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Global Stagflation 

President of the National Institute of Finance of Tsinghua University and former Vice President of 

the International Monetary Fund Economist Zhu Min indicated that the world is entering a 

stagflation stage with high inflation, high interest rates, high debts and low growth. Likewise, 

Goldman Sachs Principal Analyst Christian M. Glissmann indicated that U.S. economy is currently 

in stagflation similar to 1970s, when inflation was high, economy growth was slow and jobless 

rate maintained at high levels.  

 

Stagflation is naturally brought forward when major central banks started a thorough plan to 

counter-against inflation. The geo-political uncertainty significantly increased reflected in the 

upward price risk in commodities, which has forced U.S. Federal Bank to give priority to restrict 

inflation. The downside is the U.S. and European countries are distracted from the damage from 

the pandemic. The interest rate expectation by year-end is varied among U.S. Federal Officials. 

The lower end of estimates was 1.75%, however the higher reached 3.25%.  

 

Stagflation is rather mild in Asian countries as they started a rather neutral monetary policy in 

countries like China and Japan. Stagflation would support commodity prices compared to equity 

and debts during the early phase of this economic period. However if the market delayed or exits 

stagflation, commodities normally correct according to historical examples.  
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China– linked Asset Recovery After an Important Financial Meeting  

China Vice PM Liu He held a state council meeting relating to financial stability and mentioned 

that China has discussed and resolved the current difficulties of Chinese companies listed in the 

U.S., which supported a huge rebound of China-linked equities worldwide. The Chinese linked 

equities have suffered a global and almost three month bloodbath under the rumour of “ Forced 

Delisting” from the U.S.. Ironically, after this political conference, all other related news was 

found to have no substantial impact.  The trade winds shifted from an extreme negative to a 

positive side on investment in China. The sentiment also reversed the correction of steel market 

although downstream demand was yet to start having been impacted by the pandemic spread.  
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Impact of China’s Pandemic  

Major areas of China started a “grid management” to screen for potential infected 

patients, which was effective with significant increase in numbers of newly-added 

patients. The upside is, the random spread was under control and the market 

expects a fast decrease of the virus in a few weeks. However, the current situation 

caused a massive closures in downstream constructions and manufacturing projects 

in northern and eastern areas.  
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