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Geopolitical tensions and supply 
disruptions have led some analysts to 
question whether an era of economic 
integration has ended, dimming 
prospects for productivity and growth. 
But that risk appears to have been 
exaggerated, the CIOs say. 

“Globalization isn’t dead. It may not 
even be dying,” Thomson argues. 
Economically, he notes, globalization 
has been defined by the fivefold rise in 
international trade as a percentage of 
world gross domestic product since the 
early 1950s. While that ratio has stopped 
rising, it also isn’t falling, he notes. 

But recent events have shown that 
globalization is changing, Thomson 
adds. A number of economies have 
become dependent on critical imports 
from one specific part of the world, he 
says. Europe’s heavy reliance on Russia 
for natural gas, for example, put its 
energy security at risk when the war in 
Ukraine sent gas prices soaring. 

Market forces can correct such 
imbalances if given time, Thomson says. 
This was demonstrated by the large 
declines seen in European gas prices in 
the second half of 2022 (Figure 5, left) as 

demand forecasts were slashed and new 
supply was rerouted to those markets. 

Over the longer run, Thomson argues, 
energy development could drive 
a massive global surge in capital 
spending on the transition from fossil 
fuels to renewable energy sources. 

“The numbers that will be required are 
mind‑boggling,” he says. “I’ve seen 
estimates as high as USD 100 trillion.” 

Capital expenditures on that scale, 
Thomson predicts, should generate 
investment opportunities on an equally 
grand scale in the technology, materials, 
and capital goods sectors, as well as 
in alternative energy producers and 
efficiency innovators.

Global Supply Chains Are Healing

Widespread fears that COVID‑related 
supply shortages could linger for years, 
strangling global growth, also appear to 
have been overly pessimistic, Thomson 
notes. Instead, supply chain reliability 
improved steadily over the course of 
2022 (Figure 5, right). 

Moving into 2023 and beyond, supply 
chains in some industries are likely to be 
reconfigured to limit future disruptions, 
McCormick argues. This will impose 
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Although Supply Disruptions Have Eased, Geopolitical Risks Remain Elevated
(Fig. 5) Natural Gas Prices by Country and Volatility in the New York Federal Reserve’s Global Supply Chain Pressure Index
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Past performance is not a reliable indicator of future performance.
Natural gas prices as of November 25, 2022. Supply chain index volatility as of October 31, 2022.
Sources: Intercontinental Exchange/Haver Analytics, Federal Reserve Bank of New York, Liberty Street Economics/Haver Analytics. 
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frictional costs. “I think it supports 
Justin’s argument that inflation will 
be stickier and volatility higher going 
forward,” he says.

But adaption also will create potential 
opportunities for investors, McCormick 
and Thomson say. “The companies that 
can carve out important roles in the 
newer supply chains will be among the 
big winners,” McCormick predicts. “We 
think it could be the investing story of the 
next five years, if not the next decade.”

Skilled active management will be 
critical to take advantage of potential 
opportunities, McCormick adds. 

“Individual name selection will be 
important. The quality of management 
teams will become really important.”

A Contrarian Case for China 

Investor anxiety about the economic 
and political future of China, the world’s 
second‑largest economy, weighed 
heavily on Chinese markets in 2022. 
Trade and technology conflicts added 
to investor malaise, as the Biden 
administration unveiled new export 
controls designed to restrict China’s 
access to advanced semiconductor 
technologies. 

“Sentiment about China has never been 
worse than it is now,” Thomson says. 

But Thomson thinks the pessimism has 
been overdone. His arguments:

	■ Easing COVID restrictions in China 
should help clear the way for an 
acceleration in economic and 
earnings growth.

	■ Despite a turn toward stricter market 
regulation, China’s political leaders, 
including President Xi Jinping, remain 
committed to a pro‑growth agenda.

	■ Much of China’s growth over the last 
three decades has come from property 
development. That era is coming to 
an end. But different sectors should 
continue to drive a more moderate 
pace of economic growth.

	■ Washington and Beijing both have an 
interest in avoiding a major break. “A 
large‑scale economic decoupling 
between the U.S. and China would 
be a mutually assured depression,” 
Thomson says. “It’s a frightening 
thought, but highly unlikely.” 

“I understand that these issues will 
continue to weigh on asset valuations 
and raise capital costs,” Thomson 
concludes. “But I think we need to stay 
objective here, keep an open mind, and 
watch the data points as they evolve.”

The companies 
that can carve 
out important 
roles in the newer 
supply chains will 
be among the 
big winners.
— Andrew McCormick
Head of Global Fixed Income 
and Chief Investment Officer

DEGLOBALIZ ATION IN A CONNECTED WORLD

Investment Idea Rationale Examples

Energy Security and 
“Re‑Shoring”

Geopolitical tensions, decarbonization, and global supply 
chain restructuring are likely to catalyze capital spending 
in a variety of industries and countries. This should drive 
demand for raw materials and infrastructure.

	■ Real Assets
	■ Global Industrials
	■ Sustainable Investing

For illustrative purposes only. This is not intended to be investment advice or a recommendation to take any particular investment action.
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Additional Disclosures

Information has been obtained from sources believed to be reliable but J.P. Morgan does not warrant its completeness or accuracy. The index is used with 
permission. The Index may not be copied, used, or distributed without J.P. Morgan’s prior written approval. Copyright © 2022, J.P. Morgan Chase & Co. All 
rights reserved.

Copyright © 2022, Markit Economics Limited now part of S&P Global. All rights reserved and all intellectual property rights retained by S&P Global.

“Bloomberg®” and Bloomberg U.S. Investment Grade Corporate Index, Bloomberg EuroAggregate Credit Index, Bloomberg U.S. Aggregate Credit–Corporate High 
Yield Index, Bloomberg Global High Yield Index, and Bloomberg Emerging Markets USD Aggregate Index are service marks of Bloomberg Finance L.P. and its 
affiliates, including Bloomberg Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use for certain 
purposes by T. Rowe Price. Bloomberg is not affiliated with T. Rowe Price, and Bloomberg does not approve, endorse, review, or recommend T. Rowe Price 
products. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to T. Rowe Price products.

The “S&P 500 Index” is a product of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”), and has been licensed for use by 
T. Rowe Price. Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”); Dow 
Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); and these trademarks have been licensed for use by SPDJI and 
sublicensed for certain purposes by T. Rowe Price. T. Rowe Price products are not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their 
respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product(s) nor do they have any liability for 
any errors, omissions, or interruptions of the S&P 500 Index.

MSCI and its affiliates and third party sources and providers (collectively, “MSCI”) makes no express or implied warranties or representations and shall have 
no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used as a basis for other indices 
or any securities or financial products. This report is not approved, reviewed, or produced by MSCI. Historical MSCI data and analysis should not be taken as 
an indication or guarantee of any future performance analysis, forecast or prediction.  None of the MSCI data is intended to constitute investment advice or a 
recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such.
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Important Information
This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature, 
including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent 
legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive 
revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any income 
from it can go down as well as up. Investors may get back less than the amount invested.
The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to 
conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.
Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy 
or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject to change without 
notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be 
copied or redistributed without consent from T. Rowe Price.
The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon 
specific request. It is not intended for distribution to retail investors in any jurisdiction.
Australia—Issued in Australia by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 50B, 
Sydney, NSW 2000, Australia. For Wholesale Clients only.
Brunei—This material can only be delivered to certain specific institutional investors for informational purpose only. Any strategy and/or any products associated with the 
strategy discussed herein has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.
Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited Investors as 
defined under National Instrument 45‑106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment management services.
DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd which is regulated by the Dubai Financial Services Authority as a Representative 
Office. For Professional Clients only.
EEA—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.à r.l. 35 Boulevard du Prince Henri L‑1724 Luxembourg 
which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.
Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is 
licensed and regulated by the Securities & Futures Commission. For Professional Investors only.
Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no circumstances 
should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No distribution of this material to 
members of the public in any jurisdiction is permitted.
Korea—This material is intended only to Qualified Professional Investors. Not for further distribution.
Mainland China—This material is provided to qualified investors only. No invitation to offer, or offer for, or sale of, the shares will be made in the mainland of the People’s Republic 
of China (“Mainland China”, not including the Hong Kong or Macau Special Administrative Regions or Taiwan) or by any means that would be deemed public under the laws of 
the Mainland China. The information relating to the strategy contained in this material has not been submitted to or approved by the China Securities Regulatory Commission 
or any other relevant governmental authority in the Mainland China. The strategy and/or any product associated with the strategy may only be offered or sold to investors in the 
Mainland China that are expressly authorized under the laws and regulations of the Mainland China to buy and sell securities denominated in a currency other than the Renminbi 
(or RMB), which is the official currency of the Mainland China. Potential investors who are resident in the Mainland China are responsible for obtaining the required approvals 
from all relevant government authorities in the Mainland China, including, but not limited to, the State Administration of Foreign Exchange, before purchasing the shares. This 
document further does not constitute any securities or investment advice to citizens of the Mainland China, or nationals with permanent residence in the Mainland China, or to any 
corporation, partnership, or other entity incorporated or established in the Mainland China. 
Malaysia—This material can only be delivered to specific institutional investor. This material is solely for institutional use and for informational purposes only. This material does 
not provide investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into, an agreement for or with 
a view to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be considered a making available of, solicitation to buy, an offering 
for subscription or purchase or an invitation to subscribe for or purchase any securities, or any other product or service, to any person in any jurisdiction where such offer, 
solicitation, purchase or sale would be unlawful under the laws of Malaysia.
New Zealand—Issued in New Zealand by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, 
Suite 50B, Sydney, NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New 
Zealand, nor may any offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is no 
contravention of the Financial Markets Conduct Act 2013.
Philippines—ANY STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING DISCUSSED HEREIN HAVE NOT BEEN REGISTERED WITH 
THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY AND/ OR ANY 
SECURITIES IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.
Singapore—Issued by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), 501 Orchard Rd, #10‑02 Wheelock Place, Singapore 238880. T. Rowe Price Singapore 
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Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.
Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a security, or any 
other product or service, to any person in the Republic of China.
Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in Thailand. 
The material is provided solely to “institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any member of the public in 
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Financial Conduct Authority. For Professional Clients only.
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T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 


