hcwn Eo@omﬁamgﬁo mm -EI} AOpHO

inalco

Institut national
des langues
et civilisations orientales

Decoupling Russia from

western-led value chains?

Julien Vercueil,
Inalco (National Institute for Eastern Languages and Civilizations, Paris)

OEET Workshop, Torino, 1-2 December 2022




Introduction
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Context: uncertainty over data quality in times of war

Western sanctions over Russia : hard decoupling

First previsions for Russia in the West: short-term economic collapse
First official reactions in Russia: western sanctions are self-harming

Observations: significant impact on Russia, but not systemic to date. Some links
are interrupted, others are maintained, others transformed



J. Vercueil / Decoupling Russia / OEET Workshop, 1-2 December 2022

Remarks :
Russia 2020 * 2020 Covid
Exports in USD*  arms excluded
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Economic Complexity Index Dimensions:
e Complexity of traded products
e Partner countries complexity

ECI Rank by Country
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GVC participation in value added

Figure 1. GVC participation across countries, 2009
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Figure 2. GVC participation by industry?, 2009
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* « Decoupling »: a twofold increase in Non-tariff barriers
* Three decoupling scenarii :
* From US and EU and others (3A) on their imports from Russia

* From Russia (3B) on its imports from US and EU and others
* From both (3C)

Simulating the

: Decoupling A Bilateral A Exports A Tmports A Total A Welfare
d eCO u pl I n g Of scenario exports to RoW from RoW exports
RUSSla . Russia US al. Russia US al. Russia US al. Russia US al. Russia US al.

. 1 (2 3) (4 (5)  (6) VO 9)  (10)
CG E Cd |CU |at|onS 3A US al. 39.68 107.35 -1.59 -34.19  3.19 -28.74 -3.80 0.13
3B Russia ~ -27.53 [-96.22 | -22.51 203 5058 -1.11 -25.87 -3.67 [-4.71 |-0.09
3C Bilateral [-96.36 -97.69 | 5879 -0.06 -9.09  1.90 4521 572 [-0.71 |-0.17

e

Source : Felbemayr, Mahikow, Hendrik (2022)



Western

sanctions since
February 2022
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* Main domains of sanctions:

Finance: SWIFT, Western capital markets, CBR
Transports: by air, by sea, on the ground

Exports of goods: aeronautics, shipbuilding, space,
luxury, petroleum technologies, dual use and
military goods

Export of services: engineering, architecture, law,
digital services

Imports of goods: iron, steel, wood, cement,
spirituals, coal, oil (progressive), gold

* On top of sanctions, western companies reactions are
adding to the decoupling (see the Yale list)



How the Russian

manufacturing
industry is
reacting?

Context:

e X:-15%

* M:-23%

e GDP:-3%
No apparent collapse of
oil & gas production and
exports
No apparent collapse of
manufacturing
But deteriorating
expectations
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“ Demand-side shock: the effects of war on domestic demand (and

car market)

= Supply-side shock:
“ Imports

= Foreign producers leaving Russia (ex: Renault-Avtovaz)

The d UtOmOtlve = Shortages of components -> disruptions in production chains
industry (CBR, 2022)

® Preliminary statistical observations:

= Qutput : -44 % January-October 2022 (Ind. Manuf : -0,7 %)
(Rosstat, 2022)

= Price : +29 % (CPI 14 %) (CBR, 2022)




Destinations (2020) . . .
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= Two paramount factors in the effect of the current decoupling of

Russia:
= Extent and enforcement (by-pass possibilities?)

“ Duration / Reversibility

* The current and relative resilience of the Russian economy is due to

COﬂCl Ud | ng the sho)rt—term perpetuation of its currency earnings (oil and gas
exports

remarks

® China and India are not able (and presumably not willing) to fully
substitute EU and US as trade, financial and technological partners
for Russia

= So the effects of sanctions on the Russian economy seem to be here
to stay —and develop
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Julien Vercueil , 2022, Lyon — Le repli de la Russie, premier pas vers une économie de pénurie ?

% de variation 2021 2022 2022
BCR IPEN-ASR

PIB +4,7 -3,3 3,1
Inflation +8,4 +13,8 +12,3
Consorlnmatlon 495 33 59
des ménages

FBCF +8,9 -11 -11
Exportations +3,5 -15,5 -10,6
Importations +16,9 -23 -23,8
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Julien Vercueil , 2022, Lyon — Le repli de la Russie, premier pas vers une économie de pénurie ?

i Prochaine bifurcation majeure : le devenir de la rente
et civilisations orientales
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Figure 2. Estimate of Russian foreign trade based on mirror figures of Russia’s main trading partners

_ 80 USD billion per month (seasonally adjusted)
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Sources: Macrobond, Eurostat, UN Comtrade and BOFIT.
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International oil prices

Crude Oil WTI (USD/Bbl) 88.5523 -0.2367 (-0.27%)

Oil prices " ,AVJ"\V

SO urce: StatiSta Nov 2022 Mar May Jul Sep @
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Institut national International wheat prices
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