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Disclaimer

The views and opinions expressed in this 

presentation are solely those

of the presenter and do not necessarily 

reflect the views of the

Georgia Institute of Technology,

the Board of Regents,

the State of Georgia, 

or the Governor’s COVID-19 Taskforce.



Two Competing Scenarios….

• Optimistic…

• Characteristics

• Effective control of virus spread

• Effective  policy interventions

• Economic results:

• “V”-shaped recovery

• Brief shutdown

• Fewer bankruptcies

• Pent-up demand drives spending

• Business & consumer confidence are 
quickly restored.

• Annual GDP decline of 4.0%

• Back to pre-COVID levels in 1Q ‘21

• Realistic…

• Characteristics:

• Effective control but regional resurgence

• Partially effective policy interventions

• Economic results:

• Policy responses partially offset

• S-T damage with L-T consequences

• Significant business closures/failures

• Wide-spread, sustained job losses and weak 
consumer spending

• GDP decline…

• 40% in 2Q ’20

• 10% for the year

• Service sector decline persists

• Back to pre-COVID levels in early ‘23



What Has Happened?  Some of Both…..

• Optimistic…

• Characteristics

• Effective control of virus spread

• Effective  policy interventions

• Economic results:

• “V”-shaped recovery

• Brief shutdown

• Fewer bankruptcies?

• Pent-up demand drives spending

• Business & consumer confidence are 
quickly restored.

• Annual GDP decline of 4.0%

• Back to pre-COVID levels in 1Q ‘21

• Realistic…

• Characteristics:

• Effective control but regional resurgence

• Partially effective policy interventions

• Economic results:

• Policy responses partially offset

• S-T damage with L-T consequences

• Significant business closures/failures?

• Wide-spread, sustained job losses and weak 
consumer spending

• GDP decline…

• 40% in 2Q ’20 (only 31.4%)

• 10% for the year

• Service sector decline persists?

• Back to pre-COVID levels in early ’23 (late ‘21)



“V”-Shaped 
Recovery?
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High-Density Service Sectors Have Lost the Most Jobs

U.S. Private Nonfarm Payroll Employment by Sector

Total Payrolls as of 

February 2020

Change in Payroll as of

December 2020

Millions % of Total Millions % of Total

Total 130 100.0% -8.50 100.0%

Leisure & Hospitality 17 13.0% -3.91 46.0%

Health Care 21 16.0% -0.84 9.9%

Professional Services 22 16.6% -0.86 10.1%

Retail Trade & Transportation 20 15.5% -0.59 6.9%

Education 4 3.0% -0.45 5.3%

Manufacturing 13 9.9% -0.54 6.4%

Wholesale Trade 6 4.6% -0.25 3.0%

Construction 8 5.9% -0.23 2.7%

Others 20 15.5% -0.83 9.7%

78% of the job 

losses are in 

COVID-19-

sensitive 

sectors

Source: Bureau of Labor Statistics, Morgan Stanley Research Estimates
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Households are Sitting on
Excess Income and Savings

Money Supply Savings Deposits

http://fred.stlouisfed.org/graph/?g=A4k3
http://fred.stlouisfed.org/graph/?g=A4k3


Another “V”-Shaped 
Recovery…



United States





State of Georgia

“Really, our labor market is about 

as fully recovered as it can be until 

the pandemic is over.”

– State Economist Jeffrey Dorfman



Georgia Employment is Recovering Much Better 
than the U.S.



State of Georgia

“We have never had a recession 

before when people had more 

money to spend.”

– State Economist Jeffrey Dorfman
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• Through the first half of the fiscal year, 
collections are up $722 million, or 6.1%

• Individual income tax collections – up 10%

• Gross sales tax collections – up 6%

• Corporate income tax collections – up 20.2%

• Tobacco tax collections – up 10.7%

• Alcoholic beverage tax collections – up 12.7%

• Car tag, title and fees – up 2.2%

• Hotel, motel fees – down 29.3%





State of Georgia



Consumer

• Move toward the home

• Gyms, restaurants, 
shopping, theater. 

• New tactics to re-engage 
consumers to brick & mortar

Employer/Employee

• Telework

• Business travel

• Commercial real estate

Government

• Push away from 
globalization

• New regulatory environment

How will things change?

The new post-COVID economy



Major Threats 
to the Economic 
Outlook

1. Biden Administration 
Proposed Middle-Class Tax 
Increase & Other Fiscal 
Policies

2. Inflation

3. Psychology - Virus Fear



Biden Tax Proposal
(Pre 2018 rates)

“Trump” Tax Rates



Inflation and 
the Velocity of 
Money

• Inflation is a condition of 
continually rising price level

• “Inflation is always and 
everywhere a monetary 
phenomenon.” – Milton Friedman

• Inflation isn’t just about how 
many dollars are being printed. 
It’s about where those dollars go 
and how fast they are moving 
through the system.

• Something else to consider: When 
it comes to changes in the money 
supply, debt acts like a sponge.
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We Simply Can NOT Lockdown the Economy Again.



“Experience has shown that 
communities faced with 

epidemics or other adverse 
events respond best and with 

the least anxiety when the 
normal social functioning of 

the community is least 
disrupted.”

INSTITUTE OF MEDICINE 2006. 
MODELING COMMUNITY CONTAINMENT 

FOR PANDEMIC INFLUENZA



“Assessing Mandatory Stay-At-Home and Business 
Closure Effects on the Spread of COVID-19”

“we find no clear, significant beneficial effect of “lockdowns” [mandatory 
stay-at-home and business closure orders] on case growth in ANY country.”

“…there is no evidence that more restrictive non-pharmaceutical 
interventions (“lockdowns”) contributed substantially to bending the curve of 
new cases in England, France, Germany, Iran, Italy, the Netherlands, Spain, 
or the United States…”

“…it is possible that stay-at-home orders may facilitate transmission if they 
increase person-to-person contact where transmission is efficient such as 
closed spaces.”

“…school closures may have very serious harms, estimated at an equivalent 
of 5.5 million life years for children in the U.S. during the spring closures 
alone.”



January 24, 2021



Percent of Students Offered In-Person Instruction & Rate of Pediatric Cases
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“Not everything should be destroyed by the health situation … we must be vigilant, 
but not forget the educational and social imperatives, nor deviate from our two 
objectives: improving the educational level of each child and reducing 
inequalities.”

- Jean-Michel Blanquer
French Education Minister



Summary…..
• The economy is experiencing a “V”-shaped recovery driven by consumer 

spending on durable goods which is, in turn, being driven by extensive fiscal 
and monetary stimulus.

• The durable-goods driven recovery will transition to a more services driven 
recovery in late ’21.

• Job losses remain in COVID-sensitive sectors and likely will until the 
pandemic is over and/or vaccinations have reached a critical level.  However, 
up to one-third of small businesses will likely never return.

• State and local revenues are holding up, again due to extensive stimulus.  
Longer term, commercial real estate values will be an issue for local 
governments.

• Threats to the economy include restrictive fiscal policy (tax increases, 
minimum wage, etc.), inflation, and continued “lockdown mentality.”
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