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Last week, leading politicians and economic experts from all over the world came together at the World Economic Forum in Davos, Switzerland, to discuss strategies for solving global
problems. After a two-year forced break due to the pandemic, the invited political and economic leaders gathered at the annual World Economic Forum (WEF) meeting in the alpine village
under very much changed circumstances. The world is no longer the same after the outbreak of the coronavirus pandemic and the Ukraine war. Accordingly, “History at a Turning Point” was
the overarching theme, on which around 50 heads of state and more than 2000 delegates from economy and academia exchanged views.

The World Economic Forum was founded in 1971 by economist Klaus Schwab. Once a year, the Forum invites leading politicians, managers, scientists and media representatives from all
over the world to its annual meeting in Davos to discuss important global issues. In recent years, however, Schwab has increasingly opened up the conference to opponents of globalisation
as well as social and environmental organisations. This year, the opening speech was given by Ukrainian President Volodymyr Selenskyj. In a video address, he called on the international
community to impose “maximum” sanctions against Russia, suggesting that there should be “no more trade with Russia”.

Pandemic and Ukraine War Have Exacerbated Global Problems

The pandemic and, right on its heels, the war in Ukraine have created many new problems and further aggravated existing ones. This was the gathered experts’ baseline opinion at the
Forum. The pressure on climate policy for one, but also the debt crisis faced by poor countries has further intensified. More than a quarter of a billion people are at risk of descending into
extreme poverty in 2022, according to a report published in Davos by the emergency aid and development organisation Oxfam.

Before the pandemic, inequality between countries was on the decline, but is now increasing again. The recovery is made more difficult by the high foreign debt many countries owe.
According to Oxfam, 60 per cent of low-income countries are on the verge of insolvency. A survey of leading economists by the World Economic Forum shows a similar picture: 81 per cent
of the economists surveyed expect the risk of default by low-income countries to have increased since the outbreak of the Ukraine war. Only 37 per cent expect a higher risk for the
industrialised nations.

Focus on Supply Chain Problems, Food Shortages and Climate Change

A growing problem for the global economy is also the ongoing supply chain bottlenecks and the risks of high dependence on certain suppliers and countries. Most recently, the severe
lockdowns in China have again exacerbated supply problems. Top politicians such as the German Minister of Economics, Robert Habeck, left no doubt in Davos that turning away from
globalisation is no solution to the problems. But the rules will have to change to ensure greater resiliency, the Green politician said.

“To be honest, the situation regarding the lockdowns in China is the biggest challenge right now because it has a huge impact on transport,” said Volvo Chief Purchasing Officer Andrea
Fuder, calling it a historic supply crisis. The supply problems could reverse the trend towards globalisation and international integration of manufacturing chains. Thus, 79 per cent of the
economists surveyed by the WEF expect a higher fragmentation of goods markets.

The food shortage, which was partly triggered by the climate crisis, has also been further exacerbated by the Ukraine war. David Beasley, head of the UN World Food Programme, spoke of
the greatest humanitarian crisis since World War II, as the “breadbasket of Europe” is mostly out of the equation following the Russian invasion. Experts and politicians are warning of a
global food crisis and hunger in many parts of the world.

Since the war began, world market prices for wheat have risen sharply. That in itself would be problem enough, but food will also become scarce, warns Beasley. Even before the war,
estimates put 44 million people in 38 countries on the brink of famine. Now, another 40 million could be added to that number by the end of the year.

Climate policy also continues to be a key issue. Society has fallen far behind in the fight against climate change, said US investor George Soros. It is possible that climate change is already
irreversible, Soros said. However, the Ukraine war and the Western nations’ sanctions against Russia have also forced and accelerated the transition to sustainable energy sources in many



countries. Europe is likely pushing towards green energy harder than the US, according to the WEF survey. 43 per cent of economists expect a stronger move towards green energy
sources in Europe, compared to only 9 per cent for the US.

Energy and Food Prices Fuel Inflation, but no Recession on the Horizon

Food and energy shortages are also likely to continue to drive price increases. Accordingly, the problem of high inflation rates was also a topic in Davos. The US Federal Reserve has
already initiated an interest rate turnaround in the fight against inflation, the ECB only recently signalled an interest rate increase for July. In Davos, ECB chief Christine Lagarde affirmed that
key interest rates could be back in the green by the end of the third quarter.

Lagarde cited a number of forces that acted as a counterweight to the pressures of the Ukraine war. Among other things, she pointed to low unemployment and high household savings.
Lagarde does not expect a recession despite the war in Ukraine. “At the moment, we do not see a recession in the Eurozone,” the ECB president said. An economic downturn is currently not
a base scenario for the central bank.

According to IMF chief Kristalina Georgieva, a global recession is also not in sight. The global economic growth of 3.6 per cent forecast by the International Monetary Fund is far from a
recession, Georgieva said at the WEF Annual Meeting. In general, the economic experts gathered in Davos have become more cautious in their world economic outlook. 58 per cent of the
economists surveyed by the WEF expect weaker economic growth for Europe. For the USA, 62 per cent of the experts expect moderate growth.
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