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2021: An uneven recovery marked by

unexpected high inflation

China and the US returned to their A pent-up demand, soaring commodity
pre-pandemic real GDP in 2021, while prices, supply-chain disruptions and tight
others only partly rebounded labour markets fuelled inflation
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Prior to the conflict, global economic recovery was

expected to slow down in 2022 and inflation to linger...

Inflation was expected to remain elevated
in a context of prolonged supply-chain
disruptions and high energy prices

Global economy was projected to
continue growing, albeit at a lower rate
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But Russia’s war in Ukraine will hamper global

recovery and fuel further inflation
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Increasing disruptions in supply-chains

(already tense) will weaken trade growth

Russia and Ukraine are top exporters
of raw materials
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Sunflower seed/oil: 70%  Rapeseed: 17%
Wheat: 25%

Barley: 20%

Crude petroleum: 13% Coal tar oil: 177%
Natural gas in gaseous state: 16%

‘» Aluminium: 10% Palladium: 20%

,«p\ Semi-finished iron: 40% Nickel: 30%
/ Nitrogenous fertilizers: 13% Iron:30%

Corn: 14%

Source: Observatory of Economic Complexity

The war is hampering transport routes
and infrastructure

LAND
Commerce

between
Europe and
Asia




Soaring commodity prices will exacerbate

inflation and aggravate food insecurity

Agricultural and metal have risen Energy prices are reaching record
sharply levels
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Liquidity and fiscal risks will intensify in a context of

high financial volatility and uncertainty

_ Tightening of global liquidity could lead to
ACIZIIS e Eelilelinilc widespread debt distress, especially in
LICs

* Exposure of European banks to Russia
made them more vulnerable to SWIFT Median public debt and debt service, in % of GDP and %
cut-off (ltaly, France, Austria)
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The impact of this shock will differ across

sectors and regions

European countries will be the hardest
hit, especially in eastern Europe

Transport and GDP growth for 2022, %

storage
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Medium-term outlook

Accelerate move toward greener energy to diversify away for
Russia and fossil fuels

h Additional supply-chains disruptions may increase the pressure for
re-shoring/on-shoring

Global monetary order (payments and settlements): seek for
alternative sytems to reduce dependency on US dollar (multiple
central bank digital currencies)

Regionalisation of internet (splinternet) with two types of
governance: open, decentralised, industry-led vs. closed,
centralised, country-led



How this outlook affect
energy policies and green
transition?



In the short-run, the war in Ukraine is increasing

energy security concerns for Europe...

European Union is still depend on Due to their over-reliance on Russia, some

. countries are highly exposed to price
fossil fuels for energy volatility and possible embargo
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... and poses challenges to energy transition

Fossil-fuel importers are scrambling to find EU ETS carbon prices bounced back but
alternative energy resources in the short- remained below pre-invasion, delaying
term decarbonisation drive.
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Elevated metal prices and monetary tightening

may delay or derail the energy transition

Decarbonisation will also push up metal prices,

which are concentrated in few suppliers

Minerals production, 2020, % market
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As inflation hit record levels, interest rates are

set to rise, making financing more expensive

Consumer Price Index, year-on-year % change
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In the long-term, goals for energy transition

and energy security should converge

Different policy tools to increase the cost of pollution and move towards renewable
energies, which are more secure, abundant and affordable
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