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Introduction 

 

IW iV gUeaW Wo Vpeak aW Whe LSE WhiV moUning, Zhich, along ZiWh oWheU XniYeUViWieV and UeVeaUch cenWUeV in Whe 

coXnWU\, haV been leading Whe Vocial Vcience and polic\ debaWe on Whe CoYid-19 pandemic.  

 

The Vcale and naWXUe of Whe economic Vhock fUom CoYid haYe been Xnlike an\Whing polic\makeUV in WhiV 

coXnWU\ oU in an\ adYanced econom\ haYe faced in UecenW memoU\. We haYe had Wo qXickl\ adapW Wo a 

Uapidl\ changing ViWXaWion, UeWhinking oXU aVVXmpWionV aV Whe daWa eYolYed and oXU XndeUVWanding impUoYed. 

ThaW XndeUVWanding haV been gXided b\ inWeUacWionV ZiWh UeVeaUcheUV in cenWUal bankV and XniYeUViWieV, Zho 

haYe conWUibXWed Wo a Uapidl\ e[panding bod\ of anal\ViV and modelling of CoYid and iWV economic effecWV. 

 

In m\ Vpeech Woda\, I Zill diVcXVV Vome of Whe ke\ inVighWV I haYe Waken fUom WhiV UeVeaUch, and hoZ iW haV 

infoUmed m\ polic\ YieZV oYeU UecenW ZeekV, and Zill conWinXe Wo do Vo aV Ze e[iW lockdoZn. I Zill alVo WoXch 

on Vome of Whe man\ iVVXeV Ze VWill haYe Wo leaUn, Vo ZheUe moUe UeVeaUch iV moVW XUgenWl\ needed. 

 

I Zill highlighW WhUee main poinWV: 

  

x While Whe e[iVWing economic knoZledge helped XV Wo Whink aboXW Vome aVpecWV of CoYid-19, 

UeVeaUcheUV haYe had Wo deYelop a YaUieW\ of neZ Za\V Wo Whink aboXW man\ oWheU aVpecWV. A YaVW 

neZ bod\ of UeVeaUch haV VpUXng Xp in UeVponVe Wo CoYid, combining epidemiolog\ ZiWh 

macUoeconomicV. ThiV iV helping anVZeU impoUWanW polic\ qXeVWionV aboXW Whe inWeUacWion of Whe YiUXV 

and people¶V behaYioXU; iWV economic effecWV; and Whe coVWV and benefiWV of diffeUenW policieV.  

 

x BehaYioXUal UeVponVeV mean WhaW Whe UK economic oXWlook Zill conWinXe Wo depend on Whe global 

and domeVWic VpUead of CoYid-19. AVVXming pUeYalence gUadXall\ fallV, m\ cenWUal caVe foUecaVW iV 

foU GDP Wo folloZ an inWeUUXpWed oU incompleWe µV-Vhaped¶ WUajecWoU\, ZiWh Whe fiUVW qXaUWeUl\ VWep-Xp in 

Q3.1 We aUe alUead\ Veeing indicaWionV of a VhaUp UecoYeU\ in pXUchaVeV WhaW ZeUe UeVWUicWed onl\ 

becaXVe of mandaWed bXVineVV cloVXUeV. BXW I Whink WhaW WhiV Zill be inWeUUXpWed b\ conWinXed UiVk 

aYeUVion and YolXnWaU\ Vocial diVWancing in Vome VecWoUV, Uemaining UeVWUicWionV on acWiYiWieV in 

oWheUV, and in geneUal, b\ higheU Xnemplo\menW. 

 

x AW oXU JXne MPC meeWing, I WhoXghW WhaW on balance and abVenW addiWional polic\ VWimXlXV, demand 

ZoXld Uemain ZeakeU Whan VXppl\ foU Vome Wime, geneUaWing conWinXing diVinflaWionaU\ pUeVVXUeV. To 

coXnWeUacW WhoVe pUeVVXUeV and bUing inflaWion back Xp WoZaUdV oXU 2 peU cenW WaUgeW, I YoWed Wo 

looVen moneWaU\ polic\ b\ e[panding Whe VWock of aVVeW pXUchaVeV b\ �100 billion. AV ZiWh Whe UeVW of 

Whe commiWWee, I Uemain Uead\ Wo YoWe foU fXUWheU acWion aV neceVVaU\ Wo VXppoUW Whe econom\ and 

enVXUe inflaWion UeWXUnV Wo WaUgeW. 

                                                      
1 WheWheU a UecoYeU\ lookV µV-Vhaped¶ of coXUVe dependV on Whe Vcale: a V-Vhaped UecoYeU\ in annXal daWa ma\ look µU Vhaped¶ in 
monWhl\ figXUeV. The iniWial VWep-Xp in acWiYiW\ iV likel\ Wo begin in Whe peUiod afWeU Whe UK lockdoZn meaVXUeV ZeUe Uela[ed. 
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Past epidemics and crises 
 
AV Whe enoUmiW\ of CoYid¶V effecWV on pXblic healWh VWaUWed Wo become cleaU in eaUl\ 2020, polic\makeUV had 

Wo qXickl\ Whink WhUoXgh Whe likel\ effecWV on Whe econom\.2 A naWXUal place Wo VWaUW ZaV b\ looking aW 

compaUable hiVWoUical eYenWV. TheVe offeUed a gXide Wo hoZ peUViVWenW Whe economic effecWV ZeUe likel\ Wo be, 

aV Zell aV Whe Vpecific mechaniVmV WhUoXgh Zhich Whe\ ZoXld Wake place. AW Whe Vame Wime, all cUiVeV aUe 

diffeUenW, and CoYid-19 haV had economic effecWV WhaW haYe noW neaWl\ folloZed an\ hiVWoUical pUecedenW.  

 

The global VpUead of CoYid-19 beaUV Vome VimilaUiWieV Wo paVW healWh cUiVeV, paUWicXlaUl\ Whe 1918-1920 flX 

pandemic. DeVpiWe Vome eVWimaWeV VXggeVWing WhaW Whe 1918-1920 flX led Wo one of Whe laUgeVW economic 

cUiVeV of Whe cenWXU\ (BaUUo and UUV~a, 2008), iW had been UelaWiYel\ liWWle VWXdied b\ economiVWV. One paUWial 

UeaVon iV WhaW iW iV noW VWUaighWfoUZaUd Wo iVolaWe iWV effecW on Whe econom\, giYen iWV occXUUence aW Whe end of 

Whe FiUVW WoUld WaU. 

 

NeZ VWXdieV of Whe economic impacW of Whe 1918-1920 flX haYe qXickl\ emeUged and helped infoUm XV aboXW 

Whe poVVible peUViVWence and Vi]e of Whe effecWV of CoYid-19 and conWainmenW meaVXUeV impoVed. BaUUo, 

UUV~a and Weng (2020) foXnd WhaW iW led Wo a VhaUp decline in oXWpXW and conVXmpWion in WhoVe coXnWUieV 

affecWed, ZiWh eYidence WhaW Whe\ did noW fXll\ UecoYeU, VXggeVWing a peUViVWenW effecW. OWheUV haYe looked aW 

diffeUenceV acUoVV ciWieV oU UegionV in lockdoZnV impoVed in 1918-1920, geneUall\ finding WhaW WheVe had 

laUge effecWV on acWiYiW\ oU emplo\menW in Whe VhoUW UXn, bXW ZiWh conflicWing UeVXlWV in Whe mediXm-WeUm.3  

 

TheUe aUe alVo impoUWanW diffeUenceV beWZeen Whe 1918-1920 inflXen]a pandemic and Whe cXUUenW ViWXaWion. 

The likelihood of deaWhV fUom Whe inflXen]a pandemic ZaV mXch higheU foU \oXngeU age gUoXpV UelaWiYe Wo 

CoYid-19. ConWainmenW meaVXUeV alVo diffeUed. AlWhoXgh lockdoZnV ZeUe commonplace a cenWXU\ ago, Whe\ 

ZeUe VhoUWeU and leVV VWUicW Whan Whe oneV Ze haYe jXVW Veen, ZiWhoXW e[WenViYe bXVineVV VhXWdoZnV.4 GiYen 

WheVe diffeUenceV, iW ZaV alVo inVWUXcWiYe Wo e[amine moUe UecenW epidemicV, eYen WhoXgh WheVe ZeUe leVV 

ZideVpUead acUoVV coXnWUieV Whan CoYid-19.  

 

RecenW oXWbUeakV WhaW had UeceiYed aWWenWion fUom economiVWV inclXded WhoVe of Whe coUonaYiUXVeV SARS in 

2002-04 and MERS in 2012, aV Zell aV Whe H1N1 µVZine flX¶ in 2009, and Ebola in 2014.5 TheVe epidemicV 

geneUall\ UeVXlWed in VhaUp doZnWXUnV in Whe coXnWUieV affecWed. AlWhoXgh conVXmpWion in VecWoUV VXch aV 

WUaYel and WoXUiVm ZaV affecWed foU Vome Wime, Whe UecoYeUieV in aggUegaWe oXWpXW ZeUe UelaWiYel\ Uapid, 

UeVXlWing in V-Vhaped WUajecWoUieV WoZaUdV Whe pUe-oXWbUeak WUend. BXW WheVe epiVodeV UepUeVenWed a likel\ 

loZeU boXnd foU Whe effecWV of CoYid-19, giYen WheiU faU moUe limiWed global VpUead and conVeqXenWl\ loZeU 

nXmbeU of deaWhV (Ma, RogeUV and ZhoX, 2020). The MPC¶V Ma\ MPR VcenaUio la\ VomeZheUe beWZeen 

                                                      
2 See TenUe\Uo (2020a, 2020b, 2020c) foU diVcXVVion of m\ YieZV aV Whe cUiViV eYolYed. 
3 See CoUUieUa, LXck and VeUneU (2020) and Lille\, Lille\ and Rindali (2020) foU Whe US, and Dahl, HanVen and JenVen (2020) foU 
DenmaUk. 
4 See HaWcheWW, MeUcheU and LipViWch (2007). 
5 AVVeVVmenWV of Whe economic effecWV inclXde SiX and Wong (2004) and Keogh-BUoZn and SmiWh (2008) foU SARS, and Ma, RogeUV 
and ZhoX (2020) foU Whe oWheU oXWbUeakV. 
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WheVe e[WUemeV ± Whe doZnWXUn ZaV moUe peUViVWenW Whan WhoVe afWeU UecenW epidemicV, bXW leVV Vo Whan afWeU 

Whe 1918-20 pandemic.  

 

AlWhoXgh paVW cUiVeV did noW pUoYide peUfecW compaUaWoUV foU Whe cXUUenW epiVode, Whe\ ZeUe able Wo infoUm XV 

aboXW Whe W\peV of economic channelV WhaW ZeUe likel\ Wo Wake place. TheUe had alVo been Vome effoUWV Wo 

model Whe macUoeconomic effecWV of pXblic healWh cUiVeV, Zhich coXld be calibUaWed Wo maWch Vome of Whe 

healWh conVeqXenceV of CoYid-19 in Whe UK.6 On Whe VXppl\ Vide, WheVe VWXdieV VXggeVWed WhaW WheUe ZeUe 

likel\ Wo be UedXcWionV in laboXU VXppl\ foU ZoUkeUV Zho ZeUe Velf-iVolaWing, Vick, oU caUing foU oWheUV, in 

addiWion Wo an\ bXVineVV cloVXUeV mandaWed b\ Whe goYeUnmenW. PUodXcWiYiW\ ZaV VeW Wo fall in Whe VhoUW-WeUm 

ZheUe changed ZoUking pUacWiceV ZeUe leVV efficienW, and in Whe long-WeUm VhoXld an\ VcaUUing Wake place 

dXe Wo bXVineVV failXUeV oU higheU Xnemplo\menW. InWeUnaWionall\, Ze anWicipaWed WhaW Whe VhXWdoZn of VXppl\ 

chainV ZoXld UedXce capaciW\ foU pUodXcWion XVing impoUWed inWeUmediaWeV. 

 

On Whe demand Vide, XnceUWainW\ and confidence channelV ZeUe likel\ Wo Zeigh on inYeVWmenW and 

conVXmpWion. EYen abVenW bXVineVV cloVXUeV, iW ZaV alVo likel\ WhaW conVXmpWion demand ZoXld fall VhaUpl\ 

in Vocial-conVXmpWion VecWoUV VXch aV WoXUiVm, hoVpiWaliW\ and liYe enWeUWainmenW, aV qXickl\ became cleaU in 

Vome of Whe high-fUeqXenc\ indicaWoUV in FebUXaU\ and MaUch. The VhaUp global VloZdoZn ZaV alVo e[pecWed 

Wo depUeVV demand foU UK e[poUWV.  

 

WiWh a Uange of channelV affecWing VXppl\ and demand, a cUXcial qXeVWion foU polic\makeUV ZaV ZheWheU 

CoYid-19 ZoXld geneUaWe inflaWionaU\ oU diVinflaWionaU\ pUeVVXUeV. ThiV ZaV difficXlW Wo jXdge pXUel\ fUom 

hiVWoUical pUecedenWV, foU WZo UeaVonV. FiUVW, Whe balance of demand and VXppl\ effecWV dependV on Whe 

naWXUe of Whe healWh effecWV and Whe healWh polic\ UeVponVe, Zhich diffeU fUom pUeYioXV epidemicV. The laboXU 

VXppl\ UedXcWion oZing Wo ZoUkeUV¶ illneVV oU moUWaliW\ haV been faU loZeU Whan dXUing Whe 1918-20 flX, foU 

e[ample, and lockdoZnV ZeUe VhoUWeU and leVV VWUicW.7 Second, Whe effecW of paVW epiVodeV on aggUegaWe 

demand and inflaWion depended on Whe moneWaU\ and fiVcal polic\ UeVponVe and Uegime aW Whe Wime. To 

cleanl\ idenWif\ Whe effecW of Whe healWh cUiViV iWVelf on inflaWion, Ze need Wo conWUol foU WheVe UeVponVeV. 

 

 

 

 

 

 

 

 

                                                      
6 AW Whe VWaUW of Whe cUiViV, helpfXl e[iVWing VWXdieV inclXded McKibbin and SidoUenko (2006),  Keogh-BUoZn eW aO. (2009), SmiWh eW aO. 
(2009), VeUikioV eW aO. (2016) and McKibbin and FeUnando (2020). Since When a laUge amoXnW of neZ liWeUaWXUe haV emeUged e[ploUing 
diffeUenW aVpecWV of Whe cUiViV and iWV WUanVmiVVion Wo Whe econom\, aV diVcXVVed in Whe Uemaining VecWionV of Whe Vpeech. 
7 On Whe demand Vide, pUecaXWionaU\ UedXcWionV in conVXmpWion ma\ haYe been e[pecWed Wo haYe been loZeU Whan YiUXVeV ZiWh higheU 
moUWaliW\ UaWeV, VXch aV SARS oU Ebola. 
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 Chart 1: AnnXal UK CPI inflaWion, 5 \eaU Uolling aYeUageV, peU cenW 

 

 
SoXUceV: ThomaV and DimVdale (2017); JoUdj, Singh and Ta\loU (2020) and Bank calcXlaWionV. 
NoWeV: Red lineV highlighW Whe fiUVW eighW \eaUV folloZing Whe VWaUW of each pandemic oU epidemic. 
 

ThoVe caYeaWV aVide, Vome UecenW UeVeaUch haV aWWempWed Wo XVe long-UXn hiVWoUical daWa Wo aVVeVV Whe 

impacW of paVW pandemicV on ke\ macUoeconomic YaUiableV. JoUdj, Singh and Ta\loU (2020) XVe daWa fUom 

pandemicV going back Wo Whe Black DeaWh Wo eVWimaWe Whe aYeUage impacW on eqXilibUiXm inWeUeVW UaWeV. The\ 

look aW long-UXn impacWV, Zhich VhoXld be leVV VXVcepWible Wo Whe impacW of moneWaU\ polic\, and find WhaW 

pandemicV Wend Wo UedXce U* oU Whe eqXilibUiXm inWeUeVW UaWe. If CoYid-19 haV Whe Vame effecW, iW ZoXld impl\ 

loZeU leYelV of inWeUeVW UaWeV Whan befoUe ZoXld be conViVWenW ZiWh meeWing Whe inflaWion WaUgeW. FoUWhcoming 

ZoUk b\ Bank VWaff, XVing a VimilaU meWhod, XVeV hiVWoUical inflaWion daWa fUom Whe UK (Chart 1) and VeYen 

oWheU coXnWUieV Wo eVWimaWe Whe UeVponVe of inflaWion Wo pandemicV (Bonciani and BUaXn, foUWhcoming). The 

UeVXlWV VXggeVW WhaW WheVe epiVodeV W\picall\ led Wo peUViVWenW declineV in inflaWion (Chart 2). 

 

 Chart 2: EVWimaWed UeVponVe of inflaWion Wo a pandemic acUoVV 8 coXnWUieV 

 
SoXUce: Bonciani and BUaXn (foUWhcoming). 
NoWeV: Line UepUeVenWV local pUojecWionV. Shaded aUeaV aUe 90 peU cenW confidence bandV. CoXnWUieV inclXded aUe Whe UK, IWal\, 
GeUman\, FUance, Whe NeWheUlandV, Spain, Japan and Whe USA. 
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Macroeconomics and epidemiolog\ 
 
AV CoYid-19 VWaUWed Wo e[eUW a maVViYe impacW on economieV aUoXnd Whe ZoUld, Vo economiVWV haYe 

UeVponded b\ diUecWing WheiU UeVeaUch effoUWV WoZaUdV iWV effecWV. A VpaWe of neZ papeUV haYe added Wo oXU 

VWandaUd macUoeconomic modelV Vome of Whe ke\ feaWXUeV fUom baVic epidemiological modelV. TheVe haYe 

pUodXced inVighWV inWo hoZ Whe healWh and economic effecWV of Whe YiUXV ZeUe likel\ Wo inWeUacW, aV Zell aV on 

Whe economic coVWV and benefiWV of diffeUenW conWainmenW policieV. 

 

AW WheiU coUe, modeUn macUoeconomic modelV conWain fiUmV WhaW make deciVionV on emplo\menW, inYeVWmenW 

and pUodXcWion, and indiYidXalV Zho make WZo ke\ deciVionV: hoZ mXch Wo ZoUk; and hoZ mXch Wo Vpend oU 

VaYe. The canonical (SIR) epidemiological model, VimXlaWeV Whe VpUead of a YiUXV b\ diffeUenWiaWing beWZeen 

indiYidXalV Zho aUe VXVcepWible (S), infecWed (I) and UecoYeUed (R) fUom Whe illneVV.8 The modelV inclXde 

aVVXmpWionV, of YaU\ing degUeeV of comple[iW\, goYeUning hoZ indiYidXalV moYe beWZeen Whe diffeUenW YiUXV 

VWaWeV. OYeU Whe paVW feZ monWhV, neZ µEpi-MacUo¶ papeUV, inflXenced eVpeciall\ b\ EichenbaXm, Rebelo 

and TUabandW (2020), haYe maUUied WogeWheU WheVe WZo claVVeV of modelV. In Whe combined Epi-MacUo 

fUameZoUk, VXVcepWible indiYidXalV conVideU Whe UiVk of becoming infecWed Zhen chooVing hoZ man\ hoXUV Wo 

ZoUk and hoZ mXch Wo conVXme. ThiV modelling led Wo aW leaVW WZo VeWV of impoUWanW inVighWV foU 

macUoeconomic polic\makeUV. 

 

The fiUVW impoUWanW VeW of leVVonV ZaV aboXW Whe economic effecWV, coVWV and benefiWV of diffeUenW YiUXV 

conWainmenW policieV VXch aV lockdoZnV. B\ modelling hoZ indiYidXalV ZoXld behaYe abVenW an\ healWh 

inWeUYenWion, EichenbaXm, Rebelo and TUabandW (2020) aUe able Wo VimXlaWe Whe e[WUa UedXcWion in economic 

acWiYiW\ fUom inWUodXcing lockdoZnV. In WXUn, hoZeYeU, UedXced economic acWiYiW\ feedV back inWo VloZeU 

VpUead of Whe YiUXV. OpWimal goYeUnmenW polic\ inVWiWXWeV conWainmenW meaVXUeV WhaW ZoXld VloZ neaU-WeUm 

economic oXWpXW eYen moUe, geneUaWing a laUgeU UeceVVion, in oUdeU Wo UedXce YiUXV conWagion.  

 

When lockdoZnV ZeUe implemenWed aUoXnd Whe ZoUld, Whe modelling inVighWV VXggeVWed WhaW Ze VhoXld YieZ 

Whem diffeUenWl\ fUom a noUmal UeceVVion, ZiWh Vome deVcUibing Whem inVWead aV a one-off inYeVWmenW in 

pXblic healWh.9 AV XndeUVWanding of Whe YiUXV haV impUoYed, oWheU papeUV haYe modelled moUe comple[ 

policieV, ZheUe lockdoZnV oU Velf-iVolaWion iV encoXUaged oU mandaWed foU Vome indXVWUieV, age gUoXpV, oU 

combined ZiWh diffeUenW WeVWing VWUaWegieV. See foU e[ample AcemoglX eW aO. (2020).10 

 

The Vecond impoUWanW leVVon ZaV WhaW eYen abVenW an\ pXblic healWh conWainmenW polic\, indiYidXalV ZoXld 

YolXnWaUil\ UedXce WheiU conVXmpWion and UeVWUicW laboXU VXppl\. While Whe YiUXV ZaV WUanVmiWWing Zidel\, 

indiYidXalV faced Vome UiVk of caWching iW Zhen conVXming (e.g., Vhopping oU aWWending fXncWionV). AVVXming 

Whe infecWion UiVk coXld noW be fXll\ miWigaWed, one naWXUal UeVponVe Wo WhiV, capWXUed b\ Whe modelV, ZaV Wo 

                                                      
8 KeUmack and McKendUick (1927). 
9 BXllaUd (2020). 
10 See alVo Baqaee eW aO. (2020) and GloYeU eW aO. (2020). 
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conVXme leVV. 11 The MPC inclXded Vome of WhiV µYolXnWaU\ Vocial diVWancing¶ in Whe VcenaUio in oXU Ma\ 

UepoUW. The behaYioXU Zeighed on conVXmpWion and onl\ gUadXall\ XnZoXnd oYeU 2020 and 2021. In Whe 

model, a VimilaU mechaniVm applieV Wo Whe laboXU VXppl\ deciVion, alWhoXgh in UealiW\ man\ ZoUkeUV do noW 

haYe Whe Vame fle[ibiliW\ Wo YaU\ WheiU ZoUking hoXUV aV WheiU conVXmpWion Vpending. 

 

Modelling b\ Bank VWaff illXVWUaWed hoZ YolXnWaU\ Vocial diVWancing coXld affecW conVXmpWion in Whe UK 

(CanWoUe eW aO., foUWhcoming). Chart 3 VhoZV WheiU VimXlaWionV of an epidemic, XVing model VimilaU Wo 

EichenbaXm, Rebelo and TUabandW (2020). The blXe lineV VhoZ Whe caVe ZheUe people conWinXe ZoUking and 

conVXming aV noUmal, deVpiWe Whe UiVk of infecWion. The Ued lineV VimXlaWe ZhaW happenV ZiWh mandaWed 

conWainmenW meaVXUeV, VXch aV lockdoZnV, Zhich lead Wo a UedXcWion in infecWionV and deaWhV. And Whe 

\elloZ lineV VhoZ hoZ Whe econom\ UeVpondV ZiWh no official conWainmenW meaVXUeV, bXW Zhen people 

UeVpond Wo loZeU WheiU oZn indiYidXal UiVk. AlWhoXgh VW\liVed, Whe model VimXlaWionV VXggeVW WhaW Zhile 

conVXmpWion fallV moVW XndeU an impoVed lockdoZn, a laUge fUacWion of Whe decline ma\ haYe occXUUed 

an\Za\ dXe Wo YolXnWaU\ Vocial diVWancing, eYen abVenW official meaVXUeV. ThiV VcenaUio alVo UeVXlWV in feZeU 

infecWionV Whan ZiWh no behaYioXUal UeVponVe, alWhoXgh moUe Whan XndeU a lockdoZn.12 The VcenaUioV VhoZn 

heUe aUe V-Vhaped ± b\ aVVXmpWion, conVXmpWion and hoXUV UeWXUn Wo WheiU pUeYioXV WUendV. BXW YaUianWV of 

Whe model can alVo e[ploUe moUe peUViVWenW YolXnWaU\ Vocial diVWancing oU VcaUUing effecWV. 

 

Chart 3: Simulations from st\lised µEpi-Macro¶ model under different behavioural responses 
(a) ConVXmpWion (b) HoXUV ZoUked 

SoXUce: CanWoUe eW aO. (foUWhcoming). 
 

The effecW of YolXnWaU\ Vocial diVWancing haV been eYidenW in Vome of Whe UK conVXmpWion daWa.13 In Whe UXn 

Xp Wo Whe UK lockdoZn aW Whe end of MaUch, UeWail fooWfall and YaUioXV indicaWoUV of Vocial conVXmpWion VXch 

aV UeVWaXUanW bookingV all fell VhaUpl\, eYen WhoXgh bXVineVVeV ZeUe VWill open aW Whe Wime (Chart 4). AV Whe 

lockdoZn endV, Whe e[WenW Wo Zhich WhiV behaYioXU ZeighV on conVXmpWion again iV a ke\ XnceUWainW\ foU Whe 

                                                      
11 Some YeUVionV of Whe modelV capWXUe Whe facW WhaW Vome pXUchaVeV can VWill be made online, bXW foU oWheUV WhiV iV difficXlW oU 
impoVVible, aV I diVcXVVed in TenUe\Uo (2020c). 
12 See alVo CpVpedeV, Chang, and VelaVco (2020) foU a model of WhiV WUade-off. 
13 IW haV been leVV cleaU WhaW iW haV had a laUge effecW on Whe laboXU maUkeW. AYeUage hoXUV ZoUked haYe fallen Wo a VeUieV loZ, bXW 
eYidence fUom Whe Bank¶V AgenWV VXggeVW WhiV iV dXe Wo enfoUced fallV in laboXU demand, UaWheU Whan acWiYe choiceV b\ ZoUkeUV 
WhemVelYeV. 
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MPC. Since lockdoZn meaVXUeV haYe begXn Wo be lifWed, Ze haYe Veen conVXmpWion pick Xp in VecWoUV 

ZheUe UiVkV of caWching Whe YiUXV aUe Vmall. BXW eYen afWeU Whe Ueopening of man\ bXVineVVeV, Whe eaUl\ VignV 

aUe WhaW Vocial conVXmpWion iV noW UecoYeUing aV qXickl\ (Chart 5). Indeed, eYen ZiWhin Vocial Vpending, Whe 

limiWed pickXp Vo faU haV been paUWl\ doZn Wo VXbVWiWXWion WoZaUdV bXVineVVeV able Wo offeU pUodXcWV WhaW 

inYolYe leVV conWacW. 

 

Chart 4: Restaurant bookings Chart 5: CHAPS spending 

  
SoXUce: OpenTable. 
NoWeV: SeaWed dineUV aW UeVWaXUanWV fUom online, phone and Zalk-
in bookingV. 

SoXUce: Bank of England and Bank calcXlaWionV. 
NoWeV: CHAPS daWa aUe baVed on a Vample of aUoXnd 100 UK 
companieV¶ pa\menWV UeceiYed fUom WheiU meUchanW acqXiUeUV on a 
dail\ baViV. TheVe pa\menWV UeflecW Whe ValeV WhaW companieV 
make WhUoXgh debiW and cUediW caUd pXUchaVeV, Zhich aUe VXmmed 
Wo eVWimaWe Uolling VeYen-da\ UeYenXeV. FoU definiWionV of Whe 
diffeUenW conVXmpWion gUoXpV Vee Whe Ma\ 2020 MPR. DaWa 
VhoZn Wo JXl\ 8. 

 

ConVXmeU behaYioXU iV difficXlW Wo pUedicW, eVpeciall\ in UeVponVe Wo e[WUeme oU UaUe eYenWV VXch aV Whe 

cXUUenW cUiViV. BoWh impoVed lockdoZnV and YolXnWaU\ Vocial diVWancing caXVe UedXcWionV in acWiYiW\, bXW boWh 

aUe alVo moUe likel\ Wo Wake place Zhen CoYid 19 iV moUe pUeYalenW in Whe commXniW\. DiVenWangling WheVe 

effecWV iV WUick\. One XVefXl Za\ of gaXging WheiU UelaWiYe Vi]e iV Wo compaUe acUoVV UegionV, Vince Whe YiUXV 

haV VpUead and lockdoZnV haYe been inWUodXced oU Uela[ed aW diffeUenW WimeV in diffeUenW placeV. UVing US 

Ueal-Wime daWa, CheWW\ eW aO. (2020) VhoZ WhaW conVXmeU Vpending eYolYed YeU\ VimilaUl\ in diffeUenW US 

VWaWeV, iUUeVpecWiYe of Zhen Whe\ decided Wo lockdoZn, and ZheWheU Whe\ decided Wo Ueopen (Chart 6). UVing 

mobile phone daWa on US Vhopping WUipV, GoolVbee and S\YeUVon (2020) find WhaW legal UeVWUicWionV e[plain 

onl\ aUoXnd one-WenWh of Whe UedXcWion in UeWail fooWfall, ZiWh indiYidXal choiceV e[plaining Whe YaVW majoUiW\. 
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Chart 6: Real-time consumer spending data before and after reopening in US states 

  
SoXUce: CheWW\ eW aO. (2020) and Bank calcXlaWionV. 
NoWeV: Simple aYeUage of VeaVonall\-adjXVWed peUcenW change in Ueal-Wime meaVXUe of conVXmeU Vpending in VWaWeV WhaW paUWiall\ 
Ueopened bXVineVVeV beWZeen ApUil 20Wh and Ma\ 4Wh and in a maWched conWUol gUoXp, aV idenWified in CheWW\ eW aO. (2020).  
 
Covid-19 and distributional issues 
 
One of Whe moVW VWUiking aVpecWV of Whe economic effecWV of CoYid-19 iV hoZ XneYen Whe\ haYe been. In oUdeU 

Wo compUehend WheVe effecWV, Ze need Wo XndeUVWand Zell iWV impacW on people conVXming fUom, and ZoUking 

in, diffeUenW indXVWUieV and occXpaWionV. To do Vo Ze need Wo XVe modelV ZiWh, in Whe economicV jaUgon, 

heWeUogeneiW\.  

 

In Whe paVW, macUoeconomic UeVeaUch had been cUiWiciVed foU ofWen aVVXming aZa\ impoUWanW diVWUibXWional 

iVVXeV. FoUWXnaWel\, WheUe haV been mXch pUogUeVV inWUodXcing heWeUogeneiW\ inWo macUoeconomicV oYeU Whe 

paVW coXple of decadeV, paUWl\ enabled b\ adYanceV in compXWing poZeU, aV I pUeYioXVl\ diVcXVVed in a 

Vpeech in 2018.14 EnWeUing Whe CoYid-19 cUiViV, economiVWV ZeUe WheUefoUe Zell pUepaUed Wo e[plain and 

pUedicW man\ of iWV ke\ effecWV. I ZoXld pick oXW WhUee aUeaV in Zhich WheUe haYe been impoUWanW inVighWV fUom 

WheVe liWeUaWXUeV. 

 

FiUVW, modelV of mXlWiple VecWoUV Wold XV WhaW alWhoXgh Whe diUecW effecWV of CoYid-19 on oXWpXW ZeUe 

concenWUaWed in Vome indXVWUieV, WheVe coXld lead Wo laUge VpilloYeUV in oWheU VecWoUV.15 EYen if Whe iniWial 

UedXcWion in oXWpXW ZaV dXe Wo fallV in VXppl\, WheVe Vecond-UoXnd VpilloYeUV ZoXld affecW aggUegaWe demand, 

making iW likel\ Wo fall moUe Whan aggUegaWe VXppl\. GXeUUieUi eW aO. (2020) model WhiV phenomenon e[pliciWl\: 

Zhen WheUe aUe mXlWiple VecWoUV, UedXcWionV in VXppl\ in Vome VecWoUV, foU e[ample dXe Wo bXVineVV cloVXUeV, 

lead Wo fallV in income foU WheiU emplo\eeV. ThiV caXVeV a VXbVeqXenW UedXcWion in demand foU goodV 

                                                      
14 TenUe\Uo (2018).  
15 EYen ZiWhin indXVWUieV, Whe Vhock ma\ haYe heWeUogeneoXV impacWV on diffeUenW fiUmV, giYen WheiU VWaUWing balance VheeW poViWionV. 
See Yan HoUen (2020) foU a VXmmaU\ of Whe liWeUaWXUe on Whe facWoUV affecWing fiUmV¶ abiliW\ Wo ZiWhVWand Whe Vhock. 
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pUodXced in XnaffecWed VecWoUV.16 The fall in demand can be laUgeU Whan Whe iniWial fall in VXppl\, Zhich iV noW 

Whe caVe Zhen all VecWoUV aUe affecWed eqXall\. In a diffeUenW VeWWing, Baqaee and FaUhi (2020) XVe a  

mXlWi-VecWoU model ZiWh a deWailed inpXW-oXWpXW VWUXcWXUe Wo pUeVenW VcenaUioV in Zhich Whe µomnibXV of VXppl\ 

and demand VhockV¶ lead Wo VpilloYeUV acUoVV diffeUenW VecWoUV.17 

 

In Whe UK daWa, Ze VaZ VhaUp enfoUced fallV in conVXmpWion dXUing Whe lockdoZn, bXW foU moVW caWegoUieV of 

conVXmpWion, WheVe haYe noZ laUgel\ XnZoXnd. On Whe face of iW, WhiV mighW VXggeVW WhaW Whe VpilloYeUV Wo 

conVXmpWion fUom fallV in income haYe been Vmall in pUacWice. HoZeYeU foU moVW ZoUkeUV, b\ faU Whe laUgeVW 

poWenWial fall in income aUiVeV if Whe\ aUe made Xnemplo\ed. And alWhoXgh a gUeaW nXmbeU of ZoUkeUV haYe 

XnfoUWXnaWel\ alUead\ loVW WheiU jobV, man\ oWheUV haYe been able Wo mainWain mXch of WheiU income dXUing Whe 

cUiViV Yia Whe goYeUnmenW¶V CoUonaYiUXV Job ReWenWion Scheme. The likelihood of laUge VpilloYeUV Wo 

aggUegaWe demand Zill depend VWUongl\ on Whe oXWlook foU Whe laboXU maUkeW oYeU Whe coming qXaUWeUV. 

 

A Vecond inVighW UelaWeV Wo Whe facW WhaW job loVVeV and income UedXcWionV aUe likel\ Wo fall diVpUopoUWionaWel\ 

on loZ-income hoXVeholdV. Since Whe\ Wend Wo Vpend a laUgeU VhaUe of WheiU income, WhiV coXld haYe gUeaWeU 

VXbVeqXenW effecWV on Vpending foU WhoVe hoXVeholdV Whan if Whe loVVeV had been VpUead moUe eqXall\, eYen 

if Whe implicaWionV foU aggUegaWe conVXmpWion ma\ noW be aV laUge. Kaplan, Moll and ViolanWe (2020) model 

hoZ loZ income, loZ ZealWh hoXVeholdV VXffeU Whe ZoUVW economic conVeqXenceV fUom Whe YiUXV and 

conWainmenW policieV. HacioglX, Kln]ig and SXUico (2020) pUeVenW UK daWa VhoZing WhaW Whe peUcenWage fallV 

in income haYe been laUgeVW foU moUe economicall\ YXlneUable gUoXpV.  

 

Chart 7: GDP and remote working b\ sector, ordered b\ average weekl\ earnings 

                                                      
16 TheUe iV alVo a moUe diUecW negaWiYe effecW if goodV in Whe XnaffecWed VecWoUV aUe complemenWV ZiWh Whe pUodXcWV in Whe affecWed oneV. 
17 Baqaee and FaUhi (2020) aUgXe, XVing a qXanWiWaWiYe model, WhaW Whe diVinflaWionaU\ pUeVVXUeV Vo faU in Whe US daWa aUe conViVWenW ZiWh 
a mi[WXUe of boWh aggUegaWe VXppl\ and demand VhockV. WiWh onl\ VXppl\ (demand), moUe e[WUeme inflaWion (deflaWion) ZoXld haYe been 
likel\. BUinca, DXaUWe and FaUia-e-CaVWUo (2020) aWWempW Wo empiUicall\ idenWif\ Whe balance of laboXU demand and VXppl\ VhockV in each 
VecWoU in Whe US, and find aboXW WZo-WhiUdV of Whe fall in hoXUV ZeUe dXe Wo fallV in laboXU VXppl\. 
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SoXUceV: ONS and Bank calcXlaWionV. 
NoWeV: LefW hand panel VhoZV change in monWhl\ GDP beWZeen DecembeU 2019 and Ma\ 2020, foU each of Whe mainl\ maUkeW VecWoUV 
(A-N, R and S). RighW hand panel VhoZV Whe VhaUe of Whe VecWoU WhaW had eYeU ZoUked fUom home in 2019, accoUding Wo WhaW ONS annXal 
popXlaWion VXUYe\. SecWoUV aUe oUdeUed b\ AYeUage Weekl\ EaUningV inclXding bonXVeV in Whe ApUil 2020 LaboXU MaUkeW SWaWiVWicV. 
 
The UeaVonV loZ-income hoXVeholdV haYe been moUe affecWed UelaWe Wo Vome of Whe oWheU diVWUibXWional 

iVVXeV. Man\ VeUYice-VecWoU indXVWUieV, VXch aV hoVpiWaliW\, ZheUe Whe UiVk of VpUeading CoYid-19 iV WhoXghW Wo 

be higheU, aUe alVo UelaWiYel\ loZ Zage. Since WheVe indXVWUieV haYe faced VWUongeU impoVed oU YolXnWaU\ 

Vocial diVWancing meaVXUeV, Whe\ haYe geneUall\ VXffeUed gUeaWeU Whan aYeUage loVVeV in oXWpXW fUom Whe 

CoYid cUiViV (Chart 7). TheVe haYe alVo been Whe indXVWUieV ZheUe fiUmV haYe fXUloXghed Whe laUgeVW VhaUeV 

of WheiU emplo\eeV XVing Whe CoUonaYiUXV Job ReWenWion Scheme. Some of Whe ZoUVW hiW VecWoUV aUe WhoVe in 

Zhich ZoUking fUom home iV difficXlW oU impoVVible, Zhich iV likel\ Wo haYe amplified Vome of Whe diVpaUiWieV 

(Chart 7). The\ aUe alVo VecWoUV ZiWh higheU female emplo\menW VhaUeV, Zhich ma\ lead Wo gUeaWeU job 

loVVeV among Zomen Whan men.18 

 

A WhiUd impoUWanW diVWUibXWional conceUn in Whe cXUUenW cUiViV aUiVeV becaXVe CoYid-19 leadV Wo qXiWe diffeUenW 

healWh oXWcomeV foU diffeUenW age-gUoXpV. TheVe diffeUenceV need Wo be Waken inWo accoXnW Zhen conVideUing 

Whe amoXnW of YolXnWaU\ Vocial diVWancing WhaW iV likel\ Wo Wake place. FoU e[ample, \oXngeU age gUoXpV aUe 

likel\ Wo cXW conVXmpWion leVV Whan oldeU oneV if Whe\ Wake inWo accoXnW WheiU loZeU UiVkV fUom Whe YiUXV. ThiV 

mighW UedXce Whe amoXnW of YolXnWaU\ Vocial diVWancing, and WheUefoUe incUeaVe Whe incUemenWal impacW of 

lockdoZnV on Vpending. SeYeUal papeUV haYe alVo VXggeVWed WhaW a beWWeU balance beWZeen mainWaining 

economic acWiYiW\ and UedXcing Whe VpUead of Whe YiUXV ma\ be poVVible ZiWh conWainmenW meaVXUeV and 

incenWiYeV WaUgeWed b\ age.19 FoU e[ample, AUgenWe, HVieh and Lee (2020) find WhaW in SoXWh KoUea, policieV 

WhaW diVcloVed deWailed locaWion daWa of CoYid caVeV UedXced fooW WUaffic in neighboXUhoodV in Zhich Whe\ liYed 

oU had WUaYelled.20 UVing WheVe findingV in WheiU SIR model VXggeVWV WhaW VXch policieV coXld UedXce caVe 

nXmbeUV ZiWh a loZeU economic coVW Whan lockdoZnV, alWhoXgh WhiV mXVW be Zeighed againVW coVWV fUom loVV 

of pUiYac\. The economic gainV come fUom encoXUaging Velf-VelecWion inWo YolXnWaU\ Vocial diVWancing among 

demogUaphicV and in locaWionV ZheUe UiVkV aUe higheVW. 

 

Outstanding issues 
 

DUaZing on Whe laWeVW economic UeVeaUch, polic\makeUV haYe leaUnW a gUeaW deal aboXW Whe effecWV of  

CoYid-19 oYeU Whe paVW feZ monWhV. BXW WheUe Uemain man\ XnceUWainWieV and XnanVZeUed qXeVWionV.21 

Making pUogUeVV WoZaUdV anVZeUing Whem Zill likel\ be a WZo-Za\ pUoceVV, ZiWh polic\makeUV Waking leVVonV 

fUom Whe laWeVW UeVeaUch, and UeVeaUcheUV leaUning fUom pUacWical polic\ deciVionV and WheiU impacW. TheUe aUe 

a feZ aUeaV ZheUe I Whink Ze VWill haYe mXch Wo leaUn, and Zhich in m\ YieZ VhoXld be a neaU-WeUm pUioUiW\. 

 

                                                      
18 See Alon eW aO. (2020), Zho alVo diVcXVV hoZ Zomen appeaU Wo haYe been diVpUopoUWionall\ affecWed giYen higheU demandV in Whe 
hoXVehold, inclXding childcaUe and home Vchooling. The\ alVo VXggeVW WhaW WheUe ma\ be Vome offVeWWing longeU-WeUm effecWV WhaW 
pUomoWe gendeU eqXaliW\, VXch aV a VhifW WoZaUdV moUe fle[ible ZoUk aUUangemenWV. 
19 AcemoglX eW aO. (2020) and GloYeU eW aO. (2020). 
20 LocaWion daWa ZaV collecWed fUom conWacW WUacing, aV Zell aV mobile phone and cUediW caUd UecoUdV. 
21 TheVe qXeVWionV UelaWe noW onl\ Wo Whe economicV of CoYid, bXW alVo Wo Whe epidemiolog\ of Whe YiUXV, on Zhich Whe economic effecWV 
Zill depend. 
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Man\ of Whe macUoeconomic VWXdieV I haYe diVcXVVed haYe been WheoUeWical, bXW aV Whe daWa comeV in, Ze 

Zill need Wo conWinXe Wo WeVW and YalidaWe diffeUenW h\poWheVeV. B\ neceVViW\, Whe iniWial findingV on CoYid-19 

came laUgel\ fUom modelling ZoUk, aV Zell aV inVighWV fUom VimilaU hiVWoUical epiVodeV. Since official daWa aUe 

pXbliVhed ZiWh a lag, economiVWV and VWaWiVWicianV alVo qXickl\ adapWed, making XVe of neZ Ueal-Wime daWa 

VoXUceV.22 AV Whe daWa conWinXe Wo come in, iW Zill be eVVenWial Wo keep deYiVing empiUical VWUaWegieV Wo idenWif\ 

Whe effecWV of Whe YiUXV and impUoYe oXU XndeUVWanding of diffeUenW conWainmenW meaVXUeV. 

 

InWeUpUeWaWion of Whe aggUegaWe daWa Zill be complicaWed b\ YaUioXV pUacWical and concepWXal difficXlWieV. 

SWandaUd empiUical WechniqXeV foU anal\Ving and foUecaVWing macUoeconomic Wime VeUieV ma\ become leVV 

appUopUiaWe in Whe face of VXch e[WUeme moYemenWV in Whe daWa, alWhoXgh economiVWV aUe alUead\ coming Xp 

ZiWh Za\V Wo addUeVV WheVe challengeV.23 On Whe daWa Vide, I haYe pUeYioXVl\ diVcXVVed Whe man\ difficXlWieV 

affecWing CPI inflaWion meaVXUemenW and inWeUpUeWaWion.24 ElVeZheUe, daWa on aYeUage ZageV and pUodXcWiYiW\ 

Zill be VkeZed b\ laUge compoViWional effecWV, Vince la\offV aUe likel\ Wo be concenWUaWed in loZ-Zage VecWoUV 

ZiWh loZ meaVXUed pUodXcWiYiW\.  

 

FoU moneWaU\ polic\makeUV, one of Whe moVW impoUWanW iVVXeV Wo XndeUVWand Zill be an\ changeV in Whe 

WUanVmiVVion of polic\ bUoXghW aboXW b\ CoYid-19. We alUead\ knoZ WhaW Whe Uole of moneWaU\ polic\ in 

meeWing Whe UemiW ZaV qXiWe diffeUenW fUom XVXal dXUing Whe lockdoZn peUiod. WiWh man\ bXVineVVeV cloVed 

oZing Wo pXblic healWh polic\, no amoXnW of e[panVionaU\ moneWaU\ polic\ coXld booVW acWiYiW\ in WhoVe 

VecWoUV. An XnXVXall\ laUge paUW of Whe WUanVmiVVion of inWeUeVW-UaWe polic\ ZaV inVWead aimed aW miWigaWing 

caVh-floZ difficXlWieV b\ loZeUing boUUoZing coVWV and pUoYiding liqXidiW\. 

 

AV Whe econom\ openV Xp, Ze Zill need Wo XndeUVWand Whe e[WenW Wo Zhich moneWaU\ (aV Zell aV fiVcal) polic\ 

iV VWill able Wo booVW demand aV noUmal. EYen aV legal UeVWUicWionV on bXVineVVeV aUe UemoYed, iW ma\ be WhaW 

YolXnWaU\ Vocial diVWancing hindeUV Whe abiliW\ of polic\ Wo incUeaVe acWiYiW\ in Vome VecWoUV, and poWenWiall\ in 

aggUegaWe. GXeUUieUi eW aO. (2020) and Baqaee and FaUhi (2020) boWh find WhaW aggUegaWe demand polic\ 

injecWV leVV VWimXlXV Whan XVXal afWeU negaWiYe VecWoUal VhockV in WheiU modelV. M\ oZn conjecWXUe iV WhaW 

Vome of Whe VecWoUal changeV Ze aUe Veeing coXld limiW Whe XVefXlneVV of empiUical eVWimaWeV of Whe 

aggUegaWe WUanVmiVVion mechaniVm, inclXding UelaWionVhipV VXch aV Whe aggUegaWe PhillipV cXUYe. 

 

A cloVel\ UelaWed qXeVWion iV ZhaW, in an ideal ZoUld, opWimal economic polic\ VKRXOd do. FoU Whe MPC, Whe 

anVZeU iV VWUaighWfoUZaUd ± Ze Zill VWUiYe Wo meeW oXU mandaWe b\ achieYing Whe 2 peU cenW inflaWion WaUgeW. FoU 

bUoadeU economic polic\, UeVeaUch can Well XV, in Whe conWe[W of an economic model ZiWh giYen aVVXmpWionV 

on VocieWal pUefeUenceV, ZhaW mighW be opWimal foU ZelfaUe. The anVZeUV ma\ depend on ZheWheU Vome of 

Whe changeV in behaYioXU and aWWiWXdeV WoZaUd UiVk WhaW Ze haYe Veen aUe WempoUaU\ oU peUmanenW. If 

WUanViWoU\, policieV WhaW UeWXUn Whe econom\ aV cloVe aV poVVible Wo iWV pUe-cUiViV paWh ma\ be pUefeUable. If 

peUmanenW, When policieV Zill inVWead need Wo faciliWaWe Whe WUanViWion Wo neZ paWWeUnV of demand and VXppl\. 

                                                      
22 See Whe UecenW Vpeech b\ Haldane (2020) and UefeUenceV WheUein. 
23 See Len]a and PUimiceUi (2020) and PUimiceUi and TambaloWWi (2020), foU e[ample. 
24 TenUe\Uo (2020c). 
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The current outlook 
 
TXUning back Wo moneWaU\ polic\, Whe challenge foU Whe MPC iV Wo aVVeVV hoZ CoYid-19, Whe lockdoZn, and iWV 

VXbVeqXenW eaVing Zill inWeUacW Wo deWeUmine Whe oXWlook foU demand, VXppl\ and inflaWion. The MPC Zill be 

pXbliVhing iWV collecWiYe YieZ in AXgXVW, bXW ahead of WhaW, I ZoXld like Wo VeW oXW m\ oZn Whinking, inclXding 

Whe UeaVonV behind m\ YoWe in JXne Wo e[pand oXU aVVeW pXUchaVe pUogUamme b\ a fXUWheU �100 billion. 

 

The laWeVW monWhl\ GDP daWa VXggeVW Ze aUe on WUack foU a UedXcWion of neaUl\ 25% in 2020 Q2, UelaWiYe Wo 

Whe 2019 Q4 peak. ThiV VWill lookV Wo be leVV VeYeUe Whan in Whe illXVWUaWiYe VcenaUio Whe MPC pXbliVhed in 

Ma\, bXW I do noW Uead Woo mXch inWo Whe pUeciVe figXUe ± neiWheU iWV abVolXWe ZeakneVV, noU Whe doZnVide 

VXUpUiVe in Whe laWeVW monWhl\ daWa. AcWiYiW\ ZaV e[WUaoUdinaUil\ Zeak dXUing Whe lockdoZn, bXW a laUge paUW of 

WhiV ZaV a diUecW conVeqXence of bXVineVV cloVXUeV and oWheU pXblic healWh UeVWUicWionV. The Vcale of Whe 

GDP fall laUgel\ UeflecWV Whe Wiming and Whe e[WenW of lockdoZn meaVXUeV, and Whe Vame Zill be WUXe foU Whe 

iniWial VWep in Whe UecoYeU\ in oXWpXW aV bXVineVVeV Ueopen. FoU pXUchaVeV WhaW ZeUe conVWUained onl\ b\ Whe 

lockdoZn, Ze VhoXld iniWiall\ Vee a UelaWiYel\ µV-Vhaped¶ jXmp in acWiYiW\ beginning in Q3. 

 

The ke\ XnceUWainW\ iV hoZ mXch Whe µV¶ Zill be inWeUUXpWed b\ oWheU facWoUV Zeighing on demand and VXppl\. 

TZo neaU-WeUm oneV VWand oXW. FiUVW, Whe poVVible feedback fUom higheU Xnemplo\menW, paUWicXlaUl\ in Vome 

badl\ affecWed VecWoUV, Wo loZeU aggUegaWe demand, and if peUViVWenW, Wo lead Wo gUeaWeU VcaUUing. Second, 

effecWV of YolXnWaU\ oU mandaWed Vocial diVWancing on demand and VXppl\ in Vocial conVXmpWion VecWoUV.  

 

The imminenW UiVe in Whe Xnemplo\menW UaWe ZaV noW \eW YiVible in Whe official laboXU maUkeW daWa foU ApUil, bXW 

moUe Wimel\ indicaWoUV VXggeVW iW Zill Voon be YiVible in Whe headline nXmbeUV. VacancieV haYe dUied Xp and 

Whe emplo\menW VXUYe\ balanceV aUe conViVWenW ZiWh a VhaUp fall in emplo\menW in Whe UeVW of Q2, eYen if Whe\ 

cannoW Ueliabl\ infoUm XV aboXW iWV Vcale (Chart 8). HigheU Xnemplo\menW in Vome VecWoUV iV likel\ Wo feed in 

Wo loZeU demand foU goodV and VeUYiceV pUodXced in oWheUV, eVpeciall\ if la\offV aUe concenWUaWed in 

hoXVeholdV leVV able Wo boUUoZ Wo conWinXe Vpending. Unemplo\menW ZoXld alUead\ be faU higheU if iW ZeUe 

noW foU Whe Vi]eable XpWake of Whe CoUonaYiUXV Job ReWenWion Scheme. BXW Whe laWeVW indicaWionV fUom Whe 

Bank¶V AgenWV VXggeVWed a fXUWheU UiVk WhaW man\ fXUloXghed ZoUkeUV ZoXld noW be UeabVoUbed inWo 

emplo\menW aV Whe Vcheme iV ZoXnd doZn. RecenW laUge-Vcale UedXndanc\ annoXncemenWV aUe conViVWenW 

ZiWh WhiV, alWhoXgh Whe neZ Job ReWenWion BonXV ma\ miWigaWe Whe UiVk foU Vome ZoUkeUV. 

 

The peUViVWence of higheU Xnemplo\menW Zill paUWl\ depend on hoZ long YolXnWaU\ and mandaWed Vocial 

diVWancing Zeigh on acWiYiW\. On Whe demand Vide, aV Whe lockdoZn iV eaVed, I e[pecW YolXnWaU\ Vocial 

diVWancing Wo conWinXe Wo dUag on conVXmpWion in VecWoUV ZheUe Whe peUceiYed UiVk of VpUeading CoYid-19 

UemainV high, VXch aV hoVpiWaliW\ and WUaYel. RecenW VXUYe\ daWa VXggeVWV a majoUiW\ of people ZoXld VWill be 

XncomfoUWable going Wo indooU UeVWaXUanWV oU cinemaV, foU e[ample (Chart 9). FoU goodV and VeUYiceV 

inYolYing Vocial inWeUacWion, eYidence fUom oWheU coXnWUieV VXggeVWV WhaW a ke\ deWeUminanW Zill be Whe acWXal 

pUeYalence of Whe YiUXV. The effecWV of YolXnWaU\ Vocial diVWancing Zill WheUefoUe depend on ZheWheU caVe 
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nXmbeUV conWinXe Wo decline. AVVXming Whe\ do, WheUe iV VWill likel\ Wo be Vome lag beWZeen confiUmed caVeV 

and peUceiYed UiVkV, alWhoXgh behaYioXU coXld alVo be affecWed b\ UecenW fiVcal meaVXUeV Wo booVW Vocial 

conVXmpWion Vpending. On Whe VXppl\ Vide, WheUe coXld be negaWiYe effecWV on pUodXcWiYiW\ in Vome 

occXpaWionV. TheVe coXld VWem fUom mandaWed Vocial diVWancing, Zhich ma\ UedXce Whe amoXnW WhaW can be 

pUodXced in a giYen Vpace; oU fUom UemoWe ZoUking being leVV efficienW foU Vome ZoUkeUV.25 

 

Chart 8: Emplo\ment surve\ balances Chart 9: Surve\ on going to restaurants/cinemas 

 
SoXUce: BCC, IHS MaUkiW/CIPS, KPMG/REC ReSRUW RQ JRbV and 
Bank calcXlaWionV. 
NoWeV: BCC (emplo\menW e[pecWaWionV oYeU Whe ne[W WhUee 
monWhV), IHS MaUkiW/CIPS (PMI compoViWe emplo\menW inde[) and 
KPMG/REC (inde[ of demand foU neZ VWaff). All VeUieV aUe 
monWhl\, e[cepW BCC Zhich iV qXaUWeUl\. 

SoXUce: ONS. 
NoWeV: SXUYe\ Waken JXl\ 2 Wo JXl\ 5. QXeVWion: AW WhiV Wime, hoZ 
comfoUWable oU XncomfoUWable ZoXld \oX be aboXW eaWing indooUV 
aW a UeVWaXUanW? 

 

On balance, WheVe XnceUWainWieV VXggeVW Wo me conVideUable doZnVide UiVkV foU demand UelaWiYe Wo VXppl\. 

The global oXWlook UemainV Zeak, giYen Whe conWinXed VpUead of Whe YiUXV aUoXnd Whe ZoUld and eVpeciall\ iWV 

UeVXUgence in Whe US. ThiV global picWXUe, WogeWheU ZiWh VignificanW XnceUWainW\ and a VXbdXed oXWlook foU 

conVXmpWion Zill all VeUYe Wo dUag on bXVineVV inYeVWmenW. LaVW bXW noW leaVW, Whe UiVk of a Vecond ZaYe 

domeVWicall\ oU abUoad bUingV addiWional XnceUWainW\ inWo Whe oXWlook. Highl\ VXppoUWiYe fiVcal polic\ Zill make 

goYeUnmenW Vpending Whe main offVeWWing componenW of GDP.  

 

PXWWing WhiV demand oXWlook WogeWheU ZiWh Whe pUe-e[iVWing ZeakneVV in coUe inflaWion, Ze aUe likel\ Wo Vee 

diVinflaWionaU\ pUeVVXUeV foU Vome Wime. Headline inflaWion Zill conWinXe Wo Zeaken in Whe neaU WeUm, giYen a 

conWinXing Vi]eable impacW fUom loZeU eneUg\ pUiceV, and a negaWiYe conWUibXWion fUom Whe UecenW cXW in VAT.  

AlWhoXgh WheVe effecWV on headline inflaWion VhoXld pUoYe WempoUaU\, in oUdeU Wo XVe Xp VpaUe capaciW\ and 

bUing inflaWion back Wo WaUgeW, polic\ needV Wo conWinXe Wo VXppoUW aggUegaWe demand WhUoXgh Whe cUiViV. ThiV 

VhoXld alVo benefiW Whe VXppl\-Vide of Whe econom\, b\ acWing Wo offVeW bXVineVV failXUeV and peUViVWenWl\ high 

Xnemplo\menW, Zhich ZoXld XlWimaWel\ feed WhUoXgh inWo loZeU poWenWial oXWpXW. AlWhoXgh fiVcal polic\ iV 

pUoYiding VignificanW VXppoUW Wo Whe econom\ and Wo indiYidXal ZoUkeUV and VecWoUV, moneWaU\ polic\ alVo haV 

a Uole Wo pla\ Wo WU\ Wo mainWain aggUegaWe demand in line ZiWh VXppl\ and enVXUe pUice VWabiliW\.  

                                                      
25 See HaVkel (2020) foU a deWailed diVcXVVion of WhiV poinW, alVo VXggeVWed in TenUe\Uo (2020c) and in Whe Ma\ MPR. 
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In JXne I WheUefoUe YoWed ZiWh Whe majoUiW\ of Whe MPC Wo incUeaVe oXU VWock of aVVeW pXUchaVeV. LoZeU gilW 

\ieldV and higheU aVVeW pUiceV indXced b\ QE Zill lead Wo Vome aggUegaWe demand VWimXlXV, alWhoXgh Whe loZ 

pUeYailing leYel of Whe \ield cXUYe ma\ UedXce Whe impacW VomeZhaW, UelaWiYe Wo Vome of Whe MPC¶V pUeYioXV 

aVVeW pXUchaVe annoXncemenWV. AV ZiWh Whe UeVW of Whe commiWWee, I Uemain Uead\ Wo YoWe foU fXUWheU acWion 

aV neceVVaU\ Wo VXppoUW Whe econom\ and enVXUe inflaWion UeWXUnV Wo WaUgeW. 

 

  



 
 

 
 
All VpeecheV aUe aYailable online aW ZZZ.bankofengland.co.Xk/pXblicaWionV/VpeecheV 

16 

 
16 

 
 

References 
 
Acemoglu, D, V Cherno]hukov, I Werning and M D Whinston (2020), ³OpWimal TaUgeWed LockdoZnV in a 
MXlWi-GUoXp SIR Model,´ NBER WRUNLQJ PaSeU NR. 27102. 
 
Alon, T M, M Doepke, J Olmstead-Rumse\ and M Tertilt (2020), ³The ImpacW of COVID-19 on GendeU 
EqXaliW\,´ NBER WRUNLQJ PaSeU NR. 26947. 
 
Argente, D O, C-T Hsieh and M Lee (2020), ³The CoVW of PUiYac\: WelfaUe EffecW of Whe DiVcloVXUe of 
COVID-19 CaVeV,´ NBER WRUNLQJ PaSeU NR. 27220. 
 
Baqaee, D and E Farhi (2020), ³NonlineaU PUodXcWion NeWZoUkV ZiWh an ApplicaWion Wo Whe CoYid-19 CUiViV,´ 
NBER WRUNLQJ PaSeU NR. 27281. 
 
Baqaee, D, E Farhi, M Mina and J Stock (2020), ³EYalXaWing Whe economicV and epidemiolog\ VWUaWegieV 
foU Ueopening Whe econom\,´ HaUYaUd UniYeUViW\ WoUking PapeU. 
 
Barro, R and Jose F Urs~a (2008), ³MacUoeconomic CUiVeV Vince 1870,´ BURRNLQJV PaSeUV RQ EcRQRPLc 
AcWLYLW\, Yol. 39, pp. 255-350. 
 
Barro, R, Jose F Urs~a and J Weng (2020), ³The CoUonaYiUXV and Whe GUeaW InflXen]a Pandemic: LeVVonV 
fUom Whe ³SpaniVh FlX´ foU Whe CoUonaYiUXV¶V PoWenWial EffecWV on MoUWaliW\ and Economic AcWiYiW\,´ NBER 
WRUNLQJ PaSeU NR. 26866. 
 
Brinca, P, J B Duarte and M Faria-e-Castro (2020), ³MeaVXUing SecWoUal SXppl\ and Demand ShockV 
DXUing COVID-19,´ FRB SW. LRXLV WRUNLQJ PaSeU No. 2020-011. 
 
Bonciani, D and R Braun (forthcoming), foUWhcoming Bank UndeUgUoXnd PoVW. 
 
Bullard, J (2020), InWeUYieZ ZiWh BloombeUg, aYailable aW hWWpV://ZZZ.bloombeUg.com/neZV/aUWicleV/2020-03-
22/fed-V-bXllaUd-Va\V-X-V-jobleVV-UaWe-ma\-VoaU-Wo-30-in-2q. 
 
Cantore, C, F Di Pace, R Masolo and S Miranda-Agrippino (forthcoming), foUWhcoming ZoUking papeU. 
 
Cpspedes, L F, R Chang, and A Vplasco (2020), ³MacUoeconomic Polic\ ReVponVeV Wo a Pandemic´, 
WoUking PapeU. 
 
Chett\, R, J N Friedman, N Hendren, M Stepner and The Opportunit\ Insights Team (2020), ³HoZ Did 
COVID-19 and SWabili]aWion PolicieV AffecW Spending and Emplo\menW? A NeZ Real-Time Economic TUackeU 
BaVed on PUiYaWe SecWoU DaWa,´ NBER WRUNLQJ PaSeU NR. 27431. 
 
Correia, S, S Luck and E Verner (2020), ³PandemicV DepUeVV Whe Econom\, PXblic HealWh InWeUYenWionV Do 
NoW: EYidence fUom Whe 1918 FlX,´ WoUking PapeU. 
 
Dahl, C M, C W Hansen and P S Jensen (2020), ³The 1918 epidemic and a V-Vhaped UeceVVion: EYidence 
fUom mXnicipal income daWa,´ CEPR CoYid EconomicV. 
 
Eichenbaum, M, S Rebelo and M Trabandt (2020), ³The macUoeconomicV of epidemicV,´ NBER WRUNLQJ 
PaSeU NR. 26882. 
 
Glover, A, J Heathcote, D Krueger, JV Rios-Rull (2020), ³HealWh YeUVXV ZealWh: On Whe diVWUibXWional 
effecWV of conWUolling a pandemic,´ NBER WRUNLQJ PaSeU NR. 27046. 
 
Goolsbee, A and C S\verson (2020), ³FeaU, LockdoZn, and DiYeUVion: CompaUing DUiYeUV of Pandemic 
Economic Decline 2020,´ NBER WRUNLQJ PaSeU NR. 27432. 
 
Guerrieri, V, G Loren]oni, L Straub and I Werning (2020), ³MacUoeconomic ImplicaWionV of COVID-19: 
Can NegaWiYe SXppl\ ShockV CaXVe Demand ShoUWageV?´ NBER WRUNLQJ PaSeU NR. 26918. 



 
 

 
 
All VpeecheV aUe aYailable online aW ZZZ.bankofengland.co.Xk/pXblicaWionV/VpeecheV 

17 

 
17 

 
 

 
Hacioglu, S, D Kln]ig and P Surico (2020), ³ConVXmpWion in Whe Wime of CoYid-19: EYidence fUom UK 
TUanVacWion DaWa,´ CEPR DiVcXVVion PapeU No. 14733. 
 
Haldane, A (2020), ³The Vecond qXaUWeU,´ Vpeech deliYeUed online, aYailable aW 
hWWpV://ZZZ.bankofengland.co.Xk/Vpeech/2020/and\-haldane-Whe-Vecond-qXaUWeU-ZebinaU 
 
Haskel, J (2020), ³RemaUkV on CoYid-19 and MoneWaU\ Polic\,´ Vpeech hoVWed b\ Whe BUighWon ChambeU of 
CommeUce Yia Zoom, aYailable aW hWWpV://ZZZ.bankofengland.co.Xk/Vpeech/2020/jonaWhan-haVkel-bUighWon-
hoYe-chambeU-of-commeUce 
 
Hatchett, R J, C E Mecher and M Lipsitch (2007), ³PXblic healWh inWeUYenWionV and epidemic inWenViW\ 
dXUing Whe 1918 inflXen]a pandemic,´ PURceedLQJV Rf WKe NaWLRQaO AcadeP\ Rf ScLeQceV Rf WKe UQLWed SWaWeV 
Rf APeULca, Yol. 104, no. 18. 
 
Kaplan, G, B Moll and G Violante (2020), ³PandemicV accoUding Wo HANK,´ WoUking PapeU. 
 
Kermack, W O and A G McKendrick (1927), ³A ConWUibXWion Wo Whe MaWhemaWical TheoU\ of EpidemicV,´ 
PURceedLQJV Rf WKe RR\aO SRcLeW\ Rf LRQdRQ, VeUieV A, Yol. 115, no. 772. 
 
Keogh-Brown, M R and R D Smith (2008), ³The economic impacW of SARS: hoZ doeV Whe UealiW\ maWch Whe 
pUedicWionV?´ HeaOWK PROLc\, Yol.88, no. 1. 
 
Keogh-Brown M, S Wren-Lewis, W J Edmund, P Beutels and R D Smith (2009), ³The PoVVible 
MacUoeconomic ImpacW on Whe Econom\ of an InflXen]a Pandemic,´ UniYeUViW\ of O[foUd DepaUWmenW of 
EconomicV DiVcXVVion PapeU SeUieV No. 431. 
 
Jordj, O, S R Singh and A M Ta\lor (2020), ³LongeU-UXn Economic ConVeqXenceV of PandemicV,´ NBER 
WRUNLQJ PaSeU NR. 26934. 
 
Len]a, M and G Primiceri (2020), ³HoZ Wo EVWimaWe a VAR afWeU MaUch 2020,´ WoUking PapeU. 
 
Lille\, A, M, Lille\ and G Rinaldi (2020), ³PXblic healWh inWeUYenWionV and economic gUoZWh: ReYiVing Whe 
SpaniVh flX eYidence,´ WoUking PapeU. 
 
Ma, C, J H Rogers and S Zhou (2020), ³ModeUn PandemicV: ReceVVion and RecoYeU\,´ WoUking PapeU. 
 
Markel, H, H B Lipman and A Navarro (2007), ³NonphaUmaceXWical InWeUYenWionV ImplemenWed b\ US CiWieV 
DXUing Whe 1918-1919 InflXen]a Pandemic,´ JAMA. 
 
McKibbin W and R Fernando (2020), ³The Global MacUoeconomic ImpacWV of COVID-19: SeYen 
ScenaUioV,´ WoUking PapeU. 
 
McKibbin and A Siderenko (2006), ³Global MacUoeconomic ConVeqXenceV of Pandemic InflXen]a,´ 
WoUking PapeU. 
 
Primiceri, G and A Tambalotti (2020), ³MacUoeconomic FoUecaVWing in Whe Time of COVID-19,´ WoUking 
PapeU. 
 
Siu, A and R Wong (2004), ³Economic ImpacW of SARS: The CaVe of Hong Kong,´ AVLaQ EcRQRPLc PaSeUV, 
Yol. 3, no. 1. 
 
Smith, R D, M R Keogh-Brown, T Barnett and J Tait (2009), ³The econom\-Zide impacW of pandemic 
inflXen]a on Whe UK: a compXWable geneUal eqXilibUiXm modelling e[peUimenW,´ BMJ 339:b4571. 
 
Tenre\ro, S (2018), ³ModelV in macUoeconomicV´ Vpeech deliYeUed aW Whe UniYeUViW\ of SXUUe\. 
 



 
 

 
 
All VpeecheV aUe aYailable online aW ZZZ.bankofengland.co.Xk/pXblicaWionV/VpeecheV 

18 

 
18 

 
 

Tenre\ro, S (2020a), RemaUkV giYen aW a panel diVcXVVion aW Whe 2020 US MoneWaU\ Polic\ FoUXm, aYailable 
aW hWWpV://ZZZ.chicagobooWh.edX/-/media/UeVeaUch/igm/eYenWV/XVmpf/2020/VilYana-WenUe\Uo-UemaUkV-foU-
2020-mpf-panel.pdf. 
 
Tenre\ro, S (2020b), AnnXal RepoUW foU Whe TUeaVXU\ VelecW CommiWWee, aYailable aW 
hWWpV://ZZZ.bankofengland.co.Xk/neZV/2020/maUch/VilYana-WenUe\Uo-annXal-UepoUW. 
 
Tenre\ro, S (2020c), ³MoneWaU\ Polic\ dXUing pandemicV: inflaWion befoUe, dXUing and afWeU CoYid-19,´ 
Vpeech deliYeUed online. 
 
Thomas, R and N Dimsdale (2017), "A MillenniXm of UK DaWa", Bank of England OBRA daWaVeW, aYailable 
aW hWWp://ZZZ.bankofengland.co.Xk/UeVeaUch/PageV/onebank/WhUeecenWXUieV.aVp[  
 
van Horen, N (2020), ³CoYid-19 BUiefing: CoUpoUaWe Balance SheeWV´, Bank UndeUgUoXnd poVW, aYailable aW 
hWWpV://bankXndeUgUoXnd.co.Xk/2020/06/09/coYid-19-bUiefing-coUpoUaWe-balance-VheeWV/ 
 
Verikios, G, M Sullivan, P Stojanosvski, J Giesecke and G Woo (2016), ³AVVeVVing Regional RiVkV FUom 
Pandemic InflXen]a: A ScenaUio Anal\ViV,´ TKe WRUOd EcRQRP\. 


