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Industries in 2022: recovery and renewal
Key forecasts

• Supply-chain disruption will make it harder for manufacturers and retailers to meet recovering
demand, dampening sales forecasts for both consumer goods and automotive.

• High prices will push up interest rates, which could raise bad debt levels and dampen demand.
However, some consumer companies and banks will turn higher prices to their advantage.

• New technologies - both digital and non-digital - will offer new opportunities, but will also attract
more attention from regulators keen to ensure a level playing field. Health apps will be among those
affected.

• Companies will need to prepare for changes in tax regulation, following a global deal to set a

minimum corporate tax rate. Although this legislation may be derailed, efforts to collect taxes are
increasing.

• Amid efforts to combat climate change, companies will come under more pressure to cut emissions
and meet more standardised reporting requirements. This will affect their investment strategies,
particularly in the oil and coal sectors.

2021 was supposed to be a year of recovery for economies and businesses that had been affected by
the coronavirus (Covid-19) pandemic. However, it has not been a straightforward rebound. Although
coronavirus vaccines allowed many countries to ease lockdowns and begin a recovery, cases remained
stubbornly high, albeit with an improved recovery rate. International borders remained either shut or
subject to cumbersome testing requirements. One knock-on effect was supply-chain disruptions that
hampered companies’ ability to meet consumer demand, pushing up prices. Many of these problems
will persist into 2022.
This report, the 11th in EIU’s annual series, examines the opportunities and challenges ahead for
seven sectors of the global economy: automotive; consumer goods and retail; energy; financial services;
healthcare and pharmaceuticals; technology and telecoms; and tourism. Growth prospects for all
these sectors in 2022 will depend on their respective base levels. Some sectors—notably, telecoms and
pharmaceuticals—thrived during the pandemic, but will need to navigate evolving consumer demands,
as well as increased competition and regulation going forwards. Some sectors—notably, automotive
and tourism—suffered slumps and will struggle to deal with the aftermath. For the remainder, the
situation and outlook remain mixed, with companies pushing against headwinds to reach areas
of opportunity.
We have identified five themes that are going to be particularly important to business over the
coming year.
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Supply-chain disruption will persist well into 2022
The root cause of 2021’s supply-chain disruptions will ease next year, but will not disappear. Coronavirus
cases will continue to cause temporary shutdowns everywhere from plants to ports, with knock-on
effects for companies further down the supply chain. These issues will be heightened by problems all
along the logistics chain. Container prices and freight rates will remain elevated, particularly in the busy
Asian shipping lanes. US warehousing costs will also remain high, owing to demand from e-commerce,
as well as the need to raise inventory levels to deal with supply-chain problems. In Europe, a chronic
shortage of heavy-goods vehicles (HGV) drivers will continue to constrain deliveries.
These factors will continue to affect not just a single product or commodity, but a wide range. A
lack of semiconductors, for example, is expected to affect automotive and electronics manufacturers
across the world up to mid-2022. Some of these companies are now also being hit by shortages of
lithium and magnesium, forcing us to cut our new-vehicle sales forecasts. If the coming winter is a cold
one, there could be further gas shortages in Europe and coal shortages in China. A number of food
products will remain in short supply in some markets, prompting panic buying. This will make it harder
for both manufacturers and retailers to meet recovering demand in 2022, dampening our forecasts for
several industries.
Commodity prices will stay high in 2022
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Prices will remain high, pushing up interest rates
Prices rose sharply in the past few months for a host of commodities, in light of supply-chain issues.
We expect these to remain firm into 2022. Oil prices, for example, will remain at about US$85/barrel
until the second quarter of the year, when they will begin to ease. Our index for food, feedstuff and
beverages, which rose by one-third in 2021, will also dip slightly, but will remain at levels not seen since
2014. Our index for industrial raw materials (mainly metals) will see a similar trajectory.
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Although price shocks are largely supply-driven, inflationary expectations are rising and central
banks are starting to raise interest rates in response. The EU and Japan are likely to keep monetary
policy relatively loose, but the Federal Reserve (Fed, the US central bank) could raise rates
twice in late 2022. The US dollar will rise as a result, while most other currencies will fall, further
affecting import prices.
This will impact both banks and stock markets, drawing money back into safer, interest-bearing
assets. Unless handled carefully, these conditions could increase the number of corporate-debt
defaults. However, it is more likely to bolster bank profits. For some consumer companies, it could also
offer opportunities, allowing them to pass on price rises to consumers and take their product offerings
upmarket. Discounters will also thrive, squeezing the mid-market.

New technologies will bring opportunities - and challenge regulators
Lockdowns have encouraged a remarkable acceleration in digitalisation across many sectors, from
online retail and digital finance to online entertainment and telehealth. Although growth rates will slow
further in 2022, as the higher base level for comparison will make growth rates less flattering, the shift
online is already causing market disruption that will only be amplified as the global economy continues
to recover. Areas of opportunity will open up for companies that move quickly to develop new digital
products and services, while this year’s report also highlights other areas of innovation in each of our
sectors.
However, there are also some serious risks for entrepreneurs, from the regulatory environment to
infrastructure, which could influence how quickly digital economies develop over the next five years.
Concerns range from cyber security and geopolitics, to consumer rights and competition. Data privacy
will become particularly fraught, as artificial intelligence brings new analytics capabilities. Regulators
will try to level the playing field for both offline competitors and new entrants to online markets, but
will struggle to keep pace.

Companies will need to prepare for changes in tax regulation
Between 1985 and 2019, the global average corporate tax rate has fallen from 49% to 23%, threatening
the sustainability of public services. The recent OECD tax deal, agreed by 135 countries in October 2021,
aims to prevent a race to the bottom as countries compete with each other to woo investors. The new
minimum tax rate of 15%, applied only to large companies, is supposed to come into effect in January
2023, although global implementation may take much longer. The US is among countries where the
tax changes could be stalled. Even so, efforts to collect taxes are increasing and are likely to affect the
strategies of multinational companies in 2022, as they seek to guard against higher tax costs.
The OECD estimates that the new regime, if implemented, will allow governments to tax US$125bn
in profits from around 100 of the world’s largest and most profitable multinationals. However, that
figure could shrink if companies react by securing tax breaks or investment incentives; alter their
reporting structures; or start investing in countries not covered by the agreement. More positively, the
tax deal should temporarily calm the dispute between the EU and the US over tax on digital services,
removing one immediate source of concern for online companies.
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Disparity in corporate taxes affects business environment
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Climate-change and emissions targets will become serious
The COP26 climate-change summit in November 2021 is unlikely to deliver the firm emissions targets
required to keep global warming manageable. Even so, it will deliver commitments that will have
a serious impact on several industry sectors, particularly energy and transport, but also finance,
consumer goods, and pharmaceuticals. The UK government has identified “coal, cars, cash and trees” as
its four priorities, which will translate into a raft of new regulations around emissions.
On a voluntary level, most major companies are now issuing pledges to achieve net-zero emissions,
while investment in green finance is rising rapidly. Shareholders are increasing pressure on companies
to align more closely with environmental, social and governance (ESG) criteria. However, there is a
pressing need for oversight and harmonisation in regulation and, as this begins to be met, it will begin
to drive revised targets. Almost as important will be trends in divestment in 2022, which will begin to
create stranded assets in sectors from coal to heavy industry and transport. All this will directly affect
corporate strategies in 2022.
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Macroeconomic forecast

markets, banks, companies and governments.

EIU forecasts that the global economic recovery
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Automotive in 2022: back to near-normal
Key forecasts

• Global sales of new vehicles will rise by 7.5% in 2022, taking them back past 2019 levels. The recovery
will be led by Asia and North America.

• Many vehicle makers will still struggle to meet recovering demand amid continuing supply-chain
disruptions.

• Global sales of new electric vehicles (EVs) will continue to soar, rising by 51%. New emissions rules
will force carmakers to make far-reaching decisions about their fossil-fuel models.

Global sales of new vehicle will surpass 2019 levels
Recovery in global automotive markets will continue in 2022, with new-vehicle sales racking up similar
growth rates to those of 2021. EIU expects new-car sales to rise by 7.8%, year on year, while sales of new
commercial vehicles (CVs) will increase by 7.1%. This will take total sales back past 2019 levels, reversing
the pandemic-induced slump of 2020.
However, the extent of the rebound will vary widely by region, depending on the pace of the
economic recovery, as well as the depth of the slump they have endured. Indeed, new-vehicle sales in
North America and Asia have already regained the ground they lost in 2021. In 2022, it will be the turn of
the Middle East and Eastern Europe, but Western Europe and Latin America will have to wait until 2023
to return to pre-pandemic levels. China alone will account for 30% of sales in 2022 (although its share
has fallen from 33% since 2020), while the US will take 19%.

Supply-chain bottlenecks will widen
the demand-supply gap

New-vehicle sales will surpass 2019 levels
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The global recovery in vehicle sales will be
dampened by supply-chain volatility in the
automotive industry. A global shortage of
semiconductors, a key automotive component,
will continue to hit automakers’ ability to service
rebounding demand. We expect the chip crunch
to last well into 2022, before easing in the last
six months. We are also expecting prolonged
shortages of magnesium, an essential component
for producing aluminium alloys used in vehicles.
Production in China, which accounts for 87%
of global supply, is being affected by power
shortages that could extend throughout the first
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quarter of 2022. In addition, EV makers are running short of lithium and cobalt, which are crucial for
battery manufacturing.
The widening demand-supply gap will push up the prices for new as well as used car models, and
will result in long waiting periods for customers. Mercedes-Benz (owned by German manufacturer
Daimler) says some of its buyers will have to wait more than a year for their models to be delivered.
By then, investment into production of these commodities should start to yield results, and prices will
start to fall quickly in response.

EV sales will continue to soar
The one bright spot for automotive during the pandemic was EV sales, which grew by 42%, even as
global automotive markets shrank. Growth accelerated still further in 2021, forcing us to raise our
forecasts, but will slow slightly in 2022 as the base for comparison rises. Even so, we expect new-EV
sales to rise by 51% worldwide, accounting for around 9% of total new-car sales. In summary, EVs are
finally becoming serious market disruptors.
The market will continue to be dominated by China and Europe, accounting for around 80% of sales
between them. However, the US is catching up rapidly. In August, the US government announced a
non-binding goal to make EVs account for half of new-vehicle sales by 2030. In 2022, if legislation is
approved, it will start implementing a US$174bn investment programme to make that happen.

Governments will raise long-term targets for clean vehicles
In 2022 we expect governments across the world to set more stringent regulations to reduce transport
emissions. These will include measures to accelerate the adoption of EVs and more deadlines for the
phase-out of internal combustion engines (ICE). As a result, we expect carmakers to expand their EV
launch plans.
The US Environmental Protection Agency (EPA) has already proposed tougher vehicle-fuel economy
standards for passenger cars and light trucks for model years 2023-26, reversing standards set by the
previous administration. These regulations are likely to be finalised by early 2022. The EPA also plans to
finalise the Clean Trucks Plan in 2022, which aims to reduce emissions from new heavy-duty vehicles
starting with model year 2027. Meanwhile, the European Commission’s ‘Fit for 55’ proposal calls for the
phase-out of ICE vehicles by 2035. The EU will also extend its Emissions Trading System (EU ETS) to
cover road transport.
As is the case with existing fuel-efficiency rules, these requirements are likely to be most stringent in
developed countries. This opens up a dilemma for carmakers about whether to retire their fossil-fuel
models entirely, or to shift these production and sales operations to developing countries. We do not,
for example, expect EV sales in India to reach over 50% of the new-car market until around 2040. Given
the long timelines involved in retooling plants, some of those decisions over future production will have
to be made in 2022.
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Carmakers in Europe promise electric switch
(electric vehicle targets by year; % of total sales)
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What to watch for in 2022

Fuel-cell EVs (FCEVs) go off-road: Hyundai

China will lift investment caps for foreign

technology to all its commercial vehicles by 2028.

carmakers: Several foreign carmakers are likely to

In 2022 it will start testing the Grenadier FCEV

increase their stakes in their car-production joint

off-roader, the fruit of its partnership with INEOS,

ventures ( JVs) in China, after the country removes

a hydrogen-fuel supplier. An FCEV Range Rover,

the 49% cap on ownership from January 2022. The

from Indian-owned Jaguar Land Rover, is on a

move follows similar changes for EVs (in 2018)

similar schedule. The less rugged Honda Clarity,

and CVs (2020). Full ownership will provide foreign

however, will end production in 2022.

carmakers with an opportunity to expand their

New technologies

presence in the Chinese automotive market and

Recent EV recalls have shed light on a common

compete with domestic manufacturers.

hazard of using lithium-ion batteries: they

Technology companies will move into EV

may burst into flames. In 2022 EV makers will

manufacturing: The much-heralded trend of EV

experiment with other types of batteries,

manufacturing is gathering pace, bolstered by the

including lithium-iron phosphate (LFP) and

news that Foxconn (Taiwan) has unveiled three

solid-state batteries. Tesla is moving to LFPs in

EV prototypes. Apple, a US-based electronics

most of its models, and has placed an order for 45

company, is expected to build a beta version of its

GWh-worth (enough for 400,000 vehicles) from

secret “Apple Car” in 2022, while Sony ( Japan) and

China’s Contemporary Amperex Technology for

Xiaomi (China) may accelerate their own EV plans.

2022. Toyota ( Japan) is working on a solid-state

Car-hire fleets will go electric: In October 2021

battery EV, and aims to begin sales in Japan in

Hertz, a US car-rental company, said it plans to

2022. Although both battery types are less fire-

offer 100,000 Tesla EVs to drivers by end-2022,

prone than lithium-ion, they are currently costlier.

along with a recharging network. Rival Avis has

However, ramped-up investment may bring costs

hinted it may follow suit.

down.

Self-driving cars will edge forward: Honda

Another development to watch is the expansion

( Japan), BMW and Mercedes (Germany) will be

of connected-car technology. For instance,

among those testing level-3 autonomous vehicles

Apple is planning to team up with carmakers to

(at level 3, the car is responsible for avoiding

expand the reach of what the iPhone, its flagship

obstacles) in 2022. Regulators in California (US)

mobile phone, can do in a vehicle. This may include

and Germany will allow limited commercial

controlling air conditioning and adjusting seats,

deployment. China’s New Taxonomy of Driving

as well as accessing the speedometer, satnav,

Automation for Vehicles will also come into effect

temperature, and humidity-sensor readings. The

on March 1st 2022, underpinning future regulations

resulting data will add to Apple’s own analytics.

(South Korea) wants to apply hydrogen fuel-cell

in the area.
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Consumer goods in 2022: knots in the
supply chain
Key forecasts

• Global retail sales will recover to 2019 levels in volume terms, but coronavirus (Covid-19) cases,
inflationary pressures and slow job growth will pose challenges.

• Online shopping will grow at a slower pace in 2022 as lockdowns lift, but will still account for 17% of
global retail sales.

• Higher supply-chain costs will motivate businesses to wean consumers off discount schemes and
focus on higher-margin premium products.

Global retail sales will recover to 2019 levels in volume terms
In 2022 growth in retail volumes will slow to 3.3% when adjusted for inflation, but sales will finally
exceed 2019 levels. With vaccination rates rising and lockdowns easing, consumers will head back to
shopping malls and high streets, even if they continue to spend more money online.
While some bricks-and-mortar retailers will continue with store shutdown plans announced in
2020-21, others will reinvest in their stores. Flagship outlets offering unique shopping experiences (such
as allowing consumers to try on clothes virtually) will be a popular omnichannel strategy. While fastfashion retailers such as H&M (Sweden) will use physical stores to enter new markets, it will be discount
retailers that expand fastest. Over 1,000 new “dollar stores” will open in the US in 2022, as will stores
owned by Mere, a Russian discounter.
The recovery in retail will be uneven, however, driven not only on the trajectory of the pandemic,
but also by the pace of job creation. Even where
vaccination rates are high, consumer expenditure
Offline retail will recover fully in 2022
may remain sluggish if the rate of coronavirus
(global retail sales value; US$trn)
cases rises again; if employment and wage growth
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Online shopping will account for 17%
of retail sales
The easing of lockdowns in 2021 has confirmed
that the shift to online shopping is not a transitory
trend. In 2022 EIU expects online sales to account
for over 17% of global retail sales, up from about
10% in 2019. However, the pace of growth will slow
further from the record high in 2020. The need to
develop long-term online sales strategies will see
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some consumer businesses attempt to bypass online marketplaces to set up their own digital presence.
An expanding breed of e-commerce enablers will help businesses digitalise their operations and
finances. These fast-growing start-ups will attract significant private-equity investment, especially in
South and South-east Asia, where young, steadily expanding populations will drive growth. Rapiddelivery grocery companies, which became popular during the pandemic, will also attract greater
investment, challenging the dominance of traditional supermarket chains. Food and groceries will
account for the lion’s share of online sales, in a marked departure from pre-coronavirus times.

Knots in the supply chain will persist
Costs have mounted for consumer companies in 2021. High fuel and freight costs have been
compounded by a labour shortage, especially in the transport sector. On top of this, the popularity of
online shopping has led to a shortage of storage space, with warehouse rents skyrocketing. We expect
these supply-chain challenges to continue into mid-2022, forcing businesses across the value chain to
pass on the increased costs to consumers. This will offer a marked departure from the discount-led
marketing strategies of recent years.
Manufacturers will raise prices (often in unobtrusive ways, for example by reducing product
volumes or weight while keeping prices the same). Retailers, which have had to absorb increased online
delivery costs in 2020-21, will find it hard to absorb further price hikes. They will, therefore, pass on
costs to consumers. Even online retailers, which have traditionally pushed prices down, will offer fewer
discounts, especially as they now have fewer new customers left to win.
While companies try to gauge their pricing strategies, they will turn to new technologies in the
hope of finding long-term solutions. In 2022 businesses will need to invest in automation and artificial
intelligence (AI) solutions for efficient inventory, storage and delivery management (see New
Technologies). Danish shipping giant Maersk’s plan to divest its container manufacturing business in
order to focus on logistics is indicative of the growth opportunities in e-commerce fulfilment and, in
particular, the need for one-stop logistics service
providers.
Prices will remain elevated in 2022
(commodities indices; 1990=100)
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Premium products will drive
profitability
While supply-chain problems and price rises
pose risks, they also offer an opportunity to retire
low-margin products and focus on upscale goods
that bring in higher profits. Feeding into this will
be the growing government and consumer focus
on ethical and sustainable products. Premium and
luxury brands will do well in 2022, helped by the
gradual return of international travel. However,
Chinese tourists, the biggest buyers of luxury
goods, will be missed. While China will remain an
important luxury market, its decision to keep its
© The Economist Intelligence Unit Limited 2021
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borders largely closed will put a ceiling on international spending. The Chinese government’s “common
prosperity” campaign also risks discouraging some high-earners from flashing their wealth in 2022.
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What to watch for in 2022

Scrutiny will be intense in 2022, and not only in

Asia’s fast-growing logistics companies will go

and Vietnam, will also look to rein in marketplaces.

public: Delhivery (India), Ninja Van and Qxpress

Vietnam’s new e-commerce rules, effective from

(Singapore) plan to launch public offerings in 2022.

January 2022, will require foreign tech players

Their listing underlines the need for third-party

to enhance consumer-safety standards and pay

advisers and enablers in Asia’s fastest-growing

higher taxes.

online retail markets.

New technologies

EU will enhance consumer-protection laws: EU

Given current supply-chain problems, many of

member states will enforce the Omnibus Directive

the new technologies deployed in 2022 will aim to

in May 2022, which will extend consumer laws to

ease supply and delivery challenges. The adoption

cover “free” digital services, such as social media.

of blockchain technology will be vital in driving

Tech players will be subject to stricter transparency

transparency in supply chains—traditionally a

laws, requiring them to disclose information on the

paper-intensive affair. Blockchain, an innovative

use of algorithms to set prices, the origin of their

system for recording data, offers the convenience

goods, and the authenticity of product reviews.

of quickly tracking location, price, quality and

Grocery-delivery firms will eye transatlantic

certification of products across supply chains.

expansion: Europe’s online grocery-delivery

Besides spotting supply-chain disruptions, it will

market saw a flurry of new entrants (notably

also reassure consumers about the origins of their

including Turkey’s Getir and Germany’s Gorillas)

purchases. Luxury brands can use it to identify

in 2020-21, setting the stage for consolidation and

counterfeits, making it easier for them to sell

transatlantic dealmaking in 2022. Getir plans to

second-hand items.

launch in 300 US cities by year-end. US players,

The need for faster delivery, from factories to

such as Gopuff, Uber and Amazon, are also seeking

warehouses to homes, will hasten the adoption

opportunities in Europe.

of autonomous robots and drones. Logistics

US brands will wade into choppy waters in

companies such as DHL and Hellmann (both

China: US companies will face a strong current

German) will use a fleet of drones to bypass hold-

of opposition as they try to win back China’s

ups at ports and haulage depots, focusing on the

nationalistic consumers, after making waves over

so-called “middle mile”. Western regulations are

human-rights abuses and in light of rising domestic

unlikely to allow the use of drones for last-mile

anti-China sentiment. They will come under

deliveries, which is the most expensive part of

pressure to boycott the Beijing Olympics, but doing

order fulfillment. However, Asia will be less wary:

so will hurt chances of boosting their image and

Alibaba, Meituan and JD.com (all Chinese) will use

sales in one of the world’s largest markets.

a total of 2,000 self-driving robots for last-mile

Online marketplaces face tighter regulations:

deliveries.

rich countries. Developing markets, such as India
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Energy in 2022: transition time
Key forecasts

• Global energy consumption will rise by 2.2% as economies recover from the impact of the pandemic.
All types of energy, apart from nuclear power, will benefit.

• Energy prices will stay firmer than in recent years, as demand recovers and supply bottlenecks
continue to disrupt power generation.

• Many energy companies will need to undertake an urgent review of their strategies in 2022, as
governments and investors ramp up pressure to cut emissions.

Global energy consumption will rise by 2.2%
In 2022, the overall picture for the energy sector will be one of growth, as economies recover from the
impact of the coronavirus (Covid-19) pandemic. Total energy consumption across the 69 countries
covered by EIU’s forecast will rise by 2.2%, to reach 13,410m tonnes of oil equivalent (mtoe). That is
higher than in 2019, compensating for the decline in consumption seen during the pandemic. However,
it is also a slowdown from the rebound in 2021, as energy consumption gradually normalises. Much of
that demand growth will come through the power sector, as the electrification of the global economy
(from digitalisation to transport) continues.
Nearly all parts of the energy sector—even coal, which was on the slide before the pandemic
struck—will see consumption rising in 2022. Coal consumption will rise by 1.5%, year on year, almost
as fast as natural-gas consumption (which will be subdued by supply problems in the first half of the
year). Oil consumption, which was the area of the economy worst hit by 2020’s economic crunch, will
rise by 2.7%. Solar and wind power will soar by 10.6%. The sole exception to this period of uplift will be

Solar and wind soar, while nuclear falls
(world* energy consumption; % change)
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the nuclear power industry, where consumption will fall by 0.8%. Many of Japan’s reactors have not yet
restarted following the Fukushima disaster in 2015, while many of the new plants being built in India
and China are not yet operational.

Energy prices will stay firmer
Stronger energy demand will support high prices, at least compared with the years leading up to the
pandemic. Assuming that the current OPEC+ production deal remains in place, we forecast that oil
prices will average US$78.5/barrel in 2022, after averaging an estimated US$71.7/b in 2021. We have also
significantly raised our price forecasts for natural gas and liquefied natural gas (LNG), particularly in
Europe, and expect prices to remain high until the second quarter of 2022 as stocks are rebuilt.
Prices could go even higher if production remains subdued, or could fall if investors pile in to take
advantage of the higher prices. The recent energy crises in Europe and China have sparked debates on
underinvestment in conventional projects as global funds have embraced sustainable investing. The
stakes are particularly high for the OPEC+ economies, most of which are looking to maximise revenue
from oil prices in the coming years to fund economic diversification and their energy-transition plans.

Emissions targets will drive new energy regulations
Despite the improving outlook for energy consumption, many companies will need to undertake an
urgent review of their strategies in 2022, as the energy transition accelerates and governments try
to fulfil pledges made at the UN climate conference (COP26) in Glasgow in late 2021. Among other
pledges, 23 countries, including Poland and Indonesia, agreed to phase out coal in the 2030s (for
developed countries) or 2040s (for developing ones). Many countries will also pass stricter regulations
promoting renewables growth, imposing carbon taxes or encouraging electrification of transport in the
year ahead.
In the US, the ambitious climate agenda of the president, Joe Biden, will include tax benefits to
renewable energy developers and electric-vehicle
(EV) buyers, as well as penalties for utilities reliant
Carbon prices have doubled since early 2021
on fossil fuels. Canada will introduce regulations
(ICE December 2021 future; €/tonne CO2 equivalent)
to limit the carbon-intensity of fuels produced in
70
and imported into the country. The EU is likely
60
to introduce a carbon tax at its borders, adding
50
a levy to emissions-producing products, as part
of the EU-wide green recovery programme.
40
China—under fire for its failure to participate fully
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in COP26—will continue with its “dual-control”
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campaign to cap energy consumption and limit
energy intensity. All these regulations will have a
profound and long-lasting impact on the global
energy sector, putting fossil-fuel companies
under pressure in 2022.

© The Economist Intelligence Unit Limited 2021

INDUSTRIES IN 2022

Green-financing pledges will pose a threat to fossil fuels
Securing private-sector financing will also become harder for fossil-fuel companies in 2022. While
renewables and energy-saving technology are attracting increasing flows of green financing, emissions
targets will also drive divestment. The outlook for oil and gas exploration, as well as coal mining, is
particularly uncertain. COP26 produced a non-binding promise between more than 20 countries,
including the US and Canada, to stop funding foreign fossil-fuel projects by the end of 2022. Most Asian
countries declined to sign the pledge, but China has separately pledged not to invest in foreign coal
projects. Both governments and private financiers will therefore be wary of approving new auctions or
projects, and some may even cancel planned projects.
This will raise the risk of stranded assets (arising when companies can no longer attract investment
for extraction), particularly in fossil-fuel businesses. Many of the oil majors are already starting to divest
from oil and gas projects in Africa, Latin America and elsewhere because of the energy transition.
The same is even more true of coal: Brazil’s Vale is among those set to sell assets (see box). Other
companies, such as Anglo-Dutch multinational Shell, are arguing that they need their oil and gas
revenue in order to invest in greener fuels. Higher fossil-fuel prices in 2022 may help them to convince
their shareholders, but pressure is intensifying.
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What to watch for in 2022

transition will be difficult. Despite government

The US will approve budget and infrastructure

the targets set in 2015, which aimed for power

laws: Programmes to modernise the country’s

capacity from non-hydro renewables to top 175

energy systems and combat climate change form

GW by 2022. We forecast that capacity will reach

an integral part of Mr Biden’s infrastructure and

112 GW.

budget reconciliation bills. We expect the bills to

New technologies

be made law by end-2021, after compromises are

Unlike conventional hydrogen, which comes

made on some sticking points. Together, the two

principally from natural gas, green hydrogen

bills will expand the reach of wind and solar plants

can be generated from electrolysis, using water

to large cities and make the grid less susceptible to

and renewables-generated electricity, and other

blackouts (such as the one witnessed in Texas in

low-carbon fuels such as biomass. However,

early 2021). The bills will also fund the development

the high cost of extracting green hydrogen

of an expansive EV-charging network.

has made it unattractive for commercial use.

The Nord Stream 2 pipeline will open: We

In 2022 more government support (in China,

expect the Nord Stream 2 pipeline to start

the EU and elsewhere) and business interest in

operations in 2022 after getting the necessary

clean-fuel technologies will spur investment that

approvals from Germany and the EU. The pipeline

could eventually bring this cost down. Green

will connect Russia through the Baltic sea to

hydrogen could help sectors from industry and

Germany, which already gets 35% of its natural

transportation to power generation to reduce

gas from Russia. Although Ukraine insists that the

emissions quickly.

existing pipeline, which passes through its territory,

One application could see green hydrogen

still has spare capacity, the new pipeline should

combined with carbon dioxide to produce

help to moderate Europe’s sky-high gas prices.

synthetic liquid fuels (e-fuel). When burnt,

Coal divestment will gather pace: The European

synthetic fuels only leave water and heat as

Investment Bank (EIB) has said that it will stop

residue, with a minimal lifecycle carbon footprint.

investing in coal projects from 2022, as well as

Unlike electric power, they can also be used with

most oil projects. Since 2013 the EIB has funded

existing vehicles and refuelling infrastructure.

around US$15bn in fossil-fuel projects. The Asian

Porsche and Siemens, two German manufacturers,

Infrastructure Investment Bank (AIIB) has hinted

have collaborated with other international

that it may also bar investment in coal power

companies to set up an e-fuel manufacturing plant

plants from 2022, although it has left the door open

in Chile, which is expected to start production

for other coal-related investment.

in mid-2022. Progress in e-fuel technology could

India will miss its renewables targets: One

eventually provide a greener option for the

notable achievement of COP26 was getting

aviation industry, which has no easy solutions to

India to set a target to attain net-zero emissions,

cut oil use.

efforts and investor interest, India is likely to miss

although the date of 2070 is significantly later than
hoped for. There is little doubt that India’s energy
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Finance in 2022: gusty tailwinds
Key forecasts

• Economic recovery and rising interest rates will boost prospects for many financial firms in 2022,
provided bad loans remain at manageable levels.

• Developing markets will take longer to regain their appeal than developed ones. Regulatory

uncertainties in China will throw up challenges in the world’s fastest-growing market for financial
services.

• Green finance will move towards centre stage, as companies and investors try to live up to pledges
made at the COP26 climate summit.

Economic recovery and rising interest rates should bolster most banks
Robust GDP growth will boost activity for banks, payment processors, insurers and fund managers in
2022, but inflation will be a major risk. Higher prices are, in moderation, good for financial firms, which
earn higher returns on lending and investment portfolios as a result. Central banks in Brazil, Poland and
Russia, among other countries, have already raised interest rates; the US Federal Reserve (Fed, the US
central bank) is likely to do so in the second half of 2022. However, policy rates will stay at rock-bottom
levels in the major economies of China, the EU and Japan.
The question is whether banks will be able to raise lending rates as well, widening their margins.
If this is carried out too abruptly, it could lead to a rise in levels of loan defaults, particularly when
combined with the pullback of government support for businesses and households. However, if
handled carefully, this risk should be minimal. Levels of bad loans actually fell during the pandemic,
in part owing to official assistance, and are likely
to rise only slightly as the economic recovery
continues. This will allow banks to release the
heavy reserves they had set aside in early 2020 to
guard against loan defaults, raising their reported
profits, even if margins remain tight.

Bank margins are likely to fall in 2022
(net interest margin*; %)
Asia & Australasia
North America
Western Europe

Eastern Europe
Latin America
Middle East & Africa
World
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Developing markets will be slower,
while uncertainties lurk in Asia
The economic recovery will lag in most developing
markets, which will be more vulnerable to
coronavirus outbreaks and interest-rate rises. As a
result, financial firms will have to focus on mature
markets, where most adults already have bank
accounts, payment cards, insurance policies and
investment accounts. Success here will depend
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on gaining market share and driving innovation, while competing with neobanks (digital-only banks),
fintech startups and discount brokerage firms.
China, with over 1bn potential customers, holds both opportunities and uncertainties. On the
positive side, China will become more receptive to foreign firms, awarding new licences and allowing
overseas banks, fund managers and brokerage firms to take larger stakes or even full ownership of
existing joint ventures. This marks a relaxation of its largely closed-door policy over the past two
decades. On the negative side, the Communist Party appears ready to include financial firms in an
ongoing crackdown on private business. Having reined back Ant Group’s Alipay, Chinese officials will
apply new solvency rules to online lenders in 2022, forcing them to clean up their credit reports by
the end of the year. The current “common prosperity” campaign could also be used to restrain foreign
financial firms.
Foreign firms will continue to be attracted to increasing levels of financial inclusion and rapid
economic expansion in other emerging Asian markets, particularly India, the only other country with
more than 1bn inhabitants. India’s financial firms should see a strong recovery in 2022, amid improved
demand for bank credit, although the extent of their bad loans will also become clearer. Fintech
competition is also expanding rapidly. Much depends on the government’s ability to reform the system
by privatising some lenders and creating a “bad bank” to resolve loan problems.

Share prices will continue to boom, for a time at least
“Demography is destiny,” said the 19th-century French philosopher Auguste Comte. That is certainly
true for the securities markets, as an ageing global population looks to grow their nest eggs. As a result,
capital will remain abundant and the opportunities for high returns limited in 2022.
Securities markets, especially those for company shares, have enjoyed a torrid run in most
economies after making a fast recovery from the coronavirus-induced slump. This has produced
bumper profits for firms arranging market financing, taking companies public on exchanges and
consulting on mergers. There are abundant signs of market frothiness going into 2022, such as the
proliferation of blank-cheque companies, exuberance over cryptocurrencies and furious trading in
meme stocks. These may or may not be signs of an impending correction.
As financial products become increasingly transparent, investors will remain cost-sensitive, flocking
to cheap, passively managed investment funds. However, they will also adopt political and ethical
criteria in choosing their financial providers and products, requiring more active management. In
2022 corporate accountants will start to harmonise the environmental, social and governance (ESG)
measures that investors now look for (see box). At COP26, banks, insurers and investors managing
funds worth US$130trn collectively promised not to invest in companies that will undermine emissions
goals.
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What to watch for in 2022

the derivatives overseer), has hinted at stricter

End of the LIBOR era: The world’s financial

and trading of securities, which is very likely to

markets are set to swap out their most important

impact bitcoin and other digital currencies.

set of interest benchmarks—the London Inter-Bank

Climate finance will gain greater prominence:

Offered Rate (Libor)—for new bond issues and loan

In 2022 policymakers and industry players will seek

contracts, starting in January 2022. The transition

additional tools to hasten the transition to green

from these scandal-marred indices, which are based

energy. An important step in the new year will be to

on interbank borrowing, to a new set based on

harmonise company and investor reporting about

the interest rates implied in dealing in government

emissions, with the EU obliging fund managers

securities, has long been in the works. However,

to disclose information about their own and their

there has been limited borrowing activity to date

portfolio companies’ practices. The International

in the new US-dollar benchmark, the Secured

Financial Reporting Standards Foundation is now

Overnight Financing Rate (SOFR). Trading in SOFR

charged with setting global standards for such

futures contracts, a vital tool in hedging interest-

disclosures by June.

rate positions, has grown steadily but continues

UK may lose its hold over Euro-swaps clearing:

to lag the Eurodollar contract used with US-dollar

Historically, London has been the global hub for

Libor.

clearing of swap contracts (a vital corporate hedging

US will tighten regulations on cryptocurrencies:

tool) but, now that the UK has left the single market,

Still reeling from the impact of a complete ban

the EU will not want this prominence to continue.

in China, crypto companies face further hurdles

The bloc had granted EU-based derivatives traders

in early 2022, as the US Securities and Exchange

access to UK clearing houses until June 2022.

Commission (SEC) takes a closer look at this

Following this, Brussels is likely to command EU

volatile industry. Gary Gensler, the new head of

firms to shift some or all of the market to move to

the securities supervisor (and the former head of

inside the bloc, specifically Frankfurt. Such a move

enforcement of existing rules related to issuance

SOFR futures rise, but Libor more popular
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would split market liquidity and force traders to

less likely than Brazilians to have existing bank

maintain costly collateral in two separate venues.

accounts and new smartphones.

Dealers and their customers will need time to

Central banks in countries as diverse as India

prepare for the new rules.

and Saudi Arabia have built similar payments

New technologies

platforms, which move monetary policymakers

Central banks around the world are increasingly

beyond their traditional roles in clearing high-value

building and operating digital retail payments

financial-system transactions. Going into 2022,

platforms to allow citizens to pay one another and

this will be a strategy adopted by many emerging

carry out low-value transactions with businesses

economies to drive financial inclusion. People’s

and the government. Two notable such efforts in

Bank of China (PBoC) plans to go a step further in

Brazil and Mexico—Pix and CoDi, respectively—

2022, by introducing a digital currency that it will

have spurred business activity, lowering costs for

operate and monitor, following pilot programmes

money transfers and improving the state’s ability

in 2021. Athletes and visitors, as well as merchants

to assess value-added tax (VAT). The Mexican

selling goods and services, are slated to use the

platform, CoDi, has caught on more slowly than

new e-CNY at the Winter Olympics in Beijing in

Pix, however, probably because Mexicans are

February.
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Healthcare in 2022: the aftermath of
coronavirus
Key forecasts

• Global healthcare spending growth will slow to 4.1%, despite rising costs, as governments start to
assess the economic damage wreaked by the pandemic.

• Vaccinating the world against Covid-19 (coronavirus) will remain a core priority. However, healthcare
systems will also need to start tackling a backlog of non-coronavirus care.

• Healthcare is not exempt from supply-chain problems, and governments will push ahead with
regulation designed to increase resilience and lower costs.

Healthcare budgets will remain generous, but some areas will be squeezed
Healthcare has never been more important to the global economy than during the past two years, and
it will be central to the economic recovery. Global healthcare spending will rise by 4.1%, year on year, in
2022 as countries rise to the diverse challenges of coronavirus and non-coronavirus care. This will be a
slowdown from the 9% growth seen in 2021, when many countries were spending heavily on vaccines.
However, it will still be among the fastest growth rates for a decade. Moreover, as a share of global GDP,
healthcare spending will remain at 10.5%, up from 10.2% in 2019, and only marginally lower than in 2020,
when the economy contracted.
Despite the cost of vaccination programmes, from 2022 onwards EIU expects growth in healthcare
spending to slow as governments seek to reduce budget deficits and pay down foreign debt. Some may
be forced into austerity budgets as creditor patience wears thin. Nevertheless, the underlying trend in
Healthcare spending per head
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terms of global healthcare spending is still upwards, driven by economic recovery as well as population
ageing, advances in treatments, and the expansion of public healthcare systems.

Coronavirus and its aftermath will continue to strain healthcare systems
Coronavirus vaccines will remain the priority for most healthcare systems in 2022, given the risks of
vaccine-resistant variants emerging or further outbreaks. While most developed countries will roll out
booster shots, many citizens in developing countries are yet to receive their first shot—with economic
consequences. Fortunately, vaccine-production capacity is finally set to expand rapidly, with new
plants coming on tap (see box) and India’s export ban lifted. Even so, we calculate that vaccine delays
(whether caused by supply constraints or vaccine hesitancy) will cost the world US$2trn in GDP by
2025, a sum roughly equivalent to the annual GDP of France.
Living with the virus will be challenging in 2022. That aftermath will include “long Covid” and mentalhealth problems, as well as a backlog of non-coronavirus care. A survey of 61 countries published in
The Lancet concluded that one-seventh of planned cancer surgeries have been delayed in regions with
lockdowns. McKinsey, a consultancy, warns of a backlog of more than 1m joint and spinal surgeries
in the US by mid-2022. In the UK, the waiting list for treatment could reach 13m in 2022, nearly triple
its pre-pandemic level. In Africa, delays to routine vaccinations could put 80m children at risk of
contracting preventable diseases such as malaria, tuberculosis (TB) and measles across 45 countries.
TB deaths are set to rise again for the first time in a decade.
The strain on healthcare systems will be exacerbated by rising staff turnover and international
competition for healthcare workers. According to the British Medical Association (BMA), the UK is
currently short of 49,000 full-time doctors, while, in the US, the Association of American Medical
Colleges (AAMC) predicts a shortfall of between 21,400 and 55,200 primary-care doctors by 2033.
Coronavirus has also killed between 80,000 and 180,000 healthcare workers worldwide, according to
the World Health Organisation (WHO). Clinics and hospitals around the globe are struggling to recruit
and retain staff, and the pharmacy sector is facing a similar problem.

Pharmaceutical supply systems will
come under regulatory scrutiny

Pharmaceutical spending has accelerated
(sales by region; US$bn)
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Healthcare is not immune to the supply-chain
problems that have pushed up the prices of
commodities and inputs. In 2022, we expect global
pharmaceutical sales to increase by 4.6% in USdollar terms (about half the rate seen in 2021, but
still faster than that seen in most of the previous
decade). The disruption suffered in 2020—when
many countries were scrambling for medtech
supplies—has died down, but the pharmaceuticals
industry is still suffering the knock-on effects
of the broader logistics crisis. Coal shortages in
China have affected the vital production of active
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pharmaceutical ingredients. Pharmaceutical companies reliant on Asia-US shipping routes are also
experiencing delays and added costs as container prices soar, and the effect is likely to last for a few
months. The magnesium shortage that is affecting carmakers might lead to shortages of foil packaging
for drugmakers.
During 2022 the EU and US will push ahead with the reshoring initiatives they started last year,
when supply-chain disruption underlined their reliance on China. The US will use the purchasing
power of public healthcare schemes to favour medicines produced within the US, although efforts
to use the Defense Production Act to direct industrial production may fall foul of political gridlock in
Congress. The European Commission (EC) is currently wrapping up far-reaching consultations over
pharmaceutical regulation, including supply chains, which should result in reform proposals in 2022.
Meanwhile, in China, the government is slowly centralising and reorganising the process of drug
procurement, a process that is likely to be to the benefit of domestic companies.

24

© The Economist Intelligence Unit Limited 2021

INDUSTRIES IN 2022

What to watch for in 2022

China will tighten regulation of health

There will be fewer unexpected medical

to integrate telehealth services into the basic

bills: The US No Surprises Act seeks to protect

health-insurance system, to alleviate pressure on

consumers from unexpectedly high medical bills

overcrowded hospitals. However, the government

when they seek treatment from out-of-network

also wants better regulation of health apps such as

providers. It will become effective in the US from

Tencent’s We Doctor, Ping An’s Good Doctor and

January 2022, making it illegal for providers to bill

Ali Health. Draft rules, released for consultation in

patients for more than the in-network cost-sharing

October 2021, caused share prices to drop.

fee under their insurance policies.

New technologies

Africa’s vaccine-manufacturing capacity will

The groundbreaking technologies behind the

expand: Less than 5% of Africa’s population is fully

Pfizer and Moderna coronavirus vaccines, which

vaccinated against the coronavirus, partly because

use mRNA delivered in lipid nanoparticles, are

of problems with securing supplies. From late 2022

being developed to produce better treatments or

the Pasteur institute of Dakar in Senegal will start

vaccines for other diseases in 2022. Researchers

producing 25m doses of coronavirus vaccines

are investigating the use of mRNA vaccines for

a month, with international backing. Vaccine

cancer and HIV treatment, as well as infectious

capacity will also rise in Egypt, South Africa and

diseases such as influenza, rabies and zika.

Morocco as existing plants expand.

Lipid-based delivery systems are being assessed

The EU will tighten medtech regulations: The In

for their potential to allow chemotherapy or

Vitro Diagnostic (IVD) Medical Devices regulation,

immunotherapy drugs to target cancer cells more

agreed in 2017, will be enforced across the EU from

directly to enhance effectiveness or reduce side-

May 2022, setting uniform safety standards for

effects. Other research focuses on their use for

the notified bodies that approve IVDs. However,

gene therapies, and to treat neurological diseases,

some parts of the regulation will be delayed in

especially those that provoke strokes.

order to avoid excessive disruption. The new EU

Data will be one of the most important

Clinical Trials Regulation will also come into force

commodities in healthcare in 2022. To analyse that

in January 2022.

data, healthcare providers, payers and suppliers

The UK will bring in a health and social-

will increasingly rely on machine-learning

care levy:. The pandemic exposed gaps in the

algorithms and software to improve diagnoses,

UK’s social- and aged-care system, which the

treatment and outcomes. Regulators will be

government plans to plug by increasing health and

struggling to catch up, focusing on issues around

social-care funding by £12bn over the next three

data security and privacy, as well as competition

years. It will fund this hike by adding another 1.25%

and intellectual-property rights. Such regulation

to workers’ national-insurance contributions from

may also cause controversy, as the EC has found in

April 2022.

the reaction to its draft EU regulation on artificial

apps: Under its 14th five-year plan, China aims

intelligence.
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Technology and telecoms in 2022:
geopolitical tensions
Key forecasts

• Of 60 major telecoms markets, 16 will launch 5G services in 2022, but challenges in spectrum
availability and pricing will cause delays.

• Technology and politics will continue to be interlinked. The semiconductor shortage will persist,
making onshoring of chip production a strategic priority for countries.

• Governments will tighten regulations to boost cyber security, which will be the main short-term risk
to digitalisation progress, but discrepancies between countries will often dilute the impact.

5G adoption will be a priority but will face challenges
The Covid-19 (coronavirus) pandemic derailed many countries’ plans to roll out fifth-generation (5G)
mobile networks in 2020-21, but the pace of digitalisation will force governments to get back on track.
EIU expects 16 out of the 60 major telecoms markets to launch commercial 5G networks in 2022. Most
of these countries have commenced 5G pilots in major cities, and operators are waiting for spectrum
to be assigned. However, the path ahead will not be easy going, and many markets will struggle with
spectrum availability, pricing and allocation.
Malaysia is a notable example, as it has opted for a single wholesale network (SWN) for 5G, as
opposed to the more popular licensing-framework strategy. This means that the country’s telecoms
operators will not be able to purchase spectrum bands, which will instead be owned by a government

Sixteen countries will switch on 5G in 2022

Hong Kong

Singapore

Active
Network launch by end-2021
Network launch in 2022
Network launch in 2023
Sources: National data; EIU.
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entity. Historically, SWNs have led to delayed launches, low customer adoption and financial losses
for the public entity that owns the network. Such challenges pose significant risks to the country’s
5G roadmap.
Russia is another country where the planned launch of 5G in 2022 faces hurdles. The unavailability
of mid-band (3.5-GHz) spectrum, which is currently used for satellite services in the country, and the
decision to create its own encryption algorithm for 5G devices (which will differ from globally accepted
3rd Generation Partnership Project (3GPP) standards) will have significant implications for network
operators, as well as chip and smartphone manufacturers.

Satellite internet will be used to try to solve rural connectivity challenges
Non-terrestrial infrastructure will play a key role globally in bridging the digital gap—a policy priority in
2022. Owing to better latency and high network speeds, low-earth orbit (LEO) satellites can be used in
remote areas (expanding into which is often not financially viable for traditional telecoms operators),
or even in regions prone to natural disasters that can lead to failure of terrestrial infrastructure. Two
companies—Elon Musk’s Starlink and Bharti
Airtel-backed OneWeb—are likely to start off the
Number of internet users globally will rise
to 3.6bn by 2025
new year with a little under 2,000 LEO satellites
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Source: EIU.

Cyber security will pose the biggest risk to digitalisation
Technology is becoming increasingly intertwined with geopolitics, as governments see the former as a
national strategic priority. This means there will be increased competition around tech regulations, as
major jurisdictions such as those of the US, the EU and China, seek to establish their rules as the global
standard. Tensions have already risen around privacy, content, antitrust and artificial intelligence (AI),
but we expect cyber security to be at the centre of regulatory debate in 2022.
Several major attacks have happened in 2021; more will happen in 2022, posing significant risk to
business continuity as more sectors and infrastructure (such as power grids and fuel pipelines) become
connected to digital networks. Governments will take a more proactive role, raising their cyber-security
budgets. This will include telling companies to implement a basic level of security, as well as air gapping
and separating critical parts of the network. Regulators will also introduce basic standards (making
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security by design a mandatory requirement)
and will ask companies for timely reporting of
breaches to the relevant authority. There will,
however, be discrepancies between countries and
industries, which will often weaken the impact of
these rules.

Efforts to onshore semiconductor
production will continue

As IT spending rises, so does the risk of
cyber attacks
(spending on information technology; US$ bn)
1,000

746

772

798

825

863

800
600

Semiconductors will be a strategic priority for
400
governments in 2022, as the shortage will continue
200
into the latter half of the year, further fuelling
geopolitical tensions. Governments will aim to
0
bring production facilities for industries such
22
23
24
25
2021
Source: EIU.
as automotive, for which the shortage has had
a particularly damaging impact, closer to the
location of final assembly.
China will continue with its protectionist, self-reliant approach, looking to control every aspect
of the supply chain so as to avoid any sanctions stemming from the use of foreign products. Despite
having engaged in discussions, the US and the EU will compete with each other to offer subsidies
to companies and strengthen their chip supply chains. However, unlike in China, some foreign
companies will be welcome to build plants in the US or Europe. This trend of onshoring production
will be visible for a range of consumer electronics products as well, especially in Asia. Countries such
as India and Vietnam have been offering tax and other incentives to expand their domestic electronic
manufacturing sectors.
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What to watch for in 2022

on spectrum pricing, a process that typically takes

Tech regulation in the US and EU: 2022 should

New technologies

be a major year for technology regulation on both

The rebranding of Facebook’s holding

sides of the Atlantic. In the US, the focus will be on

company as Meta points to the growing

implementing infrastructure plans contained in

importance of extended reality— which includes

the multiple bills presented to Congress in 2021. In

both augmented and virtual reality (AR/VR)—to

the EU, the legislative process will continue for the

underpin the next computing platforms. Devices

Digital Services and Digital Markets Acts, while the

such as the Ray-Ban Stories smart glasses have

Commission will introduce new laws focusing on

already hit the market, and we expect more to do

semiconductors and cyber security.

so in 2022, including the first major AR device from

Nvidia/ARM deal off: When Nvidia bought ARM

Apple. All major tech companies are focusing on

in September 2020, it gave itself 18 months to

XR, partly to consolidate future growth in the face

complete the deal. The deadline will be missed,

of intense competition, but also because it should

but the stakes will rise in 2022. If the deal is not

avoid the increased regulation that is affecting

completed by the end of the year, Softbank can

their core businesses.

activate a break-up clause. We expect one of the

A decision by the European Commission (EC)

major regulators—EU, UK, US or China—to veto

to mandate one common charger, using USB-C

the deal before that.

technology, by 2023, will lead to greater focus

3GPP Release 17: The next 5G standard, Release

on wireless or induction charging. This will be

17, will be frozen by September 2022. It will provide

particularly the case for Apple, the only major

improvements in terms of New Radio (NR) and

manufacturer not using USB-C as a charger.

network slicing, but the major changes will come

Instead of adding it to its devices, it will improve

in the areas of industrial internet of things (IoT)

the current technology and stop offering wired

and ultra-reliable low-latency communications,

charging, leading its competitors to do the same.

enabling new verticals such as Vehicle-to-

Low-code/no-code (LC/NC) will allow smaller

Everything (V2X) communications.

companies, which lack the resources to have

3nm semiconductors: In the second half

big IT departments, to take advantage of digital

of the year, TSMC will start producing the

technology. LC/NC will still require developers, but

latest generation of semiconductors, based

can be used by many businesses without requiring

on 3 nanometre (nm) technology. This will

highly skilled programmers.

improve density and speed, and reduce power

Quantum computing will continue to be in the

consumption. These chips will go into both mobile

news, even if it does not become a practical reality.

and high-performance computing applications.

Many countries are investing in the technology,

Delays in India’s 5G Auction: Indian telecoms

and introducing national quantum strategies.

regulators are planning a 5G auction in March 2022

Combining ultra-fast processing speeds with

for spectrum across mid- and millimeter wave

lower-energy usage would be a gamechanger in

bands. This timeline will be pushed back to the

terms of computing.

4-5 months.

end of the year, as the process in India involves
multiple regulators and there is still no consensus
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Tourism in 2022: a shaky recovery
Key forecasts

• International arrivals will recover some ground but fail to return to 2019 levels, with business travel
likely to remain depressed.

• Differing levels of border control and variations in vaccine passports will continue to make
international travel difficult in 2022, although domestic tourism will fill some gaps.

• Compliance with climate-change regulations, as well as higher fuel prices and wages, will increase airtravel costs in 2022. This will eventually lead to airline mergers, airport closures and higher ticket prices.

International arrivals will fail to return to 2019 levels
EIU forecasts that global international arrivals in 2022 will remain 30% below 2019 levels. With
international arrivals to the region lagging by 39.5% relative to 2019, Asia will be among the slowest
to recover in 2022. North America will gain the most, but its international arrivals will nevertheless
remain 29% below 2019 levels. Europe and the Middle East and North Africa (MENA) will have similar
trajectories of recovery in international arrivals, at 31% and 33% below 2019 levels, respectively. While
vaccine roll-outs in the US and other developed countries have opened up some borders, we do not
expect international arrivals to return to pre-pandemic levels in 2022.
International tourism in 2022 will be driven by major events such as the Dubai Shopping Festival
(DSF) and Expo 2020. However, international business travel will remain particularly depressed as
businesses avoid putting their employees at risk. A desire to minimise costs and carbon footprints
will also prompt many companies to avoid business travel. However, some travel will be necessary to
bolster relationships with clients and to shore up
shaky supply chains.

Tourism will not recover fully in 2022
(international arrivals; ’000)
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Differing border rules will complicate
international travel
Travelling will remain a very different experience
in the post-pandemic world. Coronavirus
(Covid-19) testing and some form of quarantine
will be necessary and mask-wearing will continue
to be commonplace in 2022. Vaccine passports,
which are currently being introduced in Australia,
China, the EU, France, Israel, the UK and some
parts of the US, will become widespread.
The success of vaccine passports, however,
depends on the level of interoperability achieved.
Most countries will only accept vaccines that have
© The Economist Intelligence Unit Limited 2021
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been approved by their own medical regulator or the World Health Organisation (WHO). In addition,
vaccine passports need to be compatible with airline-reservation and management systems, and
also with any digital vaccine and test certificates being introduced by governments and healthcare
providers across the globe. The lack of harmonised rules will hold back the recovery in international
tourism in 2022.

Domestic travel will offer some relief

Domestic tourism will fill some gaps

(consumer spending in hotels & restaurants; US$bn)
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Given the slow recovery in international travel,
we expect the travel and tourism industry to
look to domestic travel for relief in 2022. This has
already driven an improvement in airline bookings
in larger markets such as China and the US, as
well as revenue within the hotel and hospitality
industries. EIU expects global consumer spending
in hotels and restaurants to grow by 5.3% in
2022, marking a return to pre-pandemic levels.
Domestic tourism in China will benefit from the
Beijing Winter Olympics, scheduled for February
2022, which will be open to visitors from the
mainland. However, the emergence of new
coronavirus variants continues to pose a risk to
the event.

Climate regulations will add to travel costs
In 2022 companies across the tourism industry will come under increased scrutiny from regulators,
consumers and investors to eradicate—or at least minimise—their contributions to climate change.
Airlines will be required to reduce emissions under the Carbon Offsetting and Reduction Scheme for
International Aviation (CORSIA), which faces its first triennial review in November 2022.
We expect airline emissions to remain below the baseline in 2022, owing to depressed demand for
international travel, which will spare them from incurring carbon-offset costs at a time when carboncredit prices are surging. Complying with CORSIA will, however, still add to operating costs, especially
as fuel prices (which account for around one-quarter of their total costs) continue to rise in 2022. Amid
low demand, airlines will need to increase ticket prices in a bid to restore their finances.
Even so, the airline industry will rack up another combined loss, while debt-servicing costs will
increase. Cost-cutting measures will intensify. Eventually, airline mergers are likely, with knock-on
effects for regional airports (although this is not our core forecast for 2022).
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What to watch for in 2022

Thailand will experiment to win back tourists:

The Red Sea Project will open to tourists:

quarantine requirements will lead to a strong

Phase 1 of Saudi Arabia’s Red Sea Project will

recovery in international arrivals in 2022. Its success

be operational in 2022, although expansion will

will be good news for the tourism-dependent

continue until it reaches the planned 8,000-room

region, but we expect any recovery to be modest

capacity expected by 2030. The Saudi government

and significantly below pre-pandemic levels. A

will bank on this project, along with initiatives

trial programme launched in July 2021, the Phuket

such as NEOM (a smart city) and Qiddiya (an

Sandbox scheme, fell woefully short of the 100,000

entertainment city), to stimulate tourist arrivals as

visitors it had hoped to attract.

part of its plan to diversify the Saudi economy.

New technologies

Cruise industry gets out of the doldrums:

Vaccine passports and digital health passes

After sinking in 2020-21, cruise bookings for 2022

will be integral to domestic and international

have picked up as vaccine passports and health

tourism in 2022, as most countries move away from

passes allow the reopening of international travel,

“zero-Covid” strategies. Alongside the EU Digital

albeit with increased documentation. The industry

COVID Certificate, EU countries have also issued

will expand capacity: 450 ships will carry 31.7m

digital health passes for local travel. China uses a

passengers, up from 27.8m in 2019. However, it will

QR-based tracker. More countries will adopt digital

be a shaky ride, with the possibility of coronavirus

trackers and passes in 2022.

outbreaks on board or at ports posing significant

With safety and hygiene measures prioritised as

risks.

the pandemic continues into 2022, contactless

Tourist taxes will add to higher travel costs:

services will increasingly be adopted by airports.

Increased focus on sustainability will see some

These will include biometric boarding that will

major tourist destinations cap daily visitor

use face-recognition technology; contactless

numbers (notably in the Italian city of Venice) or

check-in; and automated baggage handling.

impose a tourist tax. Thailand will impose a US$15

Hotel chains will also adopt some of these

tax in 2022; New Zealand is likely to adopt a similar

technologies, especially contactless services and

approach.

payments and disinfectant robots.

The South-east Asian country hopes that scrapping
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