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Make America Shoot Again...

S stocks have underperformed global markets in 2025
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Evolution of Atlanta Fed GDPNow real GDP estimate for 2025: Q1
Quarterly percent change (SAAR)
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WHO & CO2: a war against the institutional and
the environmental symbols of globalization

World Health
Organization
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FIRJRE 1 12 Namber of semed oonflcts since the end of the Cold War [1588- 2023}

Armed conflicts:
+60% in 10 years.

Since 2014, the number of armed
conflicts has been elevated
compared to the period from the
1990s to the early 2010s. Interstate
conflicts, while they tend to present
the greatest threats to global
stability, only constitute a small
proportion of the total number of

i yon | =as i armed conflicts, which also include
one-sided, nonstate and intrastate
armed conflicts.




FIGLUHE 7.13

World mulitnry expondium (hdison 57, 18522003

In 2023 the
historical
record of
military
expenditure:
$2.4 trillion

World military expenditure increased for
the ninth consecutive year in 2023,
reaching a total of $2.4 trillion,11 with
2023 seeing a steep rise over 2022
(see Figure 1.13). The top five countries
accounted for 61% of the total. As
governments with strengthening
militaries perceive that multilateral
constraints on unilateral military action
are weaker, there could be more
instances of cross-border military
interventions in the coming years.



Export of Major Arms:

THE MAIN EXPORTERS AND

P o . o

Russia: -53%. France: +47% IMPORTERS OF MAJOR ARMS,

The 25 largest suppliers accounted for 98 2019-23

per cent of the total volume of exports, and

the top 5—the United States, France, Global Global

Russia, China and Germany—accounted

for 75 per cent. Exporter share (%) Importer  share (%)

In recent years the USA's share of global 1 USA 42 1 India 08

exports has increased while Russia’s share _ .

has decreased. In 2019-23 the USA’s 2 France 11 2 SaudiArabia 84

arms exports were 17 per cent higher 5

than in 2014-18 and its share of the global . RH?SH o 4 Qatar. A8

total increased from 34 to 42 per cent. 4 China 5.8 4 Ukraine 4.9

51 contras’a, I;ussgia’s armst exgc_:trtsh f 5 Germany 5.6 5 Pakistan 4.3
ecreased by 53 per cent and its share o

the global total dropped from 21 to 11 per 6 Italy 4.3 6 Japan 4.1

cent. 7 UK 3.7 7 Egypt 4.0

Exports by France rose by 47 per cent 8 Spain 2.7 8 Australia 3.7

between 2014-18 and 2019-23, resulting il vortels

in France becoming the second largest 9 Israe 2.4 9 SouthKorea 3.]

exporter of major arms in 2019-23. 10 South Korea 2.0 10 China 2.9




The fragmentation of EU defense industry

Defence Expenditure €227bn €545bn
%age of GDP 1.3% 3.3%
Investment per soldier €27,639 €108,302

Duplication of Systems
Mumber of weapons systems 178 30
Main Battle Tanks 17 1
Destroyers/Frigates 29 4
Fighter Planes 20 6

Table 1: Comparison of US and EU systems®



Flgure 4. Delence Inveniment and 20% Delance nvesimend Denchmack AU e ) CsarT FLE prices

T 10E B
@ 4 TN ==
4 Nowly avaiisble funds for _

b f < '] invesstment jumped from €58 billion

e In 2021 to €102 billion in 2024*

€55
£ i
PREPANE FON THE FUTURE ) < ™2 ks
€6 s ' e
CROSSOVER POSMT -
&
-
€55 an - ud
=h THE & '!,—" tlI:-l"..-
_— -F-...-'
-
-.I'.-
s L _’Zf'.f
T — T ——
) -‘.-'-__'_.I_ e
. e __...._-L.-.__-E'_._"”E"--’
— E—aay
FINAMCIAL CRISIS UNDERSPENDY
€25

£003 2000 E£O0OJ POOE £00B EOMW £O0fl POME EOD3 EO0M DO EDM 200 BOM E0M EORD O DORZ EOE3 O34

0 EnleEwesiment | Delphcebvestinerd oot HiZd pmxenl | — — 20K Dedleecw v ssmeryl Boechrmi i



Figure 5. Share ol Total Defence Expenditure Allocated to Defenne Investment
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Figure 6. Defence Equipment Procurement Figuirnes are in constant 2023 prices
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Figure 8. European Callaborative Defence RED undey the EDF"
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Exploring Dual-Use Opportunities

Leveraging Defense Technologies for Civilian Use

Yot Ed

Understanding Drones: Versatile Satellites: Bridging
Dual-Use Applications Sectors
Technology

Atrtificial
Intelligence: A
Dual Role

©

Quantum
Computing: Future
Potential



D. Frequency of cyber events in the

financial and insurance sector
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Cyber-attacks
against financial
institutions have
tripled in the past
2 years



Figure 1.6 Cyber Gaps
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FIGLRE 1,14
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Humanitarian
funding: -20% in
2 years + USAID
cancelled in 2025

Even beyond global security considerations,
multilateralism appears set to endure its
most difficult period since the founding of the
UN in 1945. Over the next two years, more
questions are likely to be asked by national
governments about the roles and priorities of
key multilateral institutions, and there could
be constraints placed on their funding. The
outlook for this broader weakening of
multilateralism is associated with declining
global budgets for humanitarian aid



Once upon a time, it never
really existed a world of




Graph 1. New trade policy interventions
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Unilateral commercial and investment
restrictions at global level have tripled

ta M0 M1 MZ M3 14 15 Y6 M7 M8 M8 20 21 22 3
W investments @ goods B services

Fonle: Glebal Trade Alerl
(1) Moditiche unilaterall nel traftamento relative degll interessi commerciall ester fapetto a qued
nazionali, | dati si riferiacono sia ai flussi commerciall sia agh investimanti asten diretti



A. New trade-distorting policy
measures
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Neo-mercantilism:
Advanced Economies
are imposing 2x tariffs
than Emerging
Economies, impacted
by approx 80.000 trade-
distorting policies

Source: World Bank - Global Economic Prospects, January 2025



C. Trade-distorting policy measures,
by UN voting alignment

Number of new policy measuras, 100 = 2015
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Sources: Aiyar, Malacrino, and Presbitero (2024); Bailey, Strezhnev, and Voeten (2017); CPB
Netherlands Bureau of Economic Policy Analysis; Global Trade Alert (databasa); Haver Analytics;
World Bank.

Source: World Bank - Global Economic Prospects, January 2025



Figure 1.1.1. Frngmentation Affecting Trade
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Figurg 3. Cross-Country Inflation Expectations
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The magnitude of the inflationary effect from tariffs is
especially uncertain. While recent empirical studies find
high pass-through to import prices, estimates of pass-
through to consumer prices are lower and subject to
significant uncertainty. Nevertheless, compared with
what took place in earlier episodes of trade disputes,
several factors suggest that upside risks to inflation from
tariff hikes could be higher this time.

First, the global economy is coming out of the most
significant inflation surge in recent memory.

Inflation expectations, especially in many advanced
economies, are farther above the central bank target
today than in 2017-21 (Figure 3).

Second, the cyclical positions of many major
economies are more conducive to higher inflation today
than in 2016.

Third, retaliation in the form of restrictions on specific,
difficult-to-substitute materials or intermediate goods
may have an outsized impact on aggregate inflation.



E. Policy rates in advanced F. New trade-distorting policy
economies and EMDEs measures
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Share of all US goods imports (3)°
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Goaman  Proposed Tariffs Would Likely Lower GDP by More in the Euro
Sachs - Area than the US

Be (+} Fonal {1) Tax {<] Trachie {+) Nat =) Tehd A {-) Band {*) Yex {+) Teude [+) Net {#) Tuted -14
D00 Otawt PoiCy race nione Ottt Fobcy Irade
et Uncartamsdy 1300 Hi Urncaetanrty & et

arie Pt Jalie ULdw sesgived Myreeiy

satngd FywevrerA Moo &



A. Cumulative impact of a 10 percent B. impact of a 10-percentage-point

rise in global economic policy increase in U.S. tariffs on global and
uncertainty on output growth EMDE growth
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Source: World Bank - Global Economic Prospects, January 2025



FHAUAE 7 Bieirl-tud ] of Prancssl fragrridmiaiss or grods. doineslin geodud
L :

Very high
fragmentation
will have 2x
larger GDP
decrease than
the COVID-19
pandemic



FIGUAE &  Shart-fuh mBact of ooboonoms Magmantiton on Jlobal inflation

E—"-.'l—:H:IJ-I;l:L'Ii-II:I':!J-I-'-:-Il:IﬂTI o [rymbew o Sy

Very high
fragmentation
will have up to
5.2% marginal
impact on
global inflation

R ] iy
T— ety bty [0

Vo o

K ]

-'-

-
e
i e oy

I
=i Sy

L
i



US Tariffs: Italy is at maximum risk

Incertezza sulle politiche commerciali e saldo bilaterale del commercio di benl con gli Stati Uniti
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Fonte: Banca d’Italia, Bollettino Economico 1/2025



Italian SMEs are the most exposed to tariffs:
27% of their exports go to the US market
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Gli Stati Uniti costituiscono un mercato di
destinazione per quasi un terzo delle aziende
esportatrici italiane4. Poco piu della meta delle
vendite verso questo paese é realizzata da
grandi imprese (con almeno 250 addetti), con
un’esposizione media pari al 5 per cento del
fatturato e al 15 per cento delle proprie
esportazioni. Per le imprese piccole e medie il
mercato americano risulta relativamente piu
rilevante (in media, circa il 7 per cento del
fatturato e il 27 per cento delle esportazioni). A
questa classe dimensionale appartiene inoltre la
quasi totalita degli esportatori caratterizzati da
un’esposizione particolarmente elevata verso gli
Stati Uniti.

In conclusione, un inasprimento dei dazi
avrebbe effetti significativi sulle aziende italiane
che esportano verso il mercato statunitense,
soprattutto le piccole e le medie. In aggiunta agli
effetti diretti, le restrizioni commerciali
potrebbero colpire anche i produttori che, pur
non esportando direttamente, forniscono input
intermedi incorporati nei beni destinati agli Stati
Uniti6. Peraltro, I'elevata incertezza sulle
politiche commerciali puo costituire di per sé un
freno consistente agli investimenti.

Fonte: Banca d’Italia, Bollettino Economico 1/2025
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Protectionism Is just baseless populism

Only 1.7% of US workers and 3.3% of EU workers are employed in import-competing industries

Figitre C:F: Ralatively limiled sham of workers in mport-competing Indusiries. 2018
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A large share of workers in
economies at all income
levels, but particularly in high
income economies with large
public services sectors, do
not face import competition.
In fact, based on data by the
Organisation for Economic
Co-operation and
Development (OECD), the
average population share
affected by import
competition was only 1.85
per cent in 2019 for the 14
most populous economies
covered in the database (see
Figure C.7), and has hardly
changed relative to 1995.
(WTO, 2024)



Volume of world merchandise trade is expected to grow in 2025

Chart 1:Volume of world merchandise trade, 2015Q 1-202504
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A. Goods trade growth B. Global PMI: New export orders
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Source: World Bank - Global Economic Prospects, January 2025



A. Contributions to global growth B. Share of economies with average
trade growth in 2025-26 lower than in

2010-19
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Crisis? Which crisis?

WORLD ECONOMIC QUTLOOK UPDATE JANUARY 2025
IHE~ OPF GROWTH FeRUENT CHANTDE

CLODAI ADYVANLED EMERGING MARKET &

ECONDOMY ECONOMIES DEVELOPING ECONOMIES

42 4.2 4.3

IMF.org/pubs

(Source: IMF, January 2025)




World Economic Outlook
Growth Projections

ESTIMATE PROJECTIONS
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Figure 1. Policy Uncedabnty
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Export market shares
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China’s share of export
| markets has increased
3 (through dumping...?),
s while Europe has lost
ground.
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