What would happen if financial markets crashed? Feb 12 2022

Look to history for a guide, but know that next time will be different.

Shares on Wall Street had their worst January since 2009, falling by 5.3%. And central banks are raising
interest rates to tame inflation. The volume of shares traded in America is 3.8 times what it was a decade
ago. The once-giddy mood on, a forum for digital day-traders, is now mournful.

Asset prices are high: the last time shares were so pricey relative to long-run profits was before the
slumps of 1929 and 2001. The mix of sky-high valuations and rising interest rates could easily result
in large losses, as the rate used to discount future income rises.

New capital rules have pushed a lot of risk-taking out of banks. Digitisation has given computers more
decision-making power. Markets operate at breakneck speed: More risk-taking is done by funds
backed by shareholders or long-term savers.

Yet the reinvention of finance has not eliminated hubris. Two dangers stand out.
First, some leverage is hidden in shadow banks and investment funds. Archegos, an obscure family
investment office, defaulted last year, imposing $10bn of losses on its lenders.

On March 26, 2021, banks offering prime brokerage services to Archegos started to liquidate billions of dollars' worth of various stocks after it had
failed to meet a margin call. The stocks were reportedly tied to the total return swaps held by Archegos. This sale was reported to be the cause of a
27% plunge in share price of ViacomCBS and a similar fall in the price of Discovery, Inc.

The second danger : It still relies on transactions being channelled through a few nodes that could
be overwhelmed by volatility. In January 2021 frenzied trading in a single stock, GameStop, led
to chaos, prompting large margin calls from the settlement system.

GameStop’s stock price climbed on Tuesday after the video game retailer said it sold 3.5 million additional shares, raising $551 million to speed up the
company’s e-commerce transformation.

The stock, favored by the Reddit retail trading crowd, jumped more than 5% on Tuesday after gaining nearly 12% during Monday’s regular trading
hours. Shares are up nearly 850% this year.

Fully 53% of American households own shares (up from 37% in 1992), and there are over 100m
online brokerage accounts.

The Fed must raise rates, yet that could trigger instability. The financial system is in better shape than in
2008 when the reckless gamblers at Bear Stearns and Lehman Brothers
brought the world to a standstill. Make no mistake, though: it faces a stern test.

DP1: How do you think whether share will collapse under current inflation?
DP2: How do you think what kind of problems caused by shadow banks and investment funds?

DP3: How do you think reckless gamblers like Bear Stearns and Lehman Brothers will happen under
current financial system?
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Diplomacy has created an opening for detente in Ukraine, but beware a trap Feb 12th 2022

Russia is invoking the Minsk agreement to sow chaos, not to bring peace. For years relations
between Russia and the West have languished. All face two sets of Russian demands. Mr
Macron and Mr Scholz, backed by the Biden administration, see Minsk as an opportunity.

The renegade regions have a “special” status, without defining what that is. His version of Minsk
is a Trojan horse that would either put Ukraine under Russian control or foment chaos.

By contrast, refusing to talk would leave him no tool except an unpredictable, long and (for
Russia) possibly ruinous war. Talks over Minsk are the best and safest way to find out.
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Green investors’ filthy secret Feb 12th 2022
The truth about dirty assets

Polluting businesses are moving into the financial shadows. Since 2016 environmental,
social and governance (ESG) rules has grown from $23trn to $35trn. exceed $50trn by
2025.

Good faith is not always well-placed. A lack of rigorous measurement means that
greenwashing is rife and bogus claims go uncontested. Public firms, including European
oil majors such as Shell, and large listed mining outfits, are selling their most polluting



assets in order to please ESG investors and meet their carbon-reduction targets. Selling a
polluting asset does not, in itself, reduce emissions at all.

First, impose more carbon taxes or carbon prices. The price of carbon needs to be higher,
to curb emissions more effectively. If institutional investors are serious about being
green, they should consider the entire carbon footprint of their portfolios.

Sincere green investors—and there are plenty of them—should hold on to dirty shares
and work with managers to reduce emissions.
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What goes up?
Is the modern, bank-light financial system better than the old one?

Brace for a stress test

The parallels between rollercoasters and financial markets are plentiful. The structure
of finance has changed dramatically since the financial crisis of

2007-09. The s&p 500 reached all-time highs on 70 of the 261 trading days in 2021.
On January 24th, for instance, on the back of no obvious catalyst, the s&p 500 sold



off by almost 4% before a sharp rally saw the index close up 0.3%

See parallels with the go-go years before the crash of 1929. Back then, “there was an
explosion of fun things to do with stocks. I think we’re in a similar situation now. The
average stock in the s&p 500 cost 40 times its earnings in early January.

House prices in America have climbed by 29% since the start of 2020. As demand for
goods and services has jumped in the face of supply-chain constraints, the
consequences have cropped up as inflation and shortages. Investers now expect five,
and there is talk of the Fed beginning “quantitative tightening”, selling off its bond
holdings, later this year.

Thanks to the rise of low-cost retail brokerages, it is now trivially easy for people to
buy or sell stocks or bond funds on a smartphone. There has also been a retreat from
bank intermediation of Treasury and corporate bonds.

Broker-dealers’ gross inventory positions of Treasury securities fell from 10% of
outstanding bonds in 2008 to just 3% in 2019. Banks don’t have that balance-sheet.
So they just hang out a For Sale sign and everybody sees it and it just drives the
market down further.

The demand to trade bonds has been fuelled by the growth in exchange-traded funds
(etfs iz &%) built by the likes of BlackRock. In March 2020, as volatility shook

markets, BlackRock’s biggest investment-grade corporate-bond etf traded 90,000
times a day, while the top five holdings of the fund traded just 37 times.

During the financial crisis fearful counterparts of banks were insolvent, banks stopped
lending to each other. International regulators decided to try to fix these issues by
forcing more derivatives trading through central clearing houses. In sum these
changes have reduced the role of banks.

The blow-up of Archegos Capital Management, a previously low-profile family
office, in March 2021, more than $10bn of losses. The short-squeeze in GameStop
wiped as much as 5% off the s&p 500 as hedge funds with open short positions were
forced to deleverage their portfolios.
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What goes up? (2)
Is the modern, bank-light financial system better than the old one?

The clearing system imposed such high capital calls on Robinhood and other
brokerages that they were forced to suspend trading, halting the squeeze.

Margin calls go out to a slew of hedge funds, some of which fail to meet them
because they are more leveraged than anyone anticipated. Even if this does not



trouble the banks much, people with less income and less of a wealth buffer now have
a greater proportion of wealth subject to volatility.

In the 1990s people would go out shopping on the back of wiggles in the Nasdagq,
because they felt suddenly richer. That connection seems to have returned, especially
for moves in cryptocurrencies and popular stocks.

In extremis, volatile markets could prompt bankruptcies of enough leveraged
investors or funds. If they, weakened by the same defaults that felled the other
member, failed to meet these, the clearing house itself could be jeopardized.

At some point central bankers would step in. The advantage of market-based
finance is that intervening by buying assets is often enough to quell dysfunction.
But it is harder for central bankers to intervene if their financial-stability
objectives and inflation mandates are pulling them in different directions, as they
would be at present with inflation well above target in many advanced
economies.You’d be sort of stepping on the brake while trying to keep one foot on
the accelerator.

The banks themselves are certainly much more resilient than they were before the
global financial crisis. Yet it is difficult to know whether the high-tech, market-based
financial system that has been created is sturdier than the more bank-based system of
15 years ago.
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Why Japan’s Automation Inc is indispensable to global industry
A little-known pinch-point in the world’s supply chains

Shortages and bottlenecks have been a source of constant frustration for
manufacturers. Japanese makers of industrial equipment, in particular, have seen
orders surge as companies turned to automation.

Japan’s four standout gear producers—Keyence, Fanuc, smc, and Lasertec—are
collectively worth two and a half times what they were five years ago. This source of
competitive advantage became an existential necessity for domestic manufacturers
after Japan’s working-age population began to shrink in the 1990s.

Some of the new foreign demand is the result of the world’s insatiable hunger for
computer chips. The companies’ devices are, of course, also handy in other sectors.
Being indispensable has proved to be lucrative. All four stars of Japan’s automation-
industrial complex boast operating-profit margins of over 20%.

They are rewarded handsomely for their efforts. Nikkei, a Japanese publisher,
reports that average salaries at Keyence exceeded $150,000 in the last fiscal
year.Most sit on piles of cash; Keyence held over $10bn in current assets in the last
financial year.



Investors have to rely on such rune-reading because it is not always clear what is
going on inside the companies. As the companies become ever more international,
they will face pressure to be more candid—and less frugal, both with payouts to
shareholders and with investments. China wants to reduce its reliance on foreign

suppliers. If successful, the Chinese strategy would at once deprive the Japanese firms
of a big market and create new global rivals.

DP1: Why are Japanese robot makers so strong?

DP2: How do you think their management pay high salaries for their employee not
investment, nor shareholders?

DP3: China will supersede Japan for those area?
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Kishida Fumio’s “new capitalism” is many things, but it is not new
The prime minister’s big idea to reinvigorate Japan is better politics than
economics

“New capitalism” ’s meaning was still unclear. Mr Kishida’s list of plans under
the banner includes raising wages, fostering startups, revitalising rural regions
and reducing carbon emissions. All sensible ideas, but hardly unfamiliar.

He could enforce Japan’s equal-pay-for-equal-work laws starting with sharply

boosting the average minimum wage. Opening border policies for foreign
workers and taxing carbon emissions are resisted by Klshida.

“digital garden-city nation”, a collection of investments in digital infrastructure to
revive rural areas, is an update of the “garden city” concept that Ohira
Masayoshi.

Kishida talks about the importance of other stakeholders in businesses, such as
workers and customers, evoking the Edo-era merchant philosophy of sanpo-
yoshi, or “three-way good” for buyers, sellers and society, against “neoliberalism”
—shorthand in Japan for market-friendly reforms to encourage competition—for



worsening inequality and poverty. Growing inequality is less of a problem than a
lack of dynamism.

Preaching against the evils of neoliberalism deprives Japan’s opposition of a
useful talking point. But Mr Kishida’s approval ratings have stayed near 60%.
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Whether he invades Ukraine or backs down, Putin has harmed Russia
He will try to claim victory though

Alas, open-source intelligence soon showed that, although a few units were moving, many
more were preparing to fight. And, whatever happens, war or no war, Mr Putin has
damaged his country by engineering it. He may yet win concessions from nato for avoiding
war.

And at home he has underlined his statesmanship and distracted from economic hardship
and the repression of opposition figures such as Alexei Navalny.

Having always preferred to keep their distance, Sweden and Finland may even join the
alliance. Russian gas is a liability it must deal with and that an invasion would kill off the
project. Ukraine is enjoying the West’s unprecedented diplomatic and military support.

Mr Putin’s most intriguing loss is at home. Russia has attempted to build a fortress
economy. The eu still takes 27% of all Russian exports; China about half that. The Power
of Siberia gas pipeline that runs towards China will, when completed in 2025, carry only a
fifth of what now goes to Europe. Huawei-style import restrictions would cause huge
difficulties for Russia’s tech firms.

Mr Putin can either live with this interdependency or turn further towards China. Just this
week the Russian State Duma urged Mr Putin to recognise the self-declared “republics” in
the Donbas.


https://www.economist.com/briefing/2022/02/19/a-new-era-of-transparent-warfare-beckons

Russia itself would be blighted, in the short run by sanctions and later by still deeper autarky
and repression. By standing up to the threat he poses, the West has the best chance of
deterring that fateful choice.
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Workers have the most to lose from a wage-price spiral
As prices rise, real wages are falling

The world economy keeps producing nasty inflation surprises. America’s rate of annual
producer-price inflation stayed close to 10%. Making matters worse, fears that Russia

would invade Ukraine sent the oil price to over $96 a barrel on February 14th, its
highest since 2014.

Monetary policymakers are scouring labour markets for signs that high inflation is
becoming baked into workers’ wage demands, indicating the start of a wage-price
spiral. In America annual wage growth of 5.7% is plainly inconsistent with the Federal
Reserve’s 2% inflation target. Christine Lagarde, head of the European Central Bank,
says she hopes to see wages rise.

Rising pay pushes up costs for firms, which then increase prices to protect profits. Over
the past year inflation has been higher than wage growth in every g7 country, despite
widespread labour shortages.

In Europe high inflation is mostly down to expensive energy. But in America it is the
consequence of a tsunami of spending, the result of stimulus cheques and low interest
rates, overwhelming the economy’s capacity to expand production.

As consumer-price inflation has risen to 7.5%, it is capital, not labour, which has had the
upper hand, feeding claims that firms are profiteering.


https://www.economist.com/finance-and-economics/why-high-inflation-will-persist-in-america-well-into-the-new-year/21806769
https://www.economist.com/leaders/2021/10/16/is-the-world-economy-entering-a-wage-price-spiral
https://www.economist.com/leaders/2021/10/16/is-the-world-economy-entering-a-wage-price-spiral

It is pointless, however, to attempt to bully firms or workers into resisting market forces.
Just ask Japan, where the government has for years tried to deal with below-target
inflation by badgering firms to raise wages, without success. If central bankers once
again have to induce recessions to restore their credibility on inflation, workers will pay
the price for that, too.
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Distillers in Okinawa are trying to reinvent the local firewater
Weaker drinks may make for stronger sales
Feb 17th 2022

Awamori with an alcohol content of 60% is about half as strong again as a typical

spirit. Awamori was invented in Okinawa in the 15th century. Production volumes
that year dipped by nearly 20%, the fourth straight year of decline.

Mr Sakimoto has got the idea. He launched a collaboration with Rebun, Japan’s
northernmost island, which supplies mineral water to make a “limited
edition” awamori.

DP1 : Why is Awamori declining their sales?
DP2 : How do you think what kinds of actions should be taken to develop their
market?
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To build a vaccine industry, Africa must embrace the private sector
Without a shift in focus, the continent risks always being at the back of the queue

The global vaccination drive has been both inspiring and depressing. Africa has come
out worst: it accounts for just 3.6% of global administered doses. Total global annual
manufacturing capacity has risen from 5.7bn doses before the pandemic to 15.4bn,
could reach 19bn. In a pandemic, when contracts may be broken in the scramble for
supplies, places with no factories may lose out.

Africa has 1.3bn people, 17% of the world’s total, but less than 1% of its vaccine-making
capacity. The first phase of the BioNTech project will supply only up to 60m doses a
year. Governments should guarantee to buy in bulk the products of new manufacturing
plants for an extended period of, say, ten years.

A second step is efficient regulation to test and certify products. Finally, African



countries must respect intellectual-property rights. Covid has shown how invidious
Africa’s situation is: to escape it countries need to work with drug companies, not
around them.

DP1: Why Africa has come out worst? It accounts for just 3.6% of global administered
doses.

DP2: How do you think no factory for vaccine in Africa?

DP3: Why African countries do not respect intellectual-property rights?
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A new history of sanctions has unsettling lessons for today
Sometimes they create the problem they are trying to solve

By the 2010s a third of the world’s population lived under sanctions. Prominent among the
current targets is Russia. The formation of the League of Nations in 1919-20 made co-
ordinated action easier. And rather than being seen as an act of war, sanctions were often
supposed to prevent it.

With economies ever more integrated, like-minded governments had many points of
leverage over renegades, whether by denying them the supply of crucial raw materials or by
refusing to buy their goods. By August 1941 expansionist Japan was cut off from the rest of

the world economy, having lost 90% of its foreign oil supply and 70% of its trade revenues.

Of the three main weapons targeting civilians during the period of WW1—airpower, gas

warfare, and economic blockade—blockade was by far the deadliest, Mr. Mulder argues.

“Pens seem so much cleaner instruments than bayonets,” Arnold-Forster wryly noted. But
Overall, “most economic sanctions have not worked”.

Financial globalization constrained, rather than widened, sanctioners’ room for maneuver.
Governments that believed themselves vulnerable to sanctions withdrew even further from

the global economy, in order to secure strategic independence.

Mr. Mulder is too careful a historian to labor the parallels between what happened in the



inter-war period and today when geopolitics is once again fractious and globalization is in
retreat. But the lessons are sobering.

DP1: How do you think sanction is useful for a rogue country?

DP2: Japan could avoid war without heavy sanctions under the US?

DP3: Which is most powerful for the enemy -airpower, gas warfare, and economic blockade?
DP4: Why does he say financial globalization constrained, rather than widened, sanctioners’
room for maneuver?

DP5: What is different between what happened in the inter-war period and now for
sanctions for renegades?

D IzD DF e REENSHD IO DHEENTEEAZEB VT WD,
R, BSIRBRLESELTWEY, BEEEDHLTWS,

201 0FERICIFHERAODIDDIHNEHZFEDE & TEFELTW e, REDBETEEARDIFOY 71,
1919—-20F DEEE DEEIEA S ICHANITENED Y I h o fo, HIFRISEFTAE L THRE
na&06. LRLIEZENZLEEIZHEDE LTHEIN T,

BENEDHESNTLL B L, AUEZR SEBFIRBNT2ERICHLTEZORENZRS. &
ERARDEMEIOMIGZ LD D, KESOEmMmDBEEZES U, 1941 F8RICIEREREETH D
AARBHFEED SEME . AEISDAEMDIO% EEZWADT0%ZEKRS e,

FE—RERREOEZDOMREY —7 Y MCU3DDREBFIFEEN. FEHRE. BEFHELH &
BEIEDRIR. ZRDOEVWLDE o fcELILT—DES. RyBRILDBHARL, &F7—/ILK -
TA—RFT—FFEENLTWoee UL, 2RHIC T2 < ORFETIEIGEREL Wb > Tee |

RO/ O—N\NUE—2 3 UHFHHRINTVWT, IBRINTOLRVD THNISHIF ITHEEET ZRIA
H2o HIRICHEEEZITZEEL TVWDBAFIIEIENICIR 2RI 2/sic. 7 O—/VLRREM
SEICFEFIVWTULE S,

LT —RBREBEICRI 5 TcC E EREEDELMZRNZ C E2BERICEDIDIFBEICHBINESLEE
E5. MEFNLBERBRNIBUORLETHD, /70— NUE-—rayPERRLTWVWENSTE, LD
L. 2hs5oHIliFEZSESN S,

FEam ]l BSITEERICHT IHBRIEEMLEERS D,

EAE2 CAREFEFXAYADS DBWEIEI BN o5, BFEIEEEETE b,

BERE3 I EEN. BARE. BEHEOSEENIREBUCT L TEAD,

Famd . FROO-N\UE—Ya VHFHREIhTWT, IRENTWEREWLWD THNIEHIRIE
BEEE T ZRMNH 2 EWITS S DY

FEamm D I EICW I AHIRICEA U TRERBICR T oo 2 & EIRE L BWEAD,



A guide for wannabe leadership gurus
How aspiring management writers can stand out in a crowded field

It is hard for any would-be business guru to stand out in this ocean of effluent. That leaves a
striking gap in the market—for a book on how to write a bestseller about leadership.

Two things are likely to be true of people searching for leadership advice: they have not made it,
and they would like a shortcut to success. The job of the wannabe guru is to make their readers

think that unimaginable success is within their reach.

The illusion that a finite number of steps will unlock success is itself deeply comforting. The
second bit of advice for a would-be leadership writer is to find uncontested ground. Authors
limit themselves unnecessarily by narrowing the horizon to humans.

A title like “Love Bomb: Be Kind and Crush Your Rivals” makes for a nice blend of emotional
intelligence and pent-up violence.

DP1: How to write a bestseller about leadership?
DP2: How do you think ordinary people would like a shortcut to success?
DP3: How do you think Authors do not limit themselves unnecessarily by not narrowing the

horizon to humans, but extending to animals?
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Russia is trying to build its own great firewall Feb 19th 2022
Can its tech industry separate from the West’s?

Vladimir putin, Russia’s president, has portrayed his aggression on the Ukrainian border as


https://www.economist.com/interactive/2022/02/11/russias-military-build-up-enters-a-more-dangerous-phase

pushing back against Western advances. For some time he has been doing much the same
online. He has long referred to the internet as a “cia project”.

Faced with such “aggression”, Mr Putin wants a Russian internet that is secure against
external threat and internal opposition. A court in Moscow fined Alphabet, which owns
Google, a record $98m for its repeated failure to delete content the state deems illegal.

In technology, the stack is the sum of all the technologies and services on which a particular
application relies, from silicon to operating system to network. The eu, with ambitions to
become the world’s super-regulator for all things digital, is putting together what it hopes
will be a more open stack, less tied into proprietary technologies and monopolistic
applications.

The size of the Chinese market means that indigenous companies, which are open to various
forms of control, can successfully fulfill all of their users’ needs.

Mr Putin and other autocrats covet such power. But they cannot get it. It is not just that they
lack China’s combination of rigid state control, economic size, technological savoir-faire and
stability of regime. Russia’s efforts, which began as purely reactive attempts to lessen
perceived harm, are becoming more systematic.

Russian companies’ share of the semiconductor market was less than 1% of the global total
in 2020. So although an increasing number of chips are being designed in Russia, they are
almost all made by Samsung and tsmc, a South Korean and a Taiwanese contract
manufacturer. This could make the designs vulnerable to sanctions. An added problem is
that they are often not up to snuff.

For crucial applications such as mobile-phone networks Russia remains highly reliant on
Western suppliers. Russia’s security elites, the siloviki, do not want to give up the

wavelength bands best suited for 5g.

Sanctions which might be raised if Russia were to invade Ukraine would probably see the
country as a whole treated as Huawei now is by America’s government. Government
institutions, from schools to ministries, have been encouraged to dump their American
software, including Microsoft’s Office package and Oracle’s databases.
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Russia is trying to build its own great firewall Feb 19th 2022
Can its tech industry separate from the West’s? (2)

All this may push Russians to use domestic offerings more, which would suit Mr Putin well.



Yandex is not just a search engine. It offers ride-hailing, food delivery, music-streaming, a
digital assistant, cloud computing and, someday, self-driving cars.

Structural changes in the IT industry are making some of this Russification easier. Much of
its software is open-source. Six of the ten biggest cloud-service providers in Russia are now
Russian. Import substitution is a slow process and success is by no means guaranteed.

If technology is the first part of Russia’s stack, the “sovereign internet” is the second. It is
code for how a state controls the flow of information online. Complementing the firewall are
rules that make life tougher for firms. In the past five years Google has fielded
20,000-30,000 content-removal requests annually from the government in Russia, more than
in any other country.

The ultimate goal may be to push foreign social media out of Russia altogether. Russia is less
about blocking and more about shaping the information environment. Russians are rather

keen on YouTube and WhatsApp. And it would make life more difficult for Russian influence
operations, such as those of the Internet Research Agency, to use Western sites to spread
propaganda, both domestically and abroad.

Russia puts some Western countries to shame. Gosuslugi (“state services”) is one of the
most-visited websites and most-downloaded apps in Russia.

Mr Putin decreed the creation of a “National Payment Card System”, which was
subsequently made mandatory for many transactions. A national data platform would
collect all sorts of information, from tax to health records—and could boost Russia’s efforts
to catch up in artificial intelligence (ai).

Mr Putin has said that national capabilities in ai will determine who becomes “the ruler of
the world”. But Russia is not making those capabilities a particularly high priority.

Russia does not need the latest and smallest semiconductors, say, to build a serviceable
edifice on top of what it has; and if it is hard to reach what is available elsewhere,
serviceable may be good enough.

DP1: How do you think aggression on the Ukrainian border?

DP2: Can he build its own great firewall like China?

DP3: The eu, with ambitions to become the world’s super-regulator for all things digital, is
putting together what it hopes will be a more open stack, less tied into proprietary
technologies and monopolistic applications. Is this possible?

DP4: Will China’s combination of rigid state control, economic size, technological savoir-faire
and stability of regime be attained by Russia?

DP5: Russian companies’ share of the semiconductor market was less than 1% of the global
total in 2020. Can they increase that capacity?

DP6: For crucial applications such as mobile-phone networks Russia remains highly reliant
on Western suppliers. Can they make their own mobile phone?

DP7: Is it possible to dump their American software, including Microsoft’s Office package
and Oracle’s database?

DP8: In the past five years Google has fielded 20,000-30,000 content-removal requests
annually from the government in Russia, more than in any other country. How do you think
those requests from the Russian government?


https://www.economist.com/interactive/2022/02/11/russias-military-build-up-enters-a-more-dangerous-phase
https://www.economist.com/europe/2021/04/24/the-eu-wants-to-become-the-worlds-super-regulator-in-ai

DP9: How do you think the ultimate goal may be to push foreign social media out of Russia
altogether?

DP10: Do you believe Russia puts some Western countries to shame?

DP11:How do you think Mr Putin has said that national capabilities in ai will determine
who becomes “the ruler of the world”?
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Asia’s premier trade pact needs stronger foundations
CPTPP is growing, but first it must mature

Led by Japan, the remaining 11 members regrouped and in late 2018 got going as the
Comprehensive and Progressive Trans-Pacific Partnership (cptpp). With Australia, Brunei,

Canada, Chile, Malaysia, Mexico, New Zealand, Peru, Singapore and Vietnam as members,
the grouping still accounts for nearly one-sixth of global gdp. Though the Regional and
Comprehensive Economic Partnership (rcep), which came into effect this year, is bigger, it

holds to much lower standards. Signatories to rcep have 20 years to eliminate 90% of their
tariffs to each other. cptpp insists, with a few exceptions, on zero tariffs from the start.



China sits at the heart of global supply chains, which is why some cptpp members, wishing
to deepen trade and investment ties with it, support the bid. That prospect discomfits those

suspicious of Chinese motives. Its economic system seems incompatible with parts of the
cptpp, notably rules curtailing state-owned enterprises.

China pursues mercantilist policies in some sectors. It either shuts out foreign tech firms or
takes intellectual property from them. And it is a bully: it is boycotting much trade with
Australia for petty reasons. In Australia, Canada and Japan, its application is unwelcome.

China is vehemently opposed to Taiwan’s joining. In Asia, trade trumps everything, and
China’s clout suggests that sooner or later it will get its way. Already, some of the region’s
officials are starting to claim that admitting China would be a way to curb its errant trade
practices.

No one is really monitoring Vietnam’s obligations to meet cptpp standards on state
enterprises, e-commerce, and cross-border data flow. Both political and technical challenges
underscore the cptpp’s institutional shortcomings.

More striking, it lacks even a secretariat. Some of its supporters argue that cptpp can take
the lead from the WTO as the world’s chief promoter of free trade. If it lacks even an office,
that remains a bold assertion.

DP1:How do you think the deal balance of CPTPP and RCEP among members?

DP2: Do you agree China will join CPTPP?

DP3: Why does Singapore agree for China to join CPTPP?

DP4: How do you think Both political and technical challenges underscore the cptpp’s
institutional shortcomings?
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BioNTech plans to make vaccines in shipping containers
These standardised factories could be quickly scaled up to expand capacity worldwide

By creating a modular approach to drug manufacturing, Ugur Sahin, BioNTech’s boss, says
he aims to transform medicine production around the world.

The firm plans to send its containerised mrna factories—which it calls Biontainers—to
parts of the world which lack their own vaccine-manufacturing capabilities.



gmp standards exist in order to ensure a consistently high quality of manufacturing
output, which in turn protects consumers from badly made drugs.

Mr Sahin wants his shipping containers to speed things up. His idea is that after the
process knowledge has been successfully ported into the standardised environment of
the shipping container once, that facility can then be quickly cloned into other
containers.

Each set of 12 containers will need four or five operators and be capable of producing
some 40m-60m doses every year. BioNTech hopes the facility will cost “significantly
less” than a traditional vaccine manufacturing factory of equivalent output, which comes
with a price tag of at least $170m.

Mr Sahin says the production system could be used to make other vaccines and drugs,
for example, against malaria or tuberculosis.

Countries around the world may not accept medicines produced in facilities which,
although geographically local, are operationally under a foreign company’s control.

If it works, Mr Sahin is likely not just to boost manufacturing capacity on the African
continent, but to change the way drugs are made everywhere.

DP1: How do you think the firm plans to send its containerised mrna factories?

DP2: Do you believe gmp standards can sustain under container?

DP3: Countries around the world may not accept medicines produced in facilities that,
although geographically local, are operationally under a foreign company’s control. What
kind of actions will follow?
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History will judge Vladimir Putin harshly for his war
Russia’s president has launched an unprovoked assault on his neighbor

Yet nothing about this war was inevitable. It is a conflict entirely of his own making. what does
this man want? Now that it is clear he craves war, the question is: where will he stop?

Crowing over his nuclear arsenal, he pointedly threatened to “crush” any country that stood in
his way. There had been speculation thatRussia’s president might be satisfied with control
over Donetsk and Luhansk, but all that has crumbled in the face of a vast assault.

In acting, he has set aside the everyday calculus of political risks and benefits. Instead, he is
driven by the dangerous, delusional idea that he has an appointment with history.


https://www.economist.com/briefing/2022/02/26/russias-invasion-of-ukraine
https://www.economist.com/the-economist-explains/2022/02/15/why-donetsk-and-luhansk-are-at-the-heart-of-the-ukraine-crisis

But, bloated by victory, he will subject the nato countries to cyber attacks and information
warfare that fall short of the threshold of conflict.

Mr Putin can’t tell his people that his army is fighting against their Ukrainian brothers and sisters
who gained freedom. So he is telling them that Russia is at war with America, nato , and its
proxies.

And he is trampling the principles that underpin peace in the 21st century. That is why the world
must inflict a heavy price for his aggression.

Even though Russia has set out to build a fortress economy, the country is still connected to the
world and, as the initial 45% fall in Russia’s stockmarket suggests, it will suffer.

Oil prices soared above $100 a barrel on the invasion. Russia is Europe’s main supplier of gas. It
exports metals like nickel and palladium and along with Ukraine, it exports wheat.

NATO will also signal to Mr. Putin that the further he pushes in Ukraine, the more likely he is to
end up strengthening nato’s presence on its border—the very opposite of what he intends.

They must choose how and where to repel Mr Putin and his armies and proxies, should he install
a puppet government in Kyiv. But its members should give Ukraine assistance by providing arms,
money and shelter to refugees and, if need be, a government in exile.

Many Russians, unclear about a crisis that has come from nowhere, may be unenthusiastic about
waging a deadly war against their brothers and sisters in Ukraine. That is something the West can
exploit.

The freer Mr Putin is to advance today, the more determined he will be to impose his vision
tomorrow. And the more blood will be spilled in finally getting him to stop.

DP1: how do you think where will he stop?

DP2: Russia’s president might be satisfied with control over Donetsk and Luhansk, but that was
not true. What do you think is his true intention?

DP3: If he is driven by the dangerous, delusional idea that he has an appointment with history
what we should do?

DP4: How to stop cyberattacks and information warfare by Russia?

DP5: How will we handle his lies to his people?

DP6: What kinds of heavy price for his aggression do you consider?

DP7: Can they recover the initial 45% fall in Russia’s stock market?

DP8: How do we handle OIL price and other resources surges?

DP9: How to avoid the installation of a puppet government in Kyiv?

DP10: The freer Mr. Putin is to advance today, the more determined he will be to impose his
vision tomorrow. How to stop him?
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https://www.economist.com/europe/2022/02/23/will-war-in-ukraine-lead-to-a-wider-cyber-conflict
https://www.economist.com/finance-and-economics/2022/02/25/the-economic-consequences-of-the-war-in-ukraine
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The right way for America’s states to use federal largesse
America’s states have more green stuff than grey matter
Feb 25th, 2022

Nearly a year has passed since Congress approved the American Rescue Plan Act (arpa),
promising spending of $1.9trn, equivalent to 9% of gdp.
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ARPA helped create a surge of demand that contributed to the inflation that is plaguing
America and which is higher than in other advanced economies. It also gave states and local-
government agencies over $650bn—more than they knew what to do with.

But too many states are lavishing federal dollars on dodgy projects that look better in a
campaign ad than on a balance sheet. Iowa plans to ditch a progressive income tax in favor
of a flat tax while exempting retirement incomes. When that tide goes out it will become
painfully clear that states are facing structural problems.

A few principles should guide them. First, they should favor one-time investments over
enduring commitments. Second, any new long-term projects should be chosen with an eye to
enhancing productivity in a post-pandemic world. Lastly, the temptation of tax cuts and



social programs must be restrained by a regard for the future.
Alas, they risk leaving a fiscal time bomb for future policymakers to defuse.

DP1 : How do you think giving states and local-government agencies over $650bn?

DP2: Do you think the federal government needs to set up principles to lead their spending?
DP3: Do you think they risk leaving a fiscal time bomb for future policymakers to defuse for those
investments?
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Tracking Russia’s invasion of Ukraine
Troops have advanced in parts of the north, east, and south of the country
Feb 24th 2022 (Updated Mar 2nd 2022)

An initial wave of missiles struck several of Ukraine’s airports and other targets across the
country, all of which Russia claimed were military. By February 28th the bulk of Russian forces
was 25km from the center of Kyiv, Ukraine’s capital.

And Russia has been unable to secure the skies, meaning that troops on the ground lack proper
fixed-wing air support. Ukraine’s armed forces claim to have inflicted thousands of Russian

casualties.

Ukraine said it wanted an immediate ceasefire and the withdrawal of Russian troops. But the
talks ended without an agreement, according to Russian state media. Few expect the bloodshed
to end soon.

DP1 : How do you think about the consequences of this warfare?
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Deploying reality against Putin
The administration is countering Russian disinformation on Ukraine

Another, less well-known, is a school of social psychology that President Joe Biden has
drawn on heavily in recent weeks. It began reclassifying the supporting intelligence in order
to make it widely available within NATO.

For example, it released details of a supposed Russian plot to topple Ukraine’s government and
another to create a pretext for invading eastern Ukraine by means of a “very graphic propaganda
video” of fake attacks by Ukrainian troops “which would include corpses and actors who would
be depicting mourners”.

A senior administration official explains this “unprecedented” transparency as a lesson learned
from previous fights with Russian disinformation (especially the downing of a Malaysia airlines

plane over eastern Ukraine in 2014).

This week Mr Trump described the Russian president’s bogus claim to be advancing into eastern



Ukraine to keep the peace—immediately proven false by his subsequent invasion—as “genius”.

This “inoculation theory” rested on two insights that have loomed ever larger in the fake-news
age.

In a democracy that enshrines people’s right to spout nonsense, politicians can also be reluctant
to draw stark lines between truth and falsehood—even, as with anti-vax conspiracy theories,
when the nonsense causes real harm.

Pro-truth campaigners in America should now anticipate, for example, a welter of disinformation
ahead of every election.

Learning from its recent success, it must do better against the next wave of disinformation. And
there will be one soon. Disinformation is an evolving virus. Immunisation is possible. But it is not
a single treatment so much as a permanent struggle.
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The world should welcome the rise of the robots
Concerns over mass unemployment are unfounded

Things are starting to change, however. Robots have benefited from rapid innovations in
smartphones, which brought cheap cameras and sensors, fast wireless communications and
powerful, smaller computer chips.

Many industries are facing a shortage of labour—the demand for workers has recovered much
faster than expected from the pandemic and some people have left the workforce, particularly in
America.

A Yale University study that looked at Japanese manufacturing between 1978 and 2017 found
that an increase of one robot unit per 1,000 workers boosted a company’s employment by 2.2%.

Inevitably, some people will be on the losing end of change even as the robots make society as a
whole better off.

That is one more reason why firms and governments would do well to recognise the value of
retraining and lifelong learning. As jobs change, workers should be helped to acquire new skills,

including how to work with and manage the robots that will increasingly be their colleagues.

There is no reason to think that their future needs to either.



HEFI e Ry FOREZ T XE
RKEREDBZIINEITKD B

LL, RIIZZEDLDIEDTWE, A~—F 7 % v DAl i
k0., Ziizeh A 70y —, ElEGLEE, ST a v
Ea—¥%—F v 70b763N, v ARy MNIZFOREZZIFTWEDT
7,

S DEENMAFRERICERLTWED, /(YT vIhSFEMUEICE HEES
MEEL. FICZX YA TIEIBEBENHTVET,

1978FEN 5201 7F X TOHADEERZ AN I—ILREZOMRICLD & FHEE
1,000ABEHORY NTENEZDE. PEOERL22%H U LEITFSNEE WS,

ARy MK > THELBENENTE>TH, BAMICEILOFTRITTLES AN
HTEXRT,

Inh, EEPEAIBHBEPEEZBOMEZRH T 2DICEL LBRO—DTH
%, AENETBICON. SRETXIMFEICBETHSES5ORY b & DEEPE
BOHAZEHT. FEHEEHULWAFILZRICOT 2L SXESNENETY,

BEDKRFEESHZDEET B EEZBDEHIFE,



Parallels with Taiwan color Asian views of the war in Ukraine
Some fear a Chinese invasion has become more likely

China has long claimed Taiwan as its own, uses its armed forces to intimidate it and reserves the
right to invade.

In response to a G7 call to support Ukraine’s territorial integrity, the Global Times, a state
tabloid, tweeted mockingly, “When China takes action to eradicate [the] secessionist regime in
Taiwan, you must also give China unwavering support.”

Taiwan has long been valued by the United States as an alternative political model to the
Communist-run mainland.

Taiwan also sits at the nub of the western Pacific’s “first island chain” and, under friendly
management, offers a crucial buffer to Japan, America’s main ally in the region, from Chinese
threats.

Ukraine will distract American attention, allowing China to make military mischief, such as
testing Taiwan’s commitment to defending outlying islets. China is watching closely how Russia

applies hybrid warfare there, with lessons for its use against Taiwan.

Japan has been at pains not to be seen to be part of an anti-Russia grouping. The heightened
tension between Russia and Japan looks set to become the norm. Ukraine’s fires are already
burning on the Asian shore.
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How to avoid a fatal backlash against globalization
Studying how the first era ended could help preserve the second

A new world war remains unlikely, but the uncomfortable echoes of the past in recent
history suggest that a closer look at the rise and retreat of 19th-century globalization might
yield valuable lessons.

But in the years since, economic nationalism has become a potent political force, and the
book has come to seem eerily prescient.

Nineteenth-century integration began in earnest around mid-century, after decades of
instability and insularity. Simple trade theory predicts that as differences in the prices of

traded goods shrink, the cost of factors of production like land and labour should likewise
converge.

The narrowing gap between American and Chinese wages is in part a story of Chinese
technological progress. Yet it is also one in which hundreds of millions of Chinese workers
began participating in a global economy, making low-skilled labour more abundant globally
and contributing to weaker blue-collar wage growth and higher inequality in rich countries.

The same may be true today. If inattention to the distributional effects of trade can prompt a
backlash, then a greater commitment to sharing the bounty generated by openness might
permit a renewal of economic integration—if the world remains willing to learn from the
past.
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