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Abstract

The rapid spread of COVID-19 throughout the world has caused
severe impact on global economic and trade momentum. According to the
forecast of IHS Markit in December, the global GDP growth rate in 2020 is
-4.0%, which 1s likely the worst economic recession since the Great
Depression in 1930. Using a Global Vector Autoregressive (GVAR)
analysis, this study examines the impacts of the COVID-19 outbreak in
Taiwan's Major Trading Partners, negative real output shocks on Taiwan
real GDP. The results show that negative impact on the real output declines
of Taiwan's Major Trading Partners on Taiwan real GDP under trade
linkage. When the US real GDP declines 1%, it has the greatest impact on
Taiwan real GDP, decline -0.64% in the current period, but the impact
period is relatively short, after the short-term (1-4 seasons), the shock is
significantly reduced. However the China real GDP declines 1%, it has a
relatively small impact on Taiwan real GDP, decline -0.29% in the current
period, but the impact period is relatively long, the shock is still significant
in the short to medium run. When South Korea and the ASEAN real GDP
declines by the epidemic, Taiwan’s real output has a positive effect in the
short run, mainly because the similar intermediate goods of Taiwan’s export
industry, which benefits from the transfer order effect.
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