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Europe Tries to Spend Its Way out
of the Coronavirus Crisis 

What Happened
As the coronavirus outbreak begins to bite deeper [1] into economic growth, Europe is scrambling to provide
lifelines to the increasing number of households and businesses now struggling to make ends meet under
quarantine. On March 16, the finance ministers of the eurozone discussed the possibility of using the
European Union's permanent bailout fund, the European Stability Mechanism, to support countries in
distress. In recent days, the governments of Europe's five largest economies have also all unveiled multiple
measures intended to mitigate the economic fallout of the coronavirus outbreak, including cheaper credit
lines, tax delays, and additional support for workers whose incomes have been affected:

• Germany announced some 500 billion euros ($549 billion) in guarantees for credit for companies, and said 
  it would also take on additional debt to pay for new measures if need be. 
• The United Kingdom announced a package of 330 billion pounds ($398 billion) in loans for companies 
  facing financial problems due to the outbreak. 
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What Happened
As the coronavirus outbreak begins to bite deeper [1] into economic growth, Europe is scrambling to provide
lifelines to the increasing number of households and businesses now struggling to make ends meet under
quarantine. On March 16, the finance ministers of the eurozone discussed the possibility of using the
European Union's permanent bailout fund, the European Stability Mechanism, to support countries in
distress. In recent days, the governments of Europe's five largest economies have also all unveiled multiple
measures intended to mitigate the economic fallout of the coronavirus outbreak, including cheaper credit
lines, tax delays, and additional support for workers whose incomes have been affected:

• Germany announced some 500 billion euros ($549 billion) in guarantees for credit for companies, and said
it would also take on additional debt to pay for new measures if need be.

• The United Kingdom announced a package of 330 billion pounds ($398 billion) in loans for companies
facing financial problems due to the outbreak.
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• France announced it will guarantee up to 300 billion euros ($330 billion) of bank loans to companies. On 
  March 17, French Finance Minister Bruno Le Maire also announced a separate 45 billion euro ($49 billion) 
  package that includes delays in tax payments and payroll charges for companies. 
• Italy approved an emergency decree suspending the payments of loans and mortgages for companies and 
  families, and allocating additional funds to help businesses pay workers whose incomes have been 
  temporarily suspended due to the coronavirus outbreak. 
• Spain announced a relief package of 200 billion euros ($220 billion), including state guarantees for loans to 
  corporations and delayed mortgages repayments for workers who lose their jobs due to the coronavirus 
  crisis.

Breaking the Cycle
These measures all share the same goal: putting extra money in the pockets of companies and individuals at
a time when the global economy is slowing down. The coronavirus outbreak in Europe, in particular, has
created a vicious economic cycle: Increasingly severe quarantine measures to contain the virus are slowing
down economic activity by forcing millions of people to stay at home, as well many businesses to either stop
or severely reduce their operations. This lower economic activity is, in turn, forcing more companies —
ranging from restaurants to airlines [2] — to temporarily suspend some or all of their personnel. Those
workers then see a reduction in their income, and any unemployment benefits they receive are often lower
than their salaries. This then further reduces their ability to consume, leading to even lower production
rates.

The Long Road to Recovery
The new measures now being rolled out by Europe's largest economies are meant to break this vicious cycle,
but the negative impact of the outbreak in the economy will still be felt. Many European companies, ranging
from airlines to carmakers, have recently announced significant losses and temporary suspensions of their
activities due to quarantine measures introduced by governments across the Continent. Europe’s largest
carmaker Volkswagen, for example, announced on March 17 that it will shut down its factories in Europe for
at least the next two or three weeks. Meanwhile, in Spain (which has implemented some of the strictest
quarantine measures), some 100,000 workers have been suspended in recent weeks. 

It could take weeks, if not months, for the impact of France, Germany, Spain, the United Kingdom and Italy's
new relief measures to be fully realized in their economies. In the meantime, many businesses across the
Continent will go bankrupt, while others may be forced to permanently lay-off some of the workers they've
suspended. This suggests that Europe will feel the economic impact of the coronavirus outbreak long after
the contagion itself is contained.

Referenced Content:
[1] what-coronavirus-crisis-means-europe-economy-eurozone-eu-covid19-tourism
[2] europes-tourism-industry-confronts-unwelcome-visitor-covid-19-coronavirus-italy-spain-france-greece
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