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Whitepaper

COVID-19: PROSPECTS
OF ECONOMIC RECOVERY
AND SUPPLY CHAIN
DIVERSION
OVERVIEW
In a previous issue, we analyzed the prospects of resuming operations
amid the pandemic with three baseline scenarios: (1) countries with
stringent counter-measures, whose daily new cases steadily near zero,
(2) countries that, successfully or not, attempt to keep the spread from
overwhelming their health care capacity, and (3) countries that, owing to
economic vulnerability, cannot enforce the essential counter-measures
consistently. Based on the most likely development of the spread in
each of the baseline scenarios, we analyzed a wide range of risks or
challenges that would occur once operations resume. However, an indepth examination of the economic and operational challenges that in
the short- to the long-term ― or even the foreseeable future ― was
still pending.
In this delivery, we will first outline the major developments since the
last publication, with an emphasis on prospects of vaccine development,
approval, and distribution in the medium- to long-term. Second, we will
differentiate between the pandemic’s direct economic and operational
impacts (production disruption, unemployment, lower domestic demand,

budgetary constraints, oil crisis) and other converging factors. Belonging
to the latter, the ongoing tensions between the U.S. and China will be
a focal point. Regarding this, the upcoming U.S. presidential elections
will highly likely be of significant relevance, both in the economic and
operational realms.
As a result of the mutual influence of the pandemic’s direct economic
and operational impacts and other converging factors, we will analyze
a number of developing trends: the consistently weakening of the U.S.
dollar, the re-allocation of assets (particularly towards precious metals),
attempts to reduce dependence on Chinese supply chains, and disputes
over labor force in the Asia Pacific. All these trends will likely have a
decisive influence on the prospects of economic recovery worldwide.

RECENT DEVELOPMENTS

While the Americas remains the most affected region, with about 52%
of the confirmed cases, relapses are being reported elsewhere. Europe,
particularly France and Spain, is becoming a source of concern because
of consistent growth in daily new cases. There is a credible risk that
seasonal influenza will increase hospital occupancy as the winter season
nears, thereby bringing further constraints on some countries’ health care
systems within the region. In addition to higher hospital occupancy, there
is also a credible risk of stricter social-distancing measures, including
region-wide or city-wide “lockdowns,” in the short- to medium-term.
Even though some countries in Asia and Oceania had spearheaded
effective counter-measures, clusters and even resurgences in daily
new cases have been reported. After having the outbreak under relative
control, South Korea observed a second ascending curve in daily new
cases. The curve shows signs of declining, but still nears 250 new cases
per day. In early August 2020, New Zealand reported the first local
COVID-19 transmission in 102 days, which led to rapid stringent social-
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As of the time of writing, the global seven-day moving average of daily
new cases shows signs of stabilization but keeps ranging between
200,000-300,000 new confirmed infections per day. Even though the
U.S. remains the most affected country, with about 23% of the confirmed
cases, the country’s seven-day moving average of daily new cases is
likely following a descending trend. Tropical systems are likely to result in
evacuations and sheltering, where social-distancing measures are more
difficult to implement. As a result, cases, particularly in states along the
Gulf of Mexico, are likely to grow in the short to medium term.
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distancing measures in Auckland. India keeps observing consistent
growth in daily new cases, with a seven-day moving average of nearly
75,000 new confirmed infections per day. Thus, India has now become
the second most affected country in the world.
With critically low testing rates, cases of COVID-19 are highly likely going
underreported across many areas of Africa and the Middle East. Experts
point that the outbreak is still in an expansion phase in Africa, whereby
most countries in the continent report growth in daily new cases. Due
to political instability and prospects of intensifying migratory processes,
importation of cases will highly likely exacerbate in destination countries
in the long term. Mali, Iraq, Syria, and Lebanon are some of the countries
experiencing episodes of instability and a faster spread of the disease.

BASELINE SCENARIOS

In broad terms, countries in the first baseline scenario tend to resume
operations earlier, even if many or most of the counter-measures remain
in place. As operations resume, economic recovery is more likely in the
medium- to long-term. Two reasons can be argued for this medium- to
long-term economic recovery prospect. First, countries in this scenario
are still vulnerable to the appearance of clusters; likewise, resumption
of economic activity is vulnerable to the appearance of clusters for the
duration of the pandemic. For instance, on August 12, 2020, Auckland,
New Zealand re-instated stringent social-distancing measures, banning
large gatherings, requiring non-essential businesses to shut down, and
asking residents to stay at home. Before this, New Zealand had gone
102 days without recording a locally transmitted case of COVID-19, one
of the very few countries to reach this milestone. Second, the economic
recovery of a country still would depend on the recovery of its strategic
trade partners. For instance, New Zealand’s main export destinations
are China (24%) and Australia (15%). Even if New Zealand’s domestic
market remains relatively stable, the country’s economic performance
would still considerably depend on demand from China and Australia ―
and ultimately their success in containing the spread.
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In our past delivery, prospects of resumption of operations were analyzed
according to three given baseline scenarios. The three baseline scenarios
are (1) countries with stringent counter-measures, whose daily new
cases steadily near zero, (2) countries that, successfully or not, attempt
to keep the spread from overwhelming their health care capacity, and
(3) countries that, owing to economic vulnerability, cannot enforce the
essential counter-measures consistently.
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These issues tend to aggravate in countries that fall in the second
and third baseline scenarios. As for countries that, successfully or not,
attempt to keep the spread from overwhelming their healthcare capacity,
economic recovery is only viable in the long term. These countries are
not only vulnerable to the appearance of clusters but also susceptible
to consistently-growing resurgences. For instance, after containing
the spread from May to July 2020, Spain began to observe a secondascending curve in daily new cases. In late August 2020, the seven-day
moving average of daily new cases was very close to the first crest from
mid-March. As of the time of writing, daily new cases in Spain suggest
having reached a second crest, but a relapse cannot be disregarded in
the short term.
Resurgences result in a loss of economic momentum, risking the
potential positive impact of financial stimuli. A further consideration in
this regard is that, even if financial stimulus is available, fiscal policies
tend to lose effectiveness in boosting growth in aging economies. Per
research by the International Monetary Fund (IMF), in aging economies,
where the ratio of people 65 and older to those between 15-64 is above
26.5%, fiscal stimulus is met with reduced potential growth. Growth is
inhibited by older age consumers, who tend to save rather than spend.
Even lower consumption rates induced by older age consumers result
in less private investment, and ultimately in stagnant or even declining
labor forces. Countries with the largest percentage of senior citizens,
according to data by the Population Reference Bureau (PRB), are
Japan, Italy, and Finland; the rest of the top ten countries with the oldest
population are also in Europe. Without a sufficiently large fiscal space
― to raise or lower taxes, without endangering debt sustainability or
access to capital markets — the economic impact of the pandemic in
these aging economies could last longer than expected.
Countries that fall in the third baseline scenarios are unlikely to recover
economically in the foreseeable future. First, the outbreak in these
countries is likely to extend in the long term, with high numbers of
confirmed daily new cases until preventative treatments are widely
available. Widespread economic vulnerability must be cited as the main
reason for unsuccessful containment of the outbreak among countries
in the third baseline scenario, although other pre-existing conditions
and, arguably, mismanagement can be cited as decisive in this regard
too. For instance, in Mexico, where around 40% of the population
suffers from poverty and resorts to informal economic activities, socialdistancing measures are very difficult to be consistently implemented
for a prolonged time, particularly outside of urban areas. As a result, the
outbreak will likely keep disrupting procurement, production, distribution,
and services in the long term, overall hindering economic recovery in
the foreseeable future. Second, the pandemic in these countries has
met with pre-existing economic issues. There are at least two preexisting economic issues that countries in the third baseline scenario
tend to have in common. In general, these countries are over-reliant on
remittances ― once again because of economic vulnerability ― and
have lower levels of economic diversification.
Regarding remittances, East Asia and Pacific regions remain a concern.
In April 2020, the World Bank forecasted that remittances for these
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regions would fall about 13% due to global job losses. Some countries,
such as the Philippines, anticipated a 20-30% decline in remittances
through 2020. This source of income, on which households are
considerably dependent on for buying essentials, represented 10% of
the Philippines’ 2019 GDP. While the pandemic has already impacted
remittances, with an additional impact to be expected beyond 2020,
further pressure is likely to keep building up in the long term as
countries ― particularly in the Persian Gulf ― move towards a reduction
of demographic imbalances to allegedly shield its citizens from
further impacts.
Regarding lower levels of economic diversity, the pandemic has
proven that less economic diversification tends to render countries
more vulnerable to an economic downfall, all the more amid an
unprecedented crisis such as the one that COVID-19 has triggered.
Distortions in the global crude oil market have stressed how overly
reliant some countries are on single sources of revenue, even if such
remains one of the most exported products worldwide. According to a
study by Bloomberg, Brunei, Kuwait, Libya, Republic of Congo, and
Saudi Arabia were among the most dependent countries on oil exports
as a percentage of their 2018 GDP. Many of the oil over-reliant countries
belong to the Organization of the Petroleum Producing Countries
(OPEC). For instance, Nigeria, which, according to the OPEC, depends
on oil and gas for about 10% of its GDP, has had to amend its 2020
budget, as prices per barrel crashed. Oil in this country constitutes
nearly 50% of the fiscal revenue, thus significantly constraining the
public budget. Combined with increased health expenditure amid the
pandemic, budget constraints will likely lead to further tax raises, not
to mention higher debt. With already 48% of its population living in
conditions of extreme poverty, expenditure cuts, and higher debt will
highly likely further increase extremely poor segments of the population,
overall deteriorating Nigeria’s prospects of recovery in the foreseeable
future significantly. In addition, expenditure cuts and higher debt would
likely make it more difficult to create investment plans, which ultimately
will turn Nigeria even more dependent on its oil industry. For many
countries in this baseline scenario COVID-19 poses a catastrophic
economic risk.

DIRECT IMPACT AND CONVERGING FACTORS:
A DISTINCTION
In June 2020, the International Monetary Fund (IMF) noted that global
growth would likely decrease by 4.9% in 2020, noting that there was a
“higher-than-usual” degree of uncertainty around the forecast. The IMF
estimated that in advanced economies, growth would likely decrease by
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8%, whereas in emerging markets and developing economies, growth
would likely reduce by 3%. Independently of a definitive measure of
its impact, it is clear that the pandemic has already had economically
devastating consequences across the world. A chain reaction was
caused by the disruptions to the procurement, production, and shipping
of products in addition to substantial impacts on a wide range
of services.

The economically damaging chain reaction that COVID-19 triggered
has also significantly impacted oil, which still plays a major role in global
trade. Amid multi-industry disruptions, oil demand plummeted to historic
levels. Despite a so-called ceasefire to the price war in the global oil
industry, agreed by the OPEC+ on April 12, 2020, weak demand and
storage concerns still drove U.S. West Texas Intermediate’s (WTI) to
unchartered territory. On April 20, 2020, contracts of WTI for May 2020
traded and closed in negative territory. A number of factors, including
insufficient storage, contributed to this outcome in the futures market.
Throughout the year, oil prices have mainly fluctuated according to
prospects of COVID-19 treatment development and the resumption of
economic activity. Even though crude oil traders are likely becoming
progressively less pessimistic, as both WTI and Brent Crude have
followed an ascending curve in prices since late April 2020, oil prices will
likely remain sensitive to infection upsurges, restrictions to international
air travel, and de-escalation of social-distancing measures. In the
medium to long term, oil traders are more likely to start pricing in the
likelihood of a longer, more uneven recovery from the pandemic. Yet,
sectors such as the air travel industry are unlikely to recover in the long
term, which will likely keep demand for energy sources at lower levels.
The COVID-19 pandemic came at a time of heightened tensions
between the U.S. and China, which are engaged in long-running trade
disputes. Concerns over the origins of SARS-CoV-2, as well as the

Thaiview // Shutterstock.com

It is of utmost importance to make a distinction between the direct
impact of the pandemic and the converging factors that have contributed
to the looming forecasts by the IMF. The pandemic’s shifting patterns
across regions and its unprecedented impact on global supply
chains have pushed companies to reduce costs. Consequentially,
unemployment rates began to soar to historic levels worldwide, and
consumption rates did not take long to fall accordingly. In an attempt to
counter the economic impact of the pandemic, more resilient economies
have responded with financial support. However, in light of higher public
debt, it remains unclear if stimuli will be sufficient to weather the storm,
particularly if the pandemic is to extend well beyond 2021. As a result
of higher unemployment rates and lower consumption, tax revenue
and public budget will likely decrease considerably beyond 2020. In
developing countries, the impact will likely be more profound. Lower tax
revenue will likely hinder development in the long term. Simultaneously,
investment is unlikely to rebound as long as the pandemic continues
fostering uncertainty. By the time investment is found once again
appropriate, these countries will likely have missed the opportunity
to build their attractiveness, while investors will likely move into more
appealing and already developed markets perceived as lower
risk destinations.
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initial management of the outbreak in Wuhan, have only exacerbated
the pre-existing tensions between the U.S. and China. On July 4,
2020, President Donald Trump went to the point of stating that “China’s
secrecy, deceptions, and cover-up” had enabled the pandemic. U.S.
intelligence reports, cited by the New York Times on August 19, 2020,
concluded that officials in Wuhan tried to hide information from China’s
central leadership for fear of reprisal. Even if this new assessment likely
does not contradict Trump’s criticism of China, it does add perspective
and layers of complexity to the COVID-19-related tensions between
both nations.
The U.S. and China will likely keep engaging in tit-for-tat sanctions in
the long term as both parties have manifested their interest in sticking
by this dynamic. While most sanctions revolve around technology
(manufacturing, infrastructure development, software, use of data,
and rare earths supply), Hong Kong’s national security law ― effective
since June 30, 2020 ― has also become a matter of dispute. In this
regard, alignment between some traditional U.S. allies keeps gaining
traction. For instance, the UK reversed a decision to allow Huawei a
role in building its 5G telecom network, and it also condemned moves to
“undermine democracy” in Hong Kong. Set for November 2020, the U.S.
presidential elections remain a focal point in the bilateral relationship
since a transition in power has the potential to alter the country’s foreign
policy on the dispute with China.

THE U.S. PRESIDENTIAL ELECTIONS
Even though the U.S. presidential elections are prone to speculation, a
brief revision of both candidates’ foreign policy milestones would likely be
a reasonable approach to the matter. The following are some of Donald
Trump’s foreign policy milestones:
• In January 2017, in his inaugural address, Trump announced
an “America first” approach to foreign policy and trade, aiming at
reducing the country’s trade deficit and rebalancing burden-sharing
within alliances.
• In May 2017, the U.S. Trade Representative notified Congress of
its intent to “modernize” the North American Free Trade Agreement
(NAFTA); an agreement was reached in September 2018.
• In December 2017, Trump’s administration broke with the
traditional U.S. policy on the Israeli-Palestinian conflict by recognizing
Jerusalem as Israel’s capital.
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• In December 2017, the federal administration released a series of
strategy documents highlighting China and Russia as major strategic
competitors.
• Between March-April 2018, Trump announced the imposition of
tariffs on foreign-made steel and aluminum, citing national security
concerns.
• In May 2018, the U.S. withdrew from the Joint Comprehensive
Plan of Action (JCPOA), informally known as the Iran nuclear
agreement; sets of sanctions on Iran were imposed with the
withdrawal.
• In June 2018, the U.S. announced it would withdraw from the UN
Human Rights Council, citing a “chronic bias against Israel” and the
human rights abuses in Venezuela and China.
• In May 2019, the U.S. raised tariffs on USD 200 billion (CNY 1.37
trillion) worth of Chinese goods, going from 10-25%.
• In July 2020, the Chinese Consulate General in Houston, Texas,
closed following a U.S. order based on espionage concerns.
Even though candidate and former U.S. Vice President Joseph Biden
did not have such a direct impact on foreign policy during his tenure
― compared to that of an actual president ― he has a decade-long
experience in the Senate Foreign Relations Committee. It can also be
contended that Biden became one of the core foreign policy advisers
to President Barack Obama. If Obama’s foreign policy milestones
should be taken as reference for Biden’s potential stance, the following
highlights should be named:
• In January 2009, Obama signed an executive order to close the
U.S. military prison at Guantanamo Bay within one year.
• In April 2010, the Strategic Arms Reduction Treaty (START) was
signed to reduce the stockpile of nuclear weapons by the U.S. and
Russia.
• In March 2011, the U.S., the UK, and France attacked Muammar
Gaddafi’s forces in Libya to enforce an UN-mandated no-fly zone.
• In December 2011, Obama formally declared the end of the U.S.
role in the Iraq war.
• In February 2012, Obama signed an executive order freezing
assets of the Iranian government held within the U.S. due to
“deceptive practices.”
• In March 2014, Obama called for economic sanctions against
those responsible for the Russian intervention in Crimea.
• In June 2014, an Islamic State-led insurgency prompted Obama’s
administration to send armed personnel to Iraq.
• In December 2014, Obama declared “the end of the combat
mission in Afghanistan.”
• In January 2016, an agreement with Iran to prevent the
acquisition of nuclear weapons was reached, the JCPOA.
• In April 2016, Obama suggested that Brexit could put the UK at
“the back of the queue” when negotiating trade deals with the U.S.
• In December 2016, the U.S. abstained from voting in a UN
Security Council resolution that declared Israeli settlements in
Palestinian territory illegal; previously, the U.S. vetoed bills involving
similar decisions.
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• In December 2016, Obama placed sanctions on Russia and
expelled Russian diplomats as a response to a cyber-attack against
the Democratic National Committee.
Neither Trump nor Biden can be expected to act identically in the
foreseeable future since circumstances will inevitably vary compared
to previous years. Even if the proclivity for a more diplomatic or
cooperative approach could be assessed from one or another
administration, the relationship with China will likely remain a central
feature of either candidate’s foreign policy. The escalation of U.S.China tensions observed since at least 2019 has already reached a
point where both parties are likely to remain assertive in the long term.
In this context, companies, particularly those in the technology sector,
should expect further restrictions and tariffs between China and U.S.
allies in the long term. Australia, Canada, the UK, and New Zealand
are the most likely U.S. allies in the long term ― the Five Eyes (FVEY)
― at least in terms of national security and intelligence cooperation.
Heightened scrutiny on Chinese manufacturing, infrastructure
development, software and use of data, and rare earths supply control,
all based on national security concerns, can be expected from the
cited nations in the long term. Retaliatory measures from China can be
expected as a result.

COMBINED EFFECT: HOW WILL SUPPLY CHAINS
REACT?

Since China’s pivotal role in global supply chains mostly owes to its large
pool of inexpensive skilled labor, vast domestic market, and efficient
logistical infrastructure, the most likely alternative to China would likely be
Southeast Asia. The ten-country Association of Southeast Asian Nations
(ASEAN), with a combined population of some 650 million, is collectively
the world’s fifth-largest economy. Countries such as Vietnam had already
been investing heavily in economic infrastructure to further attract
investors. Also, in Vietnam, labor is about 50% cheaper than in China.
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Lasting tensions between the U.S. and China are already having an
impact on supply chains. Due to heightened uncertainty, triggered by the
pandemic and exacerbated by the converging tensions, 80% of sectors
globally are recalibrating their operations in some fashion, according to
an analysis by Bank of America’s Global Research. Even though a socalled “decoupling” from China is highly unlikely in the long term, as it is
substantially costlier for most sectors, companies are seeking to mitigate
the risk of over-reliance on China. Bank of America further points to an
accelerated pandemic-induced shift toward the “re-shoring” of
supply chains.
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With a growing youth consumer base and increasingly skilled
and efficient workforce, Vietnam will likely receive significant U.S.
private investment in the long term, even if it is yet incapable of fully
accommodating U.S. companies long based in China. Further pointing
to the prospect of ASEAN becoming a focal point of the supply chain
“re-shoring,” Vietnam’s National Assembly approved the EU-Vietnam
Free Trade Agreement (EVFTA) in June 2020. Considering that in
March 2019, the European Commission (EC) had already expressed
its concerns of “lack of reciprocal market access” in China for European
companies, the EVFTA suggests that the EU will likely keep attempting
to relocate some manufacturing capabilities from China to Southeast
Asia in the long term. Major economies are increasingly likely to seek
ways of increasing their influence in ASEAN. Thus, tensions between
China and U.S. allies are likely to revolve around ASEAN’s labor force in
the long term. As for companies already operating in ASEAN countries,
labor and foreign investment reforms are likely in the long term, as the
relocation of some manufacturing capabilities further gains traction.
Another indicator pointing to the prospect of increasing tensions
over Asia is that, on August 26, 2020, the U.S. blacklisted one of
China’s largest construction companies and its subsidiaries, China
Communications Construction Co. (CCCC), among other Chinese
state-owned companies. The action barred them from receiving U.S.
exports without a license in addition to forbidding travel to the U.S.
for some of their associates. Even though the U.S. has only recorded
approximately USD 5 million (CNY 34.2 million) in exports to the 24
blacklisted companies over the last five years, meaning the transactions
subject to the new rule are relatively limited, companies tend to avoid
conducting business with parties on the Entity List. Through these
sanctions, the U.S. is most likely seeking to hinder China’s inter-regional
connectivity in the long term, and ultimately its privileged access to
their supply chains. According to Eurasia Group, CCCC has 923 active
projects in 157 countries, out of which the most notable are Sri Lanka’s
Hambantota port and Pakistan’s Gwadar Port. CCCC is also involved in
the development of Italy’s Trieste and Genoa ports, where China is likely
attempting to increase its influence in the EU.

COMBINED EFFECT: HOW WILL FINANCIAL
MARKETS REACT?
Amid unprecedented uncertainty, financial markets have been significantly
sensitive to changes in the curves of contagion, the appearance of
clusters, and the imposition or easing of movement restrictions. On July
30, 2020, the U.S. was reported to suffer its sharpest economic downturn
since at least the 1940s in Q2 2020, as its GDP shrank 32.9% at an
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Metals have likely been observing such performance not only as socalled safe-havens but also because of prospects of industrial rebound,
particularly in the technology sector. On the contrary, the U.S. Dollar has
hit month-long record lows. By the end of July 2020, the U.S. Dollar had
its worst month in a decade against every major currency in the world.
On August 21, 2020, the U.S. Dollar gained against the Euro for the first
week since mid-June.
The first conclusion that can be drawn from these indicators is that,
even if currencies react positively to the resumption of manufacturing
and service sectors, investors seek the most consistent recovery in
trends of contagion. In fact, the U.S. Dollar reacted positively to its
modest recovery in both the manufacturing and service sectors after
the country showed signs of a declining trend in daily new cases. On
the contrary, confidence in the Euro is likely losing momentum, as some
countries within the bloc are observing consistent growth in daily new
cases. The U.S. presidential election is likely to weaken U.S. Dollar
leading to the short and medium-term strengthening of major alternative
currencies, such as the Euro and Yen.
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annualized pace. Ahead of this report, on July 21, 2020, gold soared to
a record-high value, unprecedented since September 2011, while silver
also surpassed a six-year high threshold.

In terms of U.S. Dollar performance through the rest of 2020, there
are two different positions. First, per open-source reports, major banks
are projecting U.S. Dollar to become stronger, at least compared to
other major currencies, based upon three reasons: (1) the U.S. lead
in global recovery, (2) easing of political risks after the elections, and
(3) relaxing of Quantitative Easing (QE) policies by the U.S. Federal
Reserve. Second, per open-source reports, market analysts point to
the U.S. Dollar losing market share, regardless of the outcome of the
U.S. presidential election, due to the following reasons: (1) growing
inequality rates, (2) higher risk of civil unrest, and (3) loss of momentum
in recovery despite stimuli.
We assess that the U.S. is unlikely to lead global recovery, even if it
plays a major role in developing, producing, and distributing a potential
treatment for COVID-19. Our assessment is based on the still high
seven-day moving average of daily new cases and, consequently,
its vulnerability to further resurgences, until treatment is widely
available. In this case, the U.S. role in global recovery would likely be
hindered by the urgency of facing its own domestic crisis. Additionally,
domestic political risks after the elections are unlikely to recede as high
unemployment rates lead to grievances over inequality. Geopolitical
tensions between the U.S. and China are highly unlikely to reduce in the
long term independently of the electoral outcome. Therefore, we assess
that the U.S. Dollar will likely remain weak beyond the presidential
elections. Yet, a “golden bubble” is being observed and, historically,
bouts for extremely high prices are followed by periods of low real
returns. With gold at all-time high levels, the fall is likely to be abrupt,
particularly once there is more certainty around treatment development,
production, and distribution.
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Should this be the case, a combined effect from U.S. Dollar and gold
trends can be expected on national reserves. Countries with the largest
U.S. Dollar reserves are China, Japan, Switzerland, Russia, and Saudi
Arabia. Countries with the largest gold holdings are the U.S., Germany,
Italy, France, and Russia. In light of this, countries with large reserves
of U.S. Dollars and gold are considerably less vulnerable to currency
devaluation in the long term, although fluctuations will most likely still
affect their currency value in the medium term. The cited trends in the
U.S. Dollar and gold are a more credible concern for countries with
not as large or balanced reserves, making them considerably more
vulnerable to currency devaluation in the long term.
The second conclusion is that even if a concrete impact is unlikely in
the foreseeable future, due to its liquidity capabilities, the U.S. Dollar
has likely weakened over the last months as an international currency
and risk-off asset, giving China a wider margin for maneuver to push
on the use of crypto-currencies for international transactions. In China,
Alibaba’s Alipay and Tencent’s WeChat Pay are already popular
payment methods, with mobile transactions accounting for 80% of every
payment in 2019. From a regulatory perspective, the emergence of a
digital currency would increase cash flow traceability and supervisory
structures, once widespread. Until then, China’s push will most
likely revolve around the digital Yuan to reduce transaction costs for
enterprises. Still, experts are skeptical whether the impact of the digital
Yuan would significantly spread around the world without official reforms
to relax the currency’s exchange rate conversion.
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About Pinkerton
Pinkerton is a global comprehensive risk and security management leader focused on delivering brains-to-boots
specialized solutions. With over 170 years of legacy, Pinkerton has built unparallel institutional knowledge, while
having sight into future risk businesses are facing.
We bring our agile, knowledge-based design — powered by our years of experience and expertise — to harmonize
strategy and tactical implementation services that address a total risk perspective. With our three-pronged approach,
we assess the risk factors you are facing today, design an effective solution that fits your unique needs, and can
deliver tactical services to assist you with execution — in a temporary to full-time capacity.
As a trusted partner, you can rely on our family of thousands of employees and connected partners across 100+
countries to support your risk management and security needs.
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