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Ç Russia experienced further military setbacks in Eastern Ukraine last week while speculation intensified as to President Putin õs health ( slide 6 ); energy and 

food commodity prices remain elevated compared to pre -conflict levels, although metal prices fell last week ( slide 8); meanwhile although Russiaõs ôcoreõ 

inflation rate has risen to above 20%, in other respects its economy is proving resilient (so far) to sanctions, and the rubl e is now stronger than it was before 

the beginning of the invasion of Ukraine ( slide 11 )

Ç The world -wide count of new Covid -19 infections rose last week, for the first time in seven weeks ( slide 14 ), reflecting increases in the US, Japan and 

Taiwan: however case numbers fell in Europe and, importantly, China (where harsh lockdowns nonetheless persist) ( slide 15 )

Ç ôQuantitative tighteningõ by the Fed and other central banks (though not the BoJ or ECB) is likelyto result in lower financial & real asset prices and a 

stronger US$ (against the yen, euro and emerging market currencies) ðand, to the extent that these re -inforce the consequences of ôconventionalõ 

monetary tightening, could result in policy interest rates rising by less than currently priced ( slide 42 ) 

Ç Consistent with that, the US$ reached a new 19½ -year trade -weighted high last week, despite a recovery in the yen on ôsafe havenõ flows (slide 48 )

Ç US consumer prices rose 0.3% in April, the smallest monthly increase since last August, resulting in a slight decline in the annual ôheadlineõ inflation rate to 

8.2%, from 8.5% in March (slide 60 )

Ç The main reason for the smaller rise in the CPI in April was a 2.7% fall in energy prices ðexcluding these and food prices (whi ch rose 0.9%), the CPI rose 

0.6% in April, cf. a 0.3% rise in March and in line with the average for the previous six months; some of the factors which a cco unted for the initial jump in 

inflation this time last year are now fading, but inflationary pressures are broadening ðitõs premature to conclude that inflation has peaked ( slides 61-62)

Ç The US Federal Government recorded a record monthly budget surplus in April, cutting the deficit for the 12 months to April to ôjustõ 6%of GDP (slide 67 )

Ç ECB President Lagarde appeared to indicate that the ECB could begin raising rates in July or August ( slide 76 )

Ç Chinaõstrade surplus widened to US$51.1bn in April from $47.4bn in May, but it is a sign of economic weakness (falling imports) not strength ( slide 84 ); 

meanwhile producer price inflation eased further in April and ôcoreõ annual CPI inflation dropped to 0.9%, the lowest in 12 mont hs (slide 85 ), but credit 

growth remained weak in April ( slide 88 ) and the yuan continued to fall ( slide 89 )

Ç Indonesiaõs GDP rose 0.9% in Q1 to be 2.2% above its pre-pandemic peak; the Philippinesõ GDP increased by 1.9% to be 0.2% above its pre -pandemic 

peak; and Malaysiaõs GDP expanded by 3.9% to be 1.6% above its pre-pandemic peak ( slide 99 )

Ç Bank Negara Malaysia became the fifth East Asian central bank to start tightening monetary policy, raising its policy rate by 25bo to 2.0% ( slides 109-110) 

Ç Brazilõsconsumer prices rose 1.1% in April, down from 1.6% in March, but pushing the annual inflation rate up to 12.1%, the highest since November 2003

(slide 127); meanwhile Mexicoõs centralbank raised its policy rate by 50bp to 7%, the 8 th increase since last June ( slides 126 and 128), while Peruõs central 

bank raised its policy rate by 50bp to 5%, the 10 th increase since last August ( slide 130 )

Ç This weekõs highlights include China April IP & retail sales, Japan Q1 GDP, US April IP & retail sales, Canada April CPI, Taiwan April export orders, central 

bank meetings in Thailand, Philippines, Sri Lanka, South Africa & Paraguay, and a G7 Finance Ministersõ & central bank Governorsõ meeting (slide 133 )  

Whatõs new?
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Russiaõs invasion of Ukraine

For more detailsé
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Russia outnumbers Ukraine in just about everything ðexcept courage and 
ômoral capitalõ ðbut that hasnõt given it the ôeasy victoryõ it expected

Note: GDP is in US$ at market exchange rates; ôAVsõ are armoured vehicles; ôRPsõ are rocket projectorsõ; ômilitary aircraftõ include a irplanes, helicopters, transports and tankers; 

ônaval assetsõ include aircraft & helicopter carriers, destroyers, frigates, corvettes, submarines and other vessels. Sources: IMF, World Economic Outlook database ; October 2021; 

Stockholm International Peace Research Institute, Military Expenditure Database ; Global Firepower, 2022 Military Strength Ranking . Return to "What's Newò.5
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Russian forces suffered further setbacks in Eastern Ukraine last week, but the 
Russian economy appears to be ôholding upõ in the face of sanctions

6

Ç Having failed to achieve its initial objective of capturing Ukraineõs capital Kyiv, and 

installing a ôpuppetõ regime there, Russia last month launched an intense assault on those 

parts of Donbas (Eastern Ukraine) which it didnõt occupy in 2014, as well as consolidating 

its control of much of southern Ukraine, especially along the Sea of Azov coast (the so -

called ôland bridgeõ to Crimea, which Russia also seized in 2014) 

Ç Over the past two weeks Ukrainian forces have pushed Russian forces out of Ukraineõs 

second largest city, Kharkiv, and surrounding areas, while Russian forces suffered 

significant losses attempting, unsuccessfully, to cross the Siverskyi Donetsk River in Eastern 

Ukraine, with unconfirmed reports suggesting that the Russian Chief of the General Staff

Valery Gerasimov, whom Putin had appointed overall commander of the invasion, had 

been wounded in this incident   

Ç Russian President Vladimir Putin neither declared ôvictoryõ nor announced any widening of 

the conflict at the official Russian commemorations of the Soviet Unionõs victory over Nazi 

Germany on 9 th May, as had been expected by many: instead, his appearance prompted 

widespread speculation as to the state of his health 

Ç Ongoing revelations of atrocities against civilians in areas of Ukraine previously occupied 

by Russian forces make it less likely that Ukraine will agree to any kind of ôceasefireõ  

Ç NATO allies remain determined to avoid any direct military confrontation with Russian 

forces (including through declaration of ôno-flyõ zones) for fear of Russian recourse to 

nuclear weapons, but have stepped up the provision of other military assistance (including 

missiles and military vehicles) to Ukraine

Ç The IMF last month estimated that Ukraineõs economy would shrink by 35% this year ð

similar to the National Bank of Ukraine's estimate of a decline of about one -third ðand that 

Russiaõs economy would contract by 8Ĳ% this year and by 2ĳ% in 2023 (slide 25 )

Ç However, although inflation has risen sharply over the past two months ( slide 11 ), other indicators appear to indicate that the Russian economy is 

weathering Western sanctions (in part because the sanctions havenõt appliedto oil and gas ðyet); while the ruble has                                              

recovered from its initial plunge after sanctions were imposed to be stronger than before the invasion began  

Sources: Institute for the Study of War, Ukrainian conflict updates , 14th May .  Return to "What's Newò.
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https://www.forbes.com/sites/davidaxe/2022/05/11/the-russians-lost-nearly-an-entire-battalion-trying-to-cross-a-river-in-eastern-ukraine/?sh=7a004ab41689
https://www.reuters.com/world/us-cant-confirm-top-russian-general-wounded-during-donbas-visit-us-official-says-2022-05-02/
https://newlinesmag.com/reportage/is-putin-sick-or-are-we-meant-to-think-he-is/
https://www.washingtonpost.com/world/2022/04/10/russia-general-alexander-dvornikov-ukraine-commander/
https://www.imf.org/-/media/Files/Publications/WEO/2022/April/English/text.ashx
https://bank.gov.ua/en/news/all/komentar-natsionalnogo-banku-pro-potochniy-stan-ta-perspektivi-ekonomiki-ukrayini
https://www.economist.com/finance-and-economics/2022/05/07/russias-economy-is-back-on-its-feet
https://www.understandingwar.org/backgrounder/ukraine-conflict-updates
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Russia and Ukraine are major producers of a range of mineral, energy and 
food commodities whose prices will go up because of the conflict

Russian and Ukrainian shares of global commodity production
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Note: Data for shares of seafood production is 2017.  Sources: Austrian Federal Ministry of Agriculture, Regions and Tourism (BMLRT), World Mining Data ;  Hannah Ritchie and 

Max Roser, Our World in Data, Agricultural Production .  Return to "What's Newò. 
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Energy, metal & grain prices, bond yields and the US$ have risen partly due 
to the Ukraine conflict, while stockmarkets & the euro have fallen

Note: Data up to 13th May. Source: Refintiv Datastream. Return to "What's Newò.  
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Ç The OECDcharacterizes the war in Ukraine as òa new negative supply shock for the world 

economyó 

ĭ although Russia & Ukraine together account for 2% of global GDP, they account for 30% of 

global wheat exports, 20% of global exports of corn, mineral fertilizers and natural gas, and 

11% of world oil exports ðand òsupply chains around the world are dependentó on exports of 

metals (such as nickel, palladium and titanium) and inert gases (argon and neon) from Russia 

and Ukraine

ĭ in addition to the consequences of shortages of, and higher prices for, these commodities, the 

OECD also identifies òsome possible longer-term consequencesó including pressures for higher 

defence spending, changes to the structure of energy markets, potential fragmentation of 

international payments systems, and changes in the currency composition of FX reserves

Ç The OECD estimates that if the commodity and financial market shocks seen in the first two weeks 

of the conflict persist for at least one year , global growth would be reduced by over 1 pc pt from 

what it would have been otherwise, and global inflation raised by closed to 2½ pc pts

Ç The IMFalso characterizes the war as a yet another òsupply shockó which will òseverely set back 

the global recovery [from Covid -19], slowing growth and increasing inflation even furtheró 

ĭ last month the IMF cut its forecasts for global economic growth in 2022 and 2023 by ¾ and ¼ 

pc pt respectively, and raised its forecasts for global inflation by 2¼ and 1 pc pt respectively 

(slides 24-25)

Ç The IMF also notes that the war has òincreased the risk of a more permanent fragmentation of the 

world economy into geopolitical blocks with distinct technology standards, cross -border payment 

systems, and reserve currenciesó

ĭ a òtectonic shiftó which, it says, òwould entail high adjustment costs and long-run efficiency 

losses as supply chains and production networks are reconfiguredó and òa major challenge to 

the rules -based framework that has governed international and economic relations for the 

past 70 yearsó
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Source: OECD, Economic and Social Impacts and Policy Implications of the War in Ukraine , 17th March 2022; IMF, World Economic Outlook , 19th April 2022. Return to "What's Newò.9
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Russiaõs central bank had been re-arranging its portfolio over the past 
seven years to reduce its exposure to sanctions, but they will still ôbiteõ

10
Source: Central Bank of Russia, Foreign Exchange and Gold Asset Management Report , No. 1, 2022 and previous issues.  Return to "What's Newò. 
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Russiaõs ôheadlineõ inflation rate rose to 17.8%, and ôcoreõ inflation to 20.4%, 
in April but the ruble is now stronger than it was before the invasion started 

Real GDP

11
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Current account balance
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Sources: Rosstat; Central Bank of the Russian Federation ; Russian Ministry of Finance ; Refinitiv Datastream.   Return to "What's Newò.
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will be by sanctions
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Sources: State Statistics Service of Ukraine ; National Bank of Ukraine ; Refinitiv Datastream.   Return to "What's Newò.
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The virus

For more detailsé
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Almost 521 mn people (6.7% of 

the worldõs population) have 

now been infected with Covid -

19 ð232mn (45%) of them since 

the beginning of this year

The number of new infections rose slightly last week, for the first time in 
seven weeks, but was still 83% below the peak in late January

Cumulative confirmed cases ð

global total

14 Note: All charts are on logarithmic scales. Data up to 13th May. Source: University of Oxford, Our World in Data . Return to "What's Newò. 
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There were 3.85mn new infections 

world -wide last week, the first 

increase in seven weeks ðlast weekõs 

number was 19½mn (83%) below the 

peak in the last week of January, but 

still more -or-less in line with the 2021 

average of 3.91 mn per week

There were just over 12,600 officially -

recorded Covid -related deaths worldwide 

last week, the lowest weekly total since the 

third week of March 2020. As a proportion 

of the number of cases, the ôfatality rateõ 

has continued to decline, to 1.22% in the 

past week, from 2 -2.5% throughout 2021. 

Official figures almost certainly understate 

the ôtrueõ death toll: models based on 

'excess deathsõput the cumulative toll at 

between 14.7 and 25.1mn, with a ômost 

likelyõ figure of 21.2mn ðmore than 3 times 

the ôofficialõ figure of 6.3mn . 

https://ourworldindata.org/coronavirus
https://www.economist.com/graphic-detail/coronavirus-excess-deaths-estimates
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Last weekõs uptick in case numbers was largely due to the US, Japan and 
Taiwan ðcase numbers are now falling in Europe and (importantly) China

15

Daily new cases per million population ðmajor countries and regions

Note: All charts are on logarithmic scales. Data up to 13th May.  Source: University of Oxford, Our World in Data ; Corinna. Return to "What's Newò. 
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The highest cumulative infection and death rates (since the onset of the 
pandemic) have been in Europe, South and North America

Apparent infection rate

16

Apparent fatality rate

Note: Data shown in these charts are cumulative since the beginning of the pandemic, up to 13th May 2022 .  Sources: University of Oxford, Our World in Data ; Corinna. 

Return to "What's Newò. 
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The US lags behind most other ôadvancedõ economies in fully vaccinating 
its population and also now with regard to ôboostersõ

17
Note: Data up to 12th May , except for the UK, 4 th May and EU,6 th May. Source : Our World in Data ; Coronavirus (COVID -19) Vaccinations .  Return to "What's Newò. 
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In the US thereõs a strong correlation between voting patterns and vaccine 
hesitancy, and (inversely) between vaccination rates and infection rates 

18
Note:  Case data as at 13th May. Sources: The Cook Political Report ; Our World in Data ; USA Facts; Corinna.  Return to "What's Newò. 

Vaccination rates vs Trump vote at 2020 elections, 
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The vaccine roll -out has proceeded much more slowly among low - and 
lower -middle income countries 

Percentage of populations who have had two 

vaccinations, by income group

Note: Income categories are as defined by the World Bank : high -income countries are (in 2021) those with a per capita gross national income (GNI) of over US$12,535; upper -

middle income countries are those with per capita GNI between US$4046 and $12,535; lower middle -income countries are those betwe en $1,036 and $4,035; and low -income 

countries are those with per capita GNI of $1,035 or less. Note that ôupper middle-income countriesõ includes China, the inclusion of data from which accounts for the large 

jumps in numbers for this category on 12 th August 2021 and 6 th January 2022. Source: Our World in Data, Coronavirus (COVID -19) Vaccinations .   Return to "What's Newò. 
19
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The world

For more detailsé
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39 countries (of 58 for which seasonally -adjusted 2021 Q4 or 2022 Q1 GDP 
estimates are available) have now surpassed their pre -pandemic peaks

Q4 2021 real GDP compared with pre -

recession peak

21

Note: estimate for China is derived from quarterly growth rates published by China NBS; estimates for India, Indonesia and Russia are seasonally adjus ted by the OECD. 

* Estimate for Malta is for Q3 2021.  Sources: National statistical agencies and central banks, and OECD.  Return to "What's Newò. 
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The world economy grew by about 4½% over the year to Q4 ðdown from 
12% over the year to Q2 which was flattered by comparison with Q2 2020

World and OECD area real GDP growth

22

Note: Estimates of global GDP growth compiled by Corinna using data for 100 countries accounting for 94% of 2019 world GDP as measu red by the IMF, weighted in 

accordance with each countryõs share of global GDP at purchasing power parities in 2019; excludes constituents of the former USSR before 1993, the former 

Czechoslovakia before 1995, and the former Yugoslavia before 1998. (e) Estimate for Q4 2021 is based on results for 78 econom ies.  Sources: national statistical agencies 

and central banks; Eurostat; OECD; IMF; Corinna.   Return to "What's Newò.
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The more ôadvancedõ Asian economies, Australiaõs & NZõs and the USõs, 
have recovered more rapidly from 2020 -21 recessions than Europeõs

Note: All series shown are seasonally adjusted, except for Chinaõs which has been constructed using the estimates of quarterly changes in real GDP published by the 

China National Bureau of Statistics. Sources: National statistical agencies, Eurostat and Bank of Korea; Corinna. 23

Levels of real GDP indexed to Q4 2019 = 100

75

80

85

90

95

100

105

110

115

2018 2019 2020 2021 2022

Q4 2019 = 100

NZ

Canada

US

Australia

Japan

75

80

85

90

95

100

105

110

115

2018 2019 2020 2021 2022

Q4 2019 = 100

Germany

Spain

France

UK

Italy

75

80

85

90

95

100

105

110

115

2018 2019 2020 2021 2022

Q4 2019 = 100

Singapore

China

Taiwan

Korea

Hong 

Kong



THE WORLD ECONOMY THIS WEEK ð16TH MAY 2022

The IMF has cut its forecasts for world economic growth to 3.6% in both 
2022 and 2023, representing downward revisions of 0.8 and 0.2 pc pts

Major global institutionsõ growth forecasts for 2021- 2023 compared

24

Note: All actuals and forecasts are $ per annum. ^ Annual average . * Forecasts for fiscal years beginning 1 st July (and finishing 30 th June following year) t Forecasts by New 

Zealand Treasury for fiscal years beginning 1 st July.   Sources :  International Monetary Fund (IMF), World Economic Outlook , 19th April 2022; The World Bank, Global 
Economic Prospects , 11th January 2022; Organization for Economic Co -operation & Development (OECD), Economic Outlook , 1st December 2021; Australian Treasury, 
2022-23 Budget Paper No. 1 , 29th March 2022; New Zealand Treasury, Half Year Economic and Fiscal Update 2021 , 15th December 2021 . Return to "What's Newò. 

Actual IMF OECD World Bank Australian/NZ Treasury

2010-19^ 2020 2021 2022 2023 2021 2022 2023 2021 2022 2023 2022 2023 2024

US 2.2 -3.5 5.7 3.7 2.3 5.6 3.7 2.4 5.6 3.8 2.3 3.5 2.5 2.0

China 7.7 2.3 8.1 4.4 5.1 8.1 5.1 5.1 8.0 5.1 5.3 4.8 5.3 5.0

Euro area 1.3 -6.6 5.3 2.8 2.3 5.2 4.3 2.5 4.2 3.7 2.6 3.4 2.3 1.5

India 7.0 -8.0 8.9 8.2 6.9 9.4 8.1 5.5 8.3 8.7 6.8 8.3 6.5 7.3

Japan 1.2 -4.8 1.6 2.4 2.3 1.8 3.4 1.1 1.7 2.9 1.2 2.5 1.5 0.5

UK 1.8  -9.9 7.4 3.7 1.2 6.9 4.7 2.1 na na na na na na

Australia 2.6 -2.4 4.7 4.2 2.5 3.8 4.1 3.0 na na na 4.8* 2.0* 2.5*

New Zealand 2.9 -3.0 5.6 2.7 2.6 4.7 3.9 2.6 na na na 0.8À 4.9À 2.2À

World 3.7 -3.3 6.1 3.6 3.6 5.6 4.5 3.2 5.5 3.2 3.2 3.8 3.8 3.5

World trade 3.7 -8.5 10.2 5.0 4.4 9.3 4.9 4.5 9.5 5.8 4.7 na na na 

World inflation 3.5 3.2 4.7 7.4 4.8 3.5 4.2 3.0 na na na na na na 

https://www.imf.org/en/Publications/WEO/Issues/2022/04/19/world-economic-outlook-april-2022
https://openknowledge.worldbank.org/bitstream/handle/10986/36519/9781464817601.pdf
https://www.oecd.org/economic-outlook/
https://budget.gov.au/2022-23/content/bp1/index.htm
https://www.treasury.govt.nz/publications/efu/half-year-economic-and-fiscal-update-2021
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April forecast 

(%)

Revision from 

January (pc 

pts)

2022 2023 2022 2023

Advanced economies

US 3.7 2.3 -0.3 -0.3

Euro zone 2.8 2.3 -1.1 -0.2

Japan 2.4 2.3 -0.9 +0.5

UK 3.7 1.2 -1.0 -1.1

Canada 3.9 2.8 -0.2 0.0

Australia 4.2 2.5 +0.1 0.0

Emerging economies

China 4.4 5.1 -0.4 -0.1

India 8.2 6.9 -0.8 -0.2

Brazil 0.8 1.4 +0.5 -0.2

Russia -8.5 -2.3 -11.3 -4.4

South Africa 1.9 1.4 0.0 0.0

World 3.6 3.6 -0.8 -0.2

The IMF made large downward revisions to its growth forecasts for Europe 
and, to a lesser extent, China, and upward revisions to its inflation outlook

IMF real GDP growth forecasts

25

Source: International Monetary Fund (IMF), World Economic Outlook , 19th April 

2022.  Return to "What's Newò. 

Ç The IMFõs latest World Economic Outlook , published last Tuesday, lowered its 

forecast for global GDP growth in 2022 by 0.8 pc pt to 3.6%, and for 2023 by 

0.6 pc pt, also to 3.6%

ĭ the deterioration in the outlook is òlargely because of Russiaõs invasion of Ukraine é 

and the sanctions aimed at pressuring Russia to end hostilitiesó, which have come 

at a time when òthe global economy é had not fully recovered from the Covid-19 

pandemicó, and when òfrequent and wider-ranging lockdowns in China have 

slowed activity there and could cause new bottlenecks in global supply chainsó

Ç Apart from Ukraine and Russia (whose economies the IMF expects to 

contract by 35% and 8½% respectively in 2022), the largest downward 

revisions to the IMFõs growth forecasts are for Europe

ĭ in particular, the forecasts for Germany, Italy and the UK for 2023 have been 

revised down by 1.7, 1.5 and 1.0 pc pt, respectively, to 2.1%, 2.3% and 3.7%, while 

the 2023 forecast for the UK was also revised down by 1.1 pc pt to 1.2%

Ç The IMFõs forecast for Chinaõs growth in 2022 and 2023 were lowered by 0.4 

and 0.1 pc pt respectively, reflecting òrepeated mobility restrictions and 

localized lockdownsó, an òanaemic recovery in urban employmentó, the 

significant slowdown in real estate investment growth and weaker external 

demand 

Ç The IMF also made significant upward revisions to its forecasts for inflation

ĭ it now expects inflation to average 5.7% in ôadvancedõ economies in 2022 (revised 

up from 3.9% in January and 2.3% last October) before slowing to 2.5% (up from 

2.1% in January and 1.9% last October) in 2023

ĭ while in ôemerging & developingõ economies inflation is expected to average 8.7% 

this year (up from 5.9% in January and 4.9% last October) and 6.5% next year (up 

from 4.7% in January and 4.3% in October last year)

https://www.imf.org/en/Publications/WEO/Issues/2022/04/19/world-economic-outlook-april-2022
https://www.imf.org/en/Publications/WEO/Issues/2022/04/19/world-economic-outlook-april-2022
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Global aviation traffic turned down in April ðwhich may be a by -product 
of Chinaõs shutdowns, since US traffic appears to be holding up well

Daily commercial flights worldwide

Note: Commercial flights include commercial passenger flights, cargo flights, charter flights, and some business jet flights. Data are up to 13 th May for commercial flights and 

12th May for TSA checks. Thicker coloured lines are 7 -day centred moving averages of daily data plotted in thin grey lines.   Sources: Flightradar24.com ; US Transport Safety 

Administration (at last, something useful ðother than job creation -produced by aviation ôsecurityõ!!!). Return to "What's Newò. 26

Daily US TSA ôsecurityõ checks
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April PMIs point to a softening in economic activity in most major 
economies, but especially in services sectors in China

27

Japan

Euro areaUS

UK

China

India

Developed markets

Emerging markets

Manufacturing Services

Note: Purchasing Managersõ Indexes (PMIs) are derived from surveys of senior executives, who are asked to report whether various dimen sions of business activity recorded 

an increase, decrease or no change compared with the previous month. A reading of 50 indicates an overall increase cf. the pr evious month, and a reading of less than 

50 indicates a decrease. See also PMIs for other Asia -Pacific economies on slide 100.  Sources: US Institute for Supply Management ; IHS Markit; JP Morgan; Caixin ; Refinitiv 

Datastream. Return to "What's Newò.  
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The volume of world trade rose 0.3% in February after a 0.5% gain in 
January, to be 6.9% above its pre -pandemic peak in October 2018 

World trade volumes and container throughput

Note: The shipping container throughput index is based on reports from 91 ports around the world handling over 60% of global contai ner shipping. 

Sources: CPB Netherlands Economic Planning Bureau, World Trade Monitor , February 2022 (March data to be released on 25th May;  Institute of Shipping Economics & 
Logistics (ISL) and RWI Leibniz-Institut für Wirtschaftsforschung (RWI ) Container Throughput Index ; Taiwan Ministry of Economic Affairs .   Return to "What's Newò. 28

Taiwan export orders and world trade volumes
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Imbalances in trade between the US and ôemergingõ Asia (including China) 
are the major factor in the mal -distribution of containers around the world 

29

United States

Japan

Euro area

United Kingdom

Other ôadvancedõ Asia

China

Other ôemergingõ Asia

Latin America

Sources: CPB Netherlands Economic Planning Bureau, World Trade Monitor , February 2022 (March data to be released on 25 th May).   Return to "What's Newò. 
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Congestion at the Port of Los Angeles (the USõ largest container port) has 
eased significantly but trade flows remain unusually unbalanced

30

Container traffic through the 

Port of Los Angeles

Note: TEU = 20-foot equivalent unit. Data on inbound and outbound container traffic in the first two charts have been seasonally adjus ted by Corinna using Refinitiv 

Datastream.  Data up to 12 th May.  Source: The Port of Los Angeles, Container Statistics and Container vessels in port .   Return to "What's Newò.

Empty containers as a pc of total 

passing through PoLA 

Number of vessels at anchor 

outside PoLA

0

100

200

300

400

500

600

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

T
h

o
u

s
a

n
d

s

'000 TEUs

Inbound

Outbound

30

40

50

60

70

80

90

-1

0

1

2

3

4

5

6

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22

% %

Inbound

(left scale)

Outbound

(right scale)

0

5

10

15

20

25

30

35

40

15 16 17 18 19 20 21 22

Number (12 -day moving average)

Average time at anchor and berth 

for ships at PoLA 

0

5

10

15

20

25

30

15 16 17 18 19 20 21 22

Days (7-day moving average)

https://www.portoflosangeles.org/business/statistics/container-statistics
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Export orders for Taiwanese ICT products fell back in March ðand semi -
conductor production may be adversely affected by the Ukraine conflict

Taiwan export orders, by product

Note: Data have been seasonally adjusted by Corinna using Refinitiv Datastream. Latest 

data are for March.   Source: Taiwan Ministry of Economic Affairs .   Return to "What's Newò. 
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Ç Taiwan accounts for 63% of the US$85bn global semi -conductor 

chip market (followed by Korea 18% and China 6%)

ĭ one Taiwanese company, Taiwan Semiconductor Manufacturing Co 

(TSMC) has 54% of the world market, and United Microelectronics Co 

(UMC) a further 7% (Samsung accounts for Koreaõs 18%)

Ç Semiconductor fabrication plants (òfabsó) use very large amounts 

of water to rinse chips during their manufacture ða typical fab 

uses 7½-15 million litres of water daily (and water in Taiwan is very 

cheap, at less than US40¢/t)

ĭ Taiwan had been experiencing its worst drought in 56 years, resulting in 

rationing of water supplies including to semi -conductor manufacturers, 

although recent heavy rainfalls appear to have broken the drought 

Ç World -wide semi -conductor production has also been crimped by 

plant shutdowns in Vietnam, Malaysia and the Philippines due to 

covid -19 outbreaks, and by damage caused by a fire at a 

Japanese fab earlier this year and a storm at a Texas plant  

Ç Shortages of semi -conductor chips have caused major 

headaches for the motor vehicle industry (which uses lots of them)

Ç Foreign orders for Taiwanese ICT products fell by 18.8% in March, 

after a 37.2% surge in February, although they remain 5.8% above 

their pre -pandemic peak

Ç Semi-conductor production is likely to be disrupted in the near 

term by the war in Ukraine, because Ukraine is a major producer 

of neon gas which is used in semi -conductor

production
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https://www.moea.gov.tw/Mns/dos_e/bulletin/Bulletin_En.aspx?kind=14&html=1&menu_id=6744
https://www.washingtonpost.com/us-policy/2021/09/23/chip-shortage-forecast-automakers/?variant=45bcfc8a951d56c3


THE WORLD ECONOMY THIS WEEK ð16TH MAY 2022

Two IMF researchers have provided a helpful stylized depiction of the 
sources of upward pressure on inflation over the past 12 months

An ôold schoolõ aggregate supply- aggregate demand (AS -AD) curve illustration of the factors behind the rise in 

inflation over the past 12 months

32

Source: Ruchir Agawal and Miles Kimball, Will inflation remain high? , International Monetary Fund, 7 th April 2022.   Return to "What's Newò.

1. Supply chain bottlenecks reducing supply of 

durable goods ðaggregate supply curve shifts 

to left (AS Ƃ ASŹ)

2. Shift in demand from services to goods 

(prompted by public health restrictions), with 

opposite effects on demand for services and 

goods ðaggregate demand curve for goods 

shifts to right, for services shifts to left (AD Ƃ 

ADŹ)

3. Policy stimulus, followed by economic 

recovery, shifts aggregate demand curve (for 

both goods and services) to the right 

(increased demand)

4. Labour shortages (prompted by Covid -19, 

immigration restrictions, etc) shift aggregate 

supply curves to the left (AS Ƃ ASŹ)

5. Supply shocks to energy and food due to the 

war in Ukraine shift aggregate supply curves to 

the left (AS Ƃ ASŹ)

ð all resulting in upward movements in prices      

(P Ƃ PŹ)

https://www.imf.org/en/Publications/fandd/issues/2022/03/Future-of-inflation-partI-Agarwal-kimball
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After seeming to have peaked in October, commodity prices have started 
rising again, especially for oil, gas and food as a result of the Ukraine war

33

Shipping freight costs

Note: The IMF commodity price indices were re -based to 2016 = 100 (previously 2005) in October 2021; but the IMF appears to have indef initely suspended its series of commodity 

prices (other than indexes). Sources: International Monetary Fund ; UN Food and Agriculture Organization ; Freightos; Drewry ; The Baltic Exchange ;  Refinitiv Datastream .  
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https://www.imf.org/en/Research/commodity-prices
https://www.fao.org/worldfoodsituation/foodpricesindex/en/
https://fbx.freightos.com/
https://www.drewry.co.uk/supply-chain-advisors/supply-chain-expertise/world-container-index-assessed-by-drewry
https://www.balticexchange.com/en/data-services/market-information0/dry-services.html
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Supply chain pressures have eased a little since December but remain at 
historically high levels

NY Fed global supply chain pressure index

Sources: Gianluca Benigno, Julian Di Giovanni, Jan Groen & Adam Noble, A New Barometer of Global Supply Chain Pressures , Federal Reserve Bank of New York, 4 th January 

2022 (which contains a detailed explanation of the construction of this index); and Global Supply Chain Pressure Index: March 2022 Update , 3rd March 2022 . 
Return to "What's Newò. 34
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https://libertystreeteconomics.newyorkfed.org/2022/01/a-new-barometer-of-global-supply-chain-pressures/
https://libertystreeteconomics.newyorkfed.org/2022/03/global-supply-chain-pressure-index-march-2022-update/
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Producer prices are surging in all major economies: but only in the US and 
the UK is this feeding into markedly higher core CPI inflation

35

United States

For a more detailed analysis of recent US inflation data see slides 60-64. Sources: US Bureau of Labor Statistics ; Statistics Bureau of Japan and Bank of Japan ; Eurostat ; 

UK Office for National Statistics ; Statistics Canada ; Australian Bureau of Statistics . Return to "What's Newò. 
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https://www.bls.gov/bls/inflation.htm
https://www.stat.go.jp/english/data/cpi/1581-z.html
https://www.boj.or.jp/en/research/research_data/cpi/index.htm/
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Most Asian economies have been experiencing rapid ôupstreamõ inflation 
for some time, and ôcoreõ consumer price inflation is now starting to pick up

36

China

Note: ôCoreõ CPIs measure different things in different Asian economies ðsee footnotes to slide 102.  Sources: China National Bureau of Statistics ; Statistics Korea ; Bank of 

Korea ; Taiwan Statistical Bureau ; Singstat ; Monetary Authority of Singapore ; Statistics Indonesia ; Philippine Statistics Authority ; Thailand Bureau of Trade and Economic Indices ; 

Department of Statistics Malaysia . Return to "What's Newò.
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Consumer price inflation is rising sharply across Latin America (except for 
Venezuela, where itõs now down to just 207%!)

37

Brazil

Sources: Instituto Brasileiro de Geografia e Estatística ; Instituto Nacional de Estadística y Geografía (Mexico); Departamento Administrativo Nacional de Estadística

(Colombia); Instituto Nacional de Estadísticañ e Informática (Peru); Instituto Nacional de Estadisticas (Chile); Instituto Nacional de Estadística (Paraguay); Instituto Nacional de 
Estadística y Censos (Argentina); Instituto Nacional de Estadística (Venezuela). Return to "What's Newò. 
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Consumer price inflation is also rising across Central and Eastern Europe, 
and in South Africa

38

Russia

Sources: Rosstat; Gġ·wny Urzņd Statystyczny(Poland); ĽeskĪ statistickĪ ¼Šad(Czech Republic); Központi Statisztikai Hivatal (Hungary); Ukrstat; Sak'art'velos statistikis erovnuli 

samsakhuri (Georgia); Turkstat; Statistics South Africa . Return to "What's Newò. 
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Record -low interest rates over the past 2 years have fuelled rapid growth 
in house prices, but New Zealand appears to have ôtopped outõ

Note: House price indices shown in these charts are those published by S&P-CoreLogic Case Shiller national (United States); Teranet -National Bank (Canada); CoreLogic 

(Australia); Real Estate Institute of New Zealand ; China Index Academy ; Japan Real Estate Institute (Tokyo condominiums); Kookmin Bank house price index (Korea);   

Centaline Centa -City Index (Hong Kong); Urban Redevelopment Authority (Singapore); Europace hauspreisindex (Germany); Halifax house price index (UK); Central Statistics 
Office RPPI (Ireland); Fotocasa real estate index (Spain); Statistics Netherlands ; Eiendom Norge (Norway). These indices have been chosen for their timeliness and widespread 

recognition: they do not necessarily all measure the same thing in the same way. For more comprehensive residential property price data see the quarterly database 

maintained by the Bank for International Settlements . Return to "What's Newò.
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https://housepriceindex.ca/#maps=c11
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http://www1.centadata.com/cci/notes_e.htm
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https://report.europace.de/epx-hedonic/
https://www.halifax.co.uk/media-centre/house-price-index.html
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Fiscal policy is set to be tightened significantly in 2022 in most major 
economies except Japan, China and India

Japan

Note: China debt is gross debt, not net.  Sources: International Monetary Fund , Fiscal Monitor , and World Economic Outlook , April 2022. Return to "What's Newò
40
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The Federal Reserve this month raised its funds rate target another 50 bp, 
to 0.75-1.0%, and the Bank of England raised its bank rate 25 bp, to 1.0%

Major central bank policy interest rates

41

Major central bank balance sheets

Sources: US Federal Reserve; European Central Bank ; Bank of Japan ; Bank of England ; Bank of Canada ; national statistical agencies; Corinna. Return to "What's Newò. 
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https://www.federalreserve.gov/releases/H41/default.htm
https://www.ecb.europa.eu/press/pr/wfs/html/index.en.html
https://www.boj.or.jp/en/statistics/boj/other/ac/index.htm/
https://www.bankofengland.co.uk/weekly-report/balance-sheet-and-weekly-report
https://www.bankofcanada.ca/rates/banking-and-financial-statistics/bank-of-canada-assets-and-liabilities-weekly-formerly-b2/
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How will ôquantitative tighteningõ work, in practice?

Return to "What's Newò.42

Ç Research by central bank and academic economists (see for example Gagnon et al 2011; D'Amico & King 2011; 

Bauer & Rudebusch 2014; Di Maggio, Kermani & Palmer 2016; Krishnamurthy & Vissing -Jørgensen 2016; Haddad, 

Moreira & Muir 2020; Viyanos & Vila 2021; Krishnamurthy 2022; and Lucca & Wright 2022) suggests that 

ôquantitative easingõ (asset purchases) by central banks works through three main ôchannelsõ  

ĭ broad macro channels (similarly to conventional monetary policy administered through policy interest rates) such as 

exchange rates and (real & financial) asset prices;

ĭ narrower channels associated with the specific assets which central banks are buying (such as mortgage -backed securities, 

longer -dated securities, or in the euro area, specific government securities) which affect the ôrisk premiumsõ on those assets;

ĭ and as an additional ôsignalling channelõ for communicating more information about central banksõ intentions

Ç Although central banks have almost no experience with ôquantitative tighteningõ (other than the Fedõs limited 

episode between October 2017 and June 2019), it seems reasonable to think that it will also ôworkõ (to the extent 

that it does) through similar channels (albeit in the opposite direction)

Ç Specifically, ôQTõ is likely to have a dampening effect on asset prices 

ĭ which is already evident in the falls in stock prices ðand especially prices of ôtech stocksõ ðsince the Fed first formally 

announced that it would embark on ôQTõ

ĭ and it will also likely have a dampening impact on real estate prices  

Ç ôQTõ will also likely have some impact on exchange rates, at least for the US$ vs the euro and yen

ĭ because the Fed is doing ôQTõ, but the BoJ and the ECB arenõt

ĭ it may also put downward pressure on emerging market currencies, compounding the effects of higher US interest rates

Ç To the extent that ôQTõ does re-inforce the impact of ôconventionalõ monetary policy (higher policy interest rates), 

ôQTõ may mean that those policy interest rates may not need to rise as much

ĭ though it may take some time for central banks to reach that judgement, if itõs warranted

https://www.ijcb.org/journal/ijcb11q1a1.pdf
https://files.stlouisfed.org/files/htdocs/conferences/qe/damico_king_Apr11.pdf
https://www.ijcb.org/journal/ijcb14q3a7.pdf
https://www.nber.org/system/files/working_papers/w22638/w22638.pdf
https://www.brookings.edu/wp-content/uploads/2016/07/2011b_bpea_krishnamurthy.pdf
https://www.nber.org/papers/w27168
https://www.econometricsociety.org/publications/econometrica/2021/01/01/preferred-habitat-model-term-structure-interest-rates
https://bcf.princeton.edu/wp-content/uploads/2022/02/Transcript-4.pdf
https://www.newyorkfed.org/research/staff_reports/sr1013
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Money supply growth has slowed sharply from the peaks recorded in the 
first half of 2021 as large monthly increases in 2020 ôwash outõ

43

US M2

Sources: US Federal Reserve; European Central Bank; Bank of Japan; Bank of England; Bank of Canada; RBA.  Return to "What's Newò. 
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Japanese, US and UK governments, Canadian corporations and Australian 
households appear most exposed to increases in interest rates

44

US 

Source: Bank for International Settlements, Credit Statistics : latest data are for Q3 2021, Q4 data will be released on 13 th June.   Return to "What's Newò. 
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In major ôdevelopingõ economies itõs usually governments that are most 
exposed to rising interest rates ðexcept for China, Russia and Turkey

45

China

Source: Bank for International Settlements, Credit Statistics : latest data are for Q3 2021, Q4 data will be released on 13 th June. For data for other Asian economies see  

slide 111.  Return to "What's Newò. 
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10-year bond yields fell in major markets last week, after US data showed a 
slight fall in annual inflation rates in April, and as funds flowed out of stocks

Note:  Data up to 13 th May. For bond yields in other large euro area member states see slide 75, and for bond yields in Asian economies see slide 110. 

Source: Refintiv Datastream. Return to "What's Newò.  46
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