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			I am deeply honoured to receive this honorary degree in Juridical Sciences in Banking and Finance from the University of Roma Tre.  

			The profound links between law and economics have been studied by eminent scholars.1 

			Laws and legal institutions shape economic interactions, aligning them with the needs and aspirations of citizens. At the same time, economic transformations – especially when accompanied by technological progress – are powerful drivers of change in legal norms. 

			Law is therefore an essential part of any economist’s cultural and professional playbook. 

			My knowledge of the legal system and my belief in its importance for the economy and finance stem from my experience as a central banker. As a civil servant, over the years I have dealt with the implementation of monetary policy, the safeguarding of financial stability, and the supervision of intermediaries. I can thus safely say that I have always been immersed in economic, banking, and financial law. 

			Along the way, I have had the privilege of serving two prestigious institutions – Banca d’Italia in the first place, and then the European Central Bank – which have contributed to my understanding of the links between law and economics. Today I would like to express my sincere gratitude to all those who work in these institutions for the loyal cooperation and friendship they have shown me over the years.

			* * *

			My lecture will touch on some of the most pressing issues we face today.

			The rules governing international relations are being severely tested by tensions and conflicts that have erupted almost simultaneously in many parts of the world: from Eastern Europe to the Middle East, and from Asia to Africa.2 The number of violent conflicts in 2023 was the highest since the Second World War.3 

			Geopolitical disputes have repercussions far beyond the borders of the countries directly involved. Conflicts generate economic risks and hinder international trade and the free movement of capital, potentially splitting the global economy into opposing blocs. The weaponization of trade and financial policies exacerbates these risks.4 

			The European economy is particularly exposed to the consequences of a fragmentation of world trade, both because of its close productive and financial integration with the rest of the world and because of its growth model, which relies heavily on the import of raw materials and the export of final goods and services to foreign markets.5

			How can we, as Europeans, respond to a level of uncertainty that seems destined to remain ‘higher-for-longer’? What measures must we take to strengthen the competitiveness, strategic autonomy and international standing of the European economy? To answer these questions, I will analyse the recent upsurge in geopolitical tensions and their impact on the global economy, on policies, and on European governance. 

			1. 	Globalization after the Second Word War

			Economic shocks can lead to geopolitical clashes and conflicts. 

			The Great Depression, for example, contributed to the political, economic and social tensions that led to the outbreak of World War II.6 More generally, empirical analyses show that large terms-of-trade shocks caused by higher commodity prices increase the likelihood of conflict.7

			The causal link works both ways: geopolitical disputes, in turn, often lead to economic upheaval. 

			The two World Wars, for example, caused the largest decline in GDP per capita and the greatest destruction of physical capital in modern history. The 1973 Arab-Israeli war triggered a series of oil price hikes that ultimately destabilized the global economy.8 More recently, we have witnessed the inflationary and recessionary effects of Russia’s attack on Ukraine. 

			Geopolitical tensions and trade are also closely linked. Throughout human history, territorial expansion by the great powers of the day – from ancient Rome to the colonial era – has often been followed by economic integration.

			Because of these links between the economy and trade on the one hand, and geopolitical hostilities on the other, a paradigm took hold in Western democracies after the devastation of World War II, whereby only close international economic integration could ensure lasting peace.9 

			The relationship between economic integration and peace is explicitly mentioned in the Havana Charter, which in 1948 envisaged the creation of an international organization for world trade, in line with the United Nations’ determination to create the conditions of stability and prosperity necessary for peaceful and friendly relations among nations. The Charter never came into force, but the talks led to the General Agreement on Tariffs and Trade (GATT), which was replaced in 1995 by the World Trade Organization. 

			In 1944, the Bretton Woods Conference established a multilateral system based on a common set of rules, a system capable of promoting cooperation and trade on a global scale.10 Other multilateral institutions followed over time, such as the World Bank (1944), the International Monetary Fund (1945), the OECD (1961), the G20 (1999) and the Financial Stability Board (2009). 

			In Europe, the creation of the European Coal and Steel Community in 1951 and the European Economic Community in 1957 were inspired by Robert Schuman’s statement that European economic integration would make war ‘not merely unthinkable, but materially impossible’.11

			Thanks in part to these institutions, the world economy became increasingly integrated in the post-war period. The share of world trade in GDP rose from 20 per cent in 1950 to 34 per cent in 1975 (Figure 1).

			Globalization continued with the end of the Cold War and the participation of new countries in international trade – notably China, which joined the WTO in 2001. By 2021, trade accounted for 57 per cent of world GDP. 

			The dismantling of trade barriers and advances in transport spurred the development of global value chains, which were designed to exploit cross-country differences, in both specialization and the cost of production factors.12

			Trade expansion was concentrated in goods, but was also significant in the services sector.13 The most surprising development was in finance: from the 1990s until the global financial crisis of 2007-08, the foreign financial assets held by G20 countries doubled.14

			This open, multilateral trade system has been an engine of prosperity.15 The freedom to trade goods and services, to invest across borders, and to share knowledge and ideas has fuelled growth for many countries and for much of the world’s population.16 Workers, especially women, have moved into more productive jobs.17 Hundreds of millions of people in developing countries have been lifted out of poverty. Worldwide, inequality has declined since the 1980s, thanks to greater convergence among countries.18 

			Despite the sometimes strong social tensions it has generated due to fierce competition, globalization has proven beneficial overall, especially when accompanied by investment in education, healthcare, and social safety nets.19 International competition and the dismantling of trade tariffs have pushed down the prices of imported goods – mostly to the benefit of low-income consumers in advanced economies.20

			2. 	Geopolitical risks and economic fragmentation 

			The three pillars of the post-World War II multilateral order – trade openness, economic growth and geopolitical stability – are all being tested today. 

			First, globalization is facing opposition in many advanced economies.21This backlash reflects perceptions that it leads to inequality; the growth of imports from, and offshoring of production to, low-income countries is often blamed for reducing real wages and employment opportunities for low-skilled workers.22 

			To some extent, these perceptions reflect the temporal overlap between the growth of international trade and the rise in inequality, and are partly unfounded. 

			Inequalities between countries have been falling steadily since the early 1990s, while income disparities within countries have been rising (Figure 2). However, these differences reflect several factors, most of which have little to do with globalization. For example, technological progress is much more likely to affect wage differentials than offshoring or firms’ participation in global value chains.23 

			Furthermore, the tendency to relocate production is mostly due to advances in transport and telecommunications rather than to trade liberalization.24 The best way to fight domestic inequalities is through domestic policies – especially education, healthcare, the protection of workers’ rights and social security policies.

			Second, the decline in economic growth in advanced economies compared with the post-war boom, which was exacerbated by the global financial crisis, can sometimes lead to the misconception that development is a zero-sum game, with gains for one group of workers coming only at the expense of another.25 This stokes up social divisions and spurs anti-globalization and anti-immigration measures, fuelling the geopolitical polarization we are witnessing in many countries today.26 

			Finally, global geopolitical conflicts often stem from the insecurity and consequent social unrest experienced by large sections of the population, as well as from the loss of economic and political standing of some countries and regions of the world (Figure 3). They are probably the most insidious threat to the post-war multilateral order.

			In recent years, geopolitical instability has been accompanied by a fragmentation of world trade. There have been several examples of this, including waning US support for the WTO, protectionist disputes between the US and China,27 Brexit, and the opposition of many Western countries, including from within the EU, to Chinese investors acquiring strategic firms and critical infrastructure.28 More recently, the international community has responded to the invasion of Ukraine with trade and financial sanctions against Russia. And there is a risk that the ongoing tragic conflict in the Middle East could end up destabilizing energy markets. 

			Trade restrictions, such as tariffs, subsidies, and restrictions on exports and foreign investment (Figure 4), have exacerbated the disruptions in global commodity supply chains that emerged in the aftermath of the pandemic. 

			3. 	From globalization to fragmentation? 

			The events I have just described have stimulated debate about the costs and benefits of over-reliance on third countries for the supply of critical raw materials and inputs. 

			In an ideal world, trade integration brings undoubted benefits, allowing producers to rely on the most efficient suppliers and financial intermediaries to diversify their activity internationally. In our real, geopolitically unstable world, however, interconnectedness can quickly turn into vulnerability.

			The governments of the major countries are responding to these vulnerabilities.29 They are now less willing to rely on imports of strategic resources – such as food, energy or technology – from trading partners with whom they do not have stable relations and political, economic and cultural ties. Some of them are offering incentives to bring back previously offshored production to their country of origin (reshoring) or to ‘friendly’ countries (friend-shoring).30 This is sometimes to the detriment of geopolitical allies.31

			Companies are also rethinking their strategies,32 reviewing their location choices in order to repatriate activities, or diversifying their outlet markets and sources of supply to create regional value chains (regional reshoring).33 

			Partly as a result of these developments, trade in goods and services relative to world GDP is stagnating after decades of strong expansion (Figure 5a) and the geographical distribution of trade is shifting towards new centres of gravity (Figure 5b). 

			However, these trends have not yet translated into outright deglobalization.34 

			Reversing the trend of globalization would be costly. Technological advances make it easier for companies to manage offshored or outsourced production and to trade in services that once required direct contact between counterparties.35 In addition, cost and wage differentials continue to make offshoring attractive, although the destination countries are changing.36 

			The degree of integration in the international monetary system is high: the euro and especially the US dollar remain the main global reserve currencies.37 However, some central banks are increasing their holdings of gold and reducing those of major currencies, and there is an ongoing debate about the risk of trade and financial sanctions affecting the design of the system.38 

			Overall, there is a clear case for maintaining a global economy that is open to international trade. Breaking trade links would be costly,39 and would have a strong negative impact on the welfare of much of the world’s population.40

			4. 	The euro area: strengthening resilience and competitiveness

			At the same time, we cannot ignore geopolitical risks and their implications. We need to consider the possibility that we may face further protectionist pressures and a deglobalization of the world economy, and develop appropriate responses. 

			The solution is to strengthen the European economy along three main directions: rebalancing its growth model; improving its strategic autonomy; ensuring its capacity to provide for its external security, and enhancing its role in the international debate. The aim is not to set itself against others or to retreat behind national borders, but to become stronger in order to contribute to competition, integration and dialogue between countries. Achieving these objectives will require structural interventions. 

			Reducing dependence on foreign demand

			First, the European growth model needs to be reconsidered. Over the past two decades, Europe’s economy, unlike that of the United States, has been overly dependent on external demand, to the detriment of domestic demand (Figure 6).41 But trade disputes and global shocks are making this growth strategy less sustainable and riskier.   

			Going forward, the EU must strengthen domestic demand and make the most of the single market.42 

			This recipe is consistent with current developments in the world economy. For example, China, long one of the main markets for European exports, is reducing its openness to trade (Figure 7) as a result of both stronger domestic demand and policies to reduce dependence on foreign inputs, especially in technological sectors.43 But the problem is not just the drying up of markets: Chinese producers are becoming increasingly competitive and, in some sectors, are gaining global market shares.44 

			Enhancing energy security

			In the current geopolitical context, and in order to contribute to the fight against climate change, the European economy can no longer rely on a stable supply of energy resources imported at low cost,45 nor can it continue to depend on fossil fuels.46 

			We must increase clean energy production without excluding any technological option,47 promote industrial decarbonization and invest in an integrated gas and electricity infrastructure network.48 This will keep energy costs down and improve our competitiveness.

			Yet not even this transformation will entirely free us from dependence on foreign suppliers of energy inputs: even with a higher share of renewables, the EU will continue to import key resources from a very small number of countries, which are also subject to geopolitical tensions. 

			This is the case for metals and minerals needed for the energy transition, such as lithium, nickel, cobalt and rare earth elements. Europe currently has less affinity with nations rich in these input resources than other countries that have established close relations with them. Prominent among these countries is China, which now dominates the global supply and processing chain for these materials (Figure 8).49 

			A farsighted strategy requires building economic and diplomatic ties with the countries that produce most of the inputs needed for the energy transition.50 Mutually beneficial relationships can be established by seizing the opportunity to provide them with the technologies they need to integrate into global production chains.51 We must promote partnerships and strengthen supply chains, along the lines of the Resilient and Inclusive Supply-chain Enhancement (RISE) project, which is at the heart of the G7 agenda under the Italian presidency.52 

			Advancing the production of technology

			Europe lacks specialization in the production of cutting-edge technology services (Figure 9). At a time when technology is subject to protectionist measures and reshoring, Europe’s competitiveness in this sector needs to be strengthened and its foreign dependence reduced.53 This would stimulate competition in sectors where monopolies of a few global technological giants are emerging; it would deliver benefits that go beyond the economic dimension and affect the fundamental rights of citizens – think of privacy and pluralism in the information sector.

			Progress is necessary in technologies behind the production and use of carbon free energy sources.54 In the coming years, these technologies will not only provide the energy security benefits mentioned above, but will also attract large investments and generate productivity gains and jobs.55 

			Other countries have launched initiatives along these lines.56 The response to these initiatives must be European measures that do not weaken the single market. Instead, the Commission’s Green Deal industrial plan57 envisages measures funded not by new European resources, but by relaxing state aid rules. This mechanism favours countries with greater fiscal space and risks segmenting the single market by triggering a race to the bottom in which each Member State seeks to offer greater incentives than the others. The end result would be less effective policies and fewer competitiveness gains for the EU economic system as a whole. 

			There is also a need to increase public and private investment in advanced technologies, bringing them up to the level of the most advanced countries and exploiting existing centres of excellence in Europe in sectors such as AI, robotics, digital infrastructure and communications, space exploration and biotechnologies.58  

			To turn academic excellence into business opportunities, the technology transfer process must be bolstered and the fragmentation of Europe’s digital market needs to addressed through decisive action to simplify legislation and promote the integration of data and IT systems.59 

			In the field of digital payments, the Eurosystem is already helping to place the EU at the forefront of technology, strengthening the international role of the euro and thus our ability to influence global economic and financial developments.60

			Rethinking our participation in global value chains

			I have already mentioned that European companies are reshaping their value chains.

			In this regard, Europe’s less developed regions (Figure 10) offer important opportunities. While they have higher labour costs than emerging economies, their economic and institutional frameworks are stable and integrated into the EU single market, and their geographical location limits transport and connectivity costs to European economic centres. 

			In addition, they have large untapped labour resources: an increase in their level of economic activity and aggregate demand would turn them into outlet markets for many goods and services. Moreover, some of these regions – such as those bordering the Mediterranean – benefit from favourable climatic conditions for renewable energy production.61

			Enhancing European structural and cohesion fund programmes and the ability to carry out funded projects can make these areas more attractive as investment destinations than offshore centres. This would not only strengthen European supply chains, but also promote economic convergence and underpin domestic demand in Europe.

			In the United States, policies to support growth in less developed areas have been implemented successfully, notably through reshoring programmes.62 Public incentives have helped some States with lower incomes and wages become the destination for large investments in renewable energy production,63 generating significant employment growth.64

			The reconfiguration of global production chains offers an opportunity to revitalize the economy of the Italian Mezzogiorno.65 Seizing this opportunity requires policies to attract capital and strengthen the local productive environment by reinforcing infrastructure, re-skilling the workforce and improving the efficiency of local public administrations.66 It is essential to pursue with determination the objectives set out in the National Recovery and Resilience Plan (NRRP) in these areas.

			Governing migration flows

			Many EU Member States face the challenge of an ageing and shrinking population. According to Eurostat, the working-age population in the EU will decline by 7 per cent over the next 15 years, and by as much as 13 per cent without the currently expected inflows of non-EU migrants. 

			To avoid a sharp reduction in labour supply, and hence in economic growth potential, Europe must make significant efforts to allow the legal and managed entry of migrants and their integration into the labour market.

			The issue of migration flows cannot be tackled by each Member State individually.

			We need a European immigration policy, both to coordinate legal entry for work purposes and to avoid imbalances between Member States in the face of asymmetric pressures generated by the massive influx of migrants from the Global South.

			It is also essential to attract skilled workers who can contribute to innovation in production systems, including as entrepreneurs. Given the difficulties that companies face in recruiting highly-skilled labour force in many advanced countries, international competition for this type of worker is intense.67

			Enhancing external security

			In the current international context, it is clear that the EU must strengthen its capacity to protect its own external security.

			In the Versailles Declaration of March 2022, European leaders called for an increase in defence spending to reach the NATO guideline of 2 per cent of GDP. However, Europe’s military budget is still insufficient and characterized by a high degree of fragmentation between countries, which leads to project overlaps and a bias towards personnel salaries, thereby reducing its efficiency.68

			EU-wide investment in our external security would avoid duplication of spending, and generate synergies and economies of scale, freeing up resources to build infrastructure and for research and development.69 This would also help to increase the productivity of businesses in the civilian sector.70

			5.	Boosting investment in the euro area 

			The measures I have just described require considerable increases in public and private investment compared with the pre-pandemic period, when capital accumulation in the euro area was decidedly modest.

			Public spending on investment – which stood at 4 per cent of GDP before the global financial crisis (Figure 11) – fell by more than 1 percentage point over the following decade. The picture is even more disappointing if we look at investment net of depreciation of the capital stock, which fell to zero between 2010 and 2013 and then remained at that level until 2019,71 making it the lowest among advanced economies (with the exception of Japan).72 

			The dynamics of public investment, both gross and net, have also been procyclical, shrinking during the financial and sovereign debt crises. In particular, European governments invested around €500 billion less between 2011 and 2019 than between 2000 and 2009.

			A rebalancing of public spending towards investment would make public finances more growth-friendly,73 especially if capital accumulation is concentrated in expenditure items with high multipliers, such as research, infrastructure and education.74 There has been a shift in this direction in recent years, partly thanks to the Next Generation EU (NGEU) programme launched after the pandemic.

			The dynamics of private-sector investment since the global financial crisis have also been unsatisfactory. In the fifteen years from 2008 to 2023, it grew by barely 7 per cent in real terms,75 less than half the increase recorded in the five years before the crisis. This has limited the growth potential of Europe’s economy. It also widened the gap with the US economy, where private investment instead grew by around 50 per cent after the global financial crisis.76

			One aspect that is often overlooked is the negative effect that the low volume and pro-cyclical nature of investment has had on monetary policy. During the global financial crisis, national central banks in the euro area had to shoulder the entire burden of stimulating demand in order to prevent the recession from turning into a depression. Indeed, the unconventional measures taken at that time were to some extent the consequence of austerity policies. 

			6. 	Joint investments in European public goods

			In some of my previous speeches, two years ago,77 I spoke about the European Commission’s estimates of the public and private investment needed to finance the climate and digital transitions and to raise military spending to 2 per cent of GDP. Those estimates, which then stood at around €600 billion per year through 2030, have now risen to €800 billion per year,78 as has the number of measures needed to ensure the competitiveness and strategic autonomy of Europe’s economy.

			It is clear that sums of this magnitude require tapping into the EU budget. Even if the portion drawn from the public budget were relatively small – say, between a third and a quarter of the total – the resources required would still be enormous, and if they were to fall exclusively on the shoulders of the individual member states, it could lead – depending on the country – to underinvestment or a narrowing of fiscal space. And cross-country heterogeneity and financial fragmentation could also increase, to the detriment of the single market.

			Moreover, the policies I described earlier – on energy security, digital transition, technology production, immigration and defence – are European public goods and thus require a European response, as underinvestment would produce negative externalities and impacts on all EU Member States and citizens.79

			The benefits of joint action in these sectors go well beyond the financial sphere. 

			Coordinated investments financed at European level are necessary to achieve economies of scale and to generate positive externalities for all Member States.80 This would reduce duplication of outlays and distortions in the single market that would instead be inevitable if programmes were implemented at national level. It would also prevent expenditure from shrinking during economic downturns, thereby behaving pro-cyclically. It would be a driving force for attracting private resources.

			Financing investment in common public goods from the EU budget would also have significant benefits for European economic governance. 

			Financing investments through the issuance of common bonds would lead to the creation of a European safe asset. This would remove the main obstacle to the formation of a genuine Capital Markets Union,81 and would be a crucial step towards providing Economic and Monetary Union with an essential tool for financing the ambitious investment programme I described earlier. More generally, a Capital Market Union is needed to allocate citizens' savings efficiently and to attract capital from abroad. 

			If we were to adopt spending programmes at the EU level, European fiscal policy would no longer be the simple sum of national policies, but could rather be determined on the basis of the needs of the entire euro-area economy. This would ensure consistency between fiscal and monetary policy stances82 and would be a decisive step towards the completion of Economic and Monetary Union, putting to rest the idea that it can function well without a permanent central fiscal capacity.83 

			I do not intend to dwell here on the other reforms needed to make Europe’s economy competitive, such as creating a more business-friendly economic environment, simplifying regulation and boosting sources of finance for small and medium-sized enterprises. 

			The European fiscal rules agreed upon last February herald an innovative approach to the coordination of national fiscal policies, combining the need for sound public accounts with the necessity to increase investment and undertake structural reforms.84 Fiscal moderation is essential, but must be compatible with growth. 

			Finally, we need to fully implement the NGEU in the last three years of the programme. European governments still have to utilize €500 billion from the NGEU and REPowerEU funds, with 80 per cent of these resources earmarked for investment projects. This would add 2.5 percentage points to euro-area public investment by 2026, taking it to its highest level since the global financial crisis.85 

			Conclusions

			After decades in which globalization seemed unstoppable, geopolitical conflicts are now threatening international trade and the stability of the world economy. Old fears of a world divided into economic, political and even military blocs, have resurfaced.

			Given its high degree of openness to the rest of the world, trade and financial fragmentation pose significant risks to the European economy. More broadly, geopolitical disputes threaten the principles of international cooperation and the multilateral order that has underpinned global economic development and fostered a lasting peace among the major powers since the end of World War II. 

			As Europeans, it is in our interest to defend vigorously the progress made so far in global openness and integration. 

			At the same time, we cannot ignore geopolitical risks and their consequences. We must find ways to operate effectively in a less stable and less open world. 

			The solution lies in strengthening the European economy: by rebalancing its growth model and by making the most of the single market, by making it more competitive, by positioning it at the forefront of technology and energy, by empowering it to defend its external security, by providing it with the strength and authority necessary to amplify its voice and contribute to dialogue and cooperation between countries.86

			This is an enormous challenge and European countries will only succeed if they join forces and move towards a fully-fledged economic and monetary union, with stronger financial and fiscal integration.87 

			In the middle of the last century, Europe was born out of the desire to never relive the horror of war. Faced with the risks of economic fragmentation and the conflicts that are emerging in several parts of the globe, today its reinforcement is imperative: the Union must be able to rely on greater internal integration to counter divisions outside its boundaries.

			The European Union must draw on the collective strength of its members. 

			After the Second World War, my illustrious predecessor, Luigi Einaudi, who went on to become President of the Italian Republic – mindful of the need to move towards an ever closer union – declared, ‘The need to unify Europe is clear. States today are dust without substance. No single state can bear the cost of autonomous defence. Only the union can make them last. It is not a matter of choice between independence and unification; the choice is between existing together or disappearing’.88 

			His words of warning strike a terribly resonant note at this time of fragmentation and war.

			Our response must be equal to the challenges that we are facing.

			Thank you.
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							Developments in world trade since the 1870s
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							Sources: Based on ECB staff calculations and on data and methodologies from M.J. Klasing and P. Milionis, ‘Quantifying the evolution of world trade, 1870–1949’, Journal of International Economics, Vol. 92, 1, January, 2014, pp. 185-197, and from K. Barbieri, O. Keshk and B.M. Pollins, ‘Trading Data: Evaluating our Assumptions and Coding Rules’, Conflict Management and Peace Science, Vol. 26, 5, November 2009, pp. 471-491.
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							Trends in inequality within and across countries

						
					

					
							
							(a) Inequality measures in the EU and worldwide

						
							
							(b) Inequality measures in the euro area and the United States (2)

						
					

					
							
							[image: ]

						
							
							[image: ]

						
					

					
							
							Source: M. Ca’ Zorzi, P. Cova and A. Jochem, ‘Globalisation and inequality’, in ‘The implications of globalisation for the ECB monetary policy strategy’, European Central Bank, Occasional Paper Series, 263, 2021, pp. 32-33.

							(1) Right-hand scale. – (2) The Gini Market index is pre-tax; the Gini Net index is post-tax.
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							Different dimensions of geopolitical risk (1)

						
					

					
							
							(a) World uncertainty index

						
							
							(b) Trade policy uncertainty in the US and China

						
							
							(c) Social unrest (IMF index, global) (number of events)
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							Sources: IMF and the Economic Policy Uncertainty Index.

							(1) The world uncertainty index is computed by counting the percentage of the word ‘uncertain’ or its variants in the Economist Intelligence Unit country reports (see H. Ahir, N. Bloom and D. Furceri, ‘The Word Uncertainty Index’, NBER Working Paper Series, 29763, 2022). The trade policy uncertainty index reflects the frequency of articles in newspapers that discuss economic policy uncertainty and also contain references to trade policy (see S.R. Baker, N. Bloom, S.J. Davis, ‘Measuring economic policy uncertainty’, The Quarterly Journal of Economics, 131, 4, 2016, pp. 1593-1636). The IMF social unrest index reflects the frequency of unrest events linked to social tensions (see P. Barrett, M. Appendino, K. Nguyen and J. de Leon Miranda, ‘Measuring social unrest using media reports’, IMF Working Paper, 129, 2020).
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							Type of trade restrictions imposed at global level (1)

							(number)
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							Source: Global Trade Alert database and based on ECB staff calculations.

							(1) The Global Trade Alert database documents all unilateral changes in the relative treatment of foreign versus domestic commercial interests, with reference to both trade flows and foreign direct investment; see S.J. Evenett and J. Fritz, The Global Trade Alert Database Handbook. Manuscript, 26 October 2022.
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							Key globalization trends

						
					

					
							
							(a) Trade openness
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							Sources: IMF, World Economic Outlook database, October 2023; for world GDP in panel (b), World Bank, World Development Indicators.
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							Domestic and external demand in the euro area, the US, and Japan
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							(a) Domestic demand

						
							
							(b) External demand (net)
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							Source: IMF, World Economic Outlook, October 2023.
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							(sum of imports and exports as a percentage of GDP)
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							Source: IMF, World Economic Outlook, October 2023.

						
					

				
			

		

		
			
				
					
				
				
					
							
							Figure 8

						
					

					
							
							Index of political disagreement with mineral-mining countries (1)
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							Sources: U.S. Geological Survey, Mineral Commodity Summaries, 2022; M.A. Bailey, A. Strezhnev and E. Voeten, ‘Estimating dynamic State preferences from United Nations voting data’, The Journal of Conflict Resolution, 61, 2, 2017, pp. 430-456; ECB staff calculations.

							(1) Higher values indicate more disagreement. In M.A. Bailey et al., 2017, op. cit., political disagreement between two countries is calculated as the distance between preference scores based on records of UN voting over the period 2011-20.

						
					

				
			

		

		
			
				
					
					
				
				
					
							
							Figure 9

						
					

					
							
							International specialization of the major global economies in selected product classes (1)

							(Balassa indices calculated on exports of goods at current prices)

						
					

					
							
							(a) Advanced-technology goods

						
							
							(b) Key goods for the energy transition
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							Source: calculations based on Trade Data Monitor data.

							(1) Balassa indices are calculated as follows: [image: ], where: (a) [image: ] are the values of goods exports in euro; (b) [image: ] indicates the product class of exported goods (in accordance with the classifications contained in F.P. Conteduca, S. Giglioli, C. Giordano, M. Mancini and L. Panon, ‘Trade fragmentation unveiled: exploring recent European trends in a shifting global context’, Banca d’Italia, Questioni di Economia e Finanza (Occasional Papers), forthcoming;  (c) [image: ] indicates the exporting economy; (d) [image: ] refers to all exporting countries across the world; (e) [image: ] indicates the reference year. If the Balassa index for a given country-product class is positive (negative), that economy has (doesn’t have) an international comparative advantage in those goods. Exports are calculated net of energy and, for the EU, net of intra-EU exports.
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							GDP per capita by region (1)

							(percentage of EU27 average in 2021)
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							Source: World Bank.

							(1) Purchasing power parity adjusted.
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							Public investment spending in the euro area (1)

							(percentage of GDP)
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							Sources: Eurostat and K. Bańkowski et. al., 2022, op. cit.

							(1) RRF stands for Recovery and Resilience Facility, under the NGEU programme. Projected RRF-funded investment is equal to the average of the continuous red line over the period 2010-20 (dotted red line) increased annually by the amounts of the estimated RRF allocations for public investment (light green bars) and private investment grants (dark green bars). 
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