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* Explain the impact of COVID-19 on spending and employment "
* Highlight the Monetary and Fiscal Response by the US.
* Discuss how the Monetary and Fiscal response aided the recovery in
2020:Q2 & 2020:Q3
* Discuss reasons for the slowdown in the recovery in 2020:Q4
* Discuss the December Economic Relief Package.
* Discuss President Biden’s Proposed Economic Relief Package.
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The economic recovery in 2021 depends crucially on
- The efficacy and the distribution of the vaccines

The willingness of the population to “continue” follow safety guidelines.

The ability of the fiscal response to provide some income support for
households and support small businesses.

The ability of businesses and households to (continue to) adapt
Resolution of political uncertainty

The recovery in the Q2 and Q3 of 2020 was supported by

an “improvement” in the health situation and fiscal and monetary support.
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News headline: GDP Growth falls by 31% in 2020:Q2 ([ ]
News headline: GDP Growth Rebounds in 2020:Q3 — 33% growth q
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Source: U.S. Bureau of Economic Analysis
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In many spending categories, including health care,
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® Provide income support for the lower income and most vulnerable,
® Provide support to maintain employer - employee matches, and
® Provide support for the sectors that are most exposed to the shock.
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#®, NATIONAL ECONOMIC v
{m EDUCATION DELEGATION
17
'. ® o oo
® o o
L] L] L] . ‘ . .
cal Policy Timeline ® o0
e o °
e °
e
[
[ |
Y o 0
\ ¥4 A\ ¥4
Phase I: H.R. 6074 Phase II: Family First Phase Ill: CARES Phase Il b
3/6 3/14 318 4/24
R&D Paid Sick Leave 5 HHI:('?C Pag/mellr"c:s. (More) Support for Small Firms
Public Health Family Medical Leave s up;;or Mord' ma i |rg1|s:. COVID-19 Testing
Medical Supplies Covid-19 Testing upport olr edium Sized Firms Hospitals
Other Unemployment Expansion Unemp gyment Insurance
Aid to States
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al Response (Phase Ill a-b): CARES Act o oo,
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® Direct payment to households $1,200 for every adult and $500 for every .q
child.
e Small business loans (Paycheck Protection Program)-- $350 billion
— <500 employees and designed to cover six (6) weeks of payroll.
® Economic Stabilization Fund (Main Street Lending Program) — $500bn
— for medium sized firms,
— state and local municipalities, and
— passenger and cargo air carriers, and firms maintaining national security.
e Expand unemployment benefits (additional $600/week)
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s eral Reserve Timeline

Forward Guidance

Funding Facility (CPFF)
Money Market Mutual Fund
Facility (MMLF)

O O O O
\J \J 7
March M?gch March March 23 » April 9
3 17/18 Primary Ma"}z‘jﬁ;"m‘e Credit Paycheck Protection Program Liquidity
Federal Funds Rate Facility (PPPLF)
Federal Funds Y . . R (PMCCF) !
Rate Discount Window Primary Dealer Credit Facility Secondary Market Corporate Credit Main Street $u5|n‘ess L.endmg Program
Lending (PDCF) Facilly Municipal Liquidity Facility
Quantitative Easing Commercial Paper Funding (CMCCF)

Term Asset-Backed Securities Loan

Facility
(TALF)
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PETERSON PPP loans assisted small businesses from various sectors o
FOUNDATION

ToTAL APPROVED PPP LOAN AMOUNT (BILLIONS OF DOLLARS)

Construction

Professional, Scientific, and Technical Services

Manufacturing
Healthcare and Social Assi: l

Accommodation and Food Services
Retail Trade

hol le Trade

Other Services

Administrative and Misc.

Real Estate and Rental and Leasing
Transportation and Warehousing

Finance and Insurance

Educational Services

Information

Arts, Entertainment, and Recreation
Agriculture, Forestry, Fishing and Hunting
Mining

Public Administration

Management of Companies and Enterprises
Utilities

$10 $20 $30 $40 $50

@
o

SOURCE: Small Busi inistration, Paycheck i gram (PPP) Report, Approvals through 4/16/2020, May 2020.
NOTE: Data is for the first round of PPP payments, which lasted through April 16, 2020.
NA'  © 2020 Peter G. Peterson Foundation PGPF.ORG
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P23 PETER G. The distribution of PPP loans has not matched levels of |
PETERSON
FounoaTion unemployment
SHARE OF JOBS LOST AND LOANS DISBURSED (% OF TOTAL)
35% m Share of Total Jobs Lost in April
w Share of Total PPP Loans Disbursed
2.5%
0%
Arts, Entertainment, onstruction Manufacturing Professional &
& Recreation Technical Service
p NATIO  sourees: uss. small Services istrati ycheck ion Program (PPP) Report-App 4 aly2020; and S&P
EDUCA  Global Ratings, i h: The Paycheck ion Program Impact on Jobs: (More) Help Wanted, May 2020.
© 2020 Peter G. Peterson Foundation PGPF.ORG
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* $600 checks to individuals (and qualifying children 16 and under). 9
* $300 additional unemployment benefits (through March)
* $284 billion for paycheck protection program — loan forgiveness for
keeping employment at existing levels.
» $82 billion for schools and universities
* $68 billion for vaccine distribution
* $25 billion for rental assistance and extension of eviction ban
* $15 billion for shuttered venues ($12B for low income areas)
* $78 billion in other support
AT NoionNak Eaonome &
33
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@en Recovery Package Package $1.9T: What is in | .,
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* $1,400 checks to individuals (and $600 for eligible dependents). 9
* $400 additional unemployment benefits (through the crisis)
* $400 billion for vaccine program
* Expand child tax credit (lower income families)
* Increase the minimum wage to $15/ hour
* $30 billion in rental assistance & extend the eviction ban through
September
* Provide funds to reopen schools
* Renew paid leave provisions
NATIONAL ECONOMIC 3
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Household Expenses in Last 7 Days

Share of adults reporting that it was somewhat or very difficult for their
household to pay for usual expenses

All adults 34%
Black, not Latino 52%

* Additional Fiscal response is Latino (any race) 4%
needed O g a

Asian, not Latino 28%
White, not Latino 27%

Note: Other/multiracial, not Latino = people identifying as American Indian, Alaska Native
Native Hawaiian or Pacific Islander, or more than one race. Percentages exclude individuals
who did not respond to the question.

Source: CBPP analysis of Census Bureau Household Pulse Survey tables for October 28 —
November 9, 2020

CENTER ON BUDGET AND POLICY PRIORITIES | CBPP.OR(
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New cases ~ United States ~ All regions ~ All time —~
Jan 24, 2021
New cases: 129,527
7-day avg: 170,559
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Federal Deficit Will Reach Record Levels Debt Will Equal Size of Economy This Year 9

Billions
$4,000 Percent of GDP
$3.8 trillion 120%

$3,500 —Updated Deficit P

—Pre-Crisi

—Updated Deficit Projections (current law)

110% ——Pre-Crisis Deficit Projections

Range of Uncertainty (curren

$3,000 Range of Uncertainty (current law)

107%

$2,500 100% 100%

o $1.4 trill
A trillion
90% wox
$1,500
$1,000 7 80%
$1.1 trillion $1.3 trillion

$500 70%

2005

2007

2009 2011 2013 2015 2017 2019 2021 2023 2025

60%
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

$
CRFB.org @

Source: CRFB Calculations

Deficit may be nearly 20% of GDP

CRFB.org

Source: CRFB Calculations

Debt will likely equal GDP this year
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* Most GDP projections indicate that GDP growth will likely be positive in 2021 and likely well
above 3.0 percent.
* According to NABE nearly 70% of their panelists expect GDP to expand by more than 3 percent.
* The Fed Reserve’s range for growth is wide — | think this represents the Fed’s uncertainty about
the health implications.
* While unemployment is expected to decline, the Fed expects unemployment to be above the
longer run rate of 4.1 percent.
* The Fed thinks the economy is still structurally sound; otherwise, they would have increased
the longer run rate of unemployment above 4.1 percent.
NATIONAL ECONOMIC -
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real GDP growth
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* Investment expenditures are composed of residential and non-
residential spending.

* Residential spending refers to purchases of new homes.

* Non-residential spending refers to capital purchases and new
inventory accumulation.
- Tools, machinery, new factories, commercial real estate.

42
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* The economic recovery in 2021 depends crucially on
- The efficacy and the distribution of the vaccines
- The willingness of the population to “continue” follow safety guidelines.
- The ability of the fiscal response to provide some income support for
households and support small businesses.
- The ability of businesses and households to adapt
- Resolution of political uncertainty
#®, NATIONAL ECONOMIC ”
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* Great Depression ([ ]
- AFinancial Crisis which and (initial) flawed policy response Q@
- - resulted in persistent high unemployment
* Great Recession
- AFinancial Crisis that spilled over into the real economy
* Qil Crisis of 1975 : Supply Shock due to a sharp rise in the price of oil
* Prior to the pandemic none of the above:
- Financial markets were not in trouble.
- Real GDP growth was strong buoyed by strong consumer spending.
- Unemployment and inflation were both low.
- Oil prices were falling.
e COVID-19 — “Health Shock”
- Supply Shocks: Disrupted supply chains
- Demand Shocks: Limit market transaction in order to reduce the spread
- Sudden Demand Stop
* Spanish Flu (1918)
- Structure of production and consumption is notably different
/=, NATIONAL ECONOMIC "
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Manufacturing Employment

Employment Index

Manufacturing Employment
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Manufacturing employment has fallen 25%
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Import Share
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Imports and Manufacturing Employment

appear to be moving in opposite directions.
Correlation is. -0.83 (negatively related)
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* Investment expenditures are composed of residential and non-
residential spending.
* Residential spending refers to purchases of new homes.
* Non-residential spending refers to capital purchases and new
inventory accumulation.
- Tools, machinery, new factories, commercial real estate.
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Dow Jones and S&P 500

Day after NBA, MLB
and NCAA postpone
games (3/12)

Largest DJIA fall in
two years on fears of COVID-19

and a weak retail sales report
Passage of the (

Act (3/18)
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