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The world leader in global business intelligence

The Economist Intelligence Unit (The EIU) offers deep insight and analysis of the economic and political developments in the
increasingly complex global environment; identifying opportunities, trends, and risks on a global and national scale.

Formed in 1946 with more than 70 years of experience, it is ideally positioned to be a commentator, interpreter and forecaster
on the phenomenon of globalisation as it gathers pace, enabling businesses, financial firms, educational institutions and
governments to plan effectively for uncertain futures.

Actionable insight to win in the world’s markets

The world's leading organisations rely on our subscription services for data, analysis and forecasts that keep them informed
about emerging issues around the world.

We specialise in:

« Country analysis—access detailed country-specific economic and political forecasts, as well as assessments of the
business environments in different markets with EIU Viewpoint.

« Risk analysis—our risk services identify actual and potential threats around the world and help our clients understand
the implications for their organisations. Available products: Financial Risk and Operational Risk.

* Industry analysis—five-year forecasts, analysis of key themes and news analysis for six key industries in 60 major
economies. These forecasts are based on the latest data and in-depth analysis of industry trends, available via EIU

Viewpoint.

» Speaker Bureau—book the experts behind the award-winning economic and political forecasts. Our team is available for
presentations and panel moderation as well as boardroom briefings covering their specialisms. Explore Speaker Bureau
for more speaker information.
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GLOBAL ECONOMIC OUTLOOK 2022
ASSESSING THE IMPACT OF WAR ON G7 ECONOMIES, RUSSIA AND UKRAINE

Global economic outlook 2022

Assessing the impact of war on G7 economies, Russia and
Ukraine

Russia’s war in Ukraine will weigh on growth in G7 economies through three main channels: the impact
of Western sanctions (which will depress trade with Russia), higher global prices for commodities
(fuelling inflation) and supply-chain disruptions (on top of existing, coronavirus-induced bottlenecks).
Overall, we believe that global growth will take a 0.5-percentage-point hit this year: we now think that it
will stand at 3.4% in 2022, down from a pre-war forecast of 3.9%.

Europe—trade and energy shock double whammy

European economies are the most exposed to the fallout from war in Ukraine. For now, the negative
effects of sanctions on the EU will be limited, as those sanctions that have been imposed do not
target oil and gas imports from Russia. However, the spike in global commodities prices (not only
for hydrocarbons, but also for metals and grains) will add to already high inflation and supply-chain
disruptions, weighing on the post-coronavirus recovery.

We have revised our forecast for growth in the euro zone sharply downwards for 2022, to about
3.3% (from 4% previously). This revision stems from our expectation that the supply and energy shock
stemming from the war in Ukraine will shave nearly 1 percentage point from growth in Germany (0.8
percentage points), France (0.7 percentage points) and Italy (1 percentage point). By contrast, we had
already factored in a cost-of-living slowdown for the UK economy, and we now expect a minimal
further hit to growth (0.1 percentage points), given the limited trade ties between Britain and Russia.

North America—(even) higher inflation in sight

The impact of war in Ukraine on North American economies will mostly stem from a risein
commodities prices. Higher inflation will dent the purchasing power of households and prompt the

US Federal Reserve (the US central bank) to tighten monetary policy aggressively; we expect a total of
seven rate hikes this year (of 25 basis points each), with another three or four increases on the cards for
2023. More aggressive tightening will depress demand and confidence.

Against this backdrop, the risks of “stagflation”—slow growth amid high inflation—are on the rise,
given the potential for stubbornly high inflation and higher interest rates to choke off growth. Overall,
we now expect US real GDP growth of 3% this year (down from a previous forecast of 3.4%). North of
the border, we are keeping our forecast for Canada'’s growth unchanged so far, at 3.8%; the (negative)
impact of higher inflation will be broadly compensated by the (positive) effect of higher global oil
prices.

Japan—only a minimal hit to growth
We have made only minimal revisions to our 2022 real GDP growth forecast for Japan, which now
stands at 2.8%. Higher global commodities prices will fuel inflation, dampening the post-coronavirus
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recovery in domestic demand. We assume that Japan’s real GDP will recover to pre-coronavirus levels
in the second half of 2022, a slower trajectory than in other G7 economies. However, this forecast
predates the war in Ukraine and this sluggishness is mainly due to perennial issues, such as low and
uneven wage growth weighing on consumer spending.

Russia and Ukraine—economic carnage ahead

Russia’s economy will contract by about 10% this year—a worse outturn than after the 1998 financial
crisis. Sanctions have made the rouble plunge, fuelling inflation and weighing on households’
purchasing power. Investment will sink amid huge capital outflows and plunging confidence. Declining
oil exports, caused by some traders avoiding Russian oil and some countries imposing a ban on Russian
energy imports, will further depress growth. Russia will seek China’s support, but this will only partly
compensate for the departure of Western firms.

We assume that Russia’s real GDP will recover to pre-war levels in 2025, meaning that three years
of growth will be wiped out. This stark forecast pales in comparison with the situation in Ukraine: we
believe that the Ukrainian economy will register a 46.5% recession this year, amid human casualties,
the destruction of infrastructure and bleak prospects for the reconstruction of the country. Our
forecasts remain subject to caution, but we do not believe that Ukraine’s GDP will recover to pre-war
levels for more than a decade (in the late 2030s).

|
G7, Russia and Ukraine—forecast real GDP growth rates (%)
G7 2022 2022 Q22022(g-0-q)  Q32022(q-0-q) Q42022(qg-0-q)

revised pre-war

Canada 38 38 12 1 0.8
France 34 4.1 0.3 0.8 0.6
Germany 25 33 0.5 0.6 0.8
Italy 34 44 04 06 05
Japan 2.8 3 1.1 0.9 0.9
UK 39 4 03 03 05
us 3 34 0.5 03 03
Others
Russia -10.1 26 94 -6.9 -3
Ukraine -46.5 33 n/a* n/a* n/a*

* No quarterly forecasts for Ukraine.

Source: EIU forecasts.
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EIU Viewpoint
We monitor the world to prepare you for what’s ahead

Understand a country’s political, policy and economic outlook with the world’s best forward-
looking analysis and data. Our award-winning expertise looks at global dynamics that impact your
organisation, helping you to operate effectively and plan for the future. Included in our service:
® Global and regional outlook spanning politics, economics and market-moving topics

® Daily insights on the developments that impact the future outlook

® Executive summaries of country forecasts over the medium-term outlook

® Medium-term country forecasts on ~200 countries’ political and economic landscape

® | ong-term country forecasts on the structural trends shaping ~80 major economies

® |ndustry analysis on the outlook for 26 sectors in ~70 markets

® Commodity forecasts on supply, demand and prices of 25 critical goods

® Macroeconomic data on forecasts, as well as historic trends

® |ndustry data on demand and supply of key goods, now and in the future

® Proprietary ratings on the business environment

® Thematic analysis of the cross-cutting issues that our experts expect to shape the global outlook

How EIU Viewpoint helps you to stay ahead

Unparalleled coverage - global, regional and country-level analysis for nearly 200 markets. 20,000
data series every month, led by our worldwide network of expert analysts and on the ground
contributors

360-degree view - our approach is unique; deliberately designed to intersect politics, policy and the
economy, our methodology leads to a more nuanced perspective than simple number crunching

Beating consensus - with over 70 years of experience, we have a track record of making bold calls and
getting them right

Evidence-based insights - our editorial team is fiercely independent and rightly so. This ensures you
can trust our analysis and apply the insights it offers with confidence.

Find out more information about our service features, delivery platforms and how EIU Viewpoint could
benefit your organisation by visiting:

eiu.com/viewpoint
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