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World GDP Growth: Worst is Yet to Come

Pandemic Sharply Reduced Global Growth
World GDP growth (in %), 1980 - 2023

verage growth 19602018 = 3.5
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Business and Borrowing Conditions Worsened

And spreads have risen

Government Bond Yields, 1 Year
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Inflation at 70-year high after Ukraine invasion

— Inflation was 10.4 % in August Consumer Price Inflation Germany
Year-on-year change, in %

— The main driver was energy, with
an increase of 43 %.
* Increasing household energy
* Gasoline, heating oil
* Increasingly: natural gas
— Food prices have also been rising
rapidly since spring

— Inflation is still expected to rise to
remain close to 10% in the coming
months

1: EEBAKERSRFRILE 70 £
[ G R B IR B 1 70 S, AEBLRMCRIEE S
PR A mREK, BMERLE 70 AR A MEIUIE, @
KA I BIX AR = K. 10 4 2 10.4% Bk, 3=
EORBEUES SR I, X R AR R, EE R
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Why is inflation likely to continue to rise?
The role of the natural gas price

— Wholesale prices, especially for Natural gas: Consumer price and based forecast for equilibri
N - consumer price, in r
gas, point to further price 03
increases for end consumers

— Natural gas is expected to cost
more than 20 cents/KWh (a
fourfold increase compared to
2021).

— Could mean an additional
5 percentage points inflation

— So: If a household used to pay
120 Euro heating costs per . -
month, you will soon pay ~500 s E Y
Euro . c —

2: RIREMIBHIF
[ AERR L ? A A GEAR > FraE BTE? & 2 W AR BIR
SRR R 2 = 2 2% LKA b, S5
FETH R ST RGO, SERRARNIE, RN R
AR RHENZENRK. BRI RIEE L
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The latest inflation boost: Food prices

— In addition to energy, goods have

Price change of selected food items, August 2022,

become more expensive which... year-on-year, in %
* ...need a lot of energy in tows oL e
production e E— 00
* ...need wheat or vegetable oil in oo EES— 1
production Wheat four INEEEEG— 9.4
mmmmmm S, 32 3
— Cause: Ukraine war oss EES—5 5
* Russia and Ukraine are some of e —
the world‘s important grain ol i E—
exporters ‘Semi-hard cheese I 2
* Grains are used as animal feed o RN 14
o7

E 3: HFEVBEBKIETF: BNt

K _EEk R T 2 RRIR I AR S, IR A2 A AN S 1 HEB)
A — B fh K IR IR B T 20%-50%, 2 E RS dn k.
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AR, XL M IR RRIRIE R X, K
GG 2 SRR R, DOAAE Po X e T RE . Lhan g
J 7RI TR R, A A P AR T R 2 e
Fhh, NEUFTRMERE W 552k, @mméﬁi
TN R OE, XENEMRBA. MEEHENYIE R,
X Ee T IR 2 2 BIR i

RWERESIR T — RIS, RONASE S RE 52 2]
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Who bears the Iargest burden of inflation?

- Different household types Household specific inflation rates and contributions, August 2022
N N in % or percentage points
experience different rates
of inflation

— Low income households
and families spend a larger
share of income on
household energy and food

4: WEERZ R ARBEKSE

TEAR, A= REFAR, XERMPDN. H—, 7F
Rz FIR, FONFEE RSB £, Fyikd
RIRFAET= 2, JUTRe I BB J TR .

BATVE— NI AE X 2oy, X % W48 5% 5% i
A2 KT FATIE 2019 48 E 19 )5k O &R S — A
FEAR, ET 2019 SE @A, FEEAT T 520 {2KkoT, 5 GDP
(1) 1.5%. FRATTBILAEAE 56387 2023 45 B T %7, X2 10

-79 -



Q 2022 i EReitis——2 HIK T I ERA GG

SDRF

A s tE B, RN RE IR EE 10 A0 K1, 09k
BECEM RS, Rl RN s S KA 2, Sk
X F) 2530 2Rkt % HR 1) 2000 /2 BK 61k 5 T 4 E GDP
(1) 5%, DAt o) 4 I s R k. Hodr, 600 2 Bk G 3 BE
T REMEEE, XERYE. HINREE RN RS,
2027 FRFMA W R, RATBEEZIMN 9 HhIFihhe
TS KRR TR, 1 BiE = H 1.

How big is the energy price shock in macroeconomic terms?

— Estimate via hypothetical (net) import bill for German hypothetical net fossi energy import bill at constant 2019
fossil energy with 2019 volumes and current volumes, in EUR bn
(September 2022) prices

— Import bill 2023 around 253.4

200 bn € larger than in 2019 (>5 % of GDP)

— If futures markets are right, permanent share is =
only a quarter of it

2164

— But private households could be burdened by

€60 billion in gas prices alone 1004

m
— (Positive development: Prices have come down 826

since September) . 52I4 o I

0
Prese19  Prsel)  PeseAR  PeseZ2  Prese2 Future Prose 2027

Bl 5: NEMEFAEER, RENBIAEESZKX?

B 6 5 M AR ity BLAIC), KA AR RS R, &K
REFE— N BAME T — DA, MBS EASRER
78. 5 A8 i 7 A, IR EAIR AR 0 AR AT
RN E DB, O 2 E R, 1
ISR B . 13% MR DT, 5K E . 914
SRR PRSI B o BRI — 2 1 32 U5 U B SORIAR, FRATT T
TS EL R NI F RIS AT IR, MBLESK 24
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The problem: consumer restraint due to lack of purchasing power

— Burden is so great that even many high
earners have to cut back on
consumption for much besides energy At

— This threatens a collapse in demand in
the catering and retail sectors, among
others.

— We currently expect a consumption-
driven recession for the winter

Quellen: Energ) jepreisbefragung des IMK; Berechnungen des IMK; gewichtete Werte. MK
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Risk 2: Gas rationing

— Since early September, Russia no longer
supplies gas to Germany

1
§

— There is a high risk that natural gas in
Germany will become scarce in the next
twelve months despite filled storage
facilities

PP ——

— Rationing could lead to production
disruptions and supply chain problems

__....,
‘B EEEEEEEREE !

7: SiEE%
BRI RAT NG, TS EFmmeE T, it
MRS . ERERA DK, R IR KR Z ]
RES SEATF IR, MBA17E 2008 SEA1 2011 4E (1 5l o 4
e . ANEEAU, RIS MRS R AATER .

Our forecast: A consumption-driven recession over the winter

— In our forecast, we see a recession in Germany
and a slightly less deep recession in the euro

area
— Why is the euro area more resilient? GDP growth in %
* Less dependence from Russian gas .
03
2022 2023 2022 2023 2022 2023
Germany Euro area USA

Source: W forecast

=
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Details on German GDP growth

German economy
Gross domestic product Private consumption expenditure

15
110
105 W
100
6

T A T N 37 N 7 e
206 | 217 | A6 | D0 | AN | AW | A2 | 2D | 2016 18

£ ]
K Je gl e ab e o de.g Eide gl de gk e ol 3e.)

9: f&[E GDP #&Ki¥lF
FARIRAEIX BRI 32 Z R AR, (B WM 11 O BR 7 [
MIZERA K. 42872 GDP, #akRE GDP &ANFFE AR
3. ZRIATN GDP 2H Rk, REE7, ARENZ
GDP F| 2023 FJE 2K T 2019 E MK, k& i vl fig &
A TERHIR .
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Why basic industries should be kept in Europe and Germany

— Environmental policy: It does not help if energy-intensive
production is forced abroad, where there may be less emphasis
on decarbonisation.

— Economic policy: Energy-intensive industries often occupy
important positions in value-added and innovation clusters

— Security policy: Without basic industries (steel & chemicals) a
"strategic autonomy" of Germany and the EU is hardly
conceivable.

— So: the goal should be decarbonisation of existing industries, not
displacement abroad

— Consequence: We will see more active industrial policy in
Germany and the EU

10: At AEH T EEERCNFIEE
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Animated Chart: China’s Aging Population (1950 to 2100)
From https:/iwww.visualcapitalist com/cp/chinas-aging-population-problem-1950-2100/
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Figure 1-4.

CBO's Baseline Projections of Outlays and Revenues, Compared With Actual Values 25 and 50 Years Ago
Percentage of Gross Domestic Product

Mandatary Outlays Dise rethonary Outlays Met Interest

Social Major Health Care
Programs* Other

Security
1968 I 7 Io.a I
19494 . 44 l kL I .
019 . 4.9 . 5.2 I 25
-l B I

Tatal Outlays. Total Revenues Defieit

Source: Congressional Budget Office.

In 2028, October 1 (the first day of fiscal year 2029) falls on a weekend, 5o cenain payments that are due on that date will instead be made in
September, thus boosting cutlays in fiscal year 2028 and reducing them in 2029, Such shifts affect projections of cutlays for the majer health care
programs, ather mandatory outlays. defense discretionary outlays, total outlays. and the deficit. A similar shift boosted oullays In those calegories in
1994, The data presented here have been adjusted to exclude the effects of those timing shifts.

a. Consists of outlays for Medicare (net of premiums and ather offsetting receipts), Medicald, and the Children's Health Insurance Program, a5 well a5
outlays to subsidize health insurance throwgh the under the Af Care Act and redated spending.
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Source: Congressional Budget Office.

The extended baseline generally reflects current law, following CBO's 10-year baseline budget projections through 2029 and then extending most of
the concepts undertying those baseline projections for the rest of the long-term penod (In his case, twough 204%).
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