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The Pandemic and its Effect on the Economy

The effects on business will be felt as much locally
as globally.

The pandemic represents a unique event of our
time. It paralyzed the economy of the northern
hemisphere and then the southern hemisphere.
The effects vary according to the territory, accord-
ing to the degree of criticality recognized locally. A
downturn in the economy for more than eight
weeks, which could last for a few more months,
depending on the sector of economic activity, will
necessarily produce overall economic effects. Here
is a Canadian perspective on the possible effects of
this pandemic.

1. Households. They represent the benchmark
consumer unit. The period of inactivity at work will
lower the level of annual income. Despite the fi-
nancial compensation, the decrease in income and
the uncertainty linked to an economic recovery will
help to change purchasing behavior. We can first
expect a deferral of certain expenses for
thoughtful goods (furniture, appliances) and live a
little longer with current assets. More specifically,
we can assume:

a. A decrease in household income will be offset by
a greater decrease in spending. The cancellation of
trips, the postponement or cancellation of the pur-
chase of a house, the increase in the life of the
current vehicle and the rental of motor vehicles
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rather than the purchase will make a drain on the busi-
ness economics. Food will be cut from part of the family
budget, as will clothing.

On the other hand, we can envisage an increase in food
expenditure. We will also likely see an increase in sales
VitePouf and CarCostCanada, AutoTrader) and tradition-
al newspaper classified ads.

b. Financial stress and intense cohabitation can lead to
the emergence of critical situations. This can result in
breakdowns of households and splitting of households.
This situation has two other effects.

The first is the sale of the residence to resolve cases of
separation and financial stress. We can expect a buyer's
market and a real estate oversupply on the market.

The second also targets the real estate sector. Rather
than buying, we could favor the rental sector. Expect
some increase in the cost of rents and potentially addi-
tional sales of furniture and appliances.

Finally, for households, this is a situation of a financial
diet which will affect commercial consumption, travel
and which will cause a fall in the asset portfolio.

2. Retail Trade. It is certain that many will not survive.
The financial fragility of the majority of businesses will
favor another epidemic - that of bankruptcies. Already,
an estimated 30% of the number of retailers will not be
able to weather this crisis. The anticipated effects are as
follows:

a. Retail trade will shrink in practically every city in
Quebec. This contraction will generate a significant
increase in the vacancy rate.

b. The contraction will also have some positive
effect. Indeed, the commercial sectors marked by
market saturation will rebalance. For example, the
restaurant industry may experience a significant
drop in its workforce, both for freelancers and ban-
ners (including franchises and corporate stores).
But there will also be positive effects that will have
an impact on entry-level businesses, warehouse
clubs and used goods businesses.

c. Prices can be expected to rise during the eco-
nomic recovery. Long lead times, finance charges to
support scrapped assets and additional finance
charges to restart the business will justify a price
hike.

3. The Manufacturing and Agricultural sectors.
Financing costs and relative financial insecurity will
translate into higher financing costs, a correspond-
ing increase in interest rates and generalized infla-
tion. Moreover, recourse to public financing per
share could once again become an alternative to
the costs of financing conventional loan tools.

The contraction in the supply of Canadian manufac-
tured goods may emulate the use of imports. This
will fuel the balance of payments deficit.

The people who are crazy enough to think they can change the world are the ones who
do. Steve Jobs, business magnate, industrial designer, investor, and media proprietor. 1955 - 2011
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4. The Service Sector. A significant share of jobs
(estimated at 15%) seems to be able to be assigned
at home to carry out telework. This formula is neat,
but more experimented at present can suggest new
employment habits. This would reduce the need for
office space and reduce the cost of rent over time.

5. The Canadian Government. The cost of the vari-
ous financial rescue operations will eventually have
to be amortized. In addition to taxes on all catego-
ries of taxpayers, this amortization will require the
production of bonds to finance the catch-up. Here
too, the rise in interest rates will confirm the gravity
of the economic situation. Only an industrial and
agricultural upgrading strategy would generate new
revenue streams for the benefit of Canadians and
the government.

6. Real Estate. The housing contraction in the resi-
dential sector could find a counterweight in the
attraction of the rental sector. Faced with the per-
ceived difficulties of selling homes, renovation be-
comes a choice for many households. The risk of
inflation threatens this sector. Material costs are
rising, building contractors are enjoying a rising
market and can choose their projects. Not all pro-
jects can be completed immediately. There will thus
be significant delays in real estate deliveries, as
several contractors will also have suffered signifi-
cant financial losses.

7. Shopping Centers. Shopping centers are subject
to mortgage obligations so that they will have diffi-
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culty absorbing the batch of closings, bankruptcies
and departures of their tenants, not to mention the
requests for clarification of leases from the strong-
est tenants. Since their room for maneuver is lim-
ited, it would certainly be a relevant option to re-
view the value of their assets and opt for a reclassi-
fication of their assets. Already, the trend started

by some property owners which consists in studying
the advantages of mixed uses and transforming
their properties into multi-use projects.

8. The Cities. They cannot remain speechless in the
face of events that affect the basis of their local
economy. They must react: the commercial closings
that will affect the city centers represent an oppor-
tunity to re-script the commercial function and re-
value the place in a more studied manner. For ex-
ample, the misfortunes of
shopping centers can rep-
resent a suitable circum-
stance for downtown are-
as, which attracts banners,
franchises and corporate
stores to locate in the
downtown area. This would
help enhance their domi-
nant local commercial des-
tination.

The clothing sector pre-
sents interesting opportu-
nities for both parties. The
retailer benefits from an
already well-established
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customer base and the city center enhances its ur-
ban and regional reputation.

Ultimately, the pandemic creates dissonance in all
parts of the economy. Indeed, the economic reper-
cussions affect both the local and the global scale.
There will be a necessary adjustment period which
will break the current way of doing things. A new
economic logic will be necessary. This is called a
paradigm. The ways of operating yesterday no long-
er meet the new expectations of today. You have to
do it differently. For municipalities anxious to sup-
port their local economy, a commitment to the de-
velopment of the commercial framework is neces-
sary. A local economy is being built.
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