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O Main parameter: Business cycle
and demand in the EU

O Second parameter:
conjuncture in Russia

O Third parameter: EU-Russia
political relations — sanctions,
counter sanctions

O Nofe : tfrade war could affect
these parameters
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Source : Eurostat, 2019
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2. Tariff escalation:

e

current estimates of magnitude (1/3)

O What could be the magnitude
of the current tariff escalation?

O What would be the effects on

the US, the EU and China¢

O Could the tarif escalation
fransform info a currency ware

December 2019  Scenario Nicita et
IMF WEO (Oct 2019) aii (2018)

Sources : Nicita et alii(2018), Bekker and Teh (2019), IMF (2019)
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current estimates of macg

tude (2/3)

Modelizing tariff
shocks in frade
conflict
(trade weighted)

O What could be the magnitude A’r\éeri;?sg(?rcijncijﬂedl

of the current tariff escalation? weighted)

O What would be the effects on Applied Applied

Faced as
exporter

Faced as

the US, the EU and China¢ exporter .

importer importer

O Could the tarif escalation USA 2,94 122 2232 5876
fransform into a currency ware China 4,43 367 31,01 28,07

European

) 4,23 1,68 24,17 36,32
Union

Source : Bekkers and Teh (2019)
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O What could be the magnitude
of the current tariff escalation?

O What would be the effects on
the US, the EU and China?

O Could the taritf escalation
fransform info a currency ware

Estimated medium-term
effects of trade war on GDP

World -1,96 -0,3

USA -2,18 -0,6
China -3,14 -0,8
EU-27 -1,03 -0,2

Bekkers and Teh IMF WEO
(2019) (2019)
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3. Channels of transmission to the Russian

. Average Initial Taiff shocks in trade
O Tariffs tariffs conflict

Applied
as
Importer

O Demand shocks Applied

Faced as
exporter

Faced as

OTerms of trade exporter

Importer
1,19 /.58 11,58 5,43

Impact of tariff war Impact on
ORouble exchange on GDP value of exports

rate -0,37 -10,73

OOIl and gas prices

Source : Bekkers and Teh (2019)
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OTarifts Long term elasticity
O Demand shocks of Russian GDP to :
OTerms of trade US GDP [0,5 — 5]
OOil and gas prices EU GDP 0,3 - 3,9]
ORouble exchange China GDP [0,03 - 1,7]
rate

Source : Simola (2019)
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Falling Oil Price

eak demand linked to the trade war accounts for 70% of the decline

H Change in oil price due to demand ®... due to supply MOveral change (April 24 = 0) SOUfCG . DCIOUd (20] 9)
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) on U.S. goods Chinese imports . \ ," - y
O OI.I q nd gqs -Yuan sliding past 7 Yo ﬁa;ﬁOO?ai?l?gles |50
prlces Apr May Jun Jul Aug Sep ' Oct
2019
O R OU bl e Source: Bloomberg Economics BIOOITIbel'g L.+
eXChOﬂge I'CITG Long term elasticity of

Russian GDP 1o :
Qil prices [0,06 - 0,2]

Source : Simola (2019)
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Source : Central Bank of Russia (2019)
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[-0,1] (affer 3 months)

domestic inflation to :

Nominal
exchange rate

rate and inflation

OOIl and gas prices
pass-through

ORouble exchange

WEO, 2019)

O Demand shocks (IMF
O Terms of frade

O Tariffs

Source : Simola (2019)
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EU-Russia Trade, 2008-2018
O Bilateral tfrade (via oil prices and (billions of euros)

250

via bilateral demands) Source : Evrostat, 2019

200

O FDI (via reduced attractiveness
of Russial)

150

100

O Rouble — Euro volatility (via oill
prices and global financial
UncerTOinTY) ’ 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Eimports ®Exports

Historical order of magnitude : -20 to -40%
[50-100 billions euros)
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FDI Stocks of EU in Russia
(millions of US $)

70000

O BllOTerdl Trdde (ViO Oll prlces Ond 50000 Source : Central Bank of Russia 2019
via bilateral demands) 50000
40000
O FDI (via uncertainty and reduced o
atfractiveness of Russia) 10000
O Rouble - Euro VOlCIﬁm'y (ViCI oll _,mg 2007 2008 2009 2010 2011 2012 2013 2014 2815 2016 2017 2018 2019
. . . S1
prlces Ond glObOl fannCIOl 2000 m FDI stocks of European Union to Russia
IHSTCI blllTY) m FDI stocks of OECD-EU to Russia

Historical order of magnitude: possibly 100 %
[20-50 billions dollars)
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O A global frade war would hit Russia and Russia-EU trade not so much
by the tariff escalation per se, but by other, indirect channels :

O External demand shock
O Terms of trade shock

O Uncertainty (aggravated in case of rising interest rates, not mentionned here)

O Russia and EU should see global trade tensions as an incentive to
progress toward sanction and counter-sanction disarmament
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