term impact of the Covid-19 crisis than the short-term impact.

§

The recession induced by the impact of Covid-19 on business activity in South Africa, will see a slow recovery due to the
lagged effects of the lockdowns on the economy. Economic growth in Q3.20 is expected to be much lower than the quantum
of contraction in Q2.20 (+16.3% qqsaa in Q3.20 versus -48.2% qqsaa in Q2.20).

§

Consumers, and businesses will take a lengthy period to recovery from the negative impact of the Covid-19 crisis induced
lockdowns. This will slow economic recovery, along with the still weak fundamentals of the domestic economy, and the lack
of appetite of government to reduce the regulatory burden, which is needed to improve the ease of doing business.
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