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The Mid—and Long—Term Impacts of the
COVID—-19 Pandemic

ZHANG Bin, ZHU He, SUN Zihan

Abstract: The economic downturn brought about by the COVID— 19 pandemic is significantly
difterent from cyclical economic downturns, as it was not caused by cyclical factors such as
inventory, credit and asset prices, but by the severe impact of the pandemic. The drop is sharper
and affecting more population groups and industries. The downturn might also distort the mid—
and long—term resource allocation and have a more prominent and sustained negative impact on
future growth.

In this paper, we compare key economic indicators of Wuhan and other cities since the outbreak
of COVID— 19 to assess its continued negative impact on the economy. Wuhan was hit the
hardest by the pandemic in 2020. The city’s recovery has been falling behind the entire country
and significantly behind other cities that were at similar development levels before the pandemic.
In addition, the city’s consumption, investment, tertiary industry’ s value added and household
income and savings continue to experience the extensive impact of the pandemic, especially the
consumption sector.

Countercyclical policies can not only reduce the negative impact during the pandemic but also
reduce future economic losses. In a sample of 66 countries and regions, economies with higher
growth in government debt and dramatic fiscal expansion, whether advanced economies or
emerging markets, have reduced future loss of gross domestic product (GDP) more eftectively,
and supported consumption and investment more strongly. Therefore, in response to the
pandemic—induced economic downturn, stronger expansionary policies should be adopted.

Key Words: COVID—19 pandemic shock; hysteresis effect; countercyclical policies
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