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1. Global economy 
Under serious stress… 



3 March 2022 

While in early 2022, supply side tensions were giving signs of levelling off… 

Sources: Refinitiv Datastream, JP Morgan, Candriam 
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4 March 2022 

… the war in Ukraine will add to turbulences, delaying the normalization of production conditions 

and pushing commodity prices higher 
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Russia and Ukraine 

account for nearly 30% 

of global wheat exports 

Sources: Refinitiv Datastream, JP Morgan, Candriam 
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Memo: Ukraine and Russia are big exporters of grains 

Memo: % of  
world demand 

Memo: % of 
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Put in perspective, the current spike in prices is impressive… especially for raw materials! 
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2. China 

An ambitious 2022 growth target… 
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After a slowdown, growth should gradually accelerate… 

the more so since authorities have set an ambitious target 
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Policy-driven credit restraint has heavily weighed on residential investment 
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Construction and real estate account for 30% of China’s final demand 

10 March 2022 

The final demand addressed to the construction 
and real estate sectors is more than twice the 

size of the value added of the two sectors 
(% of GDP, 2018) 

Value added 

7.1 

7.0 

0 

5 

10 

15 

20 

25 

30 

35 

Construction 

Real estate 

ROW 

Domestic  
final demand 

22.9 

6.0 

3.6 

Origin of value added in domestic final demand of 
construction & real estate 

(% of GDP, 2018) 

0 

5 

10 

15 

20 

25 

30 

35 

Financial intermediation 

Real estate activities 

Construction 

Basic metals & fabricated metal products 
Other non metallic minerals 

ROW 

Sources: Asian Development Bank, Candriam 



 0

 5

 10

 15

 20

 25

 30

 35

06 08 10 12 14 16 18 20 22

11 March 2022 
Sources: Refinitiv Datastream, Candriam 

If housing starts don’t recover somewhat, the drag on growth would be significant and long lasting 
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After the recent National 

People’s Congress, Beijing is 

planning for fiscal spending 

growth of 8.4% this year, up from 

actual fiscal spending growth of 

0.3% in 2021 

 

The central government counts 

on local governments to 

leverage up notably through 

their funding vehicles (LGFVs), 

and will also encourage SOEs to 

ramp up infrastructure spending 

(railways, power grid…). 



3. United States 

“The labor market is extremely tight”* 

(*) Semiannual Monetary Policy Report to the Congress 

Jerome Powell  

Nominated for second term as Chair of US Federal Reserve  



+3.2% 

GDP rose sharply in the fourth quarter of 2021... 

13 March 2022 Sources: Refinitiv Datastream, Candriam 
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… supported in particular by inventory rebuilding 

14 March 2022 Sources: Refinitiv Datastream, Candriam 
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Tensions in the manufacturing sector are still holding back production  

and stopped easing in February 

15 March 2022 Sources: Refinitiv Datastream, Candriam 
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16 Sources: Refinitiv Datastream, Candriam 

Business investment should continue to support growth in 2022 

Equipment &  
IPP* investment 
(% year on year) 
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Rising home prices and higher mortgage rates are reducing affordability… 

17 March 2022 Sources: Refinitiv Datastream, Candriam 
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... but the existing construction backlog will keep residential investment 

strong for several more months 

18 March 2022 Sources: Refinitiv Datastream, Candriam 
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Fiscal support has faded, but the high pace of job creations and  

still untouched accumulated excess savings will help keep consumption growing 

19 March 2022 Sources: Refinitiv Datastream, Federal Reserve, Candriam 
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The bipartisan Infrastructure Investment and Jobs Act passed, 

but the Build Back Better Act seems “buried” 

20 March 2022 
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 The FY2022 Budget has finally been voted 

The Senate passed an omnibus appropriations bill to fund the federal 

government through the remainder of the fiscal year. The bill includes over 

$1.5 trillion of regular appropriations – an increase of more than 6 percent 

from last year – including supplemental funding related to the Russian war 

in Ukraine.  

 

The Child Care Tax Credit was not extended for 2022 : families will lose 
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Despite heavy turbulences, US growth should remain above 3% in 2022…  

unless oil prices jump to $150 and stay there 

21 March 2022 Sources: Refinitiv Datastream, Candriam 
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The U.S. economy is now at “maximum employment” 

22 March 2022 Sources: Refinitiv Datastream, BLS, Candriam 
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The pool of available workers calls for a sharp deceleration in jobs creations 

23 March 2022 

A “generous” estimate of the pool of available workers  
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 Once the pool of available workers is depleted, job creations 

will have to adjust to the “natural” increase of the labor force 
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24 March 2022 

The increase in labor turnover is pushing wages up… 

Sources: Refinitiv Datastream, BLS, Candriam 
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… particularly for low-paid workers 

25 March 2022 Sources: Refinitiv Datastream, BLS, Candriam 
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“If wages were to be rising persistently and materially above 

inflation and productivity gains, that could put upward pressure 

on prices or downward pressure on margins, and you can find 

yourself in what we used to call a wage price spiral. We don't 

have evidence of that yet. Productivity has been very high.” 

J. Powell, November 3, 2021  



Up to now, the acceleration in inflation largely reflects  

lasting supply/demand imbalances related to the pandemic 

26 March 2022 Sources: Refinitiv Datastream, Candriam 
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The pickup in rents is likely to accelerate further 

27 March 2022 Sources: Refinitiv Datastream, Candriam 
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Having reached its maximum employment target and confronted with ongoing supply tensions, 

the Federal Reserve has no choice but to cautiously tighten its monetary policy 

29 March 2022 Sources: Refinitiv Datastream, Candriam 
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The size of its portfolio gives the Fed additional leverage to curb activity…  

should this be necessary! 

30 March 2022 
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4. Euro area 

A delicate balancing act for the ECB 

Christine Lagarde 

ECB press conference, February 3, 2022 
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By the end of 2021, economic activity had returned to its pre-pandemic level 

Sources: Refinitiv Datastream, Candriam 
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The Omicron wave had less of an impact on activity than previous waves 

Sources : Refinitiv Datastream, Google Mobility, Candriam 
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Services production was only temporarily affected by the Omicron wave 

Sources: Refinitiv Datastream, Bloomberg, Candriam 
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While supply constraints were continuing to curb manufacturing activity... 

Sources: Refinitiv Datastream, Candriam 
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... German car production was about to recover 

Sources: Refinitiv Datastream, Candriam 
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The recent dynamism of demand is supporting moderate growth in business investment… 

especially since companies are in a healthy financial situation 

37 Mars 2022 
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Except in Spain, residential investment is recovering  

despite supply constraints and rising real estate prices 
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Residential investment 
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The ongoing improvement in the labor market supports income… 
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Employment growth in the euro area 
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… and household confidence 

Sources: Refinitiv Datastream, Candriam 
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The Ukrainian war is a clear risk for growth, 

as Europe is heavily dependent on Russia for energy 

Sources: BCA, Eurostat, Candriam 
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Even if energy prices follow market expectations… 

Sources: Refinitiv Datastream, Candriam 
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… energy will add more than 2% to inflation in 2022 

Sources: Refinitiv Datastream, Candriam 
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Measures taken by governments and accumulated excess savings could help cushion 

the erosion of household purchasing power... for a few months! 

Sources: Refinitiv Datastream, Candriam 
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Memo: in most countries, the increase in deposits accounted for most of the saving accumulation 
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Even if Russian oil is embargoed by the Allies, some offsets could be found  

and prevent prices to stay excessively high 

Sources: Refinitiv Datastream, EIA, Candriam 
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A full cut of Russian gas would be much more problematic  

Sources: Eurostat, IEA (A 10-Point Plan to Reduce the European Union’s 

Reliance on Russian Natural Gas), Candriam 
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With natural gas inventories are at an all time low,  

the EU should only be able to avoid shortages… in the first half of 2022…  

Sources: Aggregate Gas Storage Inventory, Eurostat, Candriam 
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… and the cost of rebuilding inventories for next Winter is going to be high 

Source: McWilliams, B., Sgaravatti, G., Tagliapietra, S. and G. Zachmann (2022) ‘Preparing for the first winter without Russian gas’, Bruegel Blog, 28 February  
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For the time being, sanctions are meant to be narrowly targeted in order to impact Russia 

without affecting the euro area’s energy imports 

Sources: JP Morgan, Refinitiv Datastream, Candriam 
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The direct trade impact of a fall in Russia’s imports should not be dramatic for growth,  

although some European countries may be more affected 

Sources: Refinitiv Datastream, OEC, Candriam 
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Banks’ exposure to Russia has significantly decreased since 2014 and is rather limited 

but cutting banks from SWIFT could have unintended consequences 

Sources: Refinitiv Datastream, BIS, Candriam 
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If tensions on the energy market do not worsen materially and assuming solid government support, 

GDP growth could still be above 3% in 2022 

53 March 2022 
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Memo: a full cut in imports of Russian energy products – especially natural gas –  

would trigger a recession 

Source: Candriam 

GDP growth would be lowered by 

0.75% of GDP. 
Direct trade impact (a ban on euro 
area exports to Russia) 

Consumption channel: higher natural gas – and 
electricity – prices reduce households’ real disposable 
income and purchasing power.  

2% higher inflation (with oil prices at 

$150 and elevated natural gas prices). 

GDP growth lowered by 1.8%. 

Main transmission channels  

to the euro area 
Impact on growth 

A 10% gas rationing shock is estimated 

to reduce euro area GDP by about 

0.7%. If all natural gas imported 

from Russia is missing, GDP growth 

would be lowered by 2%. 

Intermediate goods channel: natural gas is an input 
in the production processes of many firms. Besides the 
energy sector itself, which mostly transforms natural 
gas into other forms of energy, other large-scale users 
of gas are producers of chemicals, basic metals, non-
metallic minerals (glass, cement, ceramics, etc.) and 
food and beverages. 

By end of 2021, our 

natural gas needs 

could be reduced by 

33% to 50% of what 

we import from 

Russia. 

Indirect trade impact (lower growth in 
the rest of the world) 

GDP growth would be lowered by 

0.2% of GDP. 

Total impact on GDP ≈ -4.8% 

This will be partly 

offset by new 

governments support 

measures and lower 

excess savings. 

Possible  

policy offsets 

Additional fiscal 

support could step in 



The ECB is in a difficult position: while downside risks to growth have mounted,  

the labor market is very tight 

55 March 2022 Sources: Refinitiv Datastream, Candriam 
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As in the United States, the rise in underlying inflation can be explained  

by the pressures arising from the pandemic (I) 

56 March 2022 Sources: Refinitiv Datastream, Candriam 
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As in the United States, the rise in underlying inflation can be explained 

by the pressures arising from the pandemic (II) 

57 March 2022 Sources: Refinitiv Datastream, Candriam 
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The dynamics of inflation is however much less worrying than in the United States 

58 March 2022 
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The ECB has now to perform a delicate balancing act… 

59 March 2022 Sources: Refinitiv Datastream, ECB, Candriam 
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 PEPP holdings will be fully reinvested at least to the end of 

2024 and PEPP’s flexibilities will be retained for the reinvestment 

phase so that reinvestments can be “adjusted flexibly across 

time, asset classes and jurisdictions at any time”.  

 Purchases under the APP will be raised from the current 

€20bn/month to €40bn in April and then lowered to €30bn in 

May, €20bn in June… before it is stopped in Q3. 



…  and remain ready to tighten if “second round” effects are looming 

60 Mars 2022 Sources : Refinitiv Datastream, Candriam 
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