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Scientific Life

Conference of the Institute of Economic Research of the Slovak
Academy of Sciences and the Rectorate of the University
of Economics in Bratislava

OBADI, Saleh Mothana (ed.) (2019): The Development and Perspectives
of the World Economy: The Slowdown of the Growth due to the Trade
War. Bratislava: EU SAV, 346 p. ISBN 978-80-7144-305-6

On November 27, 2019, the Institute of Economisdech at the Slovak Academy
of Sciences (EU SAV) in cooperation with the Reaterof the University of Economics
in Bratislava (EUBA) held a conference on presémadf the scientific monographhe
Development and Perspectives of the World Econding:Slowdown of the Growth due
to the Trade WarThe conference took place in the EUBA’s meetiogn with abun-
dant participation of the EU SAV employees, teastatd students from EUBA, as well
as experts from other academic institutions andesgmtatives from the economic prac-
tice. The event dedicated to selected current ssefithe world economy was moderated
by L. Lipkova. At the beginning, F. Ba, Rector of EUBA, welcomed the participants
and wished the conference a successful courseg whiBipko, Director of EU SAV,
thanked the Rector of EUBA F. Ba and the Vice-Rector of EUBA P. PusSkarova for
helping with the organization of the conference @&xgressed the belief about new
knowledge coming from the conference. Thereaftes, ead of the team of authors,
S. M. Obadi, in his speech briefly characteriseal ghesented scientific monograph, the
aim of which is to portray economic events in therld from a national, regional and
global point of view using various methods of as#@y and to summarize the conclu-
sions of the team of authors based on the knowleggdting from long-term research
of monitored issues. The monograph is divided igl®ven chapters. In total, thirteen
authors participated in its preparation — ten fidbh SAV, two from EUBA (Faculty of
National Economy and Faculty of International Relad) and one from the Ministry of
Foreign and European Affairs of the Slovak Repuyllicganisation for Economic Co-
operation and Development. S. M. Obadi introdudeel authors of the chapters —
I. Brockova, D. Brzica, G. Dovava, B. Dziura, B. HoSoff, M. Kéek, A. Ondrow,

J. Sipko, R. Sivak, P. Stén V. VaSkova and J. Vokoun. He also thanked théeveers
of the scientific monograph V. Gonda ahdLipkova, linguistic editor Z. Bakova and
M. Lackova for technical processing fo the publimatand L. BartoSova for the work
linked to the organisation of the conference.

The opening paper entitiethe Development of the Global Econobslonged to
the head of the team of authors, S. M. Obadi. Maléd his speech into two parts. The
first part dealt with the global and regional deyghent, economic growth and other
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macroeconomic indicators. He noted that last ykargiobal economy registered solid
but weaker economic growth than was expected. déetified main reasons for slow-
down include the US-China trade war, as well asroemonomic stress in Argentina and
Turkey, the automotive industry slowdown in Germasityicter credit policy in China
and financial toughening along with the normalisatof monetary policy in key indus-
trialised economies. According to Obadi, some efrilsks represent a constant threat to
global economic growth and may lead the world econto recession.

In the second part of the speech, S. M. Obadiatharised the development of global
trade. He focused on the analysis of the lateshgmena and trends of global trade, the
development of prices of primary commodities anpeeglly the causes of fluctuation
in prices of oil and natural gas. He stated thstt ya@ar global trade experienced a slow-
down in growth in terms of volume and decline inueaof flows of goods and services
(in USD) while seeing the causes in the appreaiatiothe US dollar against world cur-
rencies, falling commodity prices and weak demawtording to Obadi, the gas market
has regional particularities and it is not posstbl¢alk about the global gas market. Last
year, gas prices in the European market were ertysevolatile. Successful resolution of
the dispute between Russia and Ukraine over thérgasmission may, according to his
expectations, lead to lower gas prices, given thieeat overcapacity of liquefied natural
gas (LNG) and several pipelines to be put into apen worldwide in the coming years
(Power of Siberia, Nord Stream 2, Turk Stream, TANALower gas prices may be
beneficial for consumers, and at the same time,st@mghthen its place in the energy
mix at the expense of coal, and this would havesitipe impact on the environmental
situation.

In the paperThe Twenty Years of Operation of the European MuopeUnion
J. Sipko focused on assessing the functioning efsingle European currency on the
occasion of its ZDanniversary. He noted that the first years of apien of the European
Monetary Union (EMU) (1999 — 2007) can be assesggte positively. This is due to
the gradual process of real convergence, growthutual trade, investment growth and
the strenghthening of the Euro in international etary relations. Whereas the Euro
proved to be a successful project, another eightcBuntries gradually joined the 11
original member states. The global financial crisiee deep economic recession and
especially the debt crisis led to enormous inteamal external imbalances in some euro
area member states, but mostly in debtor countBetween 2011 and 2013, EMU
struggled with an existential crisis. In this diffit situation, the European Central Bank
(ECB), as the lender of last resort, proceededutolase government securities of the
peripheral EMU member states and therefore preuetite collapse of the euro area.
J. Sipko compared the development between the thede centres of economic power
(euro area, the US and Japan) while paying attertioreal euro area GDP, inflation,
current account balance, TARGET 2 real-time grettesnent system, development of



109

unemployment, public debt, unfavourable developmaitbad loans, investment in
science and research, development of labour privitydh selected euro area countries,
disparity and welfare levels in euro area countdgshe end of his speech, he summari-
sed that in twenty years of the existence, commonrency, the Euro, has experienced
both ups and downs, while with the EMU’s credililgrowing, the role and position of
the Euro in international monetary relations inseghat the beginnings of its use. The
debt crisis and internal and external imbalancdddea relative decline in interest in the
use of the currency, especially in internationaués processes. The Euro remains the
second largest reserve currency, although theaestsong growing competition of Chi-
nese Renminbi. Finally, he wondered about the neagthat should be taken to ensure
the stability of the Euro.

B. HoSoff dedicated his speech entitlElde Economic Development of the US and
Japanto the analysis of macroeconomic developmenteéndB and Japan. Thanks to the
extraordinary fiscal stimulus, the US achieved ds@conomic growth. The ongoing
expansion of the business cycle is the longedterpbst-war period, however, this busi-
ness cycle must also end once. HoSoff said thahtheduction of protective measures in
the US pursued two objectives: 1. to alleviateléinge external imbalance and 2. to bring
back some of the US firms that had previously mawedr production abroad. Unfortu-
nately, these objectives fail to meet: the US trdéficit continues to rise (also because
exports are not growing) and companies move prazuétom countries affected by US
tariffs to other countries, not back to the US. Tevelopment of unemployment and
securities’ yields can be seen as the relativdlglike indicators of the upcoming turno-
ver in the business cycle towards the recessioAptit 2019, the unemployment rate was
only at 3.6 percent which is the lowest level sid@89. Historical tables and statistics
indicate that the lowest unemployment rate waseag, on average, nine months befo-
re the start of the recession, and the yield cleads to the inversion in favour of higher
interest on two-year Treasury bonds compared teyéan Treasury bonds, on average,
14 months before the peak of the business cycl¢héestart of the recession). HoSoff
noted that these indicators may signal an impendingssion in the US.

Since 2010, Japan has been characterised byrisigripopulation which has been
generating insufficient domestic demand accompaljedeclining corporate investment
and labour market imbalance. This results in ecoo@tagnation. Japan has the lowest
economic growth of the advanced G7 economies de#pit lowest unemployment rate.
The “Three Arrows” strategy against long-term eaoimstagnation introduced in 2013
has three pillars: monetary easing, fiscal stimalod structural reforms. In particular,
Japan lags in important structural reforms (egtgreaarticipation of women in the labo-
ur market, greater participation of immigrants e tsociety, improved conditions for
foreign direct investment inflows). The slower ecoric development of the country is
marked by unfavourable demographic developmentarddyas to cope with the serious



110

economic consequences of the ageing populationdétarmine changes in the labour
market. For example, the demand for labour fallshie sectors of education and con-
struction, while in social and health-care secibirscreases. The number of older people
in need increases and the number of productivepagele decreases. The falling num-
ber of productive people requires the involvemdraduitional labour (the elderly, wo-
men, migrants). Japan has considerable reservesnis of migrants, whereas it has the
lowest share of immigrants in the total populatioom the G7 countries. The greatest
obstructions to greater migration are cultural rmand language barriers in traditionally
closed Japanese society.

D. Brzica, who co-authored the paper entitledina under Pressure from Trade
Disputes with the US8ith J. Vokoun, discussed the situation in then@ke economy.
He stated that despite a slight slowdown in grotetl6.6 percent, which is the lowest
growth rate since 1990, the country still experema significant growth rate of GDP,
industrial production and services, with servicesdiming the key sector for generating
economic growth. China’s long-term trade surpluthwlie US is politically sensitive for
the US. The US-China trade war, triggered by thedg8sion to impose tariffs on Chi-
nese imports and subsequent China’s retaliatorysunes, deteriorate relations between
these two countries. On the other hand, Chinasidortrade relations with India, tradi-
tionally regarded as a competing superpower, im@r@hina changes the form of parti-
cipation in Africa and shifts its priorities hem®in the trade with natural resources to the
investment in industrial sectors. Trade betweerv&d{@a and the People’s Republic of
China is low, while imports from China are 3.4 tart@gher than exports from Slovakia.
Despite the political declarations, the Slovak Rejguhas so far made little use of the
potential of the Chinese market. The threat of gutidnism makes China’s access to
advanced foreign technologies more difficult. Tizatvhy China prepares and opens its
stand-alone solutions. In 2018, R&D expenditurggesented 2.2 percent of GDP; this
large concentration of resources makes it poss$ibtealise the country’s great research
ambitions. The Chinese spacecraft landed firstherfar side of the Moon and began its
exploration, the test voyage was carried by a st@rcraft carrier, there are tests of
a domestic amphibious aircraft etc. China has adolsttargets for the development of
automotive and climate change (increasing eleegiucle production, reducing carbon
emissions). According to D. Brzica, the idea thet 2£' century will be Chinese is ba-
sed on the assumption that China will become adrf global change. The negative
externality of China’s dominance is the high shafréhe increase in global carbon emis-
sions. From the environmental point of view, higialcconsumption is problematic in
China, accounting for up to 59 percent of totalrgpeeonsumption in the country.

R. Sivak presented a paper entitldte Main Risk Factors of Global Financial Stabi-
lity, co-authored by B. Dziura. He noted that overldiseé year there has been an increase
in the intensity of financial and fiscal risks. Therrelation between financial risks and
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financial stability can be intuitively understoosl iaverse — a higher intensity of financial
risks increases the likelihood of financial insti#pi Indicators of financial risks, finan-
cial stability respectively, can be divided intcetfiollowing groups: macroeconomic
indicators, sectoral indicators, financial sectuti¢ators and indicators of the country’s
external economic position. An important generatdafor financial risks, the growing
tension in international trade relations, currenmygatively affects global economic
activity and continues to dampen weakening growtpulses in the actual economic
cycle. In the coming years, financial stability malgo be negatively affected by the
ongoing accumulation of debt. In advanced econgnties main risks include the debt
accumulated as a consequence of the cost of thecial crisis to the public sector. Ac-
cording to the authors, the continuing growth obbtdguring the post-crisis recovery is
contrary to the principle of the anti-cyclical effef public finances. This is the common
recommendation of economic theory. The combinatiohigh public debt and extreme-
ly loose monetary policy conditions means thatitiagal economic policy instruments
currently have very limited scope for anti-cyclicthbilisation. The most-watched indi-
cator of the global financial market is the indaradf the development of so-called US
Federal Government Bonds Yields Curve. This is rapartant signal seeing that the
inverse yield curve has preceded all recessiotiseitdS economy since 1970. Hence its
current declining course can be seen as a wartitiggdmpending recession in the US.
In the final speechCurrent and Future Problems of the World Econpiy Stak

emphasised the qualitative difference between ptemad future. Industry 4.0, artificial
intelligence, digitisation, greening and new gedjud will create a new future in all its
dimensions. He paid attention to the key challerfgeshe future such as the require-
ment of 100-percent recyclability of manufacturedducts, personalisation of produc-
tion, individual approach to the customer etc. Afoimation security is a major problem
for the future reflecting the areas of smart tedbgies, cybersecurity, the growth of In-
ternet and digital crime, a total monitoring syst&yberbullying on social networks etc.
He discussed some new geopolitical dimensionshifaflom the prevalent tendency in
1990s and 2000s, in the days of US President Bnf@ab#o conclude bilateral agree-
ments between multinational trade groups and Isatdethe different geopolitical strate-
gy following the D. Trump’s administration whichviaurs bilateral negotiations with
individual countries as a more flexible tool foroproting US interests and priorities.
P. Stagk pointed to the schizophrenic situation of Eurégeing the choice of building
either Hanseatic Europe (Europe of the regionsgtr@ngthening Brussels management
in all dimensions. He also addressed the probleahanhging natural conditions, stressed
that these changes accelerate and pointed to thdeprs of extreme heat and changes
in hydrological conditions. He drew attention te thvater scarcity (North Africa, Middle
East, Bangladesh etc.) that could radically inaeagration pressures. Another important
topic is demographic and societal changes incluttiagchange in the hierarchy of priorities



112

for the Generation Y (young people aged 18 — 37) @b not want to be responsible,
financially commit and own property, but they wamtenjoy the life. According to him,
the ageing oby pension systems will sigonificatitiyit public finviances and state in-
debtednesss. At the end of the speech, he undktheeneed foor a flexible approach to
thne future. As the time of change is fast, they ¢@thniques to respond to the uncertain-
ty of future development are flexibility, adaptdtyilto change, interdisciplinarity and
ability to respond to unexpected challenges. o peeted challenges.

In the following discussion, Jozef Sestak, Mar@laviak and other participants of
the conference brought up their remarks, commemdsgaestions. They were answered
by P. Stawk, J. Sipko and R. Sivak. The conference was cadlecby J. Sipko, Director
of EU SAV, who thanked the team of authors andmvib contributed to the successful
course of the conference.

To ensure the integrity, here is a list of tittdsther papers from the monograph that
were not presented at the conference either duthegoabsence of authors or non-
inclusion to the programme because of the lacknoé.t The papers includ&he Euro-
pean Union — Continued Growth and Persistent Uraisties (V. VaSkova),The Deve-
lopment of the Economy of the Russian Federg#forOndrovt), India on the Way to
Become the Third Largest Economy in the W@@Bd Dov&ova) andThe Importance od
Digitalisation for the World Economgl. Brockovda). In the end, we conclude that the
presented scientific monograph is already thedirth in the series of EU SAV publica-
tions on the development and perspectives of thddweconomy. The monograph is
intended not only for the professional and entrepuoeial public but also for the students
of the economics of the second and third gradeurfiss at the university. It is praise-
worthy that the participants had the opportunityptochase the monograph directly at
the conference for a symbolic price.
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