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Regime Change:  
A few tough years followed by potential for transformative change

• Supply side constraints and inflation

• The end of a multi-decade period of deflationary forces anda shift from  

demand constrained growth to supply constrained growth 

• The digital transformation and biomedical and life sciences revolution

• Global explosion of science and tech related entrepreneurial activity

• Generative AI and a potential surge in productivity and growth



Evolution of Income Inequality: Top 10% to Bottom 50%



Sustainability Challenge



Top Emitters



Peaks and Growth in CO2 Emissions



The Transitory Mistake

• Supply chain imbalances and 
bottlenecks

• Pandemic closures

• China Zero-Covid

• Semiconductor shortages mostly 
in past

• But inflationary pressures persist –
and they are everywhere



Secular Supply Conditions, Inflation and Slow Growth

• After 40 plus years of essentially demand constrained growth

• Shift to a supply constrained growth

• Put differently, the elasticity of  global supply has dropped 

• Aging

• Shocks and Diversification

• Public Debt – in an inflationary rising interest rate period

• Declining productivity trends

• Major sectors resistant to digitally enabled productivity growth

• Geo-political tensions and fragmentation

• Permanent increase in real interest rate

• Asset price reset

• Major shifts in labor market conditions

- Labor shortages

• Industrial concentration and questions about competition



Long Period of Deflation is Largely Over

Over all 2.2%



Supply Constraints and Productivity

For nontradable, labor productivity per worker went from 92,201 in 1998 to 104,034 in 2019 while labor productivity 
grew from 99,976 in 1998 to 183,601 in 2019 for tradables, That's a 0.57% and 2.94% average annual growth rate for 
nontradables and tradables, respectively.



Aging, Labor Supply, Dependency Ratios and Demand



Sovereign Debt

Sovereign Debt From GFC 

Through the Pandemic Debt

from GFC Through Pandemic



Major Transformations
and Future Growth Potential



Shift of Center of Gravity of Global Economy toward Asia



Solar Costs 



Semiconductor Evolution



3D Structure of Proteins DeepMind



Globalization of Tech Entrepreneurial Activity



AI Breakthroughs:  Jas Sekhon: Bridgewater



Digital Transformation

• eCommerce

• Mobile Payments and fintech

• Data as the new collateral

• Secure Digital identity 

• Healthcare and inclusive growth patterns

• Ambient Intelligence



Generative AI

• Only the first chapter

• Impact: knowledge economy

• In terms of jobs and work, think of it as the WFH universe

• A very large productivity surge

• Some of it (maybe a lot of it) unmeasured

• If the only impact were software/coding, the impact would already be large

• Data and computing power -

• Brynjolfsson et al : 

• Breaking the limited domain constraint

• Powerful digital assistants

• Generative AI operating on text, speech, images, video,  at the same time, that is in an 
integrated way – may lead to breakthroughs in robotics 

• But that is some distance in the future 



ChatGPT
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