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Coronavirus - The Decline Of New Cases Continues - Economic
Ripples Begin To Emerge

China is making more progress in the fight against the novel coronavirus while other
countries see increased problems. Meanwhile the global economic damage that the
epidemic causes is slowly coming into view.

In our last discussion of the Coronavirus epidemic in China we criticized a statistical
change made by the Chinese authorities:

The Chinese government has added a new category of infections to the
total number of COVID-19 cases. So far there were two published
categories. 'Suspected cases', which were people who may have come in
contact with the virus and showed flu symptoms, and 'confirmed cases' of
patients who fell ill and where the virus was found during tests. Now
people who show signs of pneumonia will be added to the confirmed
COVID-19 cases even when the tests do not find the nCov19 virus in their
body.
...
The new count will thereby include a lot of people who simply have a
common flu. That seems to make little sense.

Those who had fallen into the new category had a death rate that was much smaller
than the original COVID-19 cases. That proved that a simple diagnose of pneumonia
is not a reliable indicator for a nCoV19 virus infection.

Yesterday the Chinese authorities reversed their position. 'Clinically diagnosed' cases,
people with only signs of pneumonia, are no longer included in the published
numbers. This led to a drastic fall in new cases reported yesterday.
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The data reported today showed a drastic increase in cases as two prisons, which had
for some reason never reported any cases, were suddenly included with a total of
some 500 new confirmed and suspected cases. The communist party manager of at
least one of the prisons was immediately removed from his job.

The general trend of newly confirmed or suspected cases has been going down since
February 5. The number of remaining confirmed cases has started to sink as there are
now less new patients per day than recovered ones. China's rigorous handling of the
outbreak, after a too slow start, is a great success. There will be at times new clusters
suddenly emerging like the two prisons today. But a greater catastrophe has been
avoided.

The total numbers as reported by China today:

As of 24:00 on Feb 20, the National Health Commission had received
75,465 reports of confirmed cases and 2,236 deaths in 31 provincial-level
regions on the Chinese mainland and the Xinjiang Production and
Construction Corps, and in all 18,264 patients had been cured and
discharged from hospital. There still remained 54,965 confirmed cases
(including 11,633 in serious condition) and 5,206 suspected cases. So far,
606,037 people have been identified as having had close contact with
infected patients. 120,302 are now under medical observation.

While China has done a good job, at an enormous cost, to contain the outbreak,
others are far less efficient. Japan has created a mess when it quarantined the cruise
ship Diamond Princess in Yokohama with 3,700 passengers and crew members on
board. Originally there were ten cases on board. Now 634 on board have tested
positive for the virus.

Dr. Kentaro Iwata, an experienced specialist for infectious diseases, visited the ship
under some difficulties. He has reported that there were no significant isolation
measures taken on board of the ship. There were no safe areas. Infected and
uninfected people mixed during meals. After the visit the doctor put himself under
quarantine and recorded a video with his findings.

It seems that Japan's feared bureaucracy has handled the issue without the advice
from any specialist. Cruise ships are perfect to spread diseases. They have central air
condition and central septic systems that can spread viruses to every room on board.
There are many places on board which are commonly used. The crew is usually
housed in less than perfect conditions. Any suspected cases should have been taken
off board immediately. But these were simply told to stay in their cabins which they,
of course, did not do.

The Japanese military has some troops working on the ship but they are only now
taking protective measures which are still less than sufficient:

About 50 staffers from the Self-Defense Forces are working on the vessel
to examine the passengers, disinfect cabins and transport patients. The
ship was quarantined for two weeks off Yokohama on Feb. 5 to prevent
COVID-19 from spreading in Japan.

Those handling medicine are now required to wear masks,
gloves, gowns and hair caps, ministry officials said.
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At a news conference, Kono admitted that the Defense Ministry applied
the standards — which are higher than those in use by health
ministry officials working on the vessel — after viewing a video
from the ship posted by Dr. Kentaro Iwata of Kobe University Hospital,
who joined the disaster-relief team as a veteran infectious disease
specialist.

On Wednesday 500 Japanese passengers who had tested negative were let go from
the ship without further measures. But many of them will carry the virus as more new
confirmed cases from the ship still appear daily. These people should have been
further isolated. Letting them leave without such measures guarantees that new
outbreaks will soon appear throughout Japan.

This situation might have developed due to political pressure. Japan is supposed to
hold the summer Olympics later this year and it may have wanted to avoid bad
headlines. To me it seems that there will be no Olympics this year and that Japan's
Prime Minister Shinzo Abe will soon hear some harsh public criticism.

Another big clusters established itself in Daegu, South Korea, where people from a
Christian sect infected each other during mass. There are currently some 130 such
cases and some 70 more spread elsewhere in South Korea.

Iran has a smaller cluster in Qom with 14 cases. It closed all schools and seminaries
and suspended religious gatherings in the city. Other countries report single new
cases or small clusters. This will continue as the disease races around the world.
Large new outbreaks will appear in those many countries which have less than perfect
medical systems or where the authorities want to suppress news of a smaller
outbreak.

In the Ukraine rioters had to be brought under control when they protested against
quarantining evacuees from China near their villages.

The economic ripple effect of this epidemic and of the enormous quarantine in China
will be huge. It will be felt everywhere but especially in highly developed industries:

The impacts on China both intrinsic and psychological are still vastly
under estimated. This is the largest containment/effective imprisonment
via quarantine of human being in world history. People are assuming no
ripples from that.

The biggest factor that's not understood is the non linearity of supply
chains. A two week total shut down *does not* mean a two week delay in
products to consumer. This is very different from the tariff impacts, where
pricing was adjusted.

A single component missing in a 500+ part product means all levels of
production are moot. Autos and consumer electronics are obvious
examples. We have heard from multiple auto players and Jaguar has
publicly stated they have sub 2 weeks of operating inventory.

Just In Time (JIT) production is a form of operational leverage. And like
all forms of leverage, there is a non linear downside effect. People are not
putting it together that this is a very big deal. It's not a 1 month hit. It's not
a 1 quarter hit. It's an annual hit *right now*.
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Some large factories which depend on parts from China will soon have to shut down.
Then their other suppliers will also have to cease production. The loss of income will
be felt throughout the local economies.

The effects of the epidemic may well lead to an end of the globalization of production
processes. Companies will go back to buy locally to be as unaffected as possible from
similar future incidents. This might well be the most positive long term outcome of
this epidemic.

Posted by b on February 21, 2020 at 17:36 UTC | Permalink

Comments

thanks b... it is fascinating your commentary towards the end of the article.. i suppose
these are some of the unforeseen consequences..

Posted by: james | Feb 21 2020 17:42 utc | 1

The effects of the epidemic may well lead to an end of the globalization of production
processes. Companies will go back to buy locally to be as unaffected as possible from
similar future incidents

which would seem somewhat contrary to OBOR thinking.

Posted by: john | Feb 21 2020 17:48 utc | 2

Can you comment more on the allegations that it is a weaponized virus, for example,
including strands of HIV?

Posted by: Jack | Feb 21 2020 17:53 utc | 3

We better hope this virus is worse in Asians and smokers, because with its
infectivity/virulence, it will swamp Western healthcare systems (if it's an equal-
opportunity infector). China hasn't collapsed its economy to stop a seasonal-flu-like
virus, or to win the world's praise. The 'nothing-sandwich' view that was appropriate
to SARS/Ebola/H1N1 is not borne out by the Chinese response.

Posted by: Demo | Feb 21 2020 18:01 utc | 4

Corona virus, SARS, swine flu, African flu, earthquake, flood, volcanism..... is it the
case that the Mandate of Heaven is withdrawn?

Posted by: Siotu | Feb 21 2020 18:05 utc | 5

97% of Antibiotics in the US are supplied by China.

Posted by: Linda Amick | Feb 21 2020 18:10 utc | 6

Some large factories which depend on parts from China will soon have to
shut down. Then their other suppliers will also have to cease production.
The loss of income will be felt throughout the local economies.

The ones who are insured won't be monetarily affected. The uninsured will. This may
trigger a bubble burst in the West, though.
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The effects of the epidemic may well lead to an end of the globalization of
production processes. Companies will go back to buy locally to be as
unaffected as possible from similar future incidents. This might well be
the most positive long term outcome of this epidemic.

Globalization had already halted after 2008. That was the material base for the so-
called "populist" rise in the Western Civilization. Populism is a symptom, not the
cause, of the halt of globalization.

That doesn't mean, though, the the western countries are heading towards socialism.
This is specially the case with the First World countries, which have powerful armies,
and thus can restore (at least in part) their economies through dispossession of the
weaker (Third World) countries. The working classes of the First World tend to
fascism, not socialism.

That's why China is countering the death of globalization with OBOR. For socialism
to rise, there needs to be world prosperity. If the pot is small, fascism will rise again.

Posted by: vk | Feb 21 2020 18:10 utc | 7

Single sourcing parts = single point of failure for the company. There are other issues
that come into play, company debt, which needs to be serviced unlike dividends
which can be cut and Factoring. Given all this aggressive fictionalisation within global
companys there could be "perfect storm" which could be a global crash for non-
finance and finance companys alike.

Posted by: TJ | Feb 21 2020 18:13 utc | 9

As already shown the West will be the biggest victims of there own exceptionalism. As
already shown they will not let themselves be quarantined to keep their neighbor
from being infected.
14 known infected people put on an aircraft of uninformed passengers of the situation
just so they wouldn't left behind. All for one and one for all , especially when the all
isn't told what the one is doing.

Posted by: Tobi | Feb 21 2020 18:19 utc | 10

@8 Perimetr

CFR ~2% seems to be the consensus ATM, however there are reports of reinfection
and ADE leading to worse symptoms, though it is too early to tell if it will push up the
CFR to any significant degree.

Posted by: TJ | Feb 21 2020 18:19 utc | 11

@ Posted by: TJ | Feb 21 2020 18:13 utc | 9

I agree with you on the financial part. Corporate debt has skyrocketed since the 2008
bail out. It's now bigger than public debt.

An interruption of production may pop this bubble, but the big crisis will be financial
in its epicenter, not productive. The key here is leveraging - which is so high that a
sneeze in the factories will result in a pneumonia in the financial sector (Wall Street
specially).
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Posted by: vk | Feb 21 2020 18:22 utc | 12

According to the WHO press briefings, those testing positive on board the Diamond
Princess were removed to hospitals. As of February 20'sbriefing, WHO staff were
saying that those released had to meet 3 criteria: no symptoms, negative lab tests and
no contact with anyone positive for 14 days. Mike Ryan and other WHO staff at these
briefings have repeatedly said that the cruise ship scenario is a familiar one thanks to
things like norovirus. Any positives were not only taken off the ship, but their close
contacts were quarantined. If what's here is correct, then Japan really has screwed up
and lied to WHO.

Posted by: Zee | Feb 21 2020 18:23 utc | 13
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