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World economy under extremely high and rising uncertainties

1) 2025: Trade war, more a reorientation of global trade among countries than a global trade shock
 High trade tensions since Feburary 2025
 Reorientation rather than collapse of world trade
 A China 2.0 shock impact 

2) 2026: The price energy shock has interrupted disinflation
 The price energy shock interrupt disinflation in major industrial economies
 Inflation has already started to rebound, so far to a smaller extent than in 2022

3) China’s export-led growth

3) Policy mix: how to respond to the current shock
 Monetary policy: tightening or not?
 Fiscal policy: implementing targeted measures?

Outline



2025: marked by the trade war

Rise in tariffs…
• Until September (weighted 

average tariff: 14.2%
• On average in 2025: + 8 ppts
• Higher tariffs on US imports 

from China

…and in uncertainty
• Due to multiple 

announcements on tariffs, 
• uncertainty on the outcomes 

of trade negotiations and 
legal validity of tariffs

• Negative impact on demand: 
impeding investment, 
consumption and job 
creation 



2025 Trade war: A first assessment

• World trade growth
remained robust

• World imports rose by 
4% (2.3% in 2024)

• With a smaller 
contribution from US 
imports offset by 
imports from euro 
area and other 
advanced economies 
(mainly Asia) 





2025: World GDP growth at 
same pace than in 2024
• Deceleration in the US but 

acceleration in other 
advanced economies 

• Slight deceleration in China 
but acceleration in other 
Asian economies

2025 Trade war: A first assessment

Share in 
World GDP 2024 2025 2026 2027

Germany 3,4 -0,5 0,4 1,0 1,5
France 2,4 1,1 0,9 0,8 1,0
Italy 1,9 0,6 0,7 0,5 0,4
Spain 1,4 3,5 2,8 2,1 1,9
Euro area 12,4 0,9 1,5 1,1 1,3
EU-27 15,1 1,1 1,6 1,3 1,5
UK 2,3 1,1 1,3 0,7 1,2
US 15,5 2,8 2,1 2,2 2,3
Japan 3,7 -0,2 1,2 0,8 1,0
Advanced economies 38,8 1,7 1,7 1,5 1,7
China 18,9 5,2 5,0 4,2 4,3
Other Asia 18,8 5,1 5,6 5,0 4,9
Latin America 8,0 2,4 2,4 2,3 2,6
Energing and developing econom 61,2 4,4 4,4 3,9 3,9
World 100,0 3,3 3,3 3,0 3,1

Sources: National accounts, OFCE’s forecats, April 2026.



Central banks’s interest rate cuts despite vigilance on inflation

CPI in advanced 
economies 
• Euro area annual 

inflation fluctuating at 
around 2% 

• Inflation rebound in 
the US from April 

• Inflation peaked in 
Japan in early 2025 
(4%) and in the UK in 
July (3.9%).

But central banks cut 
their rates
• Depending on how 

inflation was 
converging towards 
target

• Due to fears of labour
market deterioration 
(US Fed) 

• Excepting for the BoJ



Central banks’ interest rates



Is this shock similar with 2022? 
• Tensions on prices and risk of 

supply disruptions
• In 2022, energy prices had

started to rise before the Russian 
invasion of Ukraine (post-COVID 
recovery and supply constraints)

• The peak in oil prices is similar
but is smaller for gaz prices

• No impact so far on wheat prices 
but rise in fertilizers prices  

2026: A new energy price shock

Update of chart released in OFCE’s Spring 2026 forecast
Number of days since the Iran war started (28 Feb. 2026): purple
Number of days since the Ukraine war started (24 Feb 2022): pink



Update of chart released in OFCE’s Spring 2026 forecast
Number of days since the Iran war started (28 Feb. 2026) in red
Number of days since the Ukraine war started (24 Feb 2022) in yellow

Impacts on financial markets: 2026 versus 2022

Equity prices hardly
affected, but levels well
above 2022
(risque of bubble burst)

Rise in US 10 year
governement bonds 
remains limited, but 
rates are higher than in 
2022 (could restrict
fiscal room for 
manœuvre)

Euro-dollar exchange 
rate limited depreciation



OFCE’s April forecasts
Two scenarios:
Reference scenario: 
The Iran conflict will be a short-term
one
 Decline in tensions and « rapid » 

reopening of the strait of Ormuz.
 Temporary rise in energy prices

 Alternative scenario: escalating
conflict

2026-2027 : What scenarios for energy prices? 

Oil prices (Brent, USD/bbl)

Gaz prices (TTF, euros/MWh)



 2026: Increase in inflation
 Up to 2026Q2 before gradually

falling

 But inflation would increase
much more substantially in the 
escalation scenario

 2027, impact will depend on the 
length of the crisis

 Reference scenario: inflation 
would return towards 2%

 Remain higher in the escalation
scenario

2026-2027: Impact on CPI – reference scenario



 Limited impact on growth
 Inflation reducing purchasing power and households’ consumption
 Expected Impact: 0.1 à 0.2 percent of GDP in 2026.
 Hardly any significant impact in 2027

2026-2027: Reference scenario – Impact on GDP growth



And if the crisis lasts longer



And if the crisis lasts longer: higher energy prices and monetary tightening

Risk of recession
High for France and Italy, strong slowdown in other countries under review
Monetary policy tightening amplifies the slowdown with an uncertain impact on inflation. 



April 2026 IMF WEO



China: GDP growth: 1.3 % in 2026Q1, but indicators signal decelerating (domestic) demand



China: PMIs



China – Consumer Price inflation



China – Producer price inflation

Y/Y
Fuel and power: +4.4%
Non-ferrous metals: + 21.3% 
Raw chemicals: + 5.9



China: Industrial production and export market shares (CPB WTM)
Industrial production (2021 = 100)

Export market shares



China shock 2.0



CHINA SHOCK 2.0: THE COST OF GERMANY'S COMPLACENCY
Policy brief
Sander Tordoir , Brad Setser
20 May 2026



US: GDP: + 0.5% in 2026Q1, CPI, on the rise



US: Labour market



US: Industrial production



US: Interest rates  



 Risks of new rises in US tariffs?

 Impact the China 2.0 shock? (and countermeasures?)

 What is the most likely (if any) scenario for the Iran conflict? Impact on GDP growth and inflation?

 How should monetary policy respond in the US? 

 Should governments implement targeted fiscal measures?

Questions for discussion


