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To all of our clients and the local business 
community
San Juan, Puerto Rico, March 24rd, 2020

E C O N O M I C  I M PA C T  O F 
C O V I D -19 I N  P U E R T O  R I C O :

A  C H A I N  R E A C T I O N  T H AT 
R I P P L E S  T H R O U G H  T H E 
B U S I N E S S  C O M M U N I T Y



As a war-like measure, several areas of the economy of Puerto Rico have halted. The 
pause in the economy is strongly felt in the services sector, particularly, non-salaried 
workers and small and medium businesses. In this report, ABEXUS Analytics will provide 

readers with several scenarios on the impact of COVID-19 in the local economy, particularly 
if the Governor’s Executive Orders are kept in place for several weeks. We will also use our 
data engine -Khora- to constantly estimate and recalibrate the impacts for the potential loss 
of income for workers in the service industry. Readers must consider that the biggest hit to 
the economy- right now- is loss of income due to the artificially-created temporary layoffs, as 
a consequence of the government’s countermeasures. As institutions continue to monitor 
the development of Coronavirus, ABEXUS Analytics will continue to assess the economic 
effects, so that businesses could make informed decisions in this time of uncertainty. As new 
information arrives, we will keep our clients informed.

Like any other projection, our own forecast must be taken with caution. We strive for optimal 
results, but at the end, the estimates are just the reflection of a set of assumptions taken 
by our data scientists and processed through our data engine. To that end, we are a few 
steps ahead, since for the past months we have been creating a business-analytics algorithm 
which harnesses one of Puerto Rico’s most robust data infrastructure. We have been able to 
cover datasets ranging from household conditions, real estate market, to even small business 
perceptions on the economy, among hundreds of databases. All of them specifically targeted 
to describe the economy of Puerto Rico. 
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ABEXUS’ PERSPECTIVE
Multiple world-renowned firms have started to publish estimates on the potential economic impact 
of COVID-191 . Estimates, at least for the U.S. economy, vary between -2.1% to -4.3% loss in GDP growth. 
It is important for the reader to understand that these estimates differ from other forecasts, such as 
those performed to estimate the economic damages of a climatic or natural disaster. In such cases, 
the economic impact is contingent on the “physical” damage assessment in terms of infrastructure, 
repair costs and actual business losses. In the case of COVID-19, given the countermeasures enacted 
by the Government of Puerto Rico, the historic event provides an objective scenario in terms of the 
amount of time of business interruption. However, the medium and long-term effects are much more 
complicated due to a volatile international environment, including plummeting oil prices, a détente 
to globalization and a potential fall back to economic nationalism. In fact, during the past week the 
OECD published a report which forecasts global GDP growth at a meager 1.5%, substantially lower 
than the initial forecasts of around 3.0% prior to the virus outbreak.
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1 Oxford Economics, KPMG, McKinsey, just to name a few.



T  o provide our readers with a complete picture of our model, we partnered with 
a local epidemiologist who also operates a data analytics company for the health 
industry, The Outcome Project. The estimates from their leading researcher and 

epidemiologist, José Bartolomei, PhD2 . provided the basis for the long-term effects of 
the COVID19- pandemic. Dr. Batolomei provided all available data regarding COVID19- 
infections, mortality, and the virus’s growth rate forecast. This input was essential to estimate 
the longer-term effects. Nonetheless, our model assumes that government measures work 
and keep the virus spread at bay. None of our estimates consider a chaotic scenario. 
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“AS INSTITUTIONS CONTINUE TO 
MONITOR THE DEVELOPMENT OF 
CORONAVIRUS, ABEXUS ANALYTICS 
WILL CONTINUE TO ASSESS THE 
ECONOMIC EFFECTS, SO THAT 
BUSINESSES COULD MAKE INFORMED 
DECISIONS IN THIS TIME OF 
UNCERTAINTY.”

2José A. Bartolomei Díaz is a PhD in epidemiology and biostatistics. He is the founder and CEO of Outcome Project, a data 

science company whose mission is to improve decision making in the health industry by providing better, up-to-date data.



3Don’t forget tourism expenditures are exports.
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FIRST OF ALL...

First of all, let’s get something out of the way… asset markets are not the economy. Even 
more simply, if the S&P 500 Index drops 40%, such drop does not translate into a 40% fall 
in the economy. In fact, in terms of causation is the other way around. To keep ourselves 

focused, we will leave the above statement right there. On a separate note we can further explain 
the relationship of asset markets with the economy of Puerto Rico, but right now, let’s get to the 
main issue, The Coronavirus (COVID-19). 
As we venture ourselves into the realm of data analytics, we were able to simulate the economy 
of Puerto Rico using estimates on changes in total wages per industry. As noted in our results, 
effects are not uniform across all sectors. For instance, the tourism activity is suffering a severe shock, 
however, the health sector stands on the other side of the spectrum, with almost full capacity. To 
guarantee a methodological integrity, we estimated the adverse effects on tourism on a separate 
analysis3  using data from Puerto Rico’s Statistical Appendix on visitor spending. The timeline in 
which tourism is affected differs by scenario (explained below). As other vulnerable industries, the 
effects of a reduction in passengers, particularly after the impact on airlines, will last at least a year, 
even under our optimist scenario.  

THE MOST IMPORTANT

By using our algorithms, economic theory and applying data analytics 
techniques, we were able to categorize the economy into 20 industries. Once 
those effects were modeled, our system was able to estimate the loss of income 
for a whole year. To amplify the spectrum of our analysis, we developed two 
scenarios (A & B) to simulate the amount of time the outbreak permeates in 
the economy. Each scenario has a lower and upper bound. That is, the lower 
bound shows an hopeful outcome and the upper bound a gloomier estimate. 

• Scenario A: the economy suffers a drastic shock for the first month and 
continues with a medium-term effect in the following 5 months. Timeline of 
impact is 6 months. 

• Scenario B:  The economy suffers a less severe shock during the first 
month but accumulates acute effects for 3 consecutive months. An additional 3 
months of continued economic losses are considered assuming 25% or more of 
key industries are affected. The rippling effect would last an extra 9 months. The 
full impact under this scenario would therefore be estimated at a year, at least. 



* Both GNP estimates (scenario A & B) considers the effect that the total impact will have 
on imports and exports, as well as investments.

Source: Estimates by ABEXUS, LLC, US BLS; PR Planning Board, 2007 Industrials Multipliers
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Indicator
Scenario A
(1 month)

Scenario B
(3 months)

Total Impact

Lost salaries

Lost turism activity

Best Case Worst case Worst caseBest Case

ECONOMIC IMPACT OF 
COVID-19

INCLUDES DIRECT, INDIRECT AND INDUCED EFFECTS IN PR ECONOMY

SCENARIO A – POTENTIAL DROP OF 
1.7% IN GNP
SCENARIO B – POTENTIAL DROP OF 
4.1% IN GNP

$2,404,000,000 $5,863,000,000$2,989,000,000 $7,401,000,000

$525,000,000

$2,929,000,000

$820,000,000

$3,684,000,000

$971,000,000

$3,961,000,000

$2,740,000,000

$10,141,000,000

As noted in the estimates, the Tourism sector will 
suffer a profound shock. The loss estimates range 
from $525 million to $2.7 billion, depending on the 
selected scenario.
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BUT WHAT DOES 
THIS REALLY MEAN?
But what does $4 billion or $6 billion mean? Is that a lot? Well, in fact it is. Take for example 
the total value of SNAP or PAN (for its Spanish acronym) assistance in Puerto Rico, which 
usually adds to $2 billion a year. Or you could also compare it to Puerto Rico’s total budget, 
which is around $8.5 billion a year. If this is not compelling enough, you could isolate the 
economic impact, and estimate the actual loss in salaries per week.

The above means that for the first week of the Governor’s Executive Order, there is 
a potential loss in salaries of around $260.9 million. The simulation does not take into 
account potential economic stimulus measures taken by the local government or the 
federal government. 
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THE CUMULATIVE 
EFFECT WILL 
LOOK SOMETHING 
LIKE THIS… 



We all know there are strong 
economic effects associated 
with the countermeasures 

taken to control the spread of the virus. 
The question right now is how long the 
effects are going to last. In the economy, 
this is usually called uncertainty. Once 
uncertainty skyrockets, economic 
actors start to walk back as if they were 
performing MJ’s moonwalk. This causes 
both consumers and investors to hold 
up their investment or consumption 
decisions. Moreover, several small and 
large businesses will not be able to 
recuperate or sustain the economic 
hardship. 
Such potential closures are not only 
relevant because they add to the total 
amount of economic losses, but because 
they will probably leave an essential 
area of the economy unattended. For 
instance, if the main supplier of a pool 
cleaner closes, then the pool cleaner 
and most of its colleagues will also 
suffer a strong business interruption. 
One must not forget that everything is 
connected! Is not just the www or social 
media, in the economy the “network 
effect” is sometimes more dramatic. 
You will start to hear the words “supply-
chain” very so often, particularly due to 
China’s role in the global economy. But 
previous experiences have shown us 
that companies are able to find similar 
substitutes in the market, the question 

is, however, if such substitutes will be 
available this time. 
There is still a lot of time ahead of us, 
and government-led measures will 
continue to change as the global 
response to the virus changes. We will 
continue to publish weekly updates 
to our clients, as the external scenario 
changes. Things will change, and the 
measures taken are right on point. The 
issue at the moment, is how to adapt 
the economy to this new normal. Don’t 
forget that habits are sticky, particularly 
if performed on a daily basis. As 
consumers and businesses adapt to this 
new virtual environment and the Island-
economy is forced to a technological 
transition in just a few days, one can 
foresee structural changes in the work 
environments and other areas of the 
economy.  
As always, there are winners and losers, 
the performance and implications 
of COVID-19 will vary by industry and 
type of business operation. For serious, 
compelling and thoughtful market 
intelligence reach out to ABEXUS 
Analytics. We will help businesses 
connect the dots between the economy 
and their operations. www.abexuspr.
com Next week we will provide an 
analysis on the potential effects on 
inflation, which we anticipate, will 
climb sharply. 
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THE QUESTION 



The results are then modeled with the typical inter-industry relationships (using the 2007 Planning 
Board Economic Multipliers). For example, if we assume a loss of 50% in construction wages during 
the first month, then we must look for which areas of the economy support such industry, since their 
inputs, as well as their expenditures, will suffer a downward effect. Once we have the aggregate results, 
the Dollar value is deflated and compared with the rest of the economy. The economic impact was 
estimated in nominal amounts and in terms of real GNP.

Business size per number of employees:

1. Under 5 employees

2. 5-9 employees

3. 10-19 employees

4. 20-49 employees

5. 50-99 employees

6. 100-249 employees

7. 250-499 employees

8. 500-999 employees

9. Over 1,000 employees
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METHODOLOGY

The analysis was carried out using the QCEW data for employment, salary, and establishment information 
for the past ten years. To determine the impact by industry or industries with a reduced operational 
schedule, the Executive Order from the Governor of Puerto Rico, and other state-issued memorandums 
were reviewed. All other industries were assumed to cease operations for two to four weeks depending 
on the scenario. Furthermore, all industries were assumed to have some impact or some degree of 
business interruption during the following months. It is almost inevitable that the crisis will change future 
expectations of economic actors.  
The impacts differed by industry and by size of establishment. It was assumed that smaller businesses 
would receive the brunt of the impact. This impact was estimated as lost wages by workers.  

Selected Industries:

1. Agriculture, Forestry, Fishing and Hunting
2. Mining
3. Utilities
4. Construction
5. Manufacturing
6. Wholesale Trade
7. Retail Trade
8. Transportation and Warehousing
9. Information
10. Finance and Insurance
11. Real Estate and Rental and Leasing

12. Professional, Scientific, and Technical Services 
13. Management of Companies (Holding Companies)
14. Administrative  and  Support and  Waste   
 Management and Remediation Services 
15. Educational Services
16. Health Care and Social Assistance 
17. Arts, Entertainment, and Recreation
18. Accommodation and Food Services
19. Other Services
20. Unclassified



*The analyses presented along this report are preliminary and do not constitute an opinion from ABEXUS, LLC. or any of its affiliates/

associates. The information is intended to illustrate industry stakeholders on market dynamics, aggregate comparisons and scenarios 

used for business development. This document does not constitute an official industry report or an industry feasibility analysis. 

ABEXUS LLC. make no warranty, express or implied, to any third party with respect to the information contained herein and expressly 

disclaim any such representations or warranties. ABEXUS, LLC. relied upon preliminary information and case-specific information 

provided by government statistics and other industry data sources. As such, ABEXUS, LLC. has made certain assumptions that 

may materially change in time. ABEXUS, LLC. do not accept any duty or responsibility to any reader or recipient of this document, 

whether in contractor tort, and shall not be liable for or in respect of any loss, damage (including without limitation consequential 

damages or lost profits) or expense of whatsoever nature of such third party that may be caused by, or alleged to be caused by, the 

use of this document or that is otherwise consequent upon the gaining of access to this document by such third party. ABEXUS, 

LLC. do not undertake any duty to update the information contained herein. ABEXUS, LLC. takes no responsibility for the accuracy 

of the data published by government sources. 

All rights reserved. Reproduction and dissemination of material in this information product for educational or other non-

commercial purposes are authorized without any prior written permission from the copyright holders provided the source is fully 

acknowledged. Reproduction of material in this information product for resale or other commercial purposes is prohibited without 

written permission of the copyright holders. Applications for such permission should be addressed by email to info@abexuspr.com  
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