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e Inflation (energy)

e Rising policy rates

e Russia

Key issues » China

e UK (Brexit)
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Forecast (OECD)

Projected inflation in %

OECD UK Euro area Canada

In all regions, inflation
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But, energy prices may increase again

OECD Scenarios for energy crisis
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—10% reduction in gas demand

Cold winter and 10% reduction in gas demand
—Low LNG imports and 10% reduction in gas demand
—Threshold
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Million cubic metres

Gas supplies are down, and will stay low
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Share of gas in total energy consumption

% of total
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High prices have rationing effect. Netherlands
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Central banks are raising rates to combat inflat
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Government debts

General government debt, 2020 and 2021 (") Risks of rate hikes:

(General government consolidated gross debt, % of GDP)
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UK minibudget

5 e “doom loop”: pensions funds
using bonds as collateral faced
margin calls. Selling of bonds pt
even more pressure

UK 30year qilt yield

Mini-budget

3.500

e Bank of England Bank promise
intervenes to buy up to £65bn of
government debt
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Trading Economics November 2022
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Russian economy: are sanctions working?
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Inflation (CPI)

20

f\ﬁ

10
3

0

2018 2020 2022

| 13



CPB—\/\—
Industrial productiondy)

10
8.6
8
6.3

6

3 4

l 2

0

0.5 -0.1
-1.6 = -2
-2.4 2.6
-3.1 4
Jan 2022 Apr 2022 Jul 2022 Oct 2022

| 14



--j;!:Ei--------------"""""""""\v//~\""""------------.........___________

Retall sales

10
alnl. |
0

5

A8  .pq 9B T 0 g 10

ki Jan 2022 Apr 2022 Jul 2022 i

| 15



CPB A

China: slowdown?
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Business confidence
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Retail salegay growth)
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Consumer confidence
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B South China Morning Post

Banking & Finance
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Chinese banks pledge billions in credit support to help
struggling developers after Beijing confirms rescue plan

+ The PBOC and the CBIRC officially confirmed a 16-point rescue plan for China's real estate

sector on Wednesday

Bloomberg

‘Value Annihilation’
HauntsInvestorsin
ChinaPropertyBonds

China Credit Tracker

China/ Clashesin
Shanghai as
protests over zero-
Covid policy grip
China

Beijing, Chengdu and Wuhan see [
demonstrations as anger over Xi '
Jinping’s strict Covid policies
builds, in a test for the
Communist party
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UK Brexit: 2 years ahead

Il Non-EU I EU British Total long-term net migration

e “surprising effects”
o Old data collection methodology Covid-19 (M a rti n WOIf i n FT)

o e Net migration has
300 .
Increased
200
N e Mostly from norEU
D o countries
0 ZOiOZOil 20:le 2013 20|14 20i5 2016 EOiT 20i18 ZDiQ 20:20 20121 2[}.22
FINANCIAL TIMES Source: ONS » Figures are year ending
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UK Trade has decreased

e “Brexit has had a significant adverse impact on UK trade, via reducing both
overall trade volumes and the number of trading relationships between UK
and EU firms.” (Office for Budget Responsibility (Nov 2022))

e Brexit decreased trade from the UK to the EU by 16% and trade from the EU
to the UK by 209Kren& Lawless (2022))
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Kren& Lawless (2022)

e EU also affected, but

Table 4: Estimated direct impact of Brexit on EU-UK trade (% change)

Imports from  Exports to UK Imports from  Exports to UK
UK UK

much less. (UK share: 3
u27 -16% -20% Ireland -40% n.s.
5 % ) Austria -25% n.s. Italy -18% -12%
Belgium I.s. -26% Latvia n.s. 38%
Bulgaria -45% -23% Lithuania n.s. n.s.
. Croatia -49% -28% Luxembour 76% -28%
e |reland largest loser: Cyprus o S N emROuTs oo oo
Czechia -32% -23% Netherlands n.s. -29%
share of total trade to Denmark -19% n.s. Poland 34% 21%
. Estonia -18% n.s. Portugal -39% -20%
UK h Ig hest [(J K share: Finland 31% -33% Romania 35% ns.
France -13% -27% Slovakia n.s. n.s.
I o) German -24% -14% Slovenia -37% n.s.
| m po rtS 30 A) ’ expo rtS Greece ' -45% -29% Spain -32% -19%
1 O 0/ Hungary -21% -24% Sweden -25% -19%

0 ) Elasticities converted from PPML estimates of Brexit effect on trade flows by country controlling for product-month

and parmer fixed effects. Full results are in Appendix tables A.2 and A.3. Statistically insignificant (p=0.01)
estimates are denoted by n.s.
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Brexit effect (Freeman et al., 2022)

(a) Export Values (b) Import Values
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Not only trade, but trade variety has decreasec
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