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What 0s new?

THE WORLD ECONOMY THIS WEE& 16™ MAY 2022

¢

O O O O O

O O

Russia experienced further military setbacks in Eastern Ukraine last week while speculation intensified as to President Putin 0 bealth ( slide 6); energy and
food commodity prices remain elevated compared to pre -conflict levels, although metal prices fell last week (  slide8) ; meanwhi |l e althoug
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)
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)

OQuantitative tighteningd by the Fed and ot her tacresoltimlaver fibanaek&seal(assétprivteganda ot t h e
stronger US$ (against the yen, euro and emerging market currencies) 0 and, to the extent that these re  -inforce the consequences of O6conventi on
monetary tightening, could result in policy interest rates rising by less than currently priced ( slide 42)

Consistent with that, the US$ reached a new 19% -yeartrade -wei ght ed high | ast week, despite aodrftlsoowédngy i n
US consumer prices rose 0.3% in April, the smallest monthly increase since last August, resulting in a slight decline in the annu a | Oheadlined in
8.2%, from 8.5% in March (slide 60)

The main reason for the smaller rise in the CPI in April was a 2.7% fall in energy prices d excluding 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 Ol tds prematur e t o imnbaspeaked(eslidehtd162)i nf
The US Federal Government recorded a record monthly budget surplus in April, cutting the deficit for the 12 months to April to 6 ] u s Of@GDB (%ide 67)

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

C h i n tmadessurplus 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);
meanwhil e producer price iIinflation eased further Iin April a nodt hso(dide B5),dut eredih u a | (

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

|l ndonesi ads GDP rose 0.9% inp®ideéemi bepakR¥% abhevRhilisppreesd GDP itspeerpameancd by
peak; and Mal aysiads GDP expanded bpandd@nicpeak (t elidetP®2) 1. 6% above i1ts pre

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)

B r a zconlsuinsr 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) ; meanwhi | e Me bankcraised itspaiay tratealdy 50bp to 7%, the 8™ increase since last June ( slides 126 and 128) , whi |l e Per u
bank raised its policy rate by 50bp to 5%, the 10 th increase since last August ( slide 130)

This weekds highlights include China April Il P & retail s a lwars April éxpopt arders,géntrab D P , l
bank meetings in Thailand, Philippines, Sri Lanka, South Afriasd &eP&sidalg)dy b
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Russia outnumbers Ukraine in just about everything
Omor al Dapttahat hasnot
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Stockholm International Peace Research Institute, Military Expenditure Database ; Global Firepower, 2022 Military Strength Ranking . Ret ur n
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https://www.imf.org/en/Publications/WEO/weo-database/2021/October
https://www.sipri.org/databases/milex
https://www.globalfirepower.com/countries-listing.php

Russian forces suffered further setbacks in Eastern Ukraine last week, but the

Russian economy appears to be oOohol ding

¢ Having failed to achieve its initial objective~o‘f caBJp"L‘urinAgHUkrRamiane pi

I nstalling a Opuppetd regi me there, Russi a IaS"’-'E,.morslgmh“Iaéaunched‘S a}“nmi e
. . . . S 4 up| ng effo -Sumy | | ) upporting e

parts of Donbas (Eastern Ukraine) which it dldnqo.t Oar@ n@nelght Prayfe | | N2 O 2 kg Cy ¢ I
its control of much of southern Ukraine, especially along the Sea of Azov coast (the so - YA S SR X4
called 6l and bridged to Crimea, which Russi a z“io seized in %uQ.TTA)Sé’mJ?naJTh’SﬁJg&T

C Over the past two weeks Ukrainian forces have pus hed Russian forces out’ of Ukr akneos ‘.{ mﬁ“#?&'ﬁf&%ﬁ;ﬁ
second largest city, Kharkiv, and surrounding areas, while Russian forces suffered i | : Kharkiv "2
significant losses attempting, unsuccessfully, to cross the Siverskyi Donetsk River in Eastern vinpe ‘2?’;‘;;”. M ;

; : _ ’ ) . / iverskyi Donetsk River > Main effort
Ukraine, with unconfirmed reports suggesting that the Russian Chief of the General Staff e Dnipro DA - Eastom
Valery Gerasimov, whom Putin had appointed overall commander of the invasion, had e o R Zaparizhiae - y—
been wounded in this incident _ / a

C Russian President Vladimir Putin nei t her decl ared O6victoryd nor anno_unc,‘edoa;saa Vi o " of
the conflict at the official Russian commemorati W% of t onds
Germany on 9 ™ May, as had been expected by many: instead, his appearance prompted : :Somm s | :
widespread speculation  as to the state of his health V3 :

. . . . - . . . . () significant Fighting in the Past 24 Hours

C Ongoing revela_ttlons of atrocities  against C|V|I|ans_|n areas of Ukraine prewously occupied \_ | &8 Russian-controlied Ukrainian Territory before February 24 [
by Russian forces make it l ess |l i kely that UK r a'i |n:erasMidd Ausdian Addu@sinBu@ne t O any |ki nd

C NATO allies remain determined to avoid any direct military confrontation with Russian X S Assessed Russian-controlled Ukrainian Territory

. . ~ . ~ - - . Claimed Ukrainian Counteroffensives
forces (including threugyhd dzeocnleasr)a tfioorn foefa ro noo R U-§ S gé £ GO0 O o T W B LS t o
o . : . . r SN Reported Ukraifian Partisan Warfare
nuclear weapons, but have stepped up the provision of other military assistance (including 98¢ Claimed Russian Control over Ukrainian Territory
missiles and military vehicles) to Ukraine o' 225 450  gooKilometers

C The IMF last month estimated t hat Ukr ai neds economy wouldd shrink by 35% this year
similar to the National Bank of Ukraine's estimate  of a decline of about one  -third d and that
Russiads economy would contract by @idé5 hi s year and by 2ij% in 2023

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

weat hering Western sanctions (i n part tbealardugased yét)hwhilethambiethaso n s hsaAvL(jID EELAREI I €
recovered from its initial plunge after sanctions were imposed to be stronger than before the invasion began

CORINNA ECONOMIC ADVISORY
Sources: Institute for the Study of War, Ukrainian conflict updates , 14" May. Ret ur n t o " What ' s Newo INDEPENDENT ECONOMICS



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

Minerals and energy, 2019
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Sources: Austrian Federal Ministry of Agriculture, Regions and Tourism (BMLRT),

.Return

uljoe
|932IN

sereydsoyd

t o

© Ukraine

wniuent |

Jeqod
210 wniuein

"What'

S

910 UoJ|

Ne wo

wniuwn|y

JOAIIS

[e0d [eway |

Jladdo)

asauebuey

ualsbun

oulz

Food, 2018

60

50 H

40 A

30 A

20 A

10 A

% of world total, 2018

® Russia

= Ukraine

World Mining Data ; Hannah Ritchie and

B = o
T ¥ @ s T O T >» T 4 0
T < 2 5 9 pp O T g 9 o
& @& =~ 3 § 3 £ T 3 3 9
= =~ 8 8 <2 v 3 5 3

(2] -

(2]

Paas Jamopuns

SAUL ESLAKE

CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS


https://www.world-mining-data.info/
https://ourworldindata.org/agricultural-production

Energy, metal & grain prices, bond yields and the US$ have risen

partly due

to the Ukraine conflict, while stockmarkets & the euro have fallen
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8 Note: Dataupto 13" May. Source: Refintiv Datastream. Ret ur n t o " What' s Newo
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The conflict in Ukraine (and its broader ramifications) will detract from

global economic growth and add to global inflationary pressure
C TheOECDcharacterizes the war in Ukraine as oa new nHd§Pa¢lio0&©D8uppliy shock for

economyo 0.0 -

I although Russia & Ukraine together account for 2% of global GDP, they account for 30% of -0.2 1
global wheat exports, 20% of global exports of corn, mineral fertilizers and natural gas, and 0.4 -
11% of world oil exports dand oOsupply chains around the worl (g or 1
metals (such as nickel, palladium and titanium) and inert gases (argon and neon) from Russia 08 4 -
and Ukraine 10 - . .

T in addition to the consequences of shortages of, and higher prices for, these commaodities, the 12 |
OECD also identifies -beomecposeiqbhleaclesdogemncl udi ;| - r
defence spending, changes to the structure of energy markets, potential fragmentation of 16 J Pepts
international payments systems, and changes in the currency composition of FX reserves Euro area  US OECD World ex-  World

C The OECD estimates that if the commodity and financial market shocks seen in the first two weeks Russia
of the conflict persist for at least one year , global growth would be reduced by over 1 pc pt from Impact on inflation
what it would have been otherwise, and global inflation raised by closed to 2% pc pts 3.0 1Pc pts

¢ ThelMFal so characterizes the war as a yet another o28pPpply shocko whi chgegui |l |

the global recovery [fromCovid -19], sl owing growth and i ncreasingpg/ ati on_geVv gue
T last month the IMF cut its forecasts for global economic growth in 2022 and 2023 by % and Y4 15 -
pc pt respectively, and raised its forecasts for global inflation by 2% and 1 pc pt respectively 10 |
(slides 24-25) 0'
C The | MF also notes that the war has oincreased the
world economy into geopolitical blocks with distinct technology standards, cross -border payment |
systems, and reserve currenciesbo 0.5 -
o N . . , . . N . . Euro area US . OECD Worldex- World
I a otectonic shifto which, it says, 0 werunlefficieeeyt ai | hlgeh adj ust mefdg COsts a
| osses as supply chains and production networ ks argtysdaBomefididninds¥WninGadmecks@ N d 0 a
the rules -based framework that has governed international and economic relations for the = Commodity prices
past 70 yearsbo6 © Totl SAUL ESLAKE
9 Source: OECD, Economic and Social Impacts and Policy Implications of the War in Ukraine , 17t March 2022; IMF, World Economic Outlook , 19" April 2022. Ret ur n t o " WhGPRINNA ECPEOMIC ADVISORY
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https://www.oecd.org/economic-outlook/#gdp-inflation-impact
https://www.imf.org/en/Publications/WEO/Issues/2022/04/19/world-economic-outlook-april-2022
https://www.oecd.org/economic-outlook/#gdp-inflation-impact
https://www.imf.org/en/Publications/WEO/Issues/2022/04/19/world-economic-outlook-april-2022

Russi aos

seven year s

Russian FX reserves by instrument
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Russian FX reserves by currency
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Russian FX reserves by location
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https://www.cbr.ru/Collection/Collection/File/39685/2022-01_res_en.pdf
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In April but the ruble is now stronger than it was before the invasion started
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https://eng.rosstat.gov.ru/
https://www.cbr.ru/
https://minfin.gov.ru/en/key/nationalwealthfund/

Ukrai nedos economy wi | | | 1 kel y be mor e

will be by sanctions
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» Sources: State Statistics Service of Ukraine ; National Bank of Ukraine ; Refinitiv Datastream. Ret ur n t o " What ' s Newbo CORINNA ECONOMIC ADVISORY
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https://ukrstat.org/en/operativ/oper_new_e.html
https://bank.gov.ua/en/

The virus



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 & New confirmed cases 0 New deaths &
global total global total global total
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19 6 232mn (45%) of them since 100 A third week of March 2020. As a proportion
the beginning of this year of the number of cases, th
has continued to decline, to 1.22%in the
1 A past week, from 2 -2.5% throughout 2021.
Official figures almost certainly understate
L 100 - N the O6tr ue 6 madelssbasedon ol | :
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SAUL ESLAKE

14 Note: All charts are on logarithmic scales. Data up to 13t May. Source: University of Oxford, Our WorldinData .Ret urn t o " What's Newo CORINNA ECONOMIC ADVISORY
INDEPENDENT ECONOMICS



https://ourworldindata.org/coronavirus
https://www.economist.com/graphic-detail/coronavirus-excess-deaths-estimates

Last weeko0s uptick I n case numbers was

Taiwan 0 case numbers are now falling in Europe and (importantly) China
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15 Note: All charts are on logarithmic scales. Data up to 13" May. Source: University of Oxford, Our World in Data ; Corinna. Ret ur n to " What's Newo CORINNA ECONOMIC ADVISORY
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https://ourworldindata.org/coronavirus

The highest cumulative infection and death rates (since the onset of the

pandemic) have been in Europe, South and North America
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13t May 2022 . Sources: University of Oxford, Our World in Data ; Corinna.

Note: Data shown in these charts are cumulative since the beginning of the pandemic, up to
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https://ourworldindata.org/coronavirus

The USlags behind most ot her

Its population and also now with regard to

dvancedd economi
OO0St r s o
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https://ourworldindata.org/covid-vaccinations

Il n the US thereds a strong correlation

hesitancy, and (inversely) between vaccination rates and infection rates

Vaccination rates vs Trump vote at 2020 elections, Vaccination rates vs infection rates since 30 ™ June
by state 2021, by state
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https://cookpolitical.com/2020-national-popular-vote-tracker
https://ourworldindata.org/covid-vaccinations
https://usafacts.org/issues/coronavirus/
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The vaccine roll -out has proceeded much more slowly among low

lower -middle income countries

Percentage of populations who have had two

- and

Percentage of populations who have had a

vaccinations, by income group Oboosterd® shot, by iIincome gro
90 A 60 - ;
% of population % of population
80 - Hightir_1come
countries
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20 - mu]h income
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50 o
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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 SA L E LAK E
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 U S
countries are those with per capita GNI -imfc ofmle, co narr ileessds .i nNd oneaf dash fiaPrwhiohies @ hfenthe tadpE | eu s | CORINNA ECONOMIC ADVISORY

jumps in numbers for this category on 12

th August 2021 and 6 ™ January 2022. Source: Our World in Data, Coronavirus (COVID -19) Vaccinations . Ret urn t o " What '
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https://datahelpdesk.worldbank.org/knowledgebase/articles/378833-how-are-the-income-group-thresholds-determined
https://ourworldindata.org/covid-vaccinations
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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

THE WORLD ECONOMY THIS WEE& 16™ MAY 2022

Q4 2021 real GDP compared with pre -
recession peak

Q1 2022 real GDP compared with
pre -recession peak
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21 * Estimate for Malta isfor Q3 2021. Sources: National statistical agencies and central banks, and OECD.



The world economy grew by about 4¥2% over the year to Q4 o0 down from

12% over the year to Q2 which was flattered by comparison with Q2 2020

World and OECD area real GDP growth

15 1
% change from year earlier
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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 countryds share of gl obal GDP at pur chasiUSR bglorddos, thefamert i es i n ZOIQAULCESIEAKEnSt i

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. Ret urn t o " What' s Newo CORINNA ECONOMIC ADVISORY
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https://data.oecd.org/gdp/quarterly-gdp.htm#indicator-chart
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The mor

e Oadvanced?©o

have recovered more rapidly from 2020
Levels of real GDP indexed to Q4 2019 = 100
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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

Maj or gl obal Il nsti tuti onsA®W23gampared h f orecasts for 202
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 57 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 51 53 4.8 53 5.0
Euro area 1.3 -6.6 5.3 2.8 2.3 572 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 15 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* RS
New Zealand 2.9 -3.0 5.6 2.7 2.6 4.7 3.9 2.6 na na na 0.8A 4.9A 2.2A
World 3.7 -3.3 6.1 3.6 3.6 5.6 4.5 3.2 55 3.2 3.2 3.8 3.8 35
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 55 3.2 4.7 7.4 4.8 35 4.2 3.0 na na na na na na

Note: All actuals and forecasts are $ per annum.

Zealand Treasury for fiscal years beginning 1
Economic Prospects , 11t January 2022; Organization for Economic Co
, 29 March 2022; New Zealand Treasury,

2022-23 Budget Paper No. 1

" Annual average

stJuly. Sources : International Monetary Fund (IMF),
-operation & Development (OECD),
Half Year Economic and Fiscal Update 2021

World Economic Outlook

Economic Outlook

, 15" December 2021 .Ret ur n

t o

. * Forecasts for fiscal years beginning 1  stJuly (and finishing 30 ™ June following year) t Forecasts by New
, 19" April 2022; The World Bank, Global

, 1st December 2021; Australian Treasury,
"What '

s neAUL ESLAKE
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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

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

Revision from
April forecast 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 -11
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 -04 -01
India 8.2 6.9 -0.8 -0.2
Brazil 0.8 14 +0.5 -0.2
Russia -85 -23 -11.3 -4.4
South Africa 1.9 1.4 0.0 0.0
World 3.6 3.6 -0.8 -0.2

Source: International Monetary Fund (IMF),  World Economic Outlook , 19" April
2022. Return to "What's Newo
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C The | MF oVorld Eachceng Dutlook , 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%

I the deterioration in the outl ook 1is
and the sanctions aimed at pressuring Russi .
at a time when othe global economy ¢é hal® noi
pandemi co, and when 0 frangng lwakdowns ia Ghiha aved e r
sl owed activity there and could cause new b

Apart from Ukraine and Russia (whose economies the IMF expects to
contract by 35% and 8%2% respectively in 2022), the largest downward
revisions to the | MF6s growth forecasts

ol argel

T inparticular, 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 ptto 1.2%

The | MF6s forecast for Chinads
and 0.1 pc pt respectively,

growth ir
reflecting

| ocali zed | ockdownso, an OanaemicCc T ecoVe
significant slowdown in real estate investment growth and weaker external

demand

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

I it now expects inflation to average 5.7% in

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

while in 6emerging & developingd economies
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

Global aviation traffic turned down in April o which may be a by -product

of Chi nados shutdowns, sl nce US traf fic

Daily commercial flights worldwide Daily US TSA Osecurityo checks
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Note: Commercial flights include commercial passenger flights, cargo flights, charter flights, and some business jet flights. Data are up to 13 " May for commercial flights and SAU L ES LAK E
12t 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

26 Administration  (at last, something useful & other than job creation -pr oduced by avi at Rehudsecor i tWpéatis) Newo CORINNA ECONOMIC ADVISORY
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https://www.flightradar24.com/data/statistics
https://www.tsa.gov/coronavirus/passenger-throughput

April PMIs point to a softening in economic activity in most major
economies, but especially in services sectors in China

THE WORLD ECONOMY THIS WEE& 16™ MAY 2022
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https://www.ismworld.org/supply-management-news-and-reports/reports/ism-report-on-business/
https://www.markiteconomics.com/public
https://www.caixinglobal.com/index/

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 Taiwan export orders and world trade volumes
- . % change from year earlier
140 7 5615 = 100 2010 =100 [ 140 %07 9% change from year earlier 0 (3-m'?h movin)é average) "
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—— RWI-ISL container throughput index (left scale) — Volume of world trade (left scale)
CPB World trade volume index (right scale) —— Taiwan export orders, fwd 3 months (right scale)
Note: The shipping container throughput index is based on reports from 91 ports around the world handling over 60% of global contai ner shipping. SAUL ES LAKE

Sources: CPB Netherlands Economic Planning Bureau,  World Trade Monitor , February 2022 (March data to be released on 25th May; Institute of Shipping Economics &

28 Logistics (ISL) and RWI Leibniz-Institut fiir Wirtschaftsforschung (RWI ) Container Throughput Index ; Taiwan Ministry of Economic Affairs . Ret urn t o " What ' s

Ne w (‘)CORINNA ECONOMIC ADVISORY
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https://www.cpb.nl/en/worldtrademonitor
https://www.isl.org/en/containerindex
https://www.moea.gov.tw/Mns/dos_e/bulletin/Bulletin_En.aspx?kind=14&html=1&menu_id=6744

| mbal ances 1 n trade between the US and

are the major factor in the mal  -distribution of containers around the world
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29  Sources: CPB Netherlands Economic Planning Bureau,  World Trade Monitor , February 2022 (March data to be released on 25 "May). Return to "What's Newo CORNNAECONOMIC ADVISORY
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https://www.cpb.nl/en/worldtrademonitor

Congestion at

eased significantly but trade flows remain unusually unbalanced

Container traffic through the
Port of Los Angeles
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Note: TEU = 206foot equivalent unit. Data on inbound and outbound container traffic in the first two charts have been seasonally adjus

30 Datastream. Data up to 12

th May. Source: The Port of Los Angeles, Container Statistics and Container vessels in port .

Ret ur n

ted by Corinna using Refinitiv
"What's Newo CORINNA ECONOMIC ADVISORY
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https://www.portoflosangeles.org/business/statistics/container-statistics
https://kentico.portoflosangeles.org/getmedia/05f8c318-c84b-4e1e-b84e-9d26106ebeb5/container-vessels-in-port

Export orders for Taiwanese ICT products fell back in March d and semi -

conductor production may be adversely affected by the Ukraine conflict

Taiwan export orders, by product G Taiwan accounts for 63% of the US$85bn global semi  -conductor
chip market (followed by Korea 18% and China 6%)
26 1 uUS$bn I one Taiwanese company, Taiwan Semiconductor Manufacturing Co
(TSMC) has 54% of the world market, and United Microelectronics Co
24 - , (UMC) a further 7% (Samsung accounts f
C Semiconductor fabrication plants (¢
22 1 of water to rinse chips during their manufacture 0 a typical fab
20 1 uses 7%-15 million litres of water daily (and water in Taiwan is very
cheap, at less than US40¢/t)
18 - I Taiwan had been experiencing its worst drought in 56 years, resulting in
rationing of water supplies including to semi -conductor manufacturers,
16 - although recent heavy rainfalls appear to have broken the drought
C World-wide semi -conductor production has also been crimped by
14 7 ICT plant shutdowns in Vietnam, Malaysia and the Philippines due to
- products covid -19 outbreaks, and by damage caused by a fire at a
Japanese fab earlier this year and a storm at a Texas plant
10 - C Shortages of semi -conductor chips have caused major
. . headaches for the motor vehicle industry (which uses lots of them)
ectronic products
8 - C Foreign orders for Taiwanese ICT products fell by 18.8% in March,
6 after a 37.2% surge in February, although they remain 5.8% above
their pre -pandemic peak
4 I I C Semi-conductor production is likely to be disrupted in the near

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 term by the war in Ukraine, because Ukraine is a major producer
Note: Data have been seasonally adjusted by Corinna using Refinitiv Datastream. Latest

of neon gas which is used in semi  -conductor
‘oduction SAUL ESLAKE
data are for March. Source: Taiwan Ministry of Economic Affairs . Ret urn t o " What' sp Qg%
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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

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

THE WORLD ECONOMY THIS WEE& 16™ MAY 2022

An 6ol d school 0
inflation over the past 12 months
1.
* 75 Supply chain >
P} - a bott,:fnecksstart P4
binding at the AS
steep ﬂortion of
the short-run AS
supply curve
3.
--------------- . 2+3 p’ 2+3
Stimulus + shift from Stimulus with offsetting
services to goods p effect from shift in
P [ceeZi_lll demand for services 4.
445 AD’ 4+5
Labor shortages plus Labor shortages plus 5
higher input costs due higher input costs due AD’
to the war AD to the war
AD
> »
Goods 0 Services Q ©
Source: Ruchir Agawal and Miles Kimball,  Will inflation remain high? , International Monetary Fund, 7 ™ April 2022. Ret ur n t o
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a aggregatgderhaad (ASu p-AD) gurve illustration of the factors behind the rise in

Supply chain bottlenecks reducing supply of
durable goods 8 aggregate supply curve shifts
to left (AS B ASZ)

Shift in demand from services to goods
(prompted by public health restrictions), with
opposite effects on demand for services and
goods 0 aggregate demand curve for goods
shifts to right, for
ADZ)

Policy stimulus, followed by economic
recovery, shifts aggregate demand curve (for
both goods and services) to the right
(increased demand)

Labour shortages (prompted by Covid  -19,
immigration restrictions, etc) shift aggregate
supply curves to the

Supply shocks to energy and food due to the
war in Ukraine shift aggregate supply curves to
the Il eft (AS B ASZ)

ser vi

| ef t

all resulting in upward movements in prices
(P B PZ)

SAUL ESLAKE
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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
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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

Supply chain pressures have eased a little since December but remain at

historically high levels

NY Fed global supply chain pressure index
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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 ™ January SAUL ESLAKE
2022 (which contains a detailed explanation of the construction of this index); and Global Supply Chain Pressure Index: March 2022 Update , 3™ March 2022 .
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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/

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

United States Euro area Canada
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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;
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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/
https://ec.europa.eu/eurostat/web/hicp
https://www.ons.gov.uk/economy/inflationandpriceindices
https://www.statcan.gc.ca/eng/subjects-start/prices_and_price_indexes
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation
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https://data.stats.gov.cn/english/index.htm
http://kostat.go.kr/portal/eng/pressReleases/9/2/index.board
https://www.bok.or.kr/eng/bbs/E0000634/view.do?nttId=10065593&menuNo=400069&pageIndex=1
https://eng.stat.gov.tw/ct.asp?xItem=12092&ctNode=1558&mp=5
https://www.singstat.gov.sg/publications/economy/ppi-highlights
https://www.mas.gov.sg/-/media/MAS/SORA/Historical-SORA-data---Jul-2005-to-Jul-2020.xlsx
https://www.bps.go.id/subject/3/inflasi.html#subjekViewTab3
https://psa.gov.ph/statistics/survey/price/summary-inflation-report-consumer-price-index-2012100-july-2021
http://www.indexpr.moc.go.th/price_present/tableindexCpi_bot.asp
https://www.dosm.gov.my/v1/index.php?r=column/ctwoByCat&parent_id=105&menu_id=bThzTHQxN1ZqMVF6a2I4RkZoNDFkQT09

Consumer price inflation is rising sharply across Latin America (except for

Venezuel a, where 1t0s now down to | ust
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(Colombia); Instituto Nacional de Estadisticafi e Informatica (Peru); Instituto Nacional de Estadisticas  (Chile); Instituto Nacional de Estadistica  (Paraguay); Instituto Nacional de
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https://www.ibge.gov.br/en/home-eng.html
https://en.www.inegi.org.mx/
https://www.dane.gov.co/index.php/en/
https://www.inei.gob.pe/
https://www.ine.cl/
https://www.ine.gov.py/
https://www.indec.gob.ar/indec/web/Institucional-Indec-QuienesSomosEng
http://www.ine.gov.ve/
http://www.ine.gov.ve/

Consumer price Inflation is also rising across Central and Eastern Europe,

and in South Africa
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https://eng.rosstat.gov.ru/
https://stat.gov.pl/en/
https://www.czso.cz/csu/czso/home
https://www.ksh.hu/?lang=en
https://ukrstat.org/en
https://www.geostat.ge/en
https://www.tuik.gov.tr/Home/Index
http://www.statssa.gov.za/

Record -low Interest rates over the past 2 years have fuelled rapid growth
and

N house
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House price indices
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(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
maintained by the

price data see the quarterly database
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https://www.spglobal.com/spdji/en/index-family/indicators/sp-corelogic-case-shiller/sp-corelogic-case-shiller-composite/#overview
https://housepriceindex.ca/#maps=c11
https://www.corelogic.com.au/research/monthly-indices
https://www.reinz.co.nz/residential-property-data-gallery
https://industry.fang.com/en/reports.html
https://www.reinet.or.jp/en/tentative_calculation.html/
https://omoney.kbstar.com/quics?page=oeng#loading
http://www1.centadata.com/cci/notes_e.htm
https://www.ura.gov.sg/Corporate/Media-Room/Media-Releases/pr21-01:~:text=The%20Urban%20Redevelopment%20Authority%20(URA,points%20in%204th%20Quarter%202020
https://report.europace.de/epx-hedonic/
https://www.halifax.co.uk/media-centre/house-price-index.html
https://www.cso.ie/en/releasesandpublications/ep/p-rppi/residentialpropertypriceindexseptember2020/
https://www.fotocasa.es/indice/#/filter/eyJ0cmFuc2FjdGlvbiI6ImJ1eSJ9
https://www.cbs.nl/en-gb/figures/detail/83910ENG?q=house%20prices
https://eiendomnorge.no/housing-price-statistics/category936.html
https://www.bis.org/statistics/pp.htm?m=6%7C288%7C640

Fiscal policy is set to be tightened significantly in 2022 in most major
economies except Japan, China and India

THE WORLD ECONOMY THIS WEE& 16™ MAY 2022

United States Euro area Canada China
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Note: China debt is gross debt, not net. Sources: International Monetary Fund , Fiscal Monitor , and World Economic QOutlook , April2022. Ret ur n t o " What ' s Ne WOORINNA ECONOMIC ADVISORY
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https://www.imf.org/en/Publications/FM
https://www.imf.org/en/Publications/WEO

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
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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/

How wi | | oguantitative tighteningd wor

THE WORLD ECONOMY THIS WEE& 16™ MAY 2022

C Research by central bank and academic economists (see for example Gagnonetal 2011; D'Amico & King 2011,
Bauer & Rudebusch 2014, Di Maggio, Kermani & Palmer  2016; Krishnamurthy & Vissing -Jgrgensen 2016; Haddad,
Moreira & Muir _2020; Viyanos & Vila 2021; Krishnamurthy 2022; and Lucca & Wright 2022) suggests that
dquantitative easingd (asset purchases) by centr al banks

T broad macro channels (similarly to conventional monetary policy administered through policy interest rates) such as
exchange rates and (real & financial) asset prices;

I narrower channels associated with the specific assets which central banks are buying (such as mortgage -backed securities,
longer-dat ed securities, or in the euro area, specific government
i and as an additional 0signalling channel & for communicating mor
C Al t hough centr al banks have al most no experience with o6qu.
epi sode between October 2017 and June 2019) , It seems rea
that it does) through similar channels (albeit in the opposite direction)
C Specifically, 6QT0 i1s |Iikely to have a dampening effect o
T which is already evident in the falls in stock prices dand especially pri @sire tlefFeddirstéoomally st o c k s ¢
announced that it would embark on 0QTS®G
T and it will also likely have a dampening impact on real estate prices
C 6QTd will also |ikely have some i mpact on exchange rates,

I because the Fed is doing 06QTO0o, but the BoJ and the ECB arenot
T it may also put downward pressure on emerging market currencies, compounding the effects of higher US interest rates

C To the extent tihmaftorodd 6t Mo eismpact of O6conventional 8 monet ¢

0QTOd may mean that those policy interest rates may not ne.
i though i1t may take some time for central banks to regS8AUL ESLAKE) U
42 CORINNA ECONOMIC ADVISORY
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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

Money supply growth has slowed sharply from the peaks recorded in the
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Japanese, US and UK governments, Canadian corporations and Australian
households appear most exposed to increases Iin interest rates

THE WORLD ECONOMY THIS WEE& 16™ MAY 2022

US Euro area Canada
140 7 credit outstanding Governments 140 7 credit outstanding 140 - Credit outstanding
as a % of GDP as a % of GDP as a % of GDP
120 H~ 120 A 120
100 4 100 4 100 Households
80 - e 80 —N 80
Governments
60 - Households 60 1 - 60
40 ~ 40 Households 20
20 A 20 - 20
0 T T T T T T T T T T T T T T T T O T T T T T T T T T T T T T T T T 1 O T T T T T T T T T T I I I I I I )
06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 06 07 08 09 10 11 12 13 14 1516 17 18 19 20 21 22 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
Japan UK Australia
250 7 Credit outstanding 140 7 Credit outstanding 140 1 credit outstanding H hold
as a % of GDP as a % of GDP as a % of GDP ouseholds
200 A 120 A Governments 120 A
Governments
100 A HOLWdS 100
150 + 80 80
100 - 60 60
40 1 40
50 1 Households 20 - 20 Governments
0 T T T T T T T T T T T T T T T T O T T T T T T T T T T T T T T T T 1 O T T T T T T T T T T T T T T T T |
06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22
SAUL ESLAKE
Source: Bank for International Settlements,  Credit Statistics : latest data are for Q3 2021, Q4 data will be released on 13 thJune. Return to "What's Newbo CORINNA ECONOMIC ADVISORY

44

INDEPENDENT ECONOMICS


https://www.bis.org/statistics/about_credit_stats.htm?m=6%7C380
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Credit Statistics : latest data are for Q3 2021, Q4 data will be released on 13
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th June. For data for other Asian economies see



https://www.bis.org/statistics/about_credit_stats.htm?m=6%7C380

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
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