
Approximately 70% of Asia's largest companies lost value in the first two months of
Russia's invasion of Ukraine, with investors concerned about the economic fallout
from the conflict as well as the impact of tough new COVID-19 lockdowns in
manufacturing powerhouse China.

As a result, the WTO has reduced its forecast for merchandise trade volume growth
to 3.0% in 2022, down from 4.7% previously, and 3.4% in 2023. 

However, the World Trade Organization notes that these estimates are less certain
than usual due to the fluid nature of the Ukrainian conflict and a lack of hard data on
the economic impact of the conflict.

The conflict in Ukraine will also have an impact on services trade, including container
shipping and passenger air transport. Demand for digital-based services such as e-
commerce may increase in areas where people's movements are restricted. 

Overall, those digital tech stocks will not benefit from the recent lockdowns as
economic activity has ceased.
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WAR IN UKRAINE

The supply of major goods
produced by Russia and Ukraine
has been affected by the
disruption of economic activities
in the two economies and the
international sanctions imposed
on Russia.1 

The ASEAN+3 region’s primary
imports from Russia and Ukraine
are mineral fuels and
agricultural products. 

While imports from Russia and
Ukraine account for a small 

share of the region’s overall imports, the potential disruption to the supply of key
intermediate inputs such as noble gases and nickel could significantly impact the
region’s manufacturing production and exports, particularly in the semiconductor
and automobile industries. 

Exports from the ASEAN+3 to Russia and Ukraine could be affected by lower
demand due to the conflict as well as the closure of airspace and export bans and
financial sanctions imposed on Russia. Prior to the war, Russia and Ukraine were
both a source of energy and raw materials for many ceramic tile producers. 

Ukraine understandably is hampered in its supply as a result. The supply from Russia
was also halted due to many financial sanctions imposed in various countries. In
short, this supply has to be met from other sources outside Russia and Ukraine.

Since the war, supplies have become limited, resulting in ceramic tiles producers
having to shoulder heavy stresses on their own productions. Russia is the bloc’s
greatest single supply of energy. 

Overall, Russia supplied around one-third of European natural gas usage, which is
utilized for heating, power generation, and industrial production.Russia also
provides more than a quarter of the EU’s crude oil imports. European manufacturers
of ceramic tiles depend on Ukraine for supply of natural gas and kaolin clay. In
Spain, many manufacturers have started to send out notices to their customers
informing of price increases.

Due to the lack of supply, Italian manufacturers are scrambling to find alternatives.
They have also declared that the shortage may force manufacturers to go back to
utilizing coal in their ceramic tile production. This in turn led to coal prices
increasing, on 3 March 2022, by 300% to USD400/ton.



Many big-name manufacturers like Monocibec, Piemme, ABK, Marazzi and Iris have
had to shut some of their lines. Confindustria Ceramica, the association
representing Italian ceramic tile manufacturers, expect that the overall production
of Italian made tiles will reduce by 30% in the year 2022, and that Italy might have
to consider importing tiles from Turkey, India and Middle East to satisfy demand.

Manufacturers in Poland have also decided to stop manufacturing for a month due
to the high cost of production. This ongoing war have caused significant impacts on
all manufacturers and suppliers. Energy costs eg natural gas, coal etc account for
approximately 30 to 40% in the overall production costs of ceramic tiles. Needless
to say, prices are directly affected as evidenced in the widespread price increases.

Coupled with elevated shipping rates, this double whammy has led to an upward
spiral in the landed costs of tiles worldwide. When the dust eventually settles in
Ukraine, the full ramifications of the war still remain to be seen.

See: https://heritageceramics.com/how-will-the-war-in-ukraine-affect-ceramic-tile-
business/

WAR IN  UKRAINE

LOCK DOWN IN CHINA

The economic fallout from
China's Covid-19 lockdowns is
spreading both domestically
and internationally. 

Industrial output and
consumer spending in the
world's second-largest
economy fell to their lowest
levels since the pandemic
began, with analysts warning
of no quick recovery. 
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The consequences extend beyond the harm done to local production and
multinational corporations' profits. 

According to a Bloomberg Economics dashboard, China's supply-chain snarls
worsened significantly in April and are likely to worsen further:
• According to satellite data, port activity has dropped to levels seen during the 2020
lockdown.
• China's supply shortage is worsening in industries with extensive delivery networks,
such as auto and electronics manufacturing.

https://heritageceramics.com/how-will-the-war-in-ukraine-affect-ceramic-tile-business/
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The global ceramic industry, like other sectors, will have to deal with the severe
consequences of this difficult, unpredictable, and anomalous 2020. The crisis
triggered by the health emergency has affected players all over the world, and
it follows a two-year period 2018-2019 in which global production and
consumption had already begun to decline. The picture for 2020 is quite
different. The pandemic has left no country untouched.

Manufacturers are struggling to keep some of their China operations running as
Covid-19 lockdowns choke off supplies and clog truck routes and ports, putting
additional strain on the already stressed global supply chain.

Strict government measures to contain the country's Covid-19 outbreak, the
worst in more than two years, have imprisoned tens of millions of people,
primarily in and around Shanghai's industrial heartland.

Due to the ongoing lockdown in key global countries, the COVID-19 pandemic
has halted production of many items in the ceramic tile industry. Key players in
the ceramic tile market can only afford a total lockdown for a limited time
before having to change their investment plans. 

Furthermore, the number of COVID-19 cases has decreased since a COVID-19
vaccine was introduced to the market. This also resulted in the re-starting of
ceramic tile companies at full capacity, assisting the ceramic tile market to
recover by the beginning of 2022. After COVID-19 infection cases begin to
decline, manufacturers focus on protecting their employees, operations, and
supply networks in order to respond to urgent emergencies and establish new
working methods.

Due to worldwide economic instability, many companies have had to make
difficult decisions about their workforce recently. Heritage Ceramics was no
exception. Nothing short of reinvention is required as a new economic order
emerges in the midst of a pandemic, lockdowns, war effects, and a tight labor
market.  Somehow, we navigated through our difficulties as a tile manufacturer,
tackled and conquered our tribulations head on.

See References below for complete information about each topic and data
discussed:
https://asia.nikkei.com
https://www.bloomberg.com
https://www.ceramicworldweb.com
https://www.amro-asia.org

THE T ILE  INDUSTRY HIT  BY COVID-19

https://asia.nikkei.com/
https://www.bloomberg.com/news/articles/2022-05-16/china-s-economy-contracts-sharply-as-covid-zero-curbs-output?leadSource=uverify%20wall
https://www.ceramicworldweb.com/
https://www.amro-asia.org/
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