A failed recovery by Guam means a return to 2020 – unemploys over 1 in 4 Guamanians and decimates quality of life
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What a year 2020 had been! It was certainly a year that brought many changes to lives in Guam and around the world, definitely a year that kept us busy, undoubtedly a year characterized by uncertainty and questioning, and surely a year that many, if not most, of us could not wait to end! We wish we could say that the COVID-19 pandemic of 2020 would instantly go away as the clock strikes midnight on New Year’s Eve but, from all indications at this time, the virus that has become our invisible enemy and which, to-date, has claimed 121 of our loved ones, will be joining us as we usher in the year 2021. We might take comfort and perhaps even claim victory against this enemy on account that a vaccine has become available in the past few weeks and several thousands of our local population have been immunized with the first of a two-shot application. We might even be leaving the danger zone that this enemy had pushed us into for months and entering the path toward normalcy, although it is not clear what the “new normal” would look like but it is comforting to know that we have the capacity to create this “new normal”. As we continue to speculate as to what our near future, i.e., the year 2021, and our distant future would be, it is clear how the year 2020 and the COVID-19 pandemic have impacted many aspects of our lives. This report focuses on how the pandemic has impacted our economy. For many years and certainly in recent years, Guam’s economy was barely able to maintain its size, with economic growth averaging close to zero as some years posted small positive growth while more recent years posted negative growth, for example, - 0.3% growth in 2018, the last year when official data is available. The 2019 Guam Economic Report predicted a zero economic growth for Guam for the year 2019, a year when the tourism industry was setting new records in visitor arrivals and spending. Then the pandemic came in mid-March 2020, which impacted our economy in the following ways: Our tourism industry was decimated, with 76% less visitors coming to Guam during January-October 2020 compared to the same period in 2019. Less visitors to Guam in 2020 meant less spending, income, jobs and tax revenues for our economy, with our estimate showing a loss of $1.38B of local income and spending. More than $1.6B of U.S. Federal Government pandemic assistance was infused in our economy, more than enough to offset the estimated loss of $1.38B reported above. Not counting the Federal funds that were transferred to local families and businesses and just looking at their drastically lower incomes this year, one would expect households and businesses to cut back on their spending (Keynes' theory of consumption). By how much would be difficult to say since, to-date, there is no official measure for this negative effect. Consequently, we had to use our best judgement in this report to estimate that, compared to 2019, household spending in 2020 was probably 30% to 50% lower and business spending 50% to 70% lower. We believe these assumptions to be as realistic and as educated a guess as possible. With a few more assumptions, we estimated Guam’s economy in 2020 to have declined by -0.7% (best scenario) or -18.9% (worst scenario) compared to 2019. In the absence of the $1.6B U.S. Federal Government pandemic assistance to Guam in 2020, the scenario would be expectedly worse, as our economy in 2020 would have declined at the range of 42% to 49% compared to what it was in 2019. This would be worse than the 25% decrease in the U.S. economy during the Great Depression years between 1929 and 1933. The official unemployment rate for Guam was 17.3% for June 2020. For comparison, our own estimates for unemployment year-to-date (January to October 2020) were 19.8% using one approach and 26.6% using another approach.
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