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An extraordinary response to an extraordinary
year

Policy in the US

Policy in the US,
and elsewhere
responded in an
unprecedented way
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2020 has been an economic and health crisis; not a financial crisis

The policy response has prevented a collapse

in money supply; in fact money supply
globally rose very sharply.

Asia has handled the pandemic well.

Second and third waves in many economies
are different:

— Better testing and lower hospitalisations

and deaths

— More judicious use of shutdowns

— Economic policy mechanisms already

established.

US money supply
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In the near term this more positive story may get tested - it will be a

bleak winter

Oxford Stringency Index: US & EU facing increasing restrictions
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Vaccine just a question of timing — 2022 more normal

There are 52 vaccines in human trials. The three that have released data suggests efficacy north of 70%.

A vaccine is clearly (in time) a game-changer for economies that have not controlled COVID-19 well. But even for those
that have, it will allow more open borders as well as much freer domestic movement.

Herd immunity requires enough of the population to be vaccinated such that you break the chain of transmission.

A more infectious disease requires more immunisation. Measles has an R0 of 15, and 93% immunisation is required for
herd immunity (1-1/R0). With no social distancing COVID-19 has an RO of 3-4, which implies 67-75% of the population
needs to be immunised. At 90% effectiveness you would therefore need to immunise 74-83% of the population. Targeted
social distancing measures can reduce the RO, which could be combined with a vaccine in a package to achieve the
cost/benefit outcome you desire.

Vaccine hesitancy is an important public health issue which will require delicate management. But, if proof of
vaccination became required for activities such as air travel, hotel stays, attendance at sports events, and potentially
even restaurant bookings, the hesitancy is likely to be significantly diminished I would think.

Vaccination coverage by population and COVID-19 burden
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G-Zero and the economy

G-Zero reflects not just a realignment of economic size among the large economies, but also domestic
developments within many countries:

* slower rates of economic growth,

* inequalities in the distribution of wealth and income,

* social media -- 6 degrees of separation has become 3.57

* And now less physical interaction; which tends to weaken trust between differing cultures
The social contract has even been further eroded through this COVID-19 crisis.

* The losses from COVID-19 have fallen disproportionately on the young, women, ethnic minorities
and those living in areas with higher air pollution.

* In fact pandemics have a tendency to exacerbate pre-existing inequalities.

G-Zero is not just reflected in relations between the big powers, but in how other countries see their
future.

* In 2019, Germans were twice as likely to prefer a close partnership with the US (50%) as China
(24%).

* That gap has now evaporated (US 37%, China 36%).

* More importantly, asked for their most important foreign policy partner, Germans are far more
likely to pick France (44%) than the US (10%) or China (6%).

With governments more involved in the economy, and economic policy offerings from different parts
of politics increasingly divergent, politics matters more, economically.

* Political turnover post-crisis is likely to be elevated, at least in advanced economies.

*  "Only a minority of the most skilled political leaders are likely to survive this crisis”.

Source: Pew Research and Kérber-Stiftung, ANZ Research r 4! ﬁ‘ ' 6



Climate change diplomacy can accelerate green agenda
“Joe Biden knows how to stand with America’s allies, stand up to adversaries, and level with any world

leader about what must be done. He will not only recommit the United States to the Paris Agreement
on climate change - he will go much further than that.

He will lead an effort to get every major country to ramp up the ambition of their domestic climate
targets. He will make sure those commitments are transparent and enforceable, and stop countries
from cheating by using America’s economic leverage and power of example.

He will fully integrate climate change into our foreign policy and national security strategies, as well as
our approach to trade.”

"With Biden's election, China, the USA , EU, Japan, South Korea - two thirds of the world economy
and over 50% of global greenhouse gas emissions - would have [commitments toward reaching] net
zero greenhouse gas emissions by mid-century,”" says Bill Hare, who's part of the Climate Action
Tracker, which monitors the world's carbon cutting plans.

"This could be an historic tipping point."

For the first time ever, this puts the Paris Agreement's 1.5C limit within striking distance, he says.

Source: Pew Research and Kérber-Stiftung, ANZ Research 4 “ ' 7




In Australian and New Zealand attention may shift to focus more
on upside risks

House price expectations are rising
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In Australian and New Zealand attention may shift to focus more
on upside risks

Annual real household disposable

» While production will return slowly, income has
been resilient

= Saving rates are high, which will mean recovery
could be brisk

» Tourism should return strongly, safety and
security will become key to overseas travel.

Disposable income at a record
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Forecasts: GDP

1998-2007 2008-2016

average Sverage 2017 2018 2019 2020f 2021f 2022f

United States 3.1 1.4 2.4 2.9 2.3 -4.5 2.5 2.5
Euro area 2.4 0.4 2.5 1.9 1.2 -7.9 5.5 3.5
United Kingdom 3.0 1.1 1.9 1.3 1.9 -10.2 6.6 2.8
Japan 1.0 0.4 2.2 0.3 0.9 -6.0 2.0 1.5
Mainland China 10.0 8.5 6.9 6.7 6.1 2.1 8.8 5.5
India* 7.2 7.1 7.0 6.1 4.2 -10.1 7.2 5.5
South Korea 5.2 3.2 3.2 2.9 2.0 -1.4 3.0 2.7
Taiwan 5.1 2.9 3.3 2.7 2.7 2.0 3.6 2.7
Indonesia 2.8 5.5 5.1 5.2 5.0 -2.0 4.3 5.0
Thailand 3.9 3.0 4.1 4.2 2.4 -7.8 4.0 4.5
Hong Kong 3.9 2.6 3.8 2.8 -1.2 -6.8 2.2 3.4
Malaysia 4.3 4.6 5.8 4.8 4.3 -7.4 6.3 4.9
Singapore 5.5 4.7 4.3 3.4 0.7 -5.9 4.6 2.4
Philippines 4.1 5.6 6.9 6.3 6.0 -9.1 8.4 5.3
Vietnam 6.8 5.9 6.8 7.1 7.0 2.8 7.7 7.0
Emerging Asia 7.5 6.9 6.3 6.0 5.1 -0.6 7.5 5.1
Australia 3.6 2.6 2.7 2.7 1.8 -4.3 1.6 4.0
New Zealand** 3.5 2.2 3.2 3.2 2.3 -4.8 3.1 4.0
World 4.2 3.4 3.9 3.6 2.9 -3.6 4.9 3.6

*Fiscal years, eg 2019 is year-ending March 2020. New GDP base year is 2011-12.
**NZ GDP numbers are production based GDP.

A N’
Source: Official sources, ANZ Research ' A =
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Key messages

Developing Asia will contract this year by 0.7%, its first contraction in six decades.
Growth will rebound to 6.8% in 2021, but this implies only a partial recovery.

The downturn is broad-based—three-fourths of the region's economies are
expected to contract this year. But prospects diverge within the region:

o East Asia will grow by 1.3% in 2020, driven by 1.8% expansion in the PRC

o South Asia will contract by 6.8% this year, and Southeast Asia by 3.8%, as their
largest economies grapple with COVID-19 outbreaks.

o Central Asia and Pacific will contract by 2.1% and 6.1%, respectively

Risks to the outlook include the possibility of a prolonged pandemic; geopolitical
tensions; and unclear long-term socio-economic impacts



COVID-19 has continued to spread,
globally and in developing Asia...

The virus continues to spread globally...

New cases, 7-day moving average
(Log scale)
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Sources: European Centre for Disease Prevention and Control, Johns Hopkins
University, Telegraph UK, and Worldometer (accessed on 1 December 2020).

...with South Asia being the epicenter in developing Asia.

New cases, 7-day moving average
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...but containment is easing and mobility is
improving, albeit to varying degrees.

Containment measures in Asia are now being eased... ..which has helped mobility start to normalize.
7-day moving average stringency by subregion 7-day moving average mobility by subregion
Index, 7-day % change from
moving average baseline,
7-day moving
e 20 average
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Goods exports have rebounded quickly, with strong
demand for health supplies and electronics...

Exports of health supplies and electronics have helped Asia’s exports recover.

% change year on
year

10 - == \World G3

Developing Asia

-10

-20

-30
Jan-19 Apr-19 Jul-19 Oct-19 Jan-20 Apr-20 Jul-20

Notes: G3 refers to the weighted average of US, Japan, and Euro area. Developing Asia refers to the weighted average of PRC; Hong Kong, China; India; Indonesia; Republic of Korea; Malaysia; Pakistan;
Philippines; Singapore; Taipei,China; Thailand; and Viet Nam.

Source: CPB Netherlands Bureau for Economic Policy Analysis. Available: https://www.cpb.nl/en/worldtrademonitor (accessed 16 November 2020).
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..but no end is yet in sight for the
global tourism collapse...

For the 24 economies with tourist arrivals data available for August, the year-on-year decline in arrivals ranges
from 88% to 100%. For Pacific economies, year-on-year declines in arrivals are between 97% and 100%.

Decline in tourist arrivals, selected developing Asian economies

——India Indonesia Viet Nam ——Vanuatu —Palau ——Fiji
) N —Samoa Cook Islands — FSM
——Sri Lanka — Taipei,China — Rep. of Korea _ ol lan | s
Singapore Nepal ——Hong Kong, China Papua New Guinea ——Marshall Islands e Solomon Islan
——Thailand ——Maldives Georgia , Tonga Tuvalu
% change year on year Cambodia % change year on year
40 100
80
20
60
0 40
-20 20
0
-40
20
-60 40
-80 60
-80 -96.9
-100 |
Jan 2019 Apr ul Oct Jan 2020 Apr Jul Oct -100 - =
Jan 2019 Apr Jul Oct Jan 2020 Apr Jul Sep

Sources: CEIC Data Company; IMF Tourism Tracker; and official sources (accessed 27 November 2020).



..with many travelers deferring travel for a
longer period.

Travel plans after bans are lifted
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52% of survey respondents plan to
wait six months to a year or more
after travel bans are lifted before
traveling or have deferred travel

indefinitely.
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14% 15%
and short-haul travel.
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As a result, COVID-19’s impact will drag into 2021...

COVID-19’s impact on developing Asian subregions (relative to a no-COVID baseline)

Small
tourism-dependent
% GDP Developing Asia Central Asia East Asia Southeast Asia  South Asia The Pacific economies
2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021
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-251 COVID-19’s global impact:
20] 5.5%to 8.7% of lost global GDP in 2020 =
3.6% to 6.3% of lost global GDP in 2021
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Note: Small tourism-dependent economies include Cook Islands, Fiji, Maldives, Palau, and Vanuatu.

Source: The Impact of COVID-19 on Developing Asia: The Pandemic Extends into 2021. ADB Brief No. 159, 4 December 2020.
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...50 Asian governments have stepped in with a
wide-ranging crisis response.

Government income support accounts for more than half of the region’s policy response.

% of GDP Policy packages in developing Asia
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Note: Data as of 2 November 2020.
Source: Compiled from ADB COVID-19 Policy Database, https://covid19policy.adb.org/ (accessed on 9 November 2020).
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Regional GDP will contract this year,
for the first time in nearly 6 decades...

After a 0.7% contraction this year, growth will resume in 2021...  ...but output will remain well below where it should be.
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..but prospects are diverging within the region.

2020 2021 2020 2021
ADO ADOU ADO ADOU ADO ADOU ADO ADOU

v A v A

Hong Kong, China -3.3 -6.5v 35 51 A Bangladesh 7.8 52Vv 80 6.8 ¥V

PRC 23 18V 73 77 4 ) [india 40 90V 62 80 A

Republic of Korea 1.3 -1.0v 23 3.3 A Pakistan 26 -04v 32 20V
Taipei,China 1.8 0.8¥Y 25 35 A

v v

v A Azerbaijan 05 -43VY 15 1.2 Vv

Indonesia 2.5 -1.0v 5.0 53 A Kazakhstan 1.8 -3.2Y 36 28V
Malaysia 0.5 -50v 55 6.5 A

Philippines 2.0 -7.3 VY 65 6.5 v v

Singapore 0.2 -6.2v 20 4.5 A Fiji -49 -19.8Y 3.0 1.0 v

Thailand -4.8 -80Vv 25 4.5 A Papua New Guinea 0.8 -29VY 28 25 v
Viet Nam 4.8 1.8V 6.8 6.3V

Developing Asia 2.2 -0.7Y 6.2 6.8 A Excluding NIEs 24 -05Y 6.7 7.2 A

A = upgraded forecast, ¥ = downgraded forecast, no sign = unchanged.

Source: Asian Development Outlook database. 11



Risks are becoming more balanced...

* The main risk is of a prolonged pandemic (extended first wave, or recurrent waves)
which can derail the recovery, and undermine stability in some economies

* Worsening geopolitical tensions are another risk—most notably intensified US-PRC
frictions over trade and technology

* The pandemic may have many long-term effects—on growth potential, income
inequality, trade, and digitalization, among others



...and developing Asia is still expected to drive
global growth post-COVID.

Contributions to global growth
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Source: Asian Development Outlook database; World Economic Outlook database, October 2020. 13



End of Slide

Thank you!
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