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ABSTRACT

The explanatory notes to the bachelor thesis «Organization of goods delivery in
quarantine conditions» comprises of 80 pages, 38 figures, 11 tables, 45 references, 1

appendix.

KEY WORDS: DELIVERY, GLOBAL PANDEMIC, QUARANTINE
CONDITIONS, THE PROCESS OF TRANSPORT ORGANIZATION,
TRANSPORTATION

The purpose of the research is to study the theoretical foundations and problems
of the organization of goods delivery in quarantine conditions, the impact of the global
pandemic on the economies of countries and international transportation, and to
develop project recommendations of the organization of goods delivery in quarantine
conditions for “KYHW” Itd.

The subject of the investigation is the organization of effective work with drivers
on international traffic in quarantine conditions.

The object of the research is the processes of organization of goods delivery in
quarantine conditions for «kKYHW)» Ltd.

Methods of research are scientific inquiry, empirical, analysis and synthesis,
modeling, expert assessments, extrapolation of time series.

Materials of the thesis are recommended for use during scientific research, in the

educational process and in the practical work of specialists of logistics departments.
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NOTATION

BNSF  — Burlington Northern Santa Fe Railway Company;
COVID - Coronavirus disease SARS-CoV;
GFC — The Global Financial Crisis

LTD — Limited company;
LTL — Less-than-truckload shipping or less than load;
TEU — Twenty-foot equivalent unit;

TI — Transport Intelligence.



INTRODUCTION

The pandemic-induced clampdown of geographical corridors and restrictions
imposed on cross-country mobility of goods are some of the factors that are carrying
serious implications for the freight and transportation industry. A sudden slump in
demand owing to the slowdown in economic activities across the key end-user sectors
and restricted passenger mobility have eschewed growth prospects in the freight and
transportation industry.

However, suppliers in the freight and transportation industry have the inherent
bottlenecks within global goods supply chains to address which have gotten worse with
the intensifying coronavirus impact.

Buyers and suppliers are expected to collaborate to address this overwhelming
coronavirus impact on the freight and transportation industry. This is the need of the
hour as their services are considered critical to cater to emergency requirements from
healthcare/government agencies. Such initiatives will also assist them to generate
additional revenue streams which are currently rare in this economy that is reeling
under the coronavirus impact.

Governments across countries have stepped in to revive the ailing enterprises in
the freight and transportation industry as the demand curve has taken a nosedive owing
to the coronavirus impact. The airlines industry is among the worst-hit sectors and has
resorted to employee lay-offs and downsizing fleets as cost-saving measures. From a
procurement standpoint, it is prudent of buyers to leverage forward contracts with
suppliers to ensure normalization of supply post the COVID-19 crisis.

Demand-supply trends in the travel sector:

- Suppliers are expected to collaborate with governments to assist in emergency
operations by integrating their capabilities with national emergency mechanisms and
systems. While accounting for a major contribution towards the national need, this
collaboration can translate into sources of substantial revenue in the freight and

transportation industry.



- Global travel organizations are partnering with health organizations to strategize
a recovery strategy post the COVID-19 crisis. Major buyers should work in a
collaborative manner to assist such agencies to evaluate and develop key risk
mitigation/recovery strategies post the COVID -19 crisis

Demand-supply trends in the freight and logistics sector:

~Ports and terminal services have functioned in a normal manner, albeit with
substantial human resource safety measures in place. Suppliers were facilitated by
additional storage capacities by port authorities whenever deemed necessary. This has
eased the burden on suppliers in terms of inventory handling costs and consequently
led to a downward price push for buyers.

-Suppliers have actively formed coalition groups, wherein macro-economic
issues faced by them due to the coronavirus impact are collectively presented to various
government agencies. Consequently, charges such as those associated with detention
and demurrage are being conditionally waived off for suppliers.

Urgency of the research is due to the nature of the coronavirus impact on the
freight and transportation industry and the interdependence between buyers and
suppliers in this industry reinstate the importance of collaboration between both the
parties to identify issues associated with transportation activities. One of the major
areas where buyers and suppliers can collaborate in an effective manner is to constantly
monitor new areas where quarantine measures are being deployed and identify
alternate travel routes effectively.

The purpose of bachelor thesis is the organization of goods delivery in quarantine
conditions and project proposals development to increase the efficiency in international
transportation.

The following scientist and researchers focused their efforts on transport logistics:
Tereshkina T.R., Baranova L.E., Voinova L.V., Pogorelceva Yu.A., Sheiner N.Yu.,
Klunko A.N. [19], Grigorak M.Yu. [14], Prunenko D.O. [26], Postan M.Ya.,,
Moskvichenko I.M., Balobanov A.O. [28]

In accordance with purpose of thesis was defined and formed the follow tasks:
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1. Consider theoretical basics of the organization of goods delivery in quarantine
conditions.

2. Breakdown of legal basis of transportation in quarantine periods.

3. To study global modern situation in logistics after world pandemic.

4. Study current situation of transport market in Ukraine.

5. Describe general characteristic of “KYHW” Ltd.

6. Carry out analysis of the “KYHW?” Ltd business indicators.

7. To make the recommendation of the organization of goods delivery in
quarantine conditions for “KYHW” Ltd.

8. To solve the self-isolation issues for drivers between trips after returning from
abroad.

9. To organize the drivers for international routes.

The object of research was the processes of organization of goods delivery in
quarantine conditions for «kKYHW» Ltd..

During the performance of the thesis was used general scientific methods: system
analysis, induction and deduction, analyze and synthesis, expertise. During calculation
of economic effectiveness of the project was used assignment task from operations
research.

The information sources during thesis research were:

—regulations and legal documents;

—scientific and methodological development of international transportation;

—statistics and financial report of “KYHW” Ltd, internal documents that describe
company’s activity;

—Internet sources.

During carrying out calculations and edition of thesis was used Microsoft Office

software applications: Word, Excel and Visio.
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CHAPTER 1
THEORETICAL BASIS OF THE ORGANIZATION OF GOODS
DELIVERY IN QUARANTINE CONDITIONS

1.1 Effects of Covid-19 on transportation modes

As the COVID-19 situation evolves, disruption continues to impact transportation
and supply chain networks. However, decreased volume and increased consumer
demand aren’t the only factors at play. Each transportation mode such as rail, ports,
air, and trucking is experiencing varying levels of delays, restrictions, and workforce
capacity issues. These sudden shifts in normal operations are disrupting industries and
employees working to keep essential goods moving through the supply chain.

Overall, truck freight has slowed down following an initial spike at the beginning
of the pandemic. However, the federal and state governments are pushing to keep the
supply chain moving despite tightening truckload capacity.

How have truck drivers been affected? [33]

1. Commercial truck drivers were exempt from the non-essential business
closures and stay-at-home orders implemented by most states.

2. Truck drivers have reported long wait times at pickup and delivery points due
to decreased on-site personnel and busier receiving schedules.

3. Some carriers are waiving physical signatures on LTL and small parcel
shipments; however, drivers are still expected to record the time, any exceptions, and
name of the consignee. 2

4. Truck drivers are less willing to book loads to hard hit areas causing spot
market and ad hoc rates to climb. 2

5. Amenities such as food and restroom stops are becoming a challenge to truck

drivers along certain routes.
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6. Across the US, there’s been a significant drop in volume in lanes that normally
have freight.

7. Less-than-truckload (LTL) freight cannot be held in destination terminals due
to limited space, resulting in extra fees. Many LTL carriers are then returning freight
less than one day after a load cannot be delivered to a closed facility. 2

Port Cargo. According to global transport and logistics company, Kuehn + Nagel,
port terminals are prioritizing essential products such as medical goods over other
shipments, however cargo remains flowing into the U.S. and Canada. In addition, the
majority of East Coast ports have maintained normal operating hours, while some ports
and container freight stations have seen reduced hours or temporary closures. The Port
Authority of New York & New Jersey announced they have remained open and
operating under normal conditions while their marine terminal operators, longshore
labor, and warehouse/distribution center operators are working to support the 28
million consumers in the hard-hit region.

What else have ports been experiencing during this time?

1. Cruise ship terminals have been hit hard as movement is a significant
component of revenue for Southern ports like Miami and Tampa. 2

2. According to recent data from New Harbor Consultants, Pacific Coast ports
experienced 20% lower import TEUs in Long Beach and Los Angeles compared to the
year-earlier month.

3. The table below shows volumes were still growing on the East Coast in
February, up almost 14% in Savannah and Charleston.

Port Loaded TEUs — Feb 2020 Changes vs. Prior-Year Month % is presented in
table 1.1 [41].

Air Cargo. Right now, the air cargo industry is out of tune as global supply chains
are tightly interdependent. According to freight forwarder, Agility Logistics, air cargo
capacity out of China was off 39% in February. As China’s supply chain aims to get
back on track, rates for moving goods will continue to climb. It’s impossible to predict
when capacity will stabilize but premium levels may be seen for some time.

Table 1.1. — Port Loaded TEUs — Feb 2020 Changes vs. Prior-Year Month %

13



No Location Import Export
1 2 3 4

1. Long Beach -17.9 +19.3
2. Los Angeles -22.5 -5.7
3. Oakland -9.2 +15.4
4. Northwest Seaport -8.0 +4.5
5. Vancouver -11.8 -8.6
6. Houston +3.4 +28.2
7. Savannah +13.6 +19.7
8. Charleston +13.5 +19.6
9. Virginia Not Available Not Available
10. | Baltimore -12.8 +8.0
11. [ NY-NJ +1.7 +0.4

Source: New Harbor Consultants External Link

How have travel restrictions played a role in air cargo shipments?

1. Trade flows are still operating with reduced staff and/or work-from-home
policies despite travel restrictions.

2. Passenger planes have started to move air cargo as ship and rail decreases.

3. Europe and North America’s trade lane is dominated by passenger aircraft so
there has been a decrease in available capacity.

4. There is limited available capacity in the overall market as airlines cancel
flights and some freighters.

Rail Freight. In the midst of the ongoing crisis, rail car volume continues to be on
par or slightly below year-over-year activity. Railroad giants, BNSF and Union Pacific,
felt an initial shift as they would have handled China’s imports. Across the U.S., rail
car storage is in demand, especially tanker cars that carry and store crude oil.

While it’s still uncertain how the rest of the crisis will play out, we will continue
to see prolonged effects from COVID-19 throughout all areas of the supply chain.

The transportation industry has plenty of experience when it comes to disruption
and changing environments, but its fast-paced and adaptable nature puts it in a solid
position to continue to weather the evolving situation [34].

The European road freight market could shrink by almost 20% this year, due to

the coronavirus pandemic.
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In new research from Transport Intelligence (Ti), published today, Ti’s original
forecast of 2.1% growth in Europe’s road freight has had to be radically revised with
the outbreak of Covid-19 and the subsequent social lockdown.

It says the best Europe’s road freight operators could hope for now would be a
4.8% contraction, and in the worst case it could be a 17% contraction, which it
described as “far worse than the great recession of 2008/9”.

However, the broad projections also mask significant variations across
geographies and verticals.

The big five European markets — Germany, the UK, France, Spain and Italy — are
projected to suffer a cumulative decline of 5.6% in the best case, and 21.3% at worst.

The variation largely depends on how long lockdowns continue and their effect
on demand. “The analysis shows that deviation from the expected pathway of recovery
could, in extreme circumstances, see more than one-fifth of the big five’s combined
market value erased this year.

The ‘severe impact’ scenario assumes that, essentially, the lockdown measures
introduced during March across much of the region remain in place for much of the
year, an increasingly unlikely outcome.

Ti previously forecast that the five markets would see a combined growth of 1.4%,
but with key industries such as automotive manufacturing effectively shuttered by the
pandemic, road freight operators have been subject to wild fluctuations in demand.

Particularly large impacts on the German market, but has also pushed knock-on
effects into Central Europe that supply the operations. By the third week in March,
production had largely come to standstill. This will have been serious for the large LTL
network providers, as they are heavily reliant on the automotive sector to provide a
‘base-load’ for the network.

Similarly, the apparel and footwear sector has seen demand drop by more than
half across Europe, far more in Italy and Spain, while supply of these products has been
hit by sourcing issues in Asia.

And even the grocery distribution sector, the focus of so much attention in the

early days of lockdown, is beset by considerable uncertainty, and “has varied from
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economy to economy as the Covid-19 crisis has developed, with the UK and the
Netherlands in particular, seeing ‘panic-buying’.

The situation in France, Italy and Spain has swung from panic buying to collapse
very rapidly, with falls in demand and violent changes in the behaviour of the supply
chain, often due to disruption in accessing supply.

The question here is, how effective has been the redeployment of capacity from
other market segments into grocery?

As economies begin to emerge from the emergency phase of the pandemic, Ti
predicts, grocery demand could collapse, while “prices jump in other areas such as
consumer durables or clothing as the market recovers rapidly and retailers look to
replenish stock”. [37]

Coronavirus seems unstoppable. The virus that originated from China not only
has had a fatal impact on people’s lives but it is also threatening the entire transport
world, as bans and border closures are being applied. One of the most important is that
one of Italy, where from this March 10th, mobility is restricted throughout the country.
Since February 2020, many things have changed and will keep constantly changing
because of the coronavirus and its effects on the transport industry. Moreover, outside
the European borders the situation remains critical in some countries of the Mideast,
creating troubles on intercontinental transport.

Transport in any form is being affected. The Association of European Freight
Forwarders Clecat and the Polish Chamber of Forwarding and Logistics have raised
their warnings about the limited export loads and the extra delays of port operations
due to the lack of transshipment operators and warehousemen. Eastern countries are
also starting to notice the intensification of limited transport due to the coronavirus,
making the European economic black whole bigger and stronger. Delayed deliveries
and increased prices because of the coronavirus.

Combining the fact that the number of goods imported is limited along with the
shortened routes the transport companies carry out, we can be prepared for some big
changes on a trade level as a result of the COVID-19 outbreak. As the expert Jerome

de Ricqgles estimates, that in a not so distant future, the inability to cover the demand
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will result in an increase of freight rates and the overall transport costs by the end of
March. Inevitably, this will have a direct impact on the final prices of goods.

Let’s be clear, China is a very big supplier in a worldwide level and many
transport companies within Europe get to transport goods that carry the “Made in
China” label. Given the fact that the country is facing bans and border closures,
exporting becomes more complicated for both sides. As a result, a significant number
of containers full of merch produced in China, are immobilized due to the COVID-19
outbreak.

Despite the coronavirus outbreak in December 2019, China is starting to reopen
its factories. It feels rather optimistic to see that for the electronic machinery goods,
country’s largest export, the resumption rate of factories are 90% in Zhejiang (as of
February 20), over 60% for Jiangsu (as of February 16) and Guangdong is at around
50% (as of February 19), as brought by Ganyi Zhang. These number definitely give
high hopes, but there’s still a long way to go until the whole industry restores back to
its full capacity.

Trying to maintain calm, the European authorities are taking very seriously the
threat posed by the coronavirus to the entire continent. Since the beginning of the
crisis blunt measures are being taken in order to stop the expansion of COVID-19
within European borders. These preventions are already directly affecting the transport
of goods by road, especially in places where more cases have been registered. A great
example is northern Italy or the borders with the Asian countries.

More precisely in the transalpine country, the most restrictive decisions have been
already taken, to control the epidemic menace. This on its way has been having a series
of important consequences for transport.

After several containment measures, the Italian Government has taken another
step and has decided to "isolate” the whole territory, including Milan, nation's most
powerful economic engine. These severe measures will be extended, for the moment,
until April 3, directly affecting millions of people and therefore the entire country. In
the case of transport, the situation is that “any displacement” of entry and exit of the

territory has been banned except for “non-extendable labor requirements or emergency
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situations”. What this restriction mean for the professional drivers is that “cross-border
workers will be able to enter and leave” to carry out their work and return to their
countries of origin unless the people who travel are subject to quarantine or have tested
positive for the virus.

What does the coronavirus mean for drivers? In these regions it is mandatory to
carry out medical checks on drivers (taking the temperature and evaluation of
symptoms) at the loading and unloading points. In some more extreme cases carriers
are even required to wear a mask, something that many of them have already
denounced the Italian transport associations for.

By wanting to reduce risks and given the fact that the situation is already much
complex, Italy, claiming health reasons, decided to momentarily cancel the Schengen
Agreement by closing its borders so that they can establish medical controls at the
access points. Although we are currently far from that scenario, the situation changes
day by day.

Italy is, as we say, the most affected country in the European Union, but the cases
registered in all the surrounding countries are increasing. In Spain, hundreds of
confirmed cases (mostly minor) have already been exceeded, with outbreaks in
Madrid and the Basque Country. And although no preventive restrictions have been
taken yet, it could eventually occur in case of a drastic increase in contagions.

The slowdown that all these measures are assuming is undeniable, at all levels. In
fact, and focusing solely on the transport of goods by road, we must not only meet
the direct costs of these restrictions. What we also need to take into consideration are
all the indirect ones, starting with the shortage from the points of origin, which
necessarily implies a lower need for loads, up to economic losses that these adversities
may suppose to the transport companies, being able to undertake cuts in their budgets.

Taking into account that the number of cases will not stop growing for the
moment, it becomes more important to provide proper information on the evolution of
the coronavirus. Of course, we need to be cautious not to fall into sensationalism and
avoid making decisions that may be irreversible for certain sectors. Prevention is

definitely key and a favorite alternative that many countries use when it comes to
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treating this global agitation. However, commerce will never completely freeze and as
it happens in all such cases, after a couple of months, the coronavirus will be a bitter
memory for all of us to recall. [41]

The global air cargo market saw a 4% year-on-year decline in the four weeks to
February 2, 2020, according to the latest ‘dynamic load factor’ market intelligence
from CLIVE Data Services. The dynamic load factor fell two percentage points relative
to last year to 65% (fig. 1.1).

China to Europe year-over-year growth
(2020 chargeable weight versus 2019, in %)

5%
-7,8%

-25%

-50%

-75%
Jan 6-12 Jan 13-19 Jan 20-26 Jan 27 - Feb 2

Figure 1.1 — The dynamic load factor [37]

CLIVE’s first-to-market analysis each month consolidates data shared by a
representative group of international airlines operating to all corners of the globe.
Based on both the volume and weight perspectives of the cargo flown and capacity
available, it gives the air cargo industry the earliest possible barometer of market
performance each month.

Change in load factor percentage points versus 2019 is presented in fig. 1.2.
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China to Europe and Middle East dynamic loadfactor
(2020 in %)

100% ~

75% -

50% -

25% -

Jan 6-12 Jan 13-19 Jan 20-26 Jan 27 - Feb 2
(+4.?1%) (+3.9%) (+1f4%) (-15%)

Change in loadfactor percentage points versus 2019

Figure 1.2 — Change in load factor percentage points versus 2019 [37]

Four-week data to February 2 largely reflects the influence of the earlier Chinese
New Year but CLIVE is also closely monitoring the impact of the coronavirus on
airfreight volumes, which will be clearly evident in its data reports over the coming
weeks.

For a regional holiday to have such an impact on global volumes, the drop must
be quite dramatic. In the last week of January, volumes from China to Europe, relative
to the same week in 2019, dropped by 66%.

Subsequently, the dynamic load factor of westbound flights from China dropped
from close to 90% to 74%. The reason for the load factor not dropping further is due
to airlines cutting capacity by 44% relative to the same week last year. Most of this fall
in capacity was caused by a reduction of freighter services in anticipation of the weaker
demand.

The impact of the coronavirus on cargo volumes out of China will become clearer
in the weeks to come when the factories reopen and their supply chains are brought up
to speed again. How quickly that will happen — and what knock-on effects it has for

global air cargo industry — will be a strong indicator for the year ahead.
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1.2 Analysis of the impact of the global pandemic on the economies of

countries

Around 170 countries now have confirmed cases of COVID-19. Inside China the
number of new infections has rapidly slowed down, but there are major outbreaks in
Italy, the United States, Spain, Germany and Iran. New infections in Europe and the
United States are likely to increase exponentially over the coming weeks, while clinical
trials and approval processes for the antiviral drugs and vaccinations currently in
development may take several months yet.

One thing is clear: GDP is currently taking a severe beating. However, the size of
the impact in different parts of the world will depend fundamentally on how long the
present economic disruption lasts. We foresee a drop in GDP growth in 2020 compared
to the pre-crisis base case ranging from 1.9 to 7.1 percentage points.

China is further along the coronavirus curve than Europe and the United States.
The government's actions have been effective, quarantine measures have been
gradually lifted and social and economic life is slowly returning to normal. In the event
of a four-week economic disruption, China will feel the effect of closures of production
sites and lack of demand from the United States and Europe, but production will
quickly return to normal driven by pent-up domestic demand and demand from key
trading partners post-lockdown (Japan, South Korea). The result will be a drop in GDP
growth of just 1.9 percentage points in 2020 compared to the pre-crisis base case. In
the event of a 12-week economic disruption, European and US demand will remain in
the doldrums for longer and domestic demand will not completely compensate for this,
leading to a drop in GDP growth of 3.3 percentage points.

If mitigation actions by governments in Europe are effective, we could see the
number of new infections declining here at the beginning of Q2 2020. A four-week
period of economic disruption will mean negative growth in Q1 and Q2, i.e. we will

have a recession and GDP growth for the whole of 2020 will be down 3.4 percentage
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points. Should the disruption continue for 12 weeks, on the other hand, we foresee a
steep drop in growth in Q2 2020, with the closure of many non-essential production
sites and a substantial increase in unemployment, especially in the services sector. In
this case GDP growth for the year could be hit by as much as 5.8 percentage points.
Four weeks of economic disruption in the United States will mean a temporary
halt in production by some manufacturers and a dip in consumer confidence. The
recovery will then be driven by the strong US economy, consumer spending, public
investment and government relief packages. The result will be a 4.2 percentage point
drop in GDP. With 12 weeks of disruption, recovery with positive growth rates will
not occur before Q4 2020, production will see lengthy delays, layoffs will drive down
consumer demand and asset and credit bubbles may burst. In this scenario GDP growth

could dive by as much as 7.1 percentage points.

GDP is taking a beating - We suggest two sub-scenarios,
depending on how long the economic disruption lasts

Base case 2020 A 4 weeks economic disruption B 12 weeks economic disruption
(Pre COVID-12 forecast)
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Figure 1.3 — GDS and COVID-19 influence [41]
Whether the economic disruption lasts four weeks or twelve, the impact on
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industry will be two-fold, affecting both annual profitability and short-term liquidity.
Tourism and travel, the airline industry and retail (excluding FMCG) will be hit
strongly on both fronts, putting them in the upper right-hand quadrant of our
coronavirus impact matrix below. Thus, tourism and travel have already experienced

short-term cancellations and a sharp drop in cash inflow as new bookings for June to
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August evaporate. The industry has limited options for catching up after the crisis has
ended, putting 2020 results under immense pressure (fig. 1.4). In the airline
industry, last-minute cancellations combined with a tendency towards flexible
bookings have led to a cash shortage; the long-term financing of aircraft limits the
possibilities for adjusting cash outflow accordingly. Profitability will be impacted by
the industry's close correlation with tourism and travel. Non-FMCG retail is seeing

drastically reduced demand, leading to a shortfall in sales.

Coronavirus impact matrix - Tourism & travel, airlines and
retail will be badly hit on both liquidity and profitability fronts

A

High | Tourism &
Travel

&lll Financial TS Retail Airlines

: Rarvice =3 (excl. FMCG)

] j., 533 Automotive

£ T Mechanical A, 9
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Low Short-term liquidity impact

Figure 1.4 — Coronavirus impact matrix [41]

The logistics industry is seeing a big drop in profitability as production stops, but
the rebound effects when the situation relaxes will allow for partial catch-up. The oil
and gas industry has been through crises before and enjoys some flexibility due to third-
party oilfield services. However, its liquidity situation is exacerbated by the current
price war between Saudi Arabia and Russia: With an oil price of 30 USD/bbl, upstream
free cash flow is close to zero.

The financial services industry will be less impacted in terms of short-term
liquidity, but 2020 results will come under pressure. Low interest rates and monetary
policy measures will provide financial aid during the crisis, although the inevitable

bankruptcies will lead to reduced cash inflows for the industry. Profitability for the
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year will be affected strongly by the depreciation of distressed and bankrupt corporate
financing, while regulatory requirements on core capital may lead to fire sales of credit

portfolios.

1.3 Scenarios of the influence of quarantine on the economy and industry

COVID-19 has spread to more than 110 countries so far, with many seeing a steep
rise in new infections. While vaccines are in development and initial treatments are
showing some signs of success, the potential human impact of the disease is immense
and a cause for global concern. Besides this human impact, the coronavirus also has
the potential to trigger an economic crisis. Analysts currently expect to see a negative
impact on all sectors of the economy, from bottlenecks in logistics and plant shutdowns
to downturns in business investments and consumer spending [33].

A severe blow to GDP growth. In China, the focal point of the coronavirus
outbreak, we forecast that GDP growth could drop as much as 3.5 percentage points in
2020 in a worst-case scenario. Our "Profound Recession™ scenario further foresees a
second wave of the outbreak in early 2021, with new flare-ups outside the Hubei
province and quarantine measures extended to other regions. Supply will be severely
disrupted, with factories remaining closed and numerous bankruptcies, while fiscal and
monetary policy responses will not start pushing growth until Q3 2020. In our more
moderate "Delayed Cure" scenario, the number of new infections will slow down but
quarantines will remain in place, causing bottlenecks in supply and a downturn in
domestic demand and exports. In our most optimistic, "Fast Recovery" scenario, the
Chinese government's measures would be effective, quarantines quickly lifted and
production soon return to normal, leading to just a short-term dip in demand. Scenarios

ranging from a fast recovery to a profound recession are presents in fig. 1.5.
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COVID-19 is becoming a challenge to the global economy — We analyze
three scenarios ranging from a fast recovery to a profound recession
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Figure 1.5 — Three scenarios ranging from a fast recovery to a profound
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recession [41]

Europe, as the world's biggest trading block, could be particularly hard hit by an
extended corona outbreak. Our worst-case scenario foresees full containment not being
achieved until 2021. The healthcare system will experience capacity shortages, and
production in several industries will be disrupted. In the Delayed Cure scenario, supply
chains from Asia to Europe, particularly important for pharmaceutical raw materials
and electronics, will be in jeopardy and crucial supply chains within Europe will also
start to break down. We will see a temporary decline in consumption and investments.
In the optimistic Fast Recovery scenario, disruptions will only occur in specific sectors,
the supply shock will be less strong, domestic production will only be impacted in Italy
and demand will fall in just a few industries, such as travel and tourism.

With its strong focus on the domestic market and orientation towards services, the
United States economy is not likely to be as badly affected as other regions. True, our
worst-case scenario foresees a strong impact on NAFTA supply chains and a drop in
consumption, with a resulting decline in GDP of 1.2 percent in 2020. But in our
moderate scenario, supply chains are interrupted in selected industries only and fiscal
and monetary stimulus are likely, given that this is an election year. In the best-case
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