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Paying the Price of War

The world is paying a high price for Russia’s war of aggression against Ukraine. The high
humanitarian cost continues to grow and the global economic outlook has darkened further. This
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The world is paying a high price for Russia’s war of aggression against Ukraine. The high
humanitarian cost continues to grow and the global economic outlook has darkened further.

This Interim Report focuses on the effects of the war on the world economy and the energy crisis.
With the impacts of the COVID-19 pandemic still lingering, the war is dragging down growth more
than anticipated. Inflation has intensified and become widespread across countries and consumer
items. The risk of energy disruptions has risen. The Interim Report is an update on the‘ t—R

@) oeco

in June 2022 issue of the OECD Economic Outlook (Number 111). TR
- EHBA
Less '
BES..
A : - SUED...
26 Sept 2022 | 22 pages | English | Also available in: French, German B
https://doi.org/10.1787/ae8c3%c-en | 9789264492042 (PDF) | 9789264337961 (HTML) | 9789  TEA Google Lens &l A
(EPUB) BEEMNER
Author(s): OECD ABERMRL QR W 3
BIREAL P (%EE)
i ot |
Click to access: WEB e PDF Q ePuB @ READ QmParrotTalks@!:B_ﬁj
. Save to Keep
| RAEEREES
mE

i

:

e

v o T
\ z i S N

7 7 S




® ©'® [T coogle BE - 2022107814 x | ] SMiRHE Golden Eagle Invest: X | Q% Cisco Webex Meetings X | @ 20220ECDRWTO&UN#| x &) WSEEWEMEZ 2022%0 x + v

&« > C Y @& oecd-ilibrary.org/economics/oecd-economic-outlook/volume-2022/issue-1_ae8c39ec-en . d & OB v.s O g
Bur Bk BEHwx BRE B em B WM B ax B @288 B9 LSE s Bytpic B LSEUl @ F  my Py () i x| L Keep By BEE Q Quiziet »
—ipEEE
HF—|ISSN : 16097408 (FEER) | https:dolorg/10.1787/16097408
Google Translate
H—HA @ EEILAREFATEGE

BEESEERE » 2022 5 9 AhHRRE

1B FBRICE
R EEAEEFEEESERSNE S RORE - SENABTISHABELE - 2GR BB T B RELRE

iR o

asii=S 21 AR A

A RR S ERE T B H U FEEN R EARE - HR COVID-19 XTI ENREZA
7 EHUBHIERNEREL 7R - BEERNETESENIEEmP S - BEIRP R EE
B8 FFr o PRIEEEE 2022 1F 6 ARHACSAHSANETRE (5111 8;) HARVEH -

W ey

2022 FQF 26 H | 228 | B3 | thelsdft - | B30 ~ | 83 |

https://doi.org/10.1787/ae8c39%c-en | 9789264492042 (PDF) | 9789264337961 (HTML) | 9789264473324
(EPUB)

1ES © B

v ) &4 e PDFigt e ePUB @ 5 {:‘t':}



L -~ "I

J) OECD Economic Outlook, Interim Report September 2022: Paying the Price of War

= AA
- Paying the Price of War
Disclaimers
Tables and Graphs \

—— ge

Paying the Price of War Summary

Summary )

N
The recovery has slowed and inflation has * The global economy has been hit by Russia’s invasion of Ukraine. Global economic growth stalled =
continued to rise in the second quarter of 2022, and indicators in many economies now point to an extended period >

. . of subdued growth.
Global growth is projected to weaken

further in 2023 with inflation easing
gradually a time when the cost of living was already rising rapidly around the world.

+ The war has pushed up energy and food prices substantially, aggravating inflationary pressures at

» Global growth is projected to slow from 3% in 2022 to 2% per cent in 2023, well below the pace
foreseen prior to the war. In 2023, real global incomes could be around USD 2.8 trillion lower than
expected a year ago (a shortfall of just over 2% of GDP in PPP terms).

Paolicy requirements

» Annual GDP growth is projected to slow sharply to %2 per cent in the United States in 2023, and
Y per cent in the euro area, with risks of output declines in several European economies during the
winter months. Growth in China is projected to drop to 3.2% this year, amidst COVID-19 shutdowns
and property market weakness, but policy support could help growth recover in 2023.

+ |nflation has become broad-based in many economies. Tighter monetary policy and easing supply
bottlenecks should moderate inflation pressures next year, but elevated energy prices and higher
labour costs are likely to slow the pace of decline.

+ Headline inflation is projected to ease from 8.2% in 2022 to 6% per cent in 2023 in the
G20 economies, and decline from 6.2% in the G20 advanced economies this year to 4% in 2023.

« Significant uncertainty surrounds the projections. More severe fuel shortages, especially for gas,
could reduce growth in Europe by a further 1'% percentage peints in 2023, with global growth
lowered by % percentage point, and raise European inflation by over 1% percentage points.

« Further interest rate increases are needed in most major economies to anchor inflation
expectations and ensure that inflation pressures are reduced durably.

» Fiscal support is needed to help cushion the impact of high energy costs on households and
companies. However, this should be temporary, concentrated on the most vulnerable, preserve
incentives to reduce energy consumption and be withdrawn as energy price pressures wane.

» Short-term fiscal actions to cushion living standards should take into account the need to avoid a
further persistent stimulus at a time of high inflation and ensure fiscal sustainability. . v 4
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Paying the Price of War

GLOBALOUTLOOK  INFLATION  ENERGY SHORTAGES ~ POLICY ACTIONS  KEY RESOURCES READ THE REPORT

The world economy is paying a high price for Russia’s unprovoked, unjustifiable and illegal war of aggression against J/
Ukraine. With the impacts of the COVID-19 pandemic still lingering, the war is dragging down growth and putting /
additional upward pressure on prices, above all for food and energy. Global GDP stagnated in the second quarter of 2022 ’
and output declined in the G20 economies. High inflation is persisting for longer than expected. In many economies,
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@wnrld econ@is slowing more than anticipated

Despite a boost in activity as COVID-19 infections drop
worldwide, global growth is projected to remain
subdued in the second half of 2022, before slowing
further in 2022 to an annual growth of just 2.2%.
Compared to OECD forecasts from December 2021,
before Russia's aggression against Ukraine, global GDP
is now projected to be at least USD 2.8 trillion lower in
2023. There are many costs to Russia's war, but this gives
some sense of the worldwide price of the war in terms
of economic output.

A key factor slowing global growth is the generalised
tightening of monetary policy, driven by the greater-
than-expected overshoot of inflation targets. Strict
lockdowns associated with China's zero COVID-19 palicy
have also impacted the Chinese and global economy.
Shutdowns and property market weakness are slowing
China's growth to just 3.2% in 2022,

| Real GDP growth projections for 2022 and 2023 |

Year-over-year, %
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With the global economic cycle turning and Inflation is hitting the world economy

monetary tightening by most of the major central

banks increasingly taking effect, headline inflation is Year-over-year, %
projected to peak in the current quarter in most N ¢ v v
major economies, and to decline in the fourth - \

quarter and throughout 2023 in most G20 countries.
Even so, annual inflation in 2023 will remain wel|

above central bank targets almost everywhere., 2% /\
The United States, which began monetary policy /

-

( . <1 - ) Select countries

9%

Germany ‘

tightening earliest, is expected to see maore progress " )

in bringing inflation back to target than in the euro 6% - Hﬁ;ﬁ%m \
area or the United Kingdom. By contrast, with the - R

recent spike in energy costs working its way through r"

the economy and with monetary policy tightening 4% » / United \
beginning later than in the United States, both ..--'"""-‘-_ States

" » . . . 3%
headline and core inflation are projected to remain o S
elevated in much of Europe. 2% f%‘ g Japan
The inflation picture across the major emerging- 1% V’

market economies varies widely. Inflation is low and

. . Lo . o 0%
stable in China, while in Brazil a.nd Mexico significant Forecast period
pressures are expected to subside towards targets 1%
i i iah i i 4 9 ! 1 %
as |nt|.ares."t ra.te rises take Ef-fEEt. Very hlgh inflation o 1“1?: N '1%1'13 o o P
rates in Tiirkiye and Argentina are projected to
continue in 2023, albeit somewhat lower than Source: QECD Econamic Qutlook, Interim Report September 2022 “n

in 2022,
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This note examines the implications of the crisis in Ukraine for global trade and development. It highlights the importance of the
supplies of food, energy and certain industrial inputs from Russia and Ukraine, and explores how the war is causing severe risks to
food and energy security as well as exacerbating supply chain difficulties. Simulations from the WTO Global Trade Model indicate
that global GDP and trade growth could be reduced by up to 1.3 and 2.2 percentage points, respectively, with effects concentrated in
Europe and Africa. This note further shows that if the war were to cause a disintegration of the global economy into separate blocs,
the income losses would be severe, especially for emerging and developing economies. This highlights the importance of the rules-
based multilateral trading system, not least because the WTO provides functions that can help to cushion the impact of the crisis.
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During the pandemic, and partly as a result of pandemic recovery plans, sustainable finance saw strong growth across equities, fixed

income products and alternative assets, and in both public and private markets (WIR20, WIR21). This is related to several factors. The

accelerating and cascading impacts of climate change are rapidly revealing the physical and transition risks of non-sustainable
investments. More recently, the war in Ukraine has also provoked reflection on the energy transition and its consequences for
investors. Inflationary pressures and supply chain resilience, for example in energy, are adding further impetus to sustainability
concerns. At the same time, the regulatory response to environmental and other sustainability-related issues, including climate
change commitments, has accelerated and will support moves towards more sustainable financial markets in both developed and

developing countries.
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Inflation is hitting the world economy
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Forests: at the heart of a green recovery - © A a
from the COVID-19 pandemic 2, wroiiay i

The COVID-19 pandemic has brought to the forefront
some of the most pressing global challenges that humanity
has faced in recent history. Health systems have been
stretched thin and lockdown measures have taken a heavy
social and economic toll, the devastating impacts of which
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Summary
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SR Can governments provide
green support?

Members provide green support Only subsidies harmful to trade
all the time relations give rise to an “action”
under WTO rules
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Scenarios for European gas storage levels, per cent of available storage

” Mo change in gas consumption compared to 2017-21
i Cold winter

T 10% reduction in gas consumption
= = = Threghold for heightenad risk of supply disruptions
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Mote: llustrative scenarios for the European gas market based on the assumptions of 90% EU storage levels at the end of
September; no further gas imports from Russia, imports from other sources of 30 bem/menth, and domestic production in the
EU and the United Kingdom at average 2019-2021 levels. The "No change” scenario assumes manthly consumption in the EU
and the United Kingdom at the average levels observed between 2017 and 2021 in the comesponding month. The "Cold winter”
scenario assumes consumption at the maximum levels observed in the corresponding manths between 2017 and 2021. The
“10% change in gas demand” scenario reduces monthly consumption in the ‘Mo change' scenario by 10%. A heightened risk of
gas supply disruptions is assumed to occur if gas storage levels fall below 30%.

Source: Bruegel, ENTS0-G; Eurastat; IEA; ONS; and OECD ealculations.
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