
 

What we know suggests the economic impact
of Wuhan coronavirus will be limited
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Confirmed cases of Wuhan coronavirus—data included until January 27th 2019.
Credit: The Conversation

The Wuhan coronavirus has had a significant human toll. More than 100
people have died and nearly 3,000 are known to be infected, including
some in Australia. The number actually infected will be higher. People
experiencing only mild symptoms often don't report them.

The economic cost is as hard to tease out as the health cost, but there are
clues.
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https://www.bloomberg.com/news/articles/2020-01-27/who-chief-heads-to-china-as-efforts-to-contain-virus-accelerate
https://www.reuters.com/article/us-china-health-virus-risks-factbox/factbox-what-is-known-about-the-new-coronavirus-idUSKBN1ZQ0K5
https://www.9news.com.au/national/coronavirus-sydney-scare-as-china-heads-into-shutdown/71c2e099-d49b-42b9-b4b1-02bc4a0457a6
https://www.theguardian.com/science/2020/jan/26/what-is-the-coronavirus-wuhan-china-virus-sars-symptoms
https://medicalxpress.com/tags/economic+cost/


 

They suggest the coronavirus will have little impact on the global
economy, quite a bit in China, and some in Australia, which will most
likely be short-lived.

China is bearing the immediate brunt

The impact in China is already apparent, with 35 million people under
effective lockdown, air travel curtailed, and some tourist destinations
closed. In a sign the virus might spread, five million people reportedly
left Wuhan before the lockdown.

The Shenzhen and Shanghai composite stock market indexes fell 3.52%
and 2.75% before they closed for what turned out to be an extended
Lunar New Year break.

While China's steps to contain the coronavirus will hurt its economy in
the short term, in longer term they might contain the damage.

Previous pandemics suggest scale

The world has changed significantly since the the Spanish Flu pandemic
of 1918, the Asian Flu pandemic of 1957-58 and even the Severe Acute
Respiratory Syndrome (SARS) pandemic of 2001-02.

On one hand the world has become better at containment and treatment;
on the other, it has become more connected. But previous pandemics can
tell us a lot.

1918 Spanish Flu: According to the US Centers for Disease Control
and Prevention, the Spanish Flu hit 500 million people worldwide,
killing as many as 50 million worldwide, including 675,000 in the United
States.
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https://medicalxpress.com/tags/global+economy/
https://medicalxpress.com/tags/global+economy/
https://www.businessinsider.com.au/5-million-left-wuhan-before-coronavirus-quarantine-2020-1?r=US&IR=T
https://www.scmp.com/business/markets/article/3047765/hong-kong-markets-open-normal-amid-wuhan-coronavirus-fears-bourse
https://medicalxpress.com/tags/pandemic/
https://www.verywellhealth.com/difference-between-epidemic-and-pandemic-2615168
https://www.cdc.gov/flu/pandemic-resources/1918-pandemic-h1n1.html
https://www.cdc.gov/flu/pandemic-resources/1918-pandemic-h1n1.html
https://www.stlouisfed.org/~/media/files/pdfs/community-development/research-reports/pandemic_flu_report.pdf


 

The US Congressional Budget Office believes such an event in 2006
would have cut US gross domestic product 4.25% below where it would
have been.

World Bank calculations suggest a severe pandemic, killing 71 million
people, would cut world GDP by about 5%.

1957-58 Asian Flu Pandemic: The 1957-58 pandemic killed about 1.1
million people worldwide. A follow-up 1968 pandemic had a similar
effect.

The Congressional Budget Office believes a recurrence would cut
United States GDP to about 1% below where it would have been. Similar
countries would be affected in a similar way. The World Bank believes
such a scenario would cut world GDP by between 1% and 2%.

2001-02 SARS pandemic: According to the US CDC, SARS infected
around 8,100 people, with 774 dying, which was a 9.4% mortality rate.
Its economic impact is open to debate. SARS mainly affected mainland
China and Hong Kong, with one study estimating it cut their GDPs by
1.1% and 2.6%.

But because the event coincided with the recovery from a global
recession, the effect is hard to estimate. Other estimates are less
pessimistic.

The economic impact was limited, with little impact outside of China
and Hong Kong, as Australia's Treasury noted at the time.

This one should be smaller

Here's what we know.
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https://www.cbo.gov/sites/default/files/109th-congress-2005-2006/reports/12-08-birdflu.pdf
http://documents.worldbank.org/curated/en/977141468158986545/pdf/474170WP0Evalu101PUBLIC10Box334133B.pdf
https://www.cdc.gov/flu/pandemic-resources/1957-1958-pandemic.html
https://www.cdc.gov/flu/pandemic-resources/1957-1958-pandemic.html
https://www.cdc.gov/flu/pandemic-resources/1968-pandemic.html
https://www.cbo.gov/sites/default/files/109th-congress-2005-2006/reports/12-08-birdflu.pdf
http://documents.worldbank.org/curated/en/977141468158986545/pdf/474170WP0Evalu101PUBLIC10Box334133B.pdf
https://www.cdc.gov/sars/about/faq.html
https://www.ncbi.nlm.nih.gov/books/NBK92473/
https://doi.org/10.1016/j.healthpol.2008.03.003
https://medicalxpress.com/tags/economic+impact/
https://treasury.gov.au/publication/economic-roundup-winter-2003/the-economic-impact-of-severe-acute-respiratory-syndrome-sars


 

It's not yet severe. Fewer than 100 people have died so far. The
mortality rate is just under 3%. China has moved aggressively to
contain the virus meaning it should have have less impact on
gross domestic product than earlier pandemics.
There's been minimal global impact. There have been few
cases outside China. The countries with few if any reported cases
are likely to suffer little impact, as correctly predicted by a
Treasury discussion paper on the impact of SARS.
China and Hong Kong are the worst hit. The impact is likely
be less than SARS because the coronavirus is less severe, because
of China's forthright containment efforts and because the
outbreak has coincided with the Lunar New Year break.
However, the aggressive steps taken to contain the virus might
have a significant short term impact. Travel has declined
significantly. Tourist attractions, such as Disneyland in China
have closed. Wuhan is likely to see a significant economic
decline.
The impact should be short-lived. With SARS, the economies
of both China and the rest of the world rebounded shortly
afterwards. To some extent, this coincided with the world
emerging from an economic downturn. But other estimates
suggest that even the impact of the severe 1918 pandemic was
short-lived.
Different industries will be impacted differently. In impacted
regions, tourism and consumer spending are likely to be the most
significantly hit, as was the case in 1918. China has already
suffered a significant reduction in travel expenditure. Other
industries, including medical industries, will experience positive
impacts. But given that the coronavirus is relatively contained,
the impact is unlikely to spread those industries in other
countries.

Taken together these points suggest the coronavirus is unlikely to
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https://treasury.gov.au/publication/economic-roundup-winter-2003/the-economic-impact-of-severe-acute-respiratory-syndrome-sars
https://edition.cnn.com/2020/01/24/business/disneyland-china-wuhan-virus/index.html
https://www.stlouisfed.org/~/media/files/pdfs/community-development/research-reports/pandemic_flu_report.pdf?la=en
https://www.stlouisfed.org/~/media/files/pdfs/community-development/research-reports/pandemic_flu_report.pdf?la=en
https://www.cnbc.com/2020/01/26/how-coronavirus-is-beginning-to-hit-chinas-economy.html


 

significantly affect the world economy.

Based on what we know so far, the impact on China is likely to be short-
lived.

The flow-on effect to countries with a relationship with China such as
Australia is likely to modest and and also short-lived.

Should infection or mortality rates spike, the impact could worsen.

This article is republished from The Conversation under a Creative
Commons license. Read the original article.
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