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Key Points

* Global risks are rising — Ukraine war critical situation.
* RMB Internationalization does not equal De-dollarization.
* Dollar dominance is US to lose, not for others to gain.

* As long as Dollar offers higher ROE, liquidity/low transaction
costs; lower risks — including settlement infrastructure stability,

Dollar unchallenged.

* Sanctions are negative for dollar — Afghanistan effect — fear of
confiscation/freezing; uncertainty.

* Investment climate subject to Geopolitical/Geoeconomic Risks,
look out for further debt distress as high interest rate bites.
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https://www.visualcapitalist.com/100-trillion-global-economy/

Global Growth Will Bottom Out at
2.8% This Year Before Rising
Modestly to 3% In 2024

* Global economy suffering cumulative
effects of three years of adverse shocks
— COVID-19 pandemic plus Ukraine.

* Inflation Declining with Rate Rises but
Elevated amid Financial Sector Stress.

* Indebtedness Staying High.

* China’s Economic Reopening, absorbing
qguarter of exports from Asia but
property market and weak
consumption dampening growth.

Source: IMF. 2023. WEO Apr 2023

Table 1.1. Overview of the World Economic Outlook Projections
(Percent change, unless noted otherwise)

Projections
2022 2023 2024
World Output 34 2.8 3.0
Advanced Economies 2.7 1.3 14
United States 2.1 16 1.1
Euro Area 3.5 0.8 14
Japan 1.1 1.3 1.0
United Kingdom 4.0 0.3 1.0
Canada 3.4 15 15
Other Advanced Economies? 2.6 1.8 2.2
Emerging Market and Developing Economies 4.0 3.9 4.2
Emerging and Developing Asia 44 53 51
China 3.0 5.2 4.5
Emerging and Developing Europe 0.8 1.2 25
Russia -2.1 0.7 1.3
Latin America and the Caribbean 4.0 1.6 2.2
Middle East and Central Asia 5.3 2.9 3.5
Sub-Saharan Africa 3.9 3.6 4.2
World Trade Volume (goods and services) b1 24 35
Imports
Advanced Economies 6.6 1.8 2.7
Emerging Market and Developing Economies 3.5 3.3 51
Exports
Advanced Economies 5.2 3.0 3.1
Emerging Market and Developing Economies 41 1.6 4.3
Commodity Prices (US dollars)
0ils 39.2 241 -5.8
Nonfuel (average based on world commodity import
weights) 74 -2.8 -1.0
World Consumer Prices® 8.7 7.0 49
Advanced Economies’ 7.3 4.7 26
Emerging Market and Developing Economies® 9.8 8.6 6.5



https://www.imf.org/en/Publications/WEO/Issues/2023/04/11/world-economic-outlook-april-2023

Figure 1.4.2. ASEAN+3: Sources of Geopolitical Risks
and Key Channels of Impact to Growth

AS EA N +3 ECO n O m i e S’ W it h D e e p Figure 1.4.1. World: Geopolitical Risk US-China « Trade--especially in electronics and

(Index, 100 = 1985-2019) techrivalry, technology products; foreign direct

Cross-border Linkages Particularly s, oot strategic -
- . / Ukraine crisis competition reconfiguration of existing supply chains
Exposed to Geopolitical Tensions

\
Middle _East '@ - Inflation--from oil supply shocks
tensions

400

Iraq War

/

300

* Geopolitical tensions outweigh

Russia's el « Inflation--from energy and commodity
. . annexation North Korea .
ad ny pe rceijve d b en ef| ts fo r 200 of Crimea tensions supply shocks; supply chain bottlenecks,
’ U disruption to people movement and
\ Ukraine crisis financial flows

ASEAN+3 region. Reconfiguration
of existing supply chains is
complex, costly, and time- A R—— o O

100 « Trade--from lower import demand in key

trade partners affected by the escalation

of the conflict

1 1+ 1 ) ] Military action « Trade, transport and logistics, travel and
CO n S u m I n gl a n d It I n C re a S e S t ra d e Figure 1.4.3. World: Trade Uncertainty in key territories tourism activities
[ ] [ ] [ ] f d
and logistics costs for all parties (¥
. 80 New round of US tariffs  Figure 1.4.4. ASEAN+3: Monthly FDI Announcements
involved. called offn anticipation . (vumber; billions of US dollars)
. . 80 US tariffs on more
* Uncertainty about trade policy 600 R tan USD125 bilon | 59
e o 4 124 b / ‘g:lirr':;?eg?:'d (SZI::;n
I n d u C e S a Wa It - a n d - S e e 40 A series of tariffs by New.s about \ announcgs |;Ianned
the US and China semiconductor 200 tariffs 2

postponement Of neW FDI Or goes into effect trade restrictions

by the US on _— Phase One trade

expansion plans, * AN Crins emerge g
— 200 US increases tariff on 10
¢ St|ﬂ|ng innovatiOn, r'Ed UCing 001 2015 Q32016 Q12018 Q32019 Q12021 Q32022 3‘;,"35223';.‘;2,‘,"”"““

knowledge exchange and 0 0
p ro d uct |V|ty. Jan18  Aug-18  Mar19  Oct-19  May-20  Dec-20

s Announced projects

Capital expenditure of announced projects (right axis)
Source: Amro. 2023


https://www.amro-asia.org/wp-content/uploads/2023/05/AMRO-AREO-2023_FA-for-Web-May16.pdf

Recovery in Travel and Tourism Has Been More
Pronounced in ASEAN than in the Plus-3

Figure 1.3.1. ASEAN+3: International Travel Restrictions
(Index)
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Figure 1.3.4. Selected ASEAN+3: Tourist Receipts
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Figure 1.3.2. Selected ASEAN+3: International Flight
Arrivals
(Index, December 2019 = 100)
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Figure 1.3.5. Selected ASEAN: Target and Actual Tourist
Arrivals
(Millions of inbound tourists)
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Figure 1.3.3. Selected ASEAN+3: Tourist Arrivals
(Index, monthly average of 2019 = 100)
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Figure 1.3.6. Selected ASEAN: Share of Tourist Arrivals, by Source Economy
(Percent of total arrivals)
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https://www.amro-asia.org/wp-content/uploads/2023/05/AMRO-AREO-2023_FA-for-Web-May16.pdf

Real Interest Rate (ex ante)*

Real Interest Rates of 40 Major World
Economies (as of March 2023)

QO®I0OGed®

* Over half of major economies have negative
real rates.

* |n order to control inflation, the Central Bank of
Brazil has kept interest rates above 10% since
February 2022.

e The US Fed Reserve has raised interest rates ten
times since March 2022 to tame inflation.

* Despite a 78% nominal interest rate, Argentina's
real interest rates remain negative due to the
country's annual inflation rate of over 100%.
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https://www.visualcapitalist.com/visualized-real-interest-rates-by-country/

Surprisingly Strong Data, Dollar
Weakness and China’s Reopening
Pushed EM Capital Flows Back into
Positive Territory in 1Q23

Figure 1: EM net capital flows
$bn, 3m moving sum
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Figure 2: EM ex. China gross capital flows
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Figure 3: EM China daily portfolio flows breakdown by type
$bn, 3m rolling sum
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Figure 5: Basic and current account balances for EM commaodity
importers and exporters
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Figure 4: EM ex. China FDI inflows and M&A deal proxy
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https://markets.jpmorgan.com/research/email/-3r2g5du/bWP2XlocobVBaN451wV3UQ/GPS-4412290-0

McKinsey Global
Balance Sheet

Macro-trends
(1970-2020)

Debt-driven

sluggish growth
lacked productivity
increase, inflation
threats

The global balance sheet began rapidly outgrowing GDP in about 2000.

Global' net worth market prices relative to nominal GDP, 1970-2021

MNet worth/GDP, %
1,200 China
Japan
1,100 Global average
Germany
1,000 z
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'Global average is derived from 30 countries that account for - 77% of global GDP: Australia, Austria, Belgium, Canada, Central and Eastern Europe

[Czech Republic, Estonia, Hungary, Latvia, Lithuania, Skovakia, and Slovenia), China, Denmark, Finland, France, Germany, Greece, Ireland, ltaly, Japan, Mexico,
Matherlands, Mew Z ealand, Morway, Portugal, South Korea, Spain, Sweden, United Kingdom, and United States.
*For the United States, housahold net worth and country net worth differ markedly due to high values of corporate equity relative to assats.

Source: OECD; McKinsey Global Institute analysis

McKinsey & Company



US Corporate Profits
Gained from
Globalization —

Will Wall Street
arbitrage, leveraged

and invested in EME
through FDI/FPI

model still continue
with decoupling?

US corporate profits as a share of GDP have increased since the mid-1990s and
are at historic highs.

Corporate profits as share of GDP, indexed 10 1997 =100, 1995-2021

180 us
corporate
160 /N profits

140 //I\
120 // \V/

~— 7 S — = corporate
profits
60
40
20
1805 2000 2005 2010 2015 2020

Source: MGI GBS modal; naticnal statistics offices; Oxford Economics; World Bankg McKinsey Global Institute analysis

McKinsey & Company
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Global Fixed Income Outstanding Global Fixed Income Outstanding

2012 - $87.9 Trillion 2021 - $126.9 Trillion
US Accounts for 40% GIObaI Afg;:ia 1@2{0 1?1'\310 Ol_géﬁ Singapore AL;S.;r;:ia 1I.E4h;’o 1I-:"|r\'::{> Dl_géﬁ Singapore
. Canada 0.3% Canada 0.5%
Bond & Equity Markets 2012- 2% 2%
2021 6.8% 5.7%
* US & USD maintain global dominance in
financial markets.
. China
* US equity market share rose between 4.9%
2012-2021 due to outperformance in
teCh . Global Equity Market Cap Global Equity Market Cap
2012 - $56.7 Trillion 2021 - $124.4 Trillion
* EU market share continue to decline in Canaga Austalia  Singapore Canada AUV
. UK 3% 2.4% 1.3% 2.6% ) 095$
relative terms. 58% 0 L -
* Insufficient EM development of long- 0% .
term pension and social Japan 5.3%
security/insurance funds. 6.5%

* [Insufficient attention to equity markets
to deleverage reliance on debt.

EM
14.9% China

6.5%

Source: Bank of International Settlements (BIS), World Federation of Exchanges
Source: Sifma. 2022 Note: Market capitalization of listed domestic companies.


https://www.sifma.org/wp-content/uploads/2022/07/CM-Fact-Book-2022-SIFMA.pdf

Global FX Market Remains Concentrated in a Few

Currencies, with US Dollar Dominating

Source: BIS. 2022

The international role of the US dollar

In per cent Graph A2

A. International role of the US dollar’ B. US dollar share of official foreign exchange reserves

World trade - 725

Global GDP - -
i."i‘.i“.‘ e i L L L L L L)
il

67.5

M 65.0

62.5

Trade invoicing 60.0

ST pemEns ST R T R T B B - A
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I USshare B US dollar share of the global markets — USD  =—— 20-year average
22 Of which: offshore

! Data refer to latest available value. 2 USD-denominated cross-border loans by banks to counterparties in all countries (excluding inter-
office claims but including interbank claims on account of loans and deposits). Offshore refers to cross-border loans excluding loans from
United States and on United States. 3 USD-denominated international debt securities by all issuers; these securities are issued outside the
local market of the country where the borrower resides (eg eurobonds or foreign bonds). Offshore refers to USD-denominated loans/debt
issued outside United States.

Sources: G Gopinath, “The international price system”, NBER Working Papers, no 2164, 2015; IMF; Bloomberg; CPB World Trade Monitor,
SWIFT; BIS debt securities statistics, BIS locational banking statistics; BIS Triennial Central Bank Survey.

© Bank for International Settlements
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https://www.bis.org/publ/qtrpdf/r_qt2212x.htm

Surplus Country
Japan
Germany
China
Hong Kong SAR
Taiwan*
Norway
Singapore
Switzerland
Russia
Netherlands
Saudi Arabia
Total

Source: IMF. 2023; Bank of Russia. 2023; Note: *2021 data.

NIIP Surplus (bn)
3,165.5
2,932.9
2,531.3
1,761.3
1,410.7
1182.5

822.1
778.9
770.4
753.9
681.6
16,791.0

Deficit Country
USA
Spain
France
Ireland
Mexico
Australia

United Kingdom

Net International Investment Position (NIIP) Surplus
and Deficit Countries 2022 — iMF data

Deficit (bn)

<

-16,117.1

-855.8
-738.4
-647.3
-593.0
-580.6
-324.3

-19,856.4

13


https://data.imf.org/regular.aspx?key=62805744
https://www.cbr.ru/eng/statistics/macro_itm/svs/key-ind/

Section 3 RMB Internationalization



Renmin University Index of RMB Internationalization
shows upward trend but still below potential

RMB Internationalization improved Use of RMB rising to 8%+
6 - 11% -
8%
5 -
6% -
3 - 3% -
2 - 0% +rrrrrrrrrrr T
0 - 2015 2016 2017 2018 2019 2020

2010 2015 2020 Figure 2 Comprehensive Indicator of RMB Use in International

Financial Denomination and Settlement
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Figure 4.1.1. A Timeline of US-China Trade Tensions

US Containment of China: e.g. Chip
War etc will Reduce Global Trade

US-China trade war resumes, with
Huawei added to entity list and additional
25% tariff on $200 biIJIifn in Chinese imports

US imposes 25% tariff on $34 US Treasury designates China a currency manipulator
billion in Chinese imports A _— t _—
. . I ariff wars undone, with exemptions/bans
e CHIPS Act and Inflation Reduction Act (IRA) 4 | A
. . . | I I
aim to restore US leadership in key | | |
teChnOIOgieS by imposing hlgh dOmeStiC- .JuI.—Sep.E[IHB Dec.i2[11ﬂ May 2019 i Aug. 2019 Jan.i:ZD:ZD Feb.—Sep. 2020
i |
content requirements. | v | i
. . | ice in trade war I Phase One trade agreement
A J Y )
* I n d UStrI d l POl |Cy h as r_e p l.aced F re? M d rket 25% tariff retaliation on $34 billion in US imports 25% tariff retaliation on $60 billion in US imports
ideology, requiring shift in EU policy stance.
Euro pean C h 1 PS Act aims to bOOSt EU Biden administration’s official statement President Biden signs Creating Helpful Incentives to Produce
. . 0 to keep tariffs on China in place Semiconductors and Science Act, and Inflation Reduction Act
semiconductor industry to 20% of global

production capacity by 2030, with more
than €43 billion in investments.

————— ___________....

Extended ban on investments in
Chinese companies
with ties to the Chinese military

Indo-Pacific Economic
Framework for Prosperity
launched with a dozen

New export controls prohibiting

————————— e

A sales of advanced chips and
. . e . | partners chip-making technology to China
* Protectionism will increase, with key blocs | A A
eme rgl n g ) Jan.—FEIh. 2021  Sep. Iﬂ]zi Jan. 2022 May I2[]22 Aug. 2022  Oct. :2022 Dec. 2022
* India, Middle East, and Japan/Korea/Taiwan | |
SEtting up semiconductor Supply chain Sanct‘i'[rms imposed on 28 former World Trade Organization rules against the US

independent of China.

Source: IMF. 2023. WEO April 2023, Chapter 4.

Trump administration officials

in Section 232 tariffs on steel and aluminum
and Hong Kong SAR labeling disputes

1._____________

World Trade Organization authorizes China to impose compensatory tariffs after US
refusal to adjust antisubsidy duties inconsistent with World Trade Organization



Sanctions Increase De-
globalization and De-
d O I | a ri Zat i O n Figure 2 - Value and share of global trade under active sanctions

USS trillions Share of world trade

 29% of global trade under

16 16%

sanctions of some kind.

14%

12 12%

* 40% of energy producers
under sanctions.

0.6

10%
8%

6%

* USA imposed two-thirds of
world's sanctions since .
1990ss on more than 20
Cou n tries Si nce 1 9 9 8. 2002 2003 2004 2005 2006 2007 2008 2009 2010 20m 2012 2013 2014 2015 2006 2017 2018 2019 2020

4%

Source: GSDE / CEPII / Oxford Economics B Trade under sanctions === Share of world trade under sanctions (RHS)
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China Recovery Depends New Economic Team Turning Around
Consumer Confidence, from Weak Property and Equity Markets
— Asset Deflation Threat

Figure 6. Global Growth Contributions Figure 7. China’'s Reopening 2. Estimated Spillovers from China’s Projected Growth in 2023
(Percent, quarterly year-over-year growth) (Change in Asia-Pacific growth, percentage points)
100 - _ Chinese growth in 2023 is projected to be 0.8 percentage - 0.80
W China point higher than in the October 2022 World Economic
90 - India _  Outlook. - -0.70
I Rest of Asia
1. Growth and Private Consumption
80 - n (Percent, real growth year-over-year) - - 0.60
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Source: IMF. 2023. Regional Economic Outlook: Asia and Pacific, May 2023.



In Next Two Decades, Asian Shift from Global Factory to Digital
Services will Increase CBDC Net Clearing, Reducing Need for USD

Figure 1. Global services output and services exports

= GDP == Merchandise exports

400 r
350 f

300 f
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Services exports Services value added

—

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: OECD. 2022. Shedding Light On The Drivers Of Services Tradability Over Two Decades
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Financial Services Most Profitable Segment of Global Economy,
Room for Growth in Fintech Since 1.5 bn Adults Still Unbanked
plus 2.8 bn Adults Underbanked ( > Half the World’s Population)

Exhibit 4 - Financial Services Is One of the Most Profitable Sectors of the Exhibit 6 - Over Three-Quarters of Adults Remain Unbanked or

Global Economy

Net Margin (%) by Industry, Global

Represents a Banks have a
0,
$2.3T profit pool 30% net margin

Underbanked Globally

% of unbanked and underbanked adults across major global regions

RE Energy Consumer Manufact. TMT Pharma

Source: BCG. 2023

Unbanked Underbanked Cash Mobile
adults adults Usage Penetration
Unbanked  Underbanked (M) (M) (%) (%)
World 1,546 44% 89%
North America 15 21% 93%
~10%
—————————————— average

net margin Europe 54 23% 96%

APAC 820 59% 85%

LATAM 164 60% 87%

Retail
MEA 493 58% 83%
20


https://www.bcg.com/publications/2023/future-of-fintech-and-banking

CBDC Pilots by HKMA, BOT, CBUAE and PBoC Next
Stage will be Cross-border Payments

mBridge journey Graph 1 Transaction types tested on the platform Graph 7
° oumn nuﬁud'):mrﬂnu
Domestic issuance & Cross-border payment
Central Bank of the UAE
(CBUAE) announced Project @ HONG KING MONKTARY ORI redemptlon using domestic CBDC Cross-border FX PvP
Aber in partnership with Saudi et
Hong Kong Monetary Central Bank (SAMA) oo insid il )
ANOTY(HKMA)+ & « - « s v o me - - = w2 s seONDA . oo o an
Conducted Project PBCOCI launched 2020 . i CENTRAL BAYK OF THE U AE
BERCER e-CNY pilots in Partnership PR A KA A
Digital Currency Institute various cities across completed in Js ®OF T W R ‘
of the People’s Bank of s LG 4 \ November 2020 Project S Sy sueis
Chiv;a (PBdCDCIl) begins : 2019 n \ Inthanon-LionRock
work on developing an i d Innovation
testing e-CNY ey e eBISE
Jjoining of BIS

Innovation Hub HKC,
PBCDCI and CBUAE

2021

Jan 2019 25 s

Phase 1 — O
Concluded @ Dec|
o o
. H Dec 2019 = S
"""""" ==c8 L‘l’_l"zolg HKMA and e---------® Sept2020 ®---------® [o—] 2022
Bank of Thailand c o “eq  BOT completed Phase 2 'Sep mBridge pilot
(BOT) initiated oncluded. project Inthanon- started Sept 2021
Project Inthanon LionRock Phase 2 was successfully
Completed conducted using real

value transactions

Transaction

21
Source: BIS. 2022. Connecting economies through CBDC.



Bottom Line Scenarios, Not Predictions

1.US win — Dollar hegemon role
unchallenged

2.Ukraine loss — multi-currency payment
system develops faster

3.Nuclear war — gold returns



Thank you

Q&A to

altsheng8@gmail.com
https://www.noemamag.com/the-one-earth-balance-

sheet/
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