
Lost illusions and great expectations

T he year 2023 began with great enthusiasm, not to say exuberance, but in all likelihood it will not be 
the year that most observers and investors were expecting. While it is of course too early, halfway 

of the year - and in which the country still seems to be mired - and the turbulence observed since early March in 

These examples have the merit of reminding us of two essential things that the market had lost sight of: access 
to abundant, cheap energy remains absolutely central to the functioning of the global economic system, and 

the year seems to be receding, and with it the risk of further, and certainly excessive, tightening by the monetary 

by services - coupled with record levels of natural gas stocks in Europe and an oil market that is still adequately 

 

 
whose disruptions are likely to thwart even the greatest expectations.

nonetheless remains very demanding and uncertain (see page 10).
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The resilience of the global economy 
is  confirmed,  but the outlook 
remains gloomy

The positive news surrounding early 2023 
has been reflected in the macroeconomic 

growth f igures for the f irst quarter of 2023 
(Chart 1) 

have conf irmed that the feared spectre of 
recession has receded, at least for the time 
being. As we mentioned in our previous 
Barometer ,  the worst-case scenario of 
a recession triggered by a disruption in energy 
supply has been avoided in Europe. However, 

 

did not escape a technical recession after all. 

come from a surge in consumption. Household 
spending was revived by the lifting of health 
restrictions and the reopening of the economy 

month, is showing its resilience in the face of 

f irst quarter, our growth forecast for the 
global economy in 2023 has even been 

(Chart 2). The main drivers of the 

to this upward revision (Chart 3) .  These 
prospects are reflected in our assessments, 

 
2  downgraded.  With the exception of 

 

which is benef iting f rom the upturn in 
tourism (Box 1) and the easing of tensions 
in supply chains.

Although more positive, the outlook for 
economic activity remains lacklustre for 
2023 and beyond, particularly in advanced 
economies. Our forecasts suggest that growth 

reflects the fact that the global economy is 

remaining below pre-pandemic standards.
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Besides, the list of economic, f inancial, 
geopolitical, social and climate-related risks 
continues to grow.

high on the list. In this regard, our expectations 

down inflation rates in their wake in most 
economies. On the other hand, as we also 
pointed out, the signs of more entrenched 

such as energy and unprocessed food, has 
not turned as convincingly in advanced 
economies, stabilising at high levels in

lower in Japan, it has exceeded the central 

(Charts 4 and 5).

Moreover, as we pointed out in our previous 

pressures are still on the horizon if economic 
activity were to accelerate. The recent lull in 
international energy prices, largely due to 

that of its manufacturing industry, has not yet 
reached its full potential and is likely to exert 
upward pressure on gas supplies, which remain 

the very comfortable level of gas reserves 
in Europe means that - barring extreme 

out the possibility of shortages next winter, 
competition for available supply is likely to 
intensify over the coming months. In addition, 
although far from the peaks reached in the 

the benchmark for European gas, are still twice 
as high as they were before the pandemic, and 
future contracts for delivery next winter are still 
three times higher.
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Box 1:  

The transport sector2 records the highest number of sector risk assessment upgrades in this Barometer

demand. The reasons for the upgrades vary from one region of the world to another, but are 

Among the various transport industries, air transport has suffered the most from the consequences 
 

conditions for international tourists easing in May. The lifting of these restrictions will support 

 

(Table p. 13). 

(Chart 1.1). 

The coming months will show whether this trend is conf irmed. The upturn in the number of 
(Chart 1.2)  

 

helped by the introduction of a single fare on all lines. The recovery in tourism has also boosted air 

different types of transport-related activities, from equipment manufacturers to companies in charge of transporting 
people and goods.
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Meanwhile, despite the recent fall in spot 
prices, the oil market appears potentially 

per day, in addition to the 2 million barrels 

a cut in its production f rom March, in 
response to the implementation of sanctions 
targeting its oil sector (price caps and a 
ban on its maritime exports of oil and oil 

global demand from the market (Chart 6). 
At the June meeting, the group already 
agreed to extend its production cuts until 

global demand is currently keeping prices 

Brent crude oil prices have averaged around 
 
 

low level of oil product stocks and the market 

the year. We are therefore maintaining our 
forecast of an annual average of around 

slowdown, tensions in the oil market are 
likely to persist beyond 2023, and we expect 

Beyond energy prices, agricultural commodity 
prices are also worth monitoring. While their 
decline in recent months has not necessarily 
been passed on to consumer prices, new 
upside risks are already emerging for 2023 

continue to exert pressure on prices, especially 

 
July 2022, was only extended by two months on 

on the horizon from the second half of 2023. 
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lead to warmer conditions and intense water 

of Australian wheat, Indian and Brazilian 
sugar, and Indonesian and Malaysian palm oil, 
for example, could be affected (Box 2).

Towards a credit squeeze

The effects on inflation of the unprecedented 
monetary tightening in recent months are 
still largely to be seen, particularly in terms of 
service prices. The latter are still rising faster 
than before the pandemic, at levels that are still 

aggressive monetary tightening since the start of 
2022, the main central banks continue to slow the 

that a pause in rate hikes is on the cards for the 
next few months. In doing so, it would follow 

increasing their policy rates at their most recent 

 

will probably be forced to raise them again 
at its next two meetings.

and they are considering a short-term pause to 
assess the impact of the rate hikes that have been 
underway for over a year in most cases. This issue 
has been at the heart of concerns since the recent 

triggered this turbulence, was partly attributable 

the risks to financial stability associated with 
a particularly aggressive rate hiking cycle. This 
turmoil in the banking sector can legitimately 
raise concerns about a credit squeeze, which 
is already clearly visible in surveys of European 

(Chart 7). As the slowdown in new 
lending to households and businesses drags down 
domestic demand - and therefore ultimately 

a more cautious stance from central banks. 

is hard to believe that central banks will lower their 
policy rates between now and the end of 2023 - 
unless, of course, there is a recession. 

The full impact of the banking turmoil, like 
that of monetary tightening, has yet to be felt. 

the current crisis seems to be concentrated mainly 

fragmented, is likely to undergo another wave of 

the data do not point to a “sudden stop” in new 

credit seems inevitable given the recent results of 
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Box 2: 

Concerns about agricultural commodities are growing in Q2 2023. High production costs, trade 
tensions and increased weather risks will weigh on global agricultural production in the coming 

remain high compared with historical trends over the past six years (Chart 2.1). Meanwhile, in the 
second half of the year, several countries, led by India, will maintain the restrictions on food exports 
introduced almost a year ago, putting strain on global trade. This is all the more true given that 

(Chart 2.2).

Concomitantly, agricultural commodities remain at the centre of the geopolitical game. 

agreement, which is very fragile, since the decision to extend it is taken every two months, de facto 

Finally, the increasing frequency of climatic and meteorological anomalies will only increase the 
volatility of agricultural commodity prices on the markets. In the northern hemisphere, the current 

 

change. In concrete terms, the production of several agricultural commodities (sugar, palm oil, 

Against this backdrop, agricultural commodity prices are set to rise again, as is the case for sugar.  

are supporting demand for sugar to produce bioethanol, and weather forecasts are increasing 

Chart 2.1 : Chart 2.2: 
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bank surveys. As the Eurozone is more dependent 

magnitude to credit conditions would have even 
greater repercussions (Chart 8). 

Accordingly, companies will have to contend 
with an adverse environment of higher prices 
and tighter credit conditions, while facing 
sluggish domestic demand. In addition, 
after an overall increase in margins in 2022 -  
fuelling inflationary pressures - businesses 

 

and the rise in unit labour costs. As a result, 
the marked increase in corporate insolvencies 
since the start of the year in most advanced 
economies (Chart 9) is likely to continue, 
and even intensify, over the coming months.

Emerging economies will continue 
to drive global growth in 2024, but 
pockets of vulnerability remain

While the advanced economies will see their 

according to our forecasts. With growth of 

This resilience of emerging countries is part 
of a relatively favourable environment for 
most of them. The main factor will be the 

which will benef it commodity producers. 
The second factor is the looming end of the 

 
the central banks of emerging countries 

 
the monetary authorities began to raise 

 
thus be in a position to cut them over the 
coming months.

As a result, we are upgrading energy-exporting 
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to their pre-pandemic assessments.

However, it should be stressed that while 
pressure on this front should gradually ease, 
the substantial and rapid tightening of global 

at risk of default. We downgraded Egypt in 

activity. In the same vein, we are downgrading 

this quarter.

exchange reserves melt away like snow in 
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Chart 9: 
3

then. The situation is even more worrying 
in Bolivia, where reserves also represent 

of gold and very little in foreign currency. 
In response to the conf idence crisis in the 

May authorising the central bank to sell its 
gold reserves. However, given the structural 
fall in gas exports and, in their wake, foreign 
exchange reserves, this reform is not a lasting 
solution.

While the more favourable outlook for 
emerging markets has led to more upgrades 

vulnerability remain.
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Country Risk
Assessment Changes

AREA Current 
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Bolivia 
(Downgrade from C to D) 

• Bolivia is experiencing a currency confidence 
crisis since March 2023, when locals began 
to face diff iculties in acquiring US dollars in 
banks and exchange off ices. Overall, gross 
foreign currency reserves have strongly dried 
up in the last decade, f rom a peak of USD 
15.5 billion in November 2014 to only USD 
3.5 billion on 8 February 2023 (covering roughly 
3.5 months of imports). Even more worrisome, 
net reserves (in hard currency) stood at 
only USD 372 million, according to the last 
available f igure. The remaining is gold (USD 
2.6 billion) and USD 538 million in Special 
Drawing Rights (SDR) from the International 
Monetary Fund (IMF).

Bosnia and Herzegovina 
(Upgrade from D to C) 

• GDP Growth was at 3.9 % in 2022, better than 
expected since the beginning of the war in 
Ukraine. It is forecast to remain on the same trend 
in 2023.

Cabo Verde 
(Upgrade from C to B) 

• Inbound tourism has almost returned to its  
pre-covid level in 2022: 90 % for receipts, 
102 % for the number of visitors, 80 % for hotel 
nights. Outlook is good for 2023. Foreign direct 
investment, particularly the one related to 
tourism, was over (+10 %) its 2019 level in 2022.

Greece 
(Upgrade from B to A4) 

• The Greek economy has surprised positively 
through the post-pandemic rebound and is 
expected to remain resilient despite the broader 
Eurozone slowdown. The tourism receipts, thus 
far stronger than expected, will continue to 
play an important role. The risk of political 
instability has decreased following incumbent 
New Democracy’s better than expected electoral 
results. Government bonds are soon expected 
to recover investment grade status, further 
improving the ability to attract capital.

Ireland  
(Upgrade from A4 to A3) 

• GDP growth was 12.2 % in 2022 and is expected 
to be around 2.8 % in 2023. Private consumption 
is expected to be robust and investments to be 
stable (albeit slightly falling). Uncertainty about 
the trading relationship with the UK has been 
resolved and despite the change of corporate 
tax rate from 12.5 to 15 % in 2024 (as according to 
OECD agreement), no multinational has indicated 
intent of moving operations.

Kazakhstan 
(Upgrade from C to B) 

• GDP Growth was at 3.2 % in 2022, better than 
expected since the beginning of the war in 
Ukraine, and will stay at a similar level in 2023. 
It will be supported by the exports of oil and 
hydrocarbures.

Kenya 
(Downgrade from B to C) 

• In the current environment of a funding squeeze 
for many developing economies, Kenya is facing 
pressures on the servicing of its external debt.  
The Kenyan government is facing a cash crunch, 
and has to make tough decisions on whether 
to pay salaries or service millions of dollars  
in external debt. 

Malaysia
(Upgrade from A4 to A3) 

• Although export growth engine suffers from the 
current global economic slowdown, domestic 
demand and the recovery in tourism will support 
activity this year. Political situation is more stable, 
with the passage of the 2023 budget reflecting a 
working parliament. 

Niger 
(Upgrade from D to C) 

• GDP growth will get close to 7 % in 2023 and could 
pass that post in 2024 thanks to to the completion 
of the oil pipeline to Benin coast in H2 2023 that 
will enable to increase crude oil production 
considerably.
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Nigeria 
(Upgrade from D to C) 

 
the economy was back to its pre-covid level in 

external liquidity constraint by reducing import 
needs.

Philippines 
(Upgrade from B to A4) 

Although export growth engine suffers from the 
current global economic slowdown, domestic 
demand and the recovery in tourism will support 

 
 

The central bank has paused monetary tightening 
in May.

Qatar 
(Upgrade from A4 to A3) 

Low public debt, strong public accounts, high 
per-capita income, high natural gas prices 

account surpluses.

Saudi Arabia 
(Upgrade from B to A4) 

 
of deposits and other public sector assets. 

the non-oil private sector in 2023, supported by 
higher government capex, investments by the 

robust credit growth, ongoing development of 
retail and entertainment sectors and employment 

Tanzania 
(Upgrade from C to B) 

to regional standards, stable currency. Mining 
potential in gold and copper, tourism assets, 
increase in exports of manufactured goods.

Uzbekistan 
(Upgrade from C to B) 

expected since the beginning of the war in 
 

It will be supported by exports of gold. 
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Sector Risk  
Assessment Changes
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