 Running Head: MICROECONOMICS                                                                                          1
 MICROECONOMICS                                                                                                                    5

Microeconomics Critical Analysis
Student’s Name

University Affiliation
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The Article chosen is “An Economic Pandemic” by Keith Johnson FOREIGN POLICY, March 9, 2020.
Summary of the Article

The paper highlights how the Coronavirus is now infecting many people and as a result infecting various economies. It says that what appears to be a notable war on oil prices will virtually broaden the world market (Johnson, 2020). Consequently, many investors are now on panic mode as they foresee the economic impact of COVID-19 (actual name of coronavirus strain being passed world over). There has been a notable yield on the United States debt which has since fallen to a level never seen before. This points to an inevitable recession which may end up coming quicker than a majority of experts may have envisaged (Johnson, 2020). The paper gives examples of oil prices plunging by close to 25% in New York along with London and the effect of this is that it dragged down the stock markets in Asia and Europe. Specifically, stock markets in New York fell by 1800 points within the short time that the bell rang and it was later on suspended.
Analysis of the News


Much as experts may have an estimate of the economic fallout arising from such a pandemic like the COVID-19, the actual impact may be varied in line with the number of people who have been affected, its level of severity, and the kinds of social interventions that are required in containing it. At the level of microeconomics, firms will likely face a decline in their margins in the course of a recession. “This virus is as economically contagious as it is medically contagious,” said Richard Baldwin, a professor of international economics at the Graduate Institute in Geneva. As far back as 2005, one official from the World Bank had the prediction that a world influenza pandemic, for instance, may likely end up killing over ten million individuals and then also cause 800 billion US dollars economic losses. The effect of this current pandemic may not be evident for some time. However, looking at the financial projections for the COVID-19, one may begin to see a possible recession. Some organizations have presented estimates in the near past to the effect that in case there is a long-lasting COVID-19 pandemic which permeates Europe, Asia and North America, a possible scenario looking at the current events, it may end up cutting the world growth level to 1.5% in the year 2020. This figure is half the rate of growth that would be achieved in the global economy. Some other analysis by McKinsey & Company presents the same outlook. The research they offered gives the impression that when there is a more severe case of Coronavirus pandemic, whereby there is a change in work patterns of suburban and city dwellers even as they observe the social distance in 6-8 weeks, it may likely result in a cut in the global GDP by half to a level that is between 1 per cent and 1.5 per cent. These are estimates that are enough to cause a recession in the world.

Thinking Critically


There are possibly two scenarios with the economic impact of the Coronavirus. Firstly, if the spread of the Coronavirus gets contained soon and only gets to affect the economy in March as well as April and to assume a temporary decline in critical sectors of the economy by 10% drop for three months, it may likely affect the GDP by 0.7%. Looking at an economy that has 0.55 growth per quarter, that may be a significant drop. After three months or the fear related to the virus ends, the economies of the world will bounce back. This will be the case when consumers get back to their behaviour of spending, and the supply chains in businesses get fixed. Further, firms will resume production at their regular rate hence no recession.
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