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Editorial

| am delighted to present the latest study from
the Credit Suisse Research Institute called
“Small countries: The way to resilience,” which
explores the success of small countries for a
third time. In our first issue in 2014, we were
able to contradict the common notion that small
countries struggle to capitalize on their size
limitations after analyzing a sample of 58
countries. In the second issue, we showed that
small countries act as leading indicators for
trends in larger ones and analyzed the
performance of their capital markets. In the
present issue, our goal is to gain a deeper
understanding of how small countries can
prosper in today's ever-changing economic
landscape, with new challenges such as
pandemics, climate change and the reshaping
of international relations. We have updated our
theoretical framework to analyze the economic
success variables across countries of various
sizes and expand our sample size to include all
193 United Nations member states.

A crucial finding is that, for small countries in
particular, economic openness is a prerequisite
for prosperity. However, this dependence on
international trade also renders small countries
more vulnerable to economic shocks,
underscoring the importance of building
strategies to foster economic resilience. Our
newly introduced Economic Vulnerability Indicator
(EVI) and Economic Resilience Indicator (ERI)
show which factors are crucial in a country’s
susceptibility to shocks, ranging from the
concentration of trade flows and the dependence
on energy imports to risks related to health and
nature, and what characteristics determine a
country’s ability to withstand shocks and react

to new challenges, such as macroeconomic

stability, economic diversification, fiscal policy
space, good governance, market efficiency and
a highly educated, innovative and healthy
workforce. With this framework, we are able to
show that many small countries score better than
large ones in terms of resilience, precisely
because they are more vulnerable.

Even though the current geopolitical tensions are
bringing the vulnerabilities of small countries to
the fore, they also represent an opportunity to
learn and grow stronger together. With this in
mind, we hope you find this latest analysis of
small countries and their success factors to be
highly thought-provoking and wish you an
enjoyable read.

Axel P. Lehmann

Chairman of the Board of Directors
Credit Suisse Group AG



Since 1945, there has been a significant
increase in the number of countries, resulting

in a notable decrease in the average country
size. This points to a crucial underlying trend:
the rise of small states. This development has
been accompanied by changes in the economic
environment. The post-World War Il period was
characterized by the establishment of open
markets and free trade. The division of labor
became a fundamental pillar of international
order, fueling the globalization engine. In this
context, small countries were able to offset their
size disadvantages through economic openness.
This interconnectedness has also made physical
dimensions of power, which had been historically
linked to territory size and military strength, less
important, resulting in a decreased risk of
conflict. In such a stable environment, it became
easier to be small and successful.

The global political economy has, however, not
only changed in a way that enables small
countries. It also challenges them in a novel way.
First, globalization has strengthened factors that
can weaken a country’s sovereignty, such as
global financial flows, multinational corporations
or the presence of global problems that can only
be resolved through joint action. Second, since
post-World War Il times, an increasing number of
states have been willing to sacrifice some of their
sovereignty by participating in international
organizations or supranational alliances for
economic gains and increased political weight.

A case in point has been the European Union.

In fact, this erosion of state sovereignty tends to
affect small countries more than larger ones.
Not least, the current geopolitical tensions have
made it apparent that multilateralism and mutual
trust between countries and governments cannot
be taken for granted. The Russian-Ukraine war,
the simmering Sino-American tensions and the
emergence of a non-aligned block of emerging
market countries are reshaping the world into a
multipolar system where size is again becoming
a comparative advantage. The benefit of physical
power is thus still a factor in the 21st century.
Challenges of a new kind, such as those
experienced during the COVID pandemic and
ongoing climate change, are raising additional
vulnerabilities that small and large countries are
differently equipped to overcome and master.

Operating in such an ever-changing environment
is a difficult endeavor. Despite their size
limitations, however, many small countries have
proven that they can not only achieve prosperity,

Executive summary

but also demonstrate above-average economic
performance as well as resilience. In our view,
the recipe for success lies in their economic
openness, which allows them to offset size
disadvantages. At the same time, this openness
means that they must be particularly vigilant with
regard to shocks that could threaten their
economic well-being, underscoring the
importance of sound economic policies and of
building strategies to foster economic resilience.
In order to gain a deeper understanding of the
success factors of small countries, we have
developed two indicators. First, the Economic
Vulnerability Indicator (EVI) measures an
economy'’s exposure to shocks. Second, the
Economic Resilience Indicator (ERI) provides a
framework for assessing a country’s economic
robustness to deal with such shocks, as well as
the readiness to adapt to changing economic
circumstances.

The results show that the robustness of an
economy, as well as its ability to react and adapt,
are the determinant success factors for small
countries. Switzerland, the small country in our
sample with the highest economic resilience for
example, has a remarkably robust economy,
thanks to its macroeconomic stability, sound
social insurance provisions, a high degree of
economic diversification and considerable fiscal
policy space. Efficient markets, a solid
infrastructure, business-friendly regulations and
a highly educated, innovative and healthy
workforce make the country capable of adapting
to new challenges. This stands in contrast to
Greece, which is the least well-equipped small
country in our sample of 32 countries, which are
mainly highly developed states, owing to its
heavy economic reliance on essentially two
sectors, tourism and shipping, as well as
unsustainable fiscal policies.

Notwithstanding the challenges they are
experiencing in terms of vulnerability and
sovereignty, small countries should be aware
that their own authority in law-making and
economic decisions has been and will continue
to be crucial for them to pursue the strategies
that allow them to improve resilience and enjoy
economic success.

Small countries: The way to resilience 5
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How to define
smallness

What does it mean to be small? When it comes to countries, there is no
clear-cut definition of what is considered as small. Traditional approaches
usually equate country size with population. In our analysis, we use a
multi-dimensional model based on the list of UN member countries to
define smallness in order to capture a more complete size effect and
explore how small countries are distributed across regions and
development levels in the world.

What is small?

When comparing countries in terms of their size,
there is no commonly accepted definition of what
is considered as small. In the literature, country
size is often conceptualized by a one-dimensional
measure such as population, territory area or an
indicator of economic weight like gross domestic
product (GDP) or national income. The number
of inhabitants or GDP can provide a good proxy
of the size of the internal market, and the aspect
of land can illustrate a country’s capacity to
produce goods and services as well as the
availability of natural resources. Beside these
typical size variables, other approaches build on
structural variables such as the degree of
participation and recognition in international
politics, geographic characteristics or the
endowment with resources and infrastructure
(see Kocher (2002) for an overview)'.

Multi-dimensional approaches focus on
measures of size, which comprise more than
one characteristic. This can be implemented
as a simple composite measure where the
combination of the characteristics may be
additive or multiplicative. Various studies have
also adopted statistical methods such as
principal component analyses, discriminant
function analyses or cluster analyses to
distinguish between groups of countries with
respect to their size.

1. References are provided on page 42

The main advantage of these methods is that
they help to partly overcome one important
caveat of one-dimensional measures of size,
i.e. the arbitrariness of cut-off points.

A multi-dimensional approach

For this study, we adopt such a multi-
dimensional approach. Following the work of
Alouini and Hubert (2019), we overlay territory
size with population and calculate a country-size
index using principal component analysis.
According to this approach, and starting from the
193 sovereign states as per the United Nations’
member list, we have 30 very small, 86 small,
39 medium-sized and 38 large countries in the
world. The interplay of land area and population
in our country-size index is illustrated in Figure 1,
focusing on countries with land area up to 3,000
km? only for sake of readability. A country like
Norway, for example, has a similar land area to
Germany, but only around 6% of its population.
In our approach, Norway is therefore classified
as a small country and Germany as a large
country. On the other hand, there are countries
like Rwanda with limited territory size, but which
have similar populations to countries like Tunisia,
for example, where the land area is more than
sixfold. Using both criteria, we thus capture a
more complete size effect in our approach.

Small countries: The way to resilience 7



Figure 1: Population and territory as criteria for determining country size
Population (logarithmic scale) and land area in 1,000 km?; countries with land area up to 3,000 km? only
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Source: United Nations, Credit Suisse ; data as of 2021

The focus of our analysis

Overall, taking small and very small countries
together, 60% of all countries in the world can
be considered of limited size. For our analysis,
however, we distinguish between small and very
small countries. As city-states (e.g. Monaco),
island states (e.g. Mauritius) or landlocked
microstates (e.g. Andorra), very small countries
have a very different starting position than small
countries such as Switzerland, and are not the
focus of our analysis.

Small countries can be found in each region of
the world (see Figures 2 and 4). According to
our classification, most of them are located in
Europe (31%) and Asia (26%). They differ in
their geographic characteristics (e.g. Austria
compared to Oman) and in their development
level (e.g. Singapore compared to Malawi).
More than one-third of small states are classified
as high-income countries according to the World
Bank, which is a much larger share than for
medium-sized and large countries (see Figure 3).
Nevertheless, 14% are classified as low-income
countries.

Small countries also differ with regard to cultural
values, as well as political and social
characteristics. Some have a long history as
sovereign countries, while others have only
recently attained independence status, like the

8

Population (log-scale)

Figure 2: Most of the small countries are in Europe

Classification of countries based on population and land area,
by region, 2021
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Figure 3: Over one-third of small states are high-income states that emerged after the collapse of
Classification of countries based on population and land area, Yugoslavia or the Soviet Union. Notwithstanding
by income level, 2021 this heterogeneity, small countries share some
important similarities, such as the problem of
representation and influence in international
olitics, diseconomies of scale in the provision
Large - . Ef public goods and in the diversiﬂcatti))n of
economic activities, as well as a high degree of
: vulnerability to shocks. They also share the
Medium - - awareness, however, that they must make up
for these comparative disadvantages. Although
smal [ I smallness alone is by no means a free ticket to
prosperity, our analysis in the following chapters
shows that many small countries are quite
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small successful in capitalizing on their size limitations.
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Figure 4: Countries by region according to size
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The relationship between
Size and success

Despite diseconomies of scale, a variety of small countries have proven
that they can achieve economic prosperity and often excel in areas like
competitiveness or income metrics. However, to be successful, small
countries need to be economically open. At the same time, this openness
means that they must be particularly vigilant against international shocks
that could threaten their economic well-being.

Throughout history, borders have been subject to
continuous change. Since 1945, the number of
United Nations member countries has risen from
around D0 to 193, almost a four-fold increase.
Nearly 80% of the small states in the world have
been formed in the past 70 years. The breakup
of Yugoslavia, the Soviet Union and
Czechoslovakia in the early 1990s saw larger
entities split into smaller countries. A more
recent example is the separation of South Sudan
from Sudan in 2011. During the past century, a
decentralization tendency has dominated size
shifts. Moreover, ongoing discussions about
regional self-determination in Scotland,
Catalonia, Flanders, the Basque Country or
Quebec, just to name a few, underscore a
widespread belief that a breakup into smaller
entities leads to a better outcome.

However, the simultanuous establishment of
more or less binding supranational alliances

(the EU certainly being one of the deepest forms
amid the many alliances that have evolved over
time) still shows that size matters on the
geopolitical as well as economic front. The
bottom line is that the world is moving toward
smaller states, but also supranational alliances.
In this chapter, we will explore the factors that
influence the relationship between size and
success. Are smaller states at a disadvantage
versus larger ones in an increasingly competitive
and multipolar world, or are they quite successful
in utilizing and benefiting from their size
limitations?

Economies and diseconomies of
scale: A theoretical approach

The relation between a country’s size and its level
of economic success has been the subject of
numerous scientific studies. There is now a
widespread consensus that economies of scale
exist in production. For instance, Yuki and Cen
(2018) have identified economies of scale in this
context at various levels. First, large countries
enjoy size advantages in initiating production in
sectors or industries that require substantial initial
investments, such as machinery, pharmaceuticals
and construction. Second, large countries have an
advantage in the production of a wide variety of
goods, which not only increases effective income
levels, but also bolsters their resilience to crises
due to their diversified production structure.

17
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Third, large countries generally have extensive
internal markets with a high number of
producers, resulting in a heightened degree of
competition. The degree of competition within a
country, however, is not solely determined by its
size. Regardless of their scale, countries can
delegate competencies at various levels of
government and enhance competition among
local and regional entities. Successful practices
that emerge from such competition can then be
implemented at a national level. As a result,
countries with a federalist structure, such as
Switzerland or Austria, but also larger countries
like Germany and the USA, are better positioned
in terms of competition and growth than centrally
governed states. This suggests that the benefits
of a competitive market structure can be
amplified by decentralizing governance structures
— regardless of country size.

Economies of scale are not limited to production
alone, as they also extend to the provision of
public goods. According to Alesina (2003), the
per capita cost of many public goods is lower in
large countries due to a greater number of
taxpayers contributing to their funding. Examples
of such public goods include defense, education,

Figure 1: Small countries are often economically strong...

Income level by country size, 2021
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healthcare, social systems, infrastructure
development and maintenance. However, it is
worth noting that policymaking can be more
challenging in larger countries due to the greater
distance between governments and their people.
Moreover, large countries are typically more
diverse in terms of population and culture, and
therefore more difficult to govern (Yuki and Cen
(2018)). In the extreme, these intrinsic
challenges can lead to the break-up of larger
states into smaller ones when the economic
advantages of union can no longer outweigh
sources of division and weak statehood.

Theoretically, country size has therefore both
positive and negative effects on economic and
just simply success through various mechanisms.
Thus the question of whether a larger size is
advantageous for economic performance can
only be answered empirically.

at

Economies of
scale are not
limited to
production alone

Small countries tend to be
economically strong

If small countries truly suffered from diseconomies
of scale, and this factor alone determined
economic success, then they would be expected
to have lower levels of prosperity than larger
countries. However, empirical evidence suggests
otherwise: despite potential challenges, many
small countries have demonstrated above-average
economic performance. For example, in the IMD
Business School’s most recent competitiveness
ranking in 2022, three small countries — Denmark,
Switzerland, and Singapore — occupied the top
three positions. Additionally, 15 of the top 20
places in the United Nations Human Development
Index, which combines income per capita,
education and health metrics, were held by small
countries. However, it is important to note that
many countries with low human development
scores are also classified as small countries.

Small countries: The way to resilience 13



Figure 2: ... and highly developed over the last 24 years
Income categorization of small countries™, 1987 and 2021

1987

High income

Upper-middle
income

Lower-middle

income

Low income

Syria

Burundi, Eritrea®, Gambia,
Guinea, Guinea-Bissau, Liberia,
Malawi, Rwanda, Sierra Leone,
Togo

Low income

Congo Rep., Djibouti®, El
Salvador, Eswatini, Honduras,
Kyrgyzstan®, Lebanon,
Nicaragua, Senegal, Tajikistan®,
Tunisia

Benin, Bhutan, Cambodia,
Haiti, Laos, Lesotho, Solomon

Islands, Sri Lanka, Timor-Leste*

Lower-middle income

2021

Belarus®, Gabon, Serbia®,
Montenegro®, Suriname

Albania®, Armenia®, Azerbaijan®,
Belize, Bosnia and
Herzegovina®, Bulgaria®, Costa
Rica, Cuba®, Dominican
Republic, Fiji, Georgia®,
Guatemala, Jamaica, Jordan,
Mauritius, Moldova®, North
Macedonia*

Equatorial Guinea, Guyana

Upper-middle income

Austria, Bahrain, Belgium,
Denmark, Finland, Iceland,
Ireland, Israel, Kuwait,
Netherlands, New Zealand,
Norway, Qatar, Singapore,
Switzerland, UAE

Cyprus, Estonia”, Greece,
Hungary, Latvia®, Lithuania®,
Oman, Panama, Portugal,
Slovenia®, Trinidad and Tobago,
Uruguay

Croatia®, Czech Republic”,
Slovakia®

High income

* The country did not exist in this form in 1987 or there was no data available. Therefore, the oldest available data was used (e.g. Latvia and Estonia: 1991).
Source: World Bank, Credit Suisse

If income level is considered an indicator of
prosperity, then small countries perform above
average yet again. In fact, nearly two-thirds of
small countries belong to the upper-middle-
income or high-income group, whereas the

corresponding shares among medium-sized and

large countries are considerably lower (39% and
50%, respectively; see Figure 1). This finding is
consistent with previous research by Easterly and
Kraay (2000), who discovered that small

countries typically exhibit higher per capita gross

domestic product (GDP) compared to other
countries, contradicting the notion that small
countries struggle to capitalize on increasing

returns to scale.

Small countries not only tend to be more
prosperous, but they have also developed
remarkably well, according to the World Bank.

Between 1987 and 2021, 50% of small
countries managed to advance to a higher
income group (see Figure 2). This share is

higher than that of medium-sized (38%) or large

2021
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Figure 3: If anything, small high-income countries
have lower debt levels
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Figure 4: There is no clear relationship between country size and life expectancy

Life expectancy (at birth) by country size and region,

in years, latest year available for each country
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small sub-Saharan nations have been unable to
progress to a higher income group.

Moreover, Figure 3 reveals that smaller
countries do not necessarily have higher debt-to-
GDP ratios than large countries — despite
diseconomies of scale in the provision of public
goods. In fact, small high-income countries tend
to exhibit lower debt levels than their larger
counterparts. The correlation between country
size and success, however, is not always
straightforward.

As shown in Figure 4, the relationship between
country size and life expectancy is far from
clear-cut. What becomes apparent is the
significant variation in life expectancy across
different continents and development levels.
Notably, European countries tend to perform
particularly well in this regard — Europe is also
the continent with the most small countries.
This example highlights the difficulty in
establishing a direct link between certain
economic indicators of success and country size
alone. The following paragraphs provide further
insight into these patterns, offering a more
detailed examination of some of the underlying
mechanisms of these results.

The crucial role of trade openness

In a completely self-sufficient world, small
countries would inevitably have smaller markets.
However, in reality, countries often participate in
global trade to expand their market size. Despite
the fact that national borders continue to present
barriers to trade, empirical evidence demonstrates
that country size no longer hinders economic
development as long as borders are open to
international trade. Notably, the positive
correlation between trade openness and GDP
per capita is much more pronounced for smaller
countries than for larger ones (Figure 5). By
integrating into the global economy, smaller
countries can thus mitigate the diseconomies of
scale stemming from their limited size. Hence,
economic openness is a prerequisite for
prosperity, particularly for smaller countries.

In this context, trade economists Ricardo (1817),
Heckscher and Ohlin (1933) as well as Balassa
(1965) argue that economic openness is
associated with a greater degree of specialization.
This combination of trade openness and
specialization not only promotes prosperity for
small countries, but also increases their
vulnerability to negative shocks, such as

Small countries: The way to resilience



Figure 5: Economic openness is a prerequisite for prosperity — particularly for small countries

X-axis: Trade openness, imports + exports in % of GDP; y-axis: GDP per capita (purchasing power parity (PPP),

current international dollars) by country size, 2021
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fluctuations in commodity prices. The hypothesis
is that, in a more globalized world, small
countries have tended to specialize in certain
sectors, making them more exposed to the
volatility of those specific areas. Nevertheless,
economic variables do not necessarily indicate a
disadvantage for smaller countries from this
perspective. For instance, Figure 6
demonstrates that the unemployment rates of
high-income countries show little variation across
country sizes — neither in terms of magnitude nor
volatility. As we will see in more detail in the next
chapter, it appears that small countries have
developed strategies to mitigate the challenges
posed by their size disadvantages by
implementing measures that address their
vulnerabilities.

More unity in a less-fractionalized
society

Country size also plays a role in terms of
diversity. Yuki and Cen (2018) posit that larger
countries tend to have a more diverse population
and culture, owing to their greater size and
ethnic (or religious) heterogeneity, where
diversity is conducive to the creation of new
ideas for businesses, products and technologies.

Figure 6: Unemployment rate not higher for small
high-income countries

Unemployment rate, in % of total labor force, by country size”
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Based solely on this argument, a highly
fractionalized society should be more prosperous.
However, large countries with diverse populations
also face significant challenges. First, achieving
a national identity is more difficult in a large
country with a highly fractionalized population.
Second, governing a highly fractionalized society
can prove challenging because of varying needs
and benefits of the people with respect to
policies. Consequently, a “one-size-fits-all”
approach is more likely to face resistance in a
more diverse country. Third, the lack of unity in a
highly fractionalized society increases the risk of
internal conflicts that could ultimately threaten a
country’s prosperity.

If policymakers in highly fractionalized countries
fail to overcome the economic barriers that exist
between different ethnic and religious groups,
they run the risk of creating a society marked by
exclusion. Robinson and Acemoglu (2012)
contend that inclusive societies, which offer
equal opportunities for all individuals, are more
likely to endure and prosper over the long term.
In this regard, the authors posit that small and
homogeneous countries are less likely to leave
anyone behind, particularly in areas like access
to education. The diversity argument may be part
of the explanation why inequality in small OECD
(Organization for Economic Co-operation and
Development) countries, meaning mostly

Figure 7: Diversity could play a role in inequality in large

OECD countries

Gini index” of OECD countries, by country size™, 2021

high-income countries, is less pronounced than
in their larger counterparts (Figure 7). Using
older inequality data from the World Bank, which
also encompass a wide range of developing
nations, it becomes apparent that this positive
relationship between smallness and equality no
longer applies to lower-income countries.
Essentially, the key takeaway is that many of
the established links between smallness and
economic success are more pronounced in
countries with higher incomes — but not
exclusively. It seems that many small countries
have managed to thrive even in hostile
environments — despite or precisely because of
their size.
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45
40 Challenged sovereignty
35 In political science, sovereignty is basically
30 defined as the most essential attribute of the
o state, encompassing its complete self-sufficiency,
i.e. its supremacy in domestic policy and its
20 independence in foreign policy. A clear definition
15 of sovereignty is difficult, however, ranging from
concepts of legal full sovereignty to the idea of
10 economic or de facto sovereignty. Moreover, its
5 content is continuously changing in connection
0 with the transformation of international relations.

Small

Medium Large

In particular, the dynamics of interstate relations
and state sovereignty have been highly affected
by globalization (see Grinin (2012) for a

* 0 represents perfect equality; 100 represents perfect inequality; ** Very small countries were Comprehensive discussion on the tOpiC).

excluded from this analysis due to low sample size.

Source: OECD based on data from Teorell et al. (2022), Credit Suisse

On the one hand, globalization strengthens
factors that can weaken a country’s sovereignty,
such as global financial flows, multinational
corporations, global media or the presence of
global problems that can only be resolved
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through joint action. On the other hand, since
postwar times, an increasing number of states
have been willing to limit their sovereign rights by
participating in international organizations or
joining supranational alliances. For example,
being a member of the European Union (EU)
erodes some aspects of state sovereignty, but
makes subsidies, investment funds and markets
accessible. Or a state accepts the financial
controls and guidance of the International
Monetary Fund (IMF) in order to receive loan
support, which is expected to benefit the state
and its population.

What does this evolution mean for the
sovereignty of small countries? Overall, the
erosion of state sovereignty appears to impact
smaller countries more than larger ones.
Kurecic (2017) argues that small countries
represent the perfect objects of influence for
larger countries. Multilateral initiatives can be
used by large countries to serve their interests
behind a declared common goal (consider the
OECD/G20 minimum corporate tax, for
example). Also, supranational organizations do
not always help small states to confront the
influence of dominant states (think of the
debate about an extension of qualified majority
voting within the EU).

et

Overall, the erosion
of state sovereignty
appears to impact
smaller countries
more than larger
ones

Today, the transition from a world of
multilateralism and strong mutual trust
between countries and governments to a more
fragmented and multipolar geopolitical order,
accelerated by the Russian-Ukraine war, is
challenging small countries’ sovereignty even
more. Although they rely heavily on a rule-
based international system, small countries like

Switzerland lack the capacity to actively
influence the global environment of conflicts
and regulations, given their size and limited
resources. In a world that is reorganizing in
geopolitical blocs and where international trade
develops in closer alignment with geopolitical
alliances, size is turning out to be a
comparative advantage again. The current
events are therefore a stark reminder that the
advantages of physical dimensions of power,
which for centuries have been linked to territory
size and military strength, are still a factor in the
21st century. Additional challenges, such as
those posed by a pandemic or climate change,
leave small and large countries differently
equipped to effectively deal with the
socioeconomic implications.

Neutrality is one distinct aspect of some small
countries’ sovereignty that has been intensively
discussed lately. For small countries like
Switzerland, defending a long tradition of
neutrality and maintaining sovereignty in this
matter has become a truly difficult balancing act
as pressure has been exerted from different
sides. Even though the adoption of the EU
sanctions against Russia did not represent a
breach of Swiss neutrality, it did provoke
negative reactions, similar to the decision not

to supply arms to conflict zones. In contrast to
other countries, however, the balancing act in
Switzerland is limited to defending its economic
interest. And that is where the geography and
location of a small country come into play. Due
to its geographical location in the heart of
Europe, Switzerland has a natural protection
against military acts from other countries: The
alpine country is surrounded by NATO
members, which serves as a shield against
physical hostilities. In contrast, Finland, another
small country with a long history of neutrality,
joined the North Atlantic Treaty Organization
(NATO) military alliance in April 2023 following
the Russian invasion of Ukraine.

Notwithstanding the challenges they are
experiencing in terms of sovereignty, small
countries should be aware that their own
authority in law-making and economic decisions
has been and will continue to be crucial for them
to pursue the strategies that lead to economic
success. They should therefore continue to
preserve those parts of sovereignty that are a
prerequisite for promoting and protecting their
economic niches.






Resilience follows
vulnerability

On average, small countries perform comparatively well in various
aspects of economic development. To gain a deeper understanding of the
success factors of small countries, we developed two indicators. Our
Economic Vulnerability Indicator measures an economy’s exposure to
shocks. Our Economic Resilience Indicator, on the other hand, provides a
framework for assessing a country’s economic robustness to deal with
such shocks, as well as the readiness to adapt to changing economic

circumstances.

The previous chapter has shown that small states
are often among the countries with a high level of
economic development. To be successful, small
countries, even more than medium-sized and
large countries, must integrate into the world
economy, which in turn entails being exposed to
economic shocks. This underscores the necessity
to strengthen the resilience of their economies —
on the one hand by improving their economy’s
robustness, i.e. the ability to withstand and absorb
economic shocks and, on the other hand, by
strengthening their economic readiness, i.e. their
ability to adapt to changing circumstances and to
respond to future shocks.

In this chapter, we develop a framework to
assess a country’s potential vulnerabilities to
shocks. We then turn to a set of indicators aimed
at assessing the economic resilience of a country
(see Figure 1). Our framework was inspired by
several economic vulnerability and economic
resilience indicators, especially the work of
Briguglio et al. (2006, 2016), Guillaumont
(2008) and the OECD (see Rohn et al. 2015).

In our analysis, we include 32 countries across
all five continents. As measured by our country
size indicator (see Chapter 1), the sample
consists of 12 large countries, including the
largest countries in terms of population such
as China, India and the United States, six
medium-sized and 14 small countries.
Together, this set of countries accounted for
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approximately 56% of the global population
in 2021 and we believe it represents a well-
balanced sample for the purpose of our
analysis. In constructing our indicators of
economic vulnerability and resilience, we
sought a balance between considering the
relevant variables on the one hand, and not
obtaining a too small country sample due to
missing data on the other. In case of missing
data for certain years, (1) the last valid
observation was propagated forward, and (2)
the next data point was filled backwards.

Economic vulnerability

The Credit Suisse Economic Vulnerability
Indicator (EVI) measures how vulnerable a
country is to shocks compared to the average
country in our sample of 32 countries worldwide.
Higher numbers imply above-average vulnerability
and lower figures less vulnerability.

The EVI is based on seven components (see

Table “Overview of data sources” on page 28 for

details of the variables included):

= Economic openness (weight 40%): The
degree to which a country is integrated into
the global economy is directly linked to its
exposure to adverse external shocks. This
component is captured by a country’s trade
openness, measured as the ratio of
international trade (imports and exports) to
GDP. We deem this component more



Figure 1: Framework for assessing a country’s economic vulnerability and economic resilience
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important than other components, and thus
assign it a higher weight in the EVI.

Import concentration (weight 15%): If a
country’s economy is heavily dependent on
imports, it can face economic difficulties if
imports are not available. We include both a

measure of import market concentrationanda =

measure of import product concentration. The
former assesses the dispersion of trade value
across an importer’s partners. To measure this
geographical diversification of imports, we
calculate a Herfindahl index. A country with a
preponderance of imports (trade value)
concentrated in very few markets could face
difficulties if imports from these markets
become more difficult, e.g. if partners increase
trade barriers or in case of trade bottlenecks.
The import product concentration index from
the United Nations Conference on Trade and
Development (UNCTAD) assesses the degree
of concentration of imports of goods. It
measures whether a large share of a country’s
imports is accounted for by a small number of
commodities or whether they are spread over
a large variety of products.

Export concentration (weight 15%): A country
highly dependent on exports to specific
markets or on specific products is also more
exposed to external economic forces. As in
the case of import concentration, we capture

export concentration by means of two "

indicators. First, we calculate an export market

concentration index, which captures the
diversification in the exporter’s trading
partnerships. Second, we include the
UNCTAD's export product concentration
index, which measures the degree of
concentration of goods exported.

Energy imports (weight 10%): The war in
Ukraine and the resulting spike in global energy
prices have raised issues about the relevance of
a stable and affordable energy supply, not least
as an important pillar for a functioning economy.
Demand for energy is highly price and income
inelastic, and depending on energy imports,
may exacerbate exposure to external shocks
due to trade openness. We add the percentage
of a country’s energy production in relation to
total energy consumption to assess a country’s
dependence on energy imports. The data from
the International Energy Agency (IEA) includes
petroleum, dry natural gas, coal, net nuclear,
hydroelectric, and non-hydroelectric renewable
electricity. Given the current energy shortages
stemming from the Russia-Ukraine war, one
might perceive a 10% weighting as relatively
low. Nevertheless, it is worth noting that the
reliance on energy imports is partly
encompassed within the “import concentration”
component, which already incorporates
considerations of market and product
concentration, including energy-related aspects.

Foreign human capital (weight 10%):
Countries where economies are heavily
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Figure 2: Small countries are considerably more vulnerable to shocks
Economic Vulnerability Indicator (EVI) by country, synthetic index (sample average = 0), 2023
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dependent on foreign workers may face
difficulties if this external supply of labor
becomes restricted due to an external shock,
e.g. due to restricted mobility as seen during
the COVID crisis. We therefore include a
country’s international migrant stock as a
percentage of the total population. Contrary
to other measures of the importance of
foreigners in the labor force, this variable is
available for a large sample of countries and
we believe it to be a reasonably good proxy for
dependence on foreign workers.

= Natural disaster risk (5%): Weather extremes
and natural disasters can have a significant
impact on economic activity by destroying
infrastructure, cutting off trade and
communication routes, and costing lives. The
frequency and severity of these events is
expected to increase further in the future as a
result of climate change. We include the
extent to which populations in the different
countries are exposed to and burdened by the
impact of earthquakes, tsunamis, coastal and
riverine floodings, cyclones, droughts and
rising sea levels.

= Health risk (5%): While the COVID-19
pandemic has affected every single country in
the world, the severity of the impact and the
human toll correlated strongly with population
health. Poor health makes a country more
vulnerable, not only in the case of an epidemic
or pandemic, but also by its effects on working
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Figure 3: Small countries are more open and dependent on
foreign human capital

Components of the Economic Vulnerability Indicator (EVI) by country size,
synthetic index (sample average = 0), 2023
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capacity and productivity. We therefore include
a country’s share of the population affected by
diseases, obesity and unhealthy lifestyles,
approximated by tobacco use.

According to our indicator of economic
vulnerability (EVI), Ireland, Switzerland and
Belgium are the most vulnerable countries in
our sample (see Figure 2). It is also evident
that smaller countries often exhibit a high
degree of vulnerability: nine of the 14 small
countries in our sample show above-average
vulnerability. From the 12 large countries in the
sample, only Mexico and Canada exhibit
above-average vulnerability, while the majority
show a low vulnerability to shocks. Both
Mexico and Canada are highly dependent on
neighboring USA, making their economies
particularly vulnerable. Moreover, Mexico is
the second most-exposed country to natural
disaster risk in our sample, after China.

T4

According to our
indicator of economic
vulnerability (EVI),
Ireland, Switzerland
and Belgium are the
most vulnerable
countries in our
sample

Figure 3 shows the average scores on the
seven components of the economic vulnerability
indicator by country size. We find that, on
average, small countries are considerably more
open and more dependent on foreign human
capital than medium-sized or large countries.
Regarding import and export concentration, small
and large countries reach similar and somewhat
higher scores than medium-sized countries.
Concerning energy imports, medium-sized and
small countries again appear more vulnerable
than the large countries in our sample. With
regard to natural disaster risk and health risk,
however, small countries in our sample appear
to be less vulnerable than large countries.

The country profiles for each of the 32 countries
in our sample can be found in Chapter 4, starting
on page 37.

Economic resilience

The Credit Suisse Economic Resilience Indicator
(ERI) measures a country’s resilience to
withstand or absorb an economic shock and
adapt to changing circumstances, again in
comparison to the other countries in the sample.
Higher figures imply above-average resilience
and lower figures less resilience. The ERI is
composed of two equally weighted sub-indicators
based on five/six components (see table
“Overview of data sources and methodology” on
page 28 for details on the variables included).

The first sub-indicator assesses a country’s

economic robustness in dealing with shocks. It is

composed of the following five components,

which are all weighted equally:

= Macroeconomic stability (weight 20%): The
macroeconomic stability measure gauges the
overall health of a country’s economy. First, by
including the current account balance in terms
of GDP, we can observe whether a country is
relying too heavily on either imports or exports.
Second, the inflation rate and its standard
deviation indicate whether price levels are
stable and thus whether purchasing power is
preserved in the long run. Last, the
contribution of the workforce to economic
growth and the overall health of the labor
market are indicated through the
unemployment rate.

= Economic diversification (weight 20%): If a
country is strongly focused on only a few
sectors, a worsening in one sector has
implications for the whole economy. Therefore,
the more diversified the economy, the more
resilient it is to difficulties in its sectors. We
measure this component using the Economic
Complexity Index (Harvard's Growth Lab). It
assesses not only how diversified a country’s
export basket is, but also how complex the
products are, i.e. how many other countries
are able to produce them.

= Fiscal and monetary policy space (weight
20%): Fiscal policy space refers to a country’s
ability to temporarily increase its budget deficit
without jeopardizing its access to markets or
the sustainability of its debt. We capture this
component through three variables. First, we
include the primary budget balance as it may
affect the budgetary abilities of the current
government. Second, the amount of
government debt is important as large debt
heavily impairs a state’s ability to act and
invest if required. Third, we include
government bond yields. Their significance in
explaining fiscal policy space is twofold — high
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yields indicate that there is a high perceived
risk attached to the bonds, which is generally
a bad sign for a country’s fiscal situation, and
higher debt servicing places more strain on
state finances. To capture monetary policy
leeway, we include the distance of the interest
rates to the zero lower bound. This is an
important indicator showing the room to
maneuver with the central bank’s primary
instrument to tackle inflation and to promote
economic growth, i.e. the base interest rate.
When the base rate approaches the critical
zero lower bound, this most important tool
becomes less effective and the central bank’s
power to mitigate the impact of economic
downturns becomes weaker.

= Financial soundness (weight 20%): This
component assesses the robustness of both
the private non-financial sector as well as the
financial sector, namely the soundness of
banks. High core debt, i.e. the amount of
credit to the private non-financial sector,
indicates that businesses and private
households carry a high level of debt and are
thus susceptible to economic shocks like an
economic downturn or a rise in interest rates.
Additionally, the soundness of banks is
important to attract foreign direct investment and
create a good environment for businesses to
prosper, but also to weather economic shocks.

= Social protection (weight 20%): Social
protection in the form of unemployment
insurance or other social benefits is vital to a
nation’s economic robustness. Unemployment
insurance allows people to further participate
in the economy until they find a new job, thus
providing stability and enhancing economic
growth. Social benefits in general are
important to cushion the societal implications
of economic downturns, making the economy
and the country more robust.

The second sub-indicator assesses a country’s

economic readiness to adapt to changing

economic circumstances. It is composed of six

components, again weighted equally:

= Market efficiency (weight 16.7%): This
component captures a country’s ability to
adapt its labor market to changes in the global
economy. Ease of hiring foreign labor, the
flexibility of wage determination and the
degree of pro-business hiring and firing
practices — three World Economic Forum
Indicators — allow us to analyze how well and
how quickly a country’s labor market can react
to shifts in the global economy. Last, we
include the top marginal income tax rate as
calculated by the Fraser Institute. This
indicator includes both the top marginal tax
rate and the income threshold at which these
rates begin to apply. All else being equal (e.g.
social protection, government services),
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countries with relatively low taxes leave their
citizens with higher after-tax rewards, which
may cushion the impact of economic shocks.
The tax burden also plays an important role in
a country’s locational attractiveness for private
individuals as well as legal entities.

Governance (weight 16.7%): Governance
refers to the government’s ability to act
effectively and efficiently, including the
provision of a stable legal framework that
guarantees political stability and the absence
of violence or terrorism, and ensures the
fundamental rights of the people and
businesses. Among other things, we include
variables to measure the degree of corruption,
judicial independence and the protection of
property rights.

Human capital and health (weight 16.7%):
Human capital captures the well-being of the
general population in a broad sense, i.e. in
terms of education, health and labor
participation. A well-educated workforce is
more flexible due to higher adaptivity to
change and, if necessary, the ability to move
more easily from one sector to another. Higher
participation rates, especially among the
younger generations, allow the country to use
its economy’s full potential. Adding to this, a
healthy population is better able to weather
social and economic setbacks. The health
dimension is complemented by an assessment
of the capability of the health system to
prevent, detect and respond to infectious
disease threats, as measured by the Global
Health Security Index.

Equality and social mobility (weight 16.7%):
The Gini index measures the distribution of
income across a population between the
poorest and the wealthiest. Lower-income
households in countries with low income
inequality have higher purchasing power,
which translates into stronger overall demand.
These households should also be able to build
higher buffers to rely upon in times of
economic hardship. Although there is mixed
empirical evidence regarding the impact of
inequality on growth, most of the transmission
channels point to a negative effect (Ferreira et
al. (2022) provide a review of the impact of
inequality on growth, human development and
governance). As a measure of social mobility,
we include the World Economic Forum's
Global Social Mobility Index. This index
assesses whether a country’s policies,
practices and institutions provide more equally
shared opportunities—namely, an equal and
meritocratic footing irrespective of socio-
economic background, geographic location,
gender or origin. Enhancing social mobility can
also contribute to reducing historical
inequalities and have positive effects on
broader economic development (WEF 2020).



Figure 4: Small countries often show high levels of economic resilience
Economic Resilience Indicator (ERI) by country, synthetic index (sample average = 0), 2023
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Figure 5: Small countries score well in many aspects of
economic resilience

Components of the Economic Resilience Indicator (ERI) by country size,
synthetic index (sample average = 0), 2023
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= |nnovation (weight 16.7%): Innovation is

crucial for forward-looking nations, not only in
the short term, but also in the long run. ltis a
driver of economic growth, improving
efficiency and productivity, and increasing the
number of businesses on the global stage. We
include the “research and development” (R&D)
sub-indicator from the Global Innovation Index
(World Intellectual Property Organization),
which is comprised of the full-time employed
researchers in a country, gross expenditure on
R&D as a percentage of GDP, average
expenditure of the top three global companies
and a measure of the average score of the top
three universities. All together, this indicator
captures how much emphasis a country places
on innovation in its economy.

= |nfrastructure (weight 16.7%): This

component encompasses the quality of
traditional infrastructure — roads, railway,
airports and seaports — as well as the state o
f the information and communications
technology (ICT) infrastructure. The former is
essential for a country to run smoothly as a
whole, and for trade in particular, whereas ICT
is needed for digitalization and automation of
the economy — preparing it for the challenges
of the 21st century.

In our ranking of overall economic resilience,
small countries like Switzerland and Denmark
come in first and third place (see Figure 4).

Two more small countries (the Netherlands and
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Figure 6: Countries characterized by high economic vulnerability often achieve a high level of resilience
Economic Vulnerability Indicator (EVI) and Economic Resilience Indicator (ERI) by country, synthetic indices (sample

average = 0), 2023
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Finland) rank fourth and fifth, closely followed by
Japan (large), Austria (small) and medium-sized
Korea, the United Kingdom and Sweden, which
all score well above average. The bottom of the
resilience ranking is predominantly made up of
large countries, with India and South Africa
occupying the last two places. Overall, the
ranking suggests that small countries — on
average — exhibit a high level of economic
resilience to economic shocks. Many large
countries, on the other hand, are found at the
bottom of the ranking.

The detailed scoring on the 11 components that
make up the ERI reveals interesting differences
by country size (see Figure 5). With regard to
the five components that fall under the economic
robustness sub-indicator, small countries exhibit
the highest average score on macroeconomic
stability, fiscal and monetary policy space, as well
as social protection. They also have well-
diversified economies, although they are
outperformed by the medium-sized countries in
our sample. When it comes to the economic
readiness sub-indicator, small countries come
out on top in terms of governance, human capital
and health, equality and social mobility.
Compared to the large countries in the sample,
small countries also perform better in terms of
innovation and infrastructure, and achieve a
similar average score on market efficiency. The
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medium-sized countries in our sample stand out
in terms of innovation and infrastructure. The
country profiles for each of the 32 countries in
our sample can be found in Chapter 4 starting on
page 37.
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In our ranking of
overall economic
resilience, small
countries like
Switzerland and
Denmark come in first
and third place



High economic vulnerability often
goes hand in hand with high
economic resilience

Figure 6 shows the positioning of all countries
in both the EVI and the ERI. Countries that fall in
the upper left quadrant exhibit below-average
economic vulnerability and above-average
economic resilience. Four large countries,
Germany, Japan, the USA and France, fall into
this category, but also three medium-sized and
four small countries. In the lower left quadrant
with below-average vulnerability and resilience,
we find most of the large countries in our
sample, as well as three of the medium-sized
countries, with Poland at the average level in the
EVI. The top right quadrant, with high
vulnerability and high resilience scores, is mainly
populated by small countries, including
Switzerland, Ireland, the Netherlands and
Belgium.
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Overall, economic
vulnerability is
seen to be
positively
correlated with
economic
resilience

Finally, there are three countries in the lower right
quadrant — Mexico, a large country, and two
small countries, Hungary and Greece — with high
vulnerability and low economic resilience. Overall,
economic vulnerability is seen to be positively
correlated with economic resilience. In particular,
the smaller and more vulnerable countries have
implemented policies that improve their ability to
absorb economic shocks and contribute to their
long-term economic development. As the
economic realities behind the vulnerability
indicator are not likely to change substantially,
countries with high vulnerability, but low
economic resilience, may benefit from taking
measures to improve their economic robustness

and economic readiness to deal with the
economic shocks that are an integral part of
today’s globalized world.

In summary, our analysis indicates that small
countries tend to be economically more
vulnerable than large countries due to the
necessary openness of their economies to
overcome their size limitations. The concentration
of imports and exports on a few products and
markets, as well as dependence on energy
imports or foreign workers are other critical
factors of added vulnerability. This, for example,
explains why a country like Ireland displays high
vulnerability, given its high reliance on the UK for
trade and energy. But large countries can also
share these vulnerabilities. For example, the high
dependence of Mexico and Canada on the USA
explains why these two large countries score as
highly vulnerable in our framework. This stands
in contrast to the USA, China and Japan, which
have low vulnerability.

Even more than large countries, small countries
therefore need to develop strategies to build
resilience, i.e. the ability to withstand or absorb
economic shocks (robustness), and also to adapt
to changing circumstances and respond to future
shocks (readiness). Economic robustness comes
with macroeconomic stability, sound social
protection, economic diversification, fiscal and
monetary policy space, as well as a financially
healthy private sector. Resilience in terms of the
ability to react to new challenges is strengthened
by good governance, market efficiency,
innovation, infrastructure and a well-educated
workforce. This is particularly important as the
world is facing increasingly new sources of
economic shocks, including the risk of
pandemics and climate change. Many small
countries score better than large ones in terms
of resilience, precisely because they are more
vulnerable. For example, Turkey and South Africa
may not be as vulnerable as small countries due
to their large size and lower degree of economic
openness, but their resilience is actually among
the weakest in our sample. In today's world,
resilience also includes a healthy balance of
sovereignty and prudent international relations.
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Table 1: Overview of data sources and methodology
List of variables and sources used for the construction of indicators, sub-indicators and components (including weightings)

Indicator Sub-indicator Component Variable Source
(weight in (weight in sub-indicator) (weight in component)
indicator)
Economic openness (40%) Trade openness (imports and exports in % of GDP) (100%)  World Bank
Import concentration (15%) Import market concentration index (60%) Credit Suisse”
Import product concentration index (50%) UNCTAD
Export concentration (15%) Export market concentration index (50%) Credit Suisse”
Economic Vulnerability Export product concentration index (50%) UNCTAD
Vulnerability (100%) } o - ; . .
Indicator (EVI) Energy imports (10%) '(I'%a(l);r;ergy production in relation to total energy consumption  International Energy Agency
0
Foreign human capital (10%)  International migrant stock as a percentage of total population United Nations
(men and women combined) (100%)
Natural disaster risk (5%) Exposure to earthquakes, tsunamis, coastal and riverine Institute for International Law of Peace
floodings, cyclones, droughts, and sea level rise (100%) and Armed Conflict (IFHV)
Health risk (5%) Vulnerable populations due to diseases and epidemics Institute for International Law of Peace
(33.3%) and Armed Conflict (IFHV)
Tobacco use (% of adults) (33.3%) Bell, J. and Nuzzo, J. (2021)
Level of adult obesity (%) (33.3%) Bell, J. and Nuzzo, J. (2021)
Macroeconomic stability (20%) Current account balance as a % of GDP (33.3%) HAVER (IMF)
Inflation rate (16.7%) Fraser Institute
Inflation rate (standard deviation) (16.7%) Fraser Institute
Unemployment rate (% of total labor force, modeled ILO) (33.3%) World Development Indicators™
Economic diversification (20%) Economic Complexity Index (ECI) (100%) Harvard’s Growth Lab
Fiscal and monetary policy Primary budget balance in % of GDP (25%) HAVER (IMF)
—_ space (20%) Government debt in % of GDP (25%) HAVER (IMF)
(500025) ness 10-year government bond yields (debt service) (25%) HAVER (refinitiv)
Dummy variable based on distance of central bank policy rates Bank for International Settlements
to the zero lower bound (25%)
Financial soundness (20%) Total credit to the private non-financial sector (core debt) Bank for International Settlements
as a % of GDP (560%)
Soundness of banks (50%) World Economic Forum
Social protection (20%) Unemployed receiving unemployment benefits (50%) International Labour Organization
Population covered by at least one social protection benefit (50%)  International Labour Organization
Market efficiency (16.7%) Hiring and firing practices (25%) World Economic Forum
Flexibility of wage determination (256%) World Economic Forum
Ease of hiring foreign labor (25%) World Economic Forum
Top marginal tax rate (25%) Fraser Institute
Economic Governance (16.7%) Political stability and absence of violence and terrorism World Bank, Worldwide Governance
Resilience (14.3%) Indicators™
Indicator (ERI) c o )
orporate governance (14.3%) World Economic Forum
Corruption perceptions index (14.3%) Transparency International™
Integrity of the legal system (14.3%) Fraser Institute
Judicial independence (14.3%) Fraser Institute
Impartial courts (14.3%) Fraser Institute
Protection of property rights (14.3%) Fraser Institute
Readiness Human capital and health Tertiary education (% of total pop. ages 15-64) (20%) Barro and Lee™
(50%) (16.7%)

Labor force participation rate (% of total population aged
16-64, ILO) (20%)

Proportion of youth (16-24) not in education, employment or  International Labour Organization
training (20%)

Life expectancy at birth (years) (13.3%)
Expenditures on health per capita (13.3%) World Health Organization
Global Health Security Index (13.3%) Bell, J. and Nuzzo, J. (2021)
Gini index (50%) OECD*™

Global social mobility index (50%)
Research and development (R&D) (100%)

World Development Indicators™

UNDP Human Development Index

Equality and social mobility
0
(16.7%) World Economic Forum

Innovation (16.7%) World Intellectual Property Organization

(WIPO) Global Innovation Index

Infrastructure (16.7%) Infrastructure quality (50%) World Economic Forum

ICT Access (650%) World Intellectual Property Organization

(WIPO) Global Innovation Index

Methodology: For each variable, we have used the most recent data available, whenever possible 2017-21. The data were averaged over a b-year period to reduce the effects
of short-term fluctuations. The different components and corresponding variables mostly have equal weights in the aggregation procedure. In the EVI, however, we assign a
higher weight to economic openness and import/export concentration as we deem these components to be crucial aspects of economic vulnerability.

“Based on data from Gaulier, G. and Zignago, S. (2010, 2021); *data from Teorell et al. (2022)
Source: Credit Suisse
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Countries in the

spotlight

In this chapter, we provide a detailed analysis of five small countries,
focusing on their respective scores in the Economic Vulnerability
Indicator (EVI) and Economic Resilience Indicator (ERI). These countries
each have their own unique characteristics, which have important
implications for their ability to withstand economic shocks. Finally, we
also present the results of all 32 countries to provide a comprehensive

overview.

In the previous chapter, the emphasis was on
the difference in the economic performance
observed across country aggregates of various
size categories. However, such a generalized
approach fails to capture the complexity of the
world and the unique characteristics of individual
countries. To address this limitation, we have
undertaken a more detailed analysis of five small
countries, with a focus on their overall
performance in both the EVI and ERI, as well as
the 11 corresponding sub-indicators. By
examining these country profiles, we aim to
provide in-depth insight as to how these five
countries are able to deal with their size
limitations.

14

A generalized
approach fails to
capture the complexity
of the world and the
unique characteristics
of individual countries

30

Figure 1: Small countries are typically vulnerable

Components of the Economic Vulnerability Indicator (EVI), synthetic index
(sample average = 0), selected countries, 2023
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Figure 2: Greece performs below average in all
resilience metrics

Components of the Economic Vulnerability Indicator (EVI), synthetic index
(sample average = 0), selected countries, 2023
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To illustrate our findings, we selected countries
that represent diverse cases. The first country,
Ireland, is the most vulnerable in our sample of
32 countries, primarily due to its high degree of
economic openness (Figure 1). The second
most vulnerable country is Switzerland, which is
heavily reliant on foreign human capital and has a
high score in import concentration. Interestingly,
both Ireland and Switzerland are also highly
resilient, with Switzerland ranking as the most
resilient country in our sample. The Netherlands
is another country that falls into the high
vulnerability and high resilience category. The
country is not only economically open, but also
an important trade hub for Europe.

Our final two spotlights are dedicated to Norway
and Greece. Norway, the least vulnerable small
country in our sample, owes this distinction to its
abundance of natural reserves of oil and gas,
which enable it to be self-sufficient in energy
imports (Figure 1). In addition, Norway is
remarkably resilient. In contrast, Greece is
relatively susceptible to economic shocks and is
the least resilient small country in our sample. It
ranks below average in all 11 sub-indicators of
the ERI (Figure 2). Following the in-depth
analysis of Greece, Ireland, Netherlands, Norway
and Switzerland, we present the detailed EVI and
ERI results for all the countries in our sample.
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Greece

Key numbers

Population (2021) 10,664,568
Land area (square km) 128,900
GDP per capita (2021) USD 32,218
Wealth per capita (2021) USD 108,300

Economic Vulnerability Indicator (EVI)

Greece has a well-diversified trade network, with
Germany and ltaly being the largest trading partners,
each accounting for roughly 10% of total trade. In
addition, it has developed strong trade relations with
China and Russia, which has diversified its trade portfolio
geographically. At the same time, however, these trade
relations have also exposed its economy to potential
geopolitical risks. More importantly, the reason behind
Greece’s significant export and import concentration lies
in its product concentration. When it comes to
commercial services, Greece is heavily reliant on tourism
and transport — two sectors heavily impacted by the
pandemic. In 2019, Greece's tourism industry made up
nearly 28% of total employment in its business economy
(excluding the financial sector). This figure is significantly
higher than any other EU country. Shipping is another
sector that plays a significant role in the Greek economy,
with the country’s merchant navy being the largest in the
world and accounting for 18% of global fleet tonnage.
This has contributed to Greece's reliance on energy
imports, particularly oil. Greece also shows above-
average exposure to health risk in our sample.

Economic Resilience Indicator (ERI)

The Greek economy relies heavily on its two main
sectors, tourism, and shipping, which has led to a lack of
economic diversification. However, the country’s primary
challenge in terms of resilience lies in its fiscal situation.
Its debt-to-GDP ratio is one of the highest in the world,
leaving the government with limited scope for
investments in crucial areas such as social policies and
infrastructure. The lack of funding in education, coupled
with bleak professional prospects in the job market, has
resulted in a high youth unemployment rate and a low
score in human capital and health. Unfortunately, Greece
performs below average in all eleven sub-indicators of
the ERI, making the country even more exposed to
external shocks. Despite the challenges, there have been
some positive developments in recent years. The current
administration has trimmed corporate taxes, raised
pensions and increased the minimum wage.
Furthermore, it has managed to lower the extremely high
debt-to-GDP ratio.
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Performance scales

Red/blue represents the performance of the country on the
respective indicator

Economic Vulnerability Indicator (EVI), score: 8

low vulnerability high vulnerability

Economic Resilience Indicator (ERI), score: 2

low resilience high resilience

Figure 1: Export and import concentration make
Greece vulnerable
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Figure 2: Below average in all eleven resilience
sub-indicators
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Ireland

Key numbers

Population (2021) 5,028,230
Land area (square km) 68,890

GDP per capita (2021) USD 112,463
Wealth per capita (2021) USD 251,337

Economic Vulnerability Indicator (EVI)

Ireland is vulnerable in many ways. First, the country’s
exports and imports are heavily reliant on a narrow range
of industries, namely chemicals and pharmaceuticals,
machinery and software, which account for over half of
all product exports and imports. Moreover, Ireland’s
trade is also heavily dependent on a handful of trading
partners, with nearly a third of Irish exports going to the
United States and another third going to Belgium,
Germany and the United Kingdom (UK). The UK also
accounts for 23% of total imports. Ireland is particularly
reliant on the UK for energy in the form of liquid gas and
oil. This makes Ireland one of the most energy-
dependent countries in the EU, with nearly three-
quarters of domestic energy consumption covered by
imported energy. Although it has made some progress in
reducing its dependence on foreign energy imports by
opening its own gas field off the Northwest Coast and
transitioning to renewable energy, Ireland still faces
significant challenges in this area. The reliance on UK
energy imports has also resulted in a dependence on UK
regulations, which in turn has had an impact on Ireland’s
sovereignty. More generally, Brexit has made the import
process more cumbersome and susceptible to
disturbances, thus exacerbating Ireland’s vulnerability.

Economic Resilience Indicator (ERI)

Ireland’s economic growth has been nothing short of
impressive, with the country emerging as one of the
fastest-growing economies in Europe. In just three
decades, Ireland has transformed from one of the
poorest countries in Europe to having the third-highest
GDP per capita in the world. This remarkable
development, referred to as the “Celtic Tiger”
phenomenon, is largely attributed to the influx of major
international corporations choosing to set up their
European headquarters in Ireland. The country’s
business-friendly policies, low corporate taxes and a
young highly educated workforce have created an
attractive and efficient market in which companies can
prosper. Despite facing challenges during the global
financial crisis of the late 2000s, Ireland has recovered
and learned some valuable lessons — the country has
reduced its debt burden and implemented critical
reforms prioritizing social policy.

Performance scales

Red/blue represents the performance of the country on the
respective indicator

Economic Vulnerability Indicator (EVI), score: 10
-]

low vulnerability high vulnerability

Economic Resilience Indicator (ERI), score: 7

low resilience high resilience

Figure 1: Extremely high vulnerability, mostly due to
UK exposure
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Figure 2: Learning lessons from setbacks and
creating a more resilient Ireland

ERI 2023, synthetic index, median of 32 countries = black line
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Netherlands

Key numbers

Population (2021) 17,533,405
Land area (square km) 33,670

GDP per capita (2021) USD 62,841
Wealth per capita (2021) USD 400,828

Economic Vulnerability Indicator (EVI)

The Netherlands is one of the most economically open
countries in our sample. Its economic openness is paired
with extensive trade activities in the economy. In fact,
many goods destined for Europe pass through either
Amsterdam’s Schiphol airport or Rotterdam’s port — the
largest freight port in Europe, which handles over twice
the amount of cargo as the second largest port in
Antwerp. The port of Rotterdam also serves as a
significant hub for European imports of commaodities
such as oil, iron ore and coal. Much of these energy
imports remain in the Netherlands to meet domestic
demand — even more so due to declining inland gas
production in recent years. Despite its heavy trade focus,
however, the Netherlands maintains a product and
market mix with a relatively low concentration of specific
goods and trading partners.

Economic Resilience Indicator (ERI)

In addition to its important airports and seaports, the
Netherlands boasts a highly advanced road and railway
system that facilitates trade throughout the country. The
Netherlands also offers a favorable business environment
with a well-educated and multilingual workforce, and
relatively low corporate taxes. However, the country’s
market efficiency is somewhat dampened by the
abundance of permit requirements and regulations for
businesses. At the same time, the Netherlands is
recognized for its progressive policymaking, as
demonstrated by its decision in 2012 to index the
retirement age to life expectancy. This reform is not only
an effective measure against a shortage of skilled labor
on the Dutch labor market, but also promotes the
long-term sustainability of the Dutch pension system,
while also reducing the strain on public finances.
Furthermore, the country is generally considered to be
generous in its social protection measures and performs
well in measures of equality and social mobility. Overall,
these factors contribute to the Netherlands being
regarded as a socially advanced and forward-thinking
country — attributes that help it to weather challenges like
demographic shifts or economic fluctuations.
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Performance scales

Red/blue represents the performance of the country on the
respective indicator
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Figure 1: A well-diversified product and market mix
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Figure 2: Forward-thinking enhances resilience
ERI 2023, synthetic index, median of 32 countries = black line
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Norway

Key numbers

Population (2021) 5,408,320
Land area (square km) 365,108
GDP per capita (2021) UsD 70,825
Wealth per capita (2021) USD 334,432

Economic Vulnerability Indicator (EVI)

Norway is heavily reliant on a few export products and a
selected group of trading partners. First, as a significant
player in the global oil and gas industry, the country has
established itself as a major energy exporter. Second,
Norway’s main export destinations are European countries
in close proximity, such as the United Kingdom (20%)
and Germany (19%). While this export concentration
exposes Norway to fluctuations in global demand, the
relative price inelasticity in regard to demand for fuels
and the country’s strong reputation for high-quality
goods have enabled it to maintain a steady demand for
its products. In contrast to its exports, Norway’s imports
are much less concentrated, with a more balanced range
of partner countries. Moreover, the country’s abundant
natural reserves of oil and gas, combined with high
levels of electricity production through hydropower, have
made Norway independent of energy imports. This has
significantly reduced Norway's overall vulnerability,
particularly when compared to other small countries.

Economic Resilience Indicator (ERI)

The ERI for Norway shows a mixed picture. On the one
hand, Norway scores low when it comes to economic
diversification and infrastructure, owing to the
underdeveloped road and train systems in the rural parts
of northern Norway. On the other hand, the country has
clear strengths like its low inequality and high social
mobility, good governance, and well-qualified and
healthy human capital. This success can be attributed
to its wide range of social welfare programs, such as
universal healthcare and a comprehensive pension
system. Moreover, Norway's relatively low public debt
levels provide the country with the ability to increase
government spending if necessary. These factors, in
combination with its high macroeconomic stability make
Norway a remarkably resilient country.

Performance scales

Red/blue represents the performance of the country on the
respective indicator

Economic Vulnerability Indicator (EVI), score: 1
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Figure 1: Relatively low vulnerability despite high
dependency on energy exports
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Figure 2: Remarkably resilient
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Switzerland

Key numbers

Population (2021) 8,697,723
Land area (square km) 39,516

GDP per capita (2021) UsSD 78,530
Wealth per capita (2021) USD 696,604

Economic Vulnerability Indicator (EVI)

Owing to Switzerland’s hydroelectric and nuclear power
sources, it has a relatively low reliance on energy imports.
Overall, however, its close ties to other countries make it
vulnerable to fluctuations in global trade. Swiss exports
primarily consist of products from the chemical and
pharmaceutical industries (52%), machinery (13%),
watches (8%) and precision instruments (7%). Except for
pharmaceuticals, demand for these products is closely tied
to the state of the global economy, with the market for
luxury goods like watches being particularly susceptible to
disruptions. During the last decade, for example, events
such as anti-corruption measures in China or the
emergence of smartwatches have represented significant
challenges for the Swiss watchmaking industry.
Switzerland'’s key trading partner is the EU, but not only in
terms of tradable goods. With a relatively high proportion
of foreign human capital (26%), many industries such as
technology, construction and healthcare rely heavily on
foreign workers — mainly from the EU. Any interruption in
this arrangement would have severe consequences for
the economy.

Economic Resilience Indicator (ERI)

Switzerland is home to 14 of the top 500 firms in terms
of market capitalization. Large multinational firms like
these contribute significantly to GDP and employ roughly a
third of the Swiss workforce. But it is the country’s many
small and medium-sized enterprises (SMEs) that make
up the backbone of the economy, constituting 99% of all
businesses and operating across a wide range of
sectors. Companies operating in Switzerland benefit
from efficient markets, an excellent infrastructure and
business-friendly regulations featuring relatively low
corporate taxes. Switzerland also has a highly educated
workforce, which has helped to make it one of the most
innovative nations in the world. Further, it has a very high
level of equality and social mobility. After introducing the
debt brake in 2003, Switzerland was also able to
enhance and preserve its fiscal policy space, reducing its
debt-to-GDP ratio to a remarkably low 42% in 2021.
However, the country’s financial stability ranking is
relatively low, mainly due to the high amount of
household debt in mortgages. Despite relatively low
interest rates, these debts are only slowly amortized,
contributing to the lower score.
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Performance scales

Red/blue represents the performance of the country on the
respective indicator
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Figure 1: Switzerland is highly susceptible to
shocks...

EVI 2023, synthetic index, median of 32 countries = black line

) Economic

Health risk openness

Natural Import

disaster risk concentration
Foreign human

; Export

capital concentration

Energy imports
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EVI and ERI snapshots
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General disclaimer /
important information

Risk factors
If referenced in this material:

Historical returns and financial market scenarios are no
reliable indicators guarantee of future performance. The
price and value of investments mentioned and any income
that might accrue could fall or rise or fluctuate. Past
performance is not a guide to future performance. If an
investment is denominated in a currency other than your
base currency, changes in the rate of exchange may have
an adverse effect on value, price, or income. You should
consult with such advisor(s) as you consider necessary to
assist you in making these determinations. Investments
may have no public market or only a restricted secondary
market. Where a secondary market exists, it is not possible
to predict the price at which investments will trade in the
market or whether such market will be liquid or illiquid.

The retention of value of a bond is dependent on the
creditworthiness of the Issuer and/or Guarantor (as
applicable), which may change over the term of the bond.
In the event of default by the Issuer and/or Guarantor of
the bond, the bond or any income derived from it is not
guaranteed and you may get back none of, or less than,
what was originally invested.

Bonds are subject to market, issuer, liquidity, interest rate,
and currency risks. The price of a bond can fall during its
term, in particular due to a lack of demand, rising interest
rates or a decline in the issuer’s creditworthiness. Holders
of a bond can lose some or all of their investment, for
example if the issuer goes bankrupt.

Emerging market investments usually result in higher risks
such as political, economic, credit, exchange rate, market
liquidity, legal, settlement, market, shareholder, and creditor
risks. Emerging markets are located in countries that
possess one or more of the following characteristics: a
certain degree of political instability, relatively unpredictable
financial markets and economic growth patterns, a financial
market that is still at the development stage or a weak
economy. Some of the main risks are political risks,
economic risks, credit risks, currency risks and market
risks. Investments in foreign currencies are subject to
exchange rate fluctuations.

Foreign currency prices can fluctuate considerably,
particularly due to macroeconomic and market trends.
Thus, such involve e.g., the risk that the foreign currency
might lose value against the investor’s reference currency.

Equity securities are subject to a volatility risk that depends
on a variety of factors, including but not limited to the
company’s financial health, the general economic situation
and interest rate levels. Any pay out of profit (e.g., in the
form of a dividend) is dependent on the company and its
business performance. Equity securities are also subject to
an issuer risk in that a total loss is possible, for example if
the issuer goes bankrupt.

Private equity is private equity capital investment in
companies that are not traded publicly (i.e., are not listed
on a stock exchange). Private equity investments are
generally illiquid and are seen as a long-term investment.
Private equity investments, including the investment
opportunity described herein, may include the following
additional risks: (i) loss of all or a substantial portion of the
investor's investment, (i) investment managers may have
incentives to make investments that are riskier or more
speculative due to performance based compensation, (iii)
lack of liquidity as there may be no secondary market, (iv)
volatility of returns, (v) restrictions on transfer, (vi) potential
lack of diversification, (vii) high fees and expenses, (viii)
little or no requirement to provide periodic pricing and (ix)
complex tax structures and delays in distributing important
tax information to investors.

Political developments concerning environmental
regulations may have a significant adverse impact on the
investments. Heightened exposure to less regulated
sectors and to businesses such as renewable resources
that are not yet well established could cause temporary
volatility.

ESG-related risks in a portfolio context need to become an
integral part of the investment process because they can
impact growth, profitability, or the cost of capital in the long
term. ESG insights need to be combined with traditional
fundamental analysis in order to obtain a comprehensive
picture of a company and implement better-informed
investment decisions.

Sustainable investments involve several risks that are
fundamentally dependent on the investments in different
asset classes, regions, and currencies. For example,
investments in equities bear market (price) risk and specific
company risk, investments in fixed-income bear credit,
interest rate, and inflation risks. Similar market risks apply
to investment funds and to alternative investments. Some
investments may be subject to foreign exchange currency
risk, liquidity risk or/and emerging market risk. Sustainable
investments bear the risk of suffering a partial or a total
loss.
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Risks associated with investments in cryptocurrencies and
tokens (such as NFTs) include high volatility (e.g., due to
low market capitalization, speculation and continually
changing legal/regulatory frameworks) and various other
risks (e.g., loss of access due to technical reasons or fraud
etc.). Such investments may not be suitable for all
investors. Before deciding to invest in Cryptocurrencies or
tokens you are advised to carefully consider technical and
regulatory developments in this field as well as your
investment objectives, level of experience and risk appetite.

If nothing is indicated to the contrary, all figures are
unaudited. To the extent this document contains statements
about future performance, such statements are forward
looking and subject to a number of risks and uncertainties.
Predictions, forecasts, projections, and other outcomes
described or implied in forward-looking statements may not
be achieved. To the extent this document contains
statements about past performance, simulations and
forecasts are not a reliable indication of future performance.
Significant losses are always possible.

Equity securities are subject to a volatility risk that depends
on a variety of factors, including but not limited to the
company'’s financial health, the general economic situation
and interest rate levels. Any pay out of profit (e.g., in the
form of a dividend) is dependent on the company and its
business performance. Equity securities are also subject to
an issuer risk in that a total loss is possible, for example if
the issuer goes bankrupt.

Important information

This document constitutes marketing material. It has been
prepared by Credit Suisse Group AG and/or its affiliates
(“Credit Suisse”) in collaboration with any authors
referenced therein. The information and views expressed
herein are those of the authors at the time of writing and
not necessarily those of Credit Suisse. They are subject to
change at any time without notice and without obligation on
Credit Suisse or the authors to update. This document
must not be read as independent investment research. This
document is provided for informational and illustrative
purposes only, does not constitute an advertisement,
appraisal, investment research, research recommendations,
investment recommendations or information recommending
or suggesting an investment strategy and it does not
contain financial analysis. Moreover, it does not constitute
an invitation or an offer to the public or on a private basis to
subscribe for or purchase products or services and does
not release the recipient from exercising his/her judgement.
Benchmarks, to the extent mentioned, are used solely for
purposes of comparison. The information contained in this
document has been provided as a general commentary only
and does not constitute any form of personal
recommendation, investment advice, legal, tax, accounting
or other advice or recommendation or any other financial
service. It does not take into account the investment
objectives, financial situation or needs, or knowledge and
experience of any persons. The information provided is not
intended to constitute any kind of basis on which to make
an investment, divestment, or retention decision. Before
entering into any transaction, you should consider the
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suitability of the transaction to your particular circumstances
and independently review (with your professional advisors
as necessary) the specific financial risks as well as legal,
regulatory, credit, tax and accounting consequences. The
information and analysis contained in this document were
compiled or derived from sources believed to be reliable. It
was prepared by Credit Suisse with the greatest of care
and to the best of Credit Suisse’s knowledge and belief,
solely for information purposes and for the use by the
recipient. Credit Suisse has not independently verified any
of the information provided by any relevant authors and no
representation or warranty, express or implied is made and
no responsibility is or will be accepted by Credit Suisse as
to, or in relation to the accuracy, reliability or completeness
of any such information.

To the extent that this document provides the addresses of,
or contains any hyperlinks to, websites, Credit Suisse has
not reviewed such linked sites and takes no responsibility
for the content contained therein. Such address or
hyperlink (including addresses or hyperlinks to Credit
Suisse’s own website material) is provided solely for your
convenience and information and the content of the linked
site does not in any way, form part of this document.
Accessing such website or following such link through this
document or Credit Suisse’s website shall be at your own
risk.

Credit Suisse may not be held liable for direct, indirect or
incidental, special or consequential damages resulting or
arising from the use of these materials, regardless of
whether such damages are foreseeable or not. The liability
of Credit Suisse may not be engaged as regards any
investment, divestment or retention decision taken by a
person on the basis of the information contained in this
document. Such person shall bear alone all risks of losses
potentially incurred as a result of such decision. This
material is not directed to, or intended for distribution to, or
use by, any person or entity who is a citizen or resident of,
or is located in, any jurisdiction where such distribution,
publication, availability or use would be contrary to
applicable law or regulation, or which would subject Credit
Suisse to any registration or licensing requirement within
such jurisdiction. The recipient is informed that a possible
business connection may exist between a legal entity
referenced in the present document and an entity part of
Credit Suisse and that it may not be excluded that potential
conflict of interests may result from such connection. Credit
Suisse may be providing, or have provided within the
previous 12 months, significant advice or investment
services in relation to any company or issuer mentioned. A
Credit Suisse Group company may have acted upon the
information and analysis contained in this document before
being made available to clients of Credit Suisse.

This document is intended only for the person to whom it is
issued by Credit Suisse. It may not be reproduced either in
whole, or in part, without Credit Suisse’s prior written
permission. Any questions about topics raised in this
document should be made directly to your local relationship
manager or other advisors.



Additional Regional Important Information

This material is issued and distributed in the European
Union (except Germany and United Kingdom (UK)):
by Credit Suisse Securities Sociedad de Valores S.A. Credit
Suisse Securities Sociedad de Valores S.A., is authorized
and regulated by the Spanish Securities Market
Commission in Spain. This document has been produced
by subsidiaries and affiliates of Credit Suisse operating
under its International Wealth Management Division. This
document may not be reproduced either in whole, or in
part, without the written permission of the authors and
Credit Suisse. It is expressly not intended for persons who,
due to their nationality or place of residence, are not
permitted access to such information under local law;
Australia: This document is provided only to permitted
recipients in Australia who qualify as wholesale clients as
that term is defined by section 761G(7) of the Australian
Corporations Act 2001 (Cth.) (the “Act”) and as
sophisticated or professional investors as defined by
sections 708(8) and (11) (respectively) of the Act, in
respect of which an offer would not require disclosure
under Chapter 6D or Part 7.9 of the Act. This document is
not a prospectus, product disclosure statement or any other
form of prescribed offering document under the Act. This
document is not required to, and does not, contain all the
information which would be required in either a prospectus,
product disclosure statement or any other form of
prescribed offering document under the Act, nor is it
required to be submitted to the Australian Securities and
Investments Commission. In Australia, Credit Suisse Group
entities, other than Credit Suisse AG, Sydney Branch, are
not authorised deposit-taking institutions for the purposes
of the Banking Act 1959 (Cth.) and their obligations do not
represent deposits or other liabilities of Credit Suisse AG,
Sydney Branch. Credit Suisse AG, Sydney Branch does not
guarantee or otherwise provide assurance in respect of the
obligations of such Credit Suisse entities; Bahrain: This
material is distributed by Credit Suisse AG, Bahrain Branch,
authorized and regulated by the Central Bank of Bahrain
(CBB) as an Investment Business Firm Category 2. Related
financial services or products are only made available to
professional clients and Accredited Investors, as defined by
the CBB, and are not intended for any other persons. The
Central Bank of Bahrain has not reviewed, nor has it
approved, this document or the marketing of any
investment vehicle referred to herein in the Kingdom of
Bahrain and is not responsible for the performance of any
such investment vehicle. Credit Suisse AG, Foreign Branch,
a branch of Credit Suisse AG, Zurich/Switzerland, is
located at Level 21, East Tower, Bahrain World Trade
Centre, Manama, Kingdom of Bahrain; Brazil: Banco de
Investimentos Credit Suisse (Brasil) S.A or its affiliates.
This material is intended for your use only and does not
constitute securities research or investment advice. This
material is provided for informational purposes only and
does not constitute any solicitation or offer to subscribe for
or purchase any products, services or securities. The
information provided herein should not be relied upon for
any investment decision. Credit Suisse has adopted policies
and procedures designed to preserve the independence of
its research analysts, whose views may differ from those
contained herein and from the views of other departments

or divisions of Credit Suisse. Views expressed herein may
change at any time without notice; Brunei: This document
has not been delivered to, licensed or permitted by Autoriti
Monetari Brunei Darussalam. Nor has it been registered
with the Registrar of Companies. This document is for
informational purposes only and does not constitute an
invitation or offer to the public. As such, it must not be
distributed or redistributed to and may not be relied upon or
used by any person in Brunei other than the person to
whom it is directly communicated and who belongs to a
class of persons as defined under Section 20 of the Brunei
Securities Market Order, 2013; Canada: This document is
only intended for persons in Canada who qualify to be a
“permitted client” within the meaning National Instrument
31-103 — Registration Requirements, Exemptions and
Ongoing Registrant Obligations. To the extent that the
information contained herein references securities of an
issuer incorporated, formed or created under the laws of
Canada or a province or territory of Canada, any trades in
or advice regarding such securities must be conducted
through an investment dealer registered in Canada. No
securities commission or similar regulatory authority in
Canada has reviewed or in any way passed upon these
materials, the information contained herein or the merits of
the securities described herein and any representation to
the contrary is an offence; Chile: This material is
distributed by Credit Suisse Agencia de Valores (Chile)
Limitada, a branch of Credit Suisse AG (incorporated in the
Canton of Zurich), regulated by the Chilean Financial
Market Commission; France: This material is distributed by
Credit Suisse (Luxembourg) S.A. Succursale en France
(the “France branch”) which is a branch of Credit Suisse
(Luxembourg) S.A., a duly authorized credit institution in
the Grand Duchy of Luxembourg with registered address 5,
rue Jean Monnet, L-2180 Luxembourg. The France branch
is subject to the prudential supervision of the Luxembourg
supervisory authority, the Commission de Surveillance du
Secteur Financier (CSSF), and of the French supervisory
authorities, the Autorité de Controle Prudentiel et de
Résolution (ACPR) and the Autorité des Marchés
Financiers (AMF); Germany: Credit Suisse (Deutschland)
AG, Taunustor 1, 60310 Frankfurt am Main, Germany
regulated by the Bundesanstalt fuer
Finanzdienstleistungsaufsicht (“‘BaFin”): This material was
prepared by the International Wealth Management division
of Credit Suisse and/or its affiliates (hereinafter “Credit
Suisse”) and not by Credit Suisse’s Research Department.
It is not a financial analysis and therefore does not satisfy
the legal requirements for guaranteeing impartiality of
financial analyses and is not subject to a ban on trading
prior to publication of financial analyses. This document
constitutes promotional information that is published solely
for advertising purposes. This document is for informational
and illustrative purposes only and is intended to be used
solely by the recipient. It is neither an offer nor a solicitation
to subscribe or purchase the products and services
mentioned herein. The information contained herein is
provided solely as general market commentary and does
not constitute regulated financial advice or legal, tax, or
other regulated financial services. It does not take into
account the financial objectives, situation, or needs of any
individual persons; these must be considered before
making any investment decision. The information contained
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herein is insufficient for making investment decisions and
does not constitute a personal recommendation or
investment advisory service. It is intended to express the
assessments and opinions of the respective individual staff
members of the International Wealth Management division
as of the date this document was prepared and not as of
the date on which the reader receives or accesses the
information. The assessments and opinions of the staff of
International Wealth Management may differ from or
contradict those of the analysts of Credit Suisse or other
employees of Credit Suisse International Wealth
Management or the internal positions of Credit Suisse.
Furthermore, they may also change at any time without
notice, and we are under no obligation to update this
information. If this document contains statements about
future performance, such statements are forward-looking
and subject to a number of risks and uncertainties. The
information and opinions contained in this document have
been obtained from or are based on sources that Credit
Suisse believes to be reliable. Unless otherwise indicated,
all figures have been checked to ensure plausibility only but
not verified in detail. All valuations mentioned herein are
subject to the accounting policies and procedures of Credit
Suisse. It should be noted that historical performance and
financial market scenarios are not a reliable indicator of
current or future performance. Every investment involves
risks. Under market conditions of volatility or uncertainty,
the value of, and return on, the investment can fluctuate
heavily. Investments in foreign financial instruments or in
foreign currencies involve the additional risk that the foreign
financial instrument or foreign currency might lose value
against the investor’s reference currency. Alternative
investment products and strategies (such as hedge funds
and private equity) may be complex and involve higher risks.
These risks may arise from speculative investing as well as
from extensive application of short selling, derivatives, and
buying on margin. In addition, the minimum investment
period for such investments may be longer than for
conventional investment products. Alternative investment
strategies (such as hedge funds) are intended only for
investors who understand the risks associated with those
investments, are prepared to take them, and can afford
them. This document is not intended for distribution to or
use by natural persons who are citizens of a country or legal
entities that have their domicile or registered office in a
country where the distribution, publication, availability, or
use would violate applicable laws or regulations or in which
Credit Suisse and/or its subsidiaries or affiliates would be
required to meet registration or licensing requirements.
These materials have been made available to the recipient
and may not be shared with others without the express
written consent of Credit Suisse. In Germany, this
document is distributed / made available by Credit Suisse
(Deutschland) AG, certified and supervised by the Federal
Financial Supervisory Authority (BaFin); Guernsey: This
material is distributed by Credit Suisse AG Guernsey
Branch, a branch of Credit Suisse AG (incorporated in the
Canton of Zurich), with its place of business at Helvetia
Court, Les Echelons, South Esplanade, St Peter Port,
Guernsey. Credit Suisse AG Guernsey Branch is wholly
owned by Credit Suisse AG and is regulated by the
Guernsey Financial Services Commission. Copies of the
latest audited accounts of Credit Suisse AG are available
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on request; ltaly: This material is distributed in Italy by
Credit Suisse (ltaly) S.p.A., a bank incorporated and
registered under ltalian law subject to the supervision and
control of Banca d’ltalia and CONSOB; Hong Kong: This
material is distributed in Hong Kong by Credit Suisse AG,
Hong Kong Branch, an Authorized Institution regulated by
the Hong Kong Monetary Authority and a Registered
Institution regulated by the Securities and Futures
Commission. The contents of this material have not been
reviewed by any regulatory authority in Hong Kong. You are
advised to exercise caution in relation to any offer. If you
are in any doubt about any of the contents of this material,
you should obtain independent professional advice. No one
may have issued or had in its possession for the purposes
of issue, or issue or have in its possession for the purposes
of issue, whether in Hong Kong or elsewhere, any
advertisement, invitation or material relating to any product,
which is directed at, or the contents of which are likely to
be accessed or read by, the public of Hong Kong (except if
permitted to do so under the securities laws of Hong Kong)
other than where a product is or is intended to be disposed
of only to persons outside Hong Kong or only to
“professional investors” as defined in the Securities and
Futures Ordinance (Cap. 571) of Hong Kong and any rules
made thereunder; India: Credit Suisse Securities (India)
Private Limited (CIN no.U67120MH1996PTC104392)
regulated by the Securities and Exchange Board of India as
Research Analyst (registration no. INH 000001030) and as
Stock Broker (registration no. INB230970637;
INF230970637; INBO10970631; INFO10970631), having
registered address at 9th Floor, Ceejay House, Dr.A.B.
Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777,
Indonesia: PT Credit Suisse Securities Indonesia; Israel:
Credit Suisse Financial Services (Israel) Ltd. Credit Suisse
AG, including the services offered in Israel, is not
supervised by the Supervisor of Banks at the Bank of
Israel, but by the competent banking supervision authority
in Switzerland. Credit Suisse Financial Services (Israel) Ltd.
is a licensed investment marketer in Israel and thus, its
investment marketing activities are supervised by the Israel
Securities Authority; Japan: by Credit Suisse Securities
(Japan) Limited, Financial Instruments Firm, Director-
General of Kanto Local Finance Bureau (Kinsho) No. 66, a
member of Japan Securities Dealers Association, The
Financial Futures Association of Japan, Japan Investment
Advisers Association, Type Il Financial Instruments Firms
Association; Lebanon: In Lebanon, this material is
distributed by Credit Suisse (Lebanon) Finance SAL
(“CSLF"), a financial institution incorporated in Lebanon,
regulated by the Central Bank of Lebanon (“CBL") and
having financial institution license number 42. Credit Suisse
(Lebanon) Finance SAL is subject to the CBL laws and
circulars as well as the laws and regulations of the Capital
Markets Authority of Lebanon (‘CMA"). CSLF is a
subsidiary of Credit Suisse AG and part of the Credit
Suisse Group (CS).; Luxembourg: This material is
distributed by Credit Suisse (Luxembourg) S.A., a duly
authorized credit institution in the Grand Duchy of
Luxembourg with registered address 5, rue Jean Monnet,
L-2180 Luxembourg. Credit Suisse (Luxembourg) S.A. is
subject to the prudential supervision of the Luxembourg
supervisory authority, the Commission de Surveillance du
Secteur Financier (CSSF); Malaysia: Credit Suisse



Securities (Malaysia) Sdn Bhd, Credit Suisse AG,
Singapore Branch; Mexico: Banco Credit Suisse (México),
S.A. (transactions related to the securities mentioned in this
report will only be effected in compliance with applicable
regulation); Netherlands: This material is distributed by
Credit Suisse (Luxembourg) S.A., Netherlands Branch (the
“Netherlands branch”) which is a branch of Credit Suisse
(Luxembourg) S.A., a duly authorized credit institution in
the Grand Duchy of Luxembourg with registered address 5,
rue Jean Monnet, L-2180 Luxembourg. The Netherlands
branch is subject to the prudential supervision of the
Luxembourg supervisory authority, the Commission de
Surveillance du Secteur Financier (CSSF), and of the
Dutch supervisory authority, De Nederlansche Bank (DNB),
and of the Dutch market supervisor, the Autoriteit
Financiéle Markten (AFM); Philippines: Credit Suisse
Securities (Philippines) Inc., and elsewhere in the world by
the relevant authorized affiliate of the above; Portugal: This
material is distributed by Credit Suisse (Luxembourg) S.A.,
Sucursal em Portugal (the “Portugal branch”) which is a
branch of Credit Suisse (Luxembourg) S.A., a duly
authorized credit institution in the Grand Duchy of
Luxembourg with registered address b, rue Jean Monnet,
L-2180 Luxembourg. The Portugal branch is subject to the
prudential supervision of the Luxembourg supervisory
authority, the Commission de Surveillance du Secteur
Financier (CSSF), and of the Portuguese supervisory
authorities, the Banco de Portugal (BdP) and the Comisséo
do Mercado dos Valores Mobiliarios (CMVM); Qatar: This
information has been distributed by Credit Suisse (Qatar)
L.L.C., which is duly authorized and regulated by the Qatar
Financial Centre Regulatory Authority (QFCRA) under QFC
License No. 00005. Al related financial products or
services will only be available to Eligible Counterparties (as
defined by the QFCRA), including individuals, who have
opted to be classified as a Business Customer, with net
assets in excess of QR 4 million, and who have sufficient
financial knowledge, experience and understanding to
participate in such products and/or services. Therefore, this
information must not be delivered to, or relied on by, any
other type of individual; Republic of China (ROC): Credit
Suisse AG Taipei Securities Branch. No invitation to offer,
or offer for, or sale of, any interest or investment will be
made to the public in the People’s Republic of China
("PRC") or by any means that would be deemed public
offering of securities under the laws of the PRC. These
materials may not be distributed to individuals resident in
the PRC or entities registered in the PRC who have not
obtained all the required PRC government approvals. It is
the investor’s responsibility to ensure that it has obtained all
necessary PRC government approvals to purchase any
interest, participate in any investment or receive any
investment advisory or investment management services;
Russia: To the extent communicated to or for the benefit
of any persons (including legal entities) resident,
incorporated, established or having their usual residence in
the Russian Federation or to any person located within the
territory of the Russian Federation, this document and
information contained herein is not an offer, or an invitation
to make offers, to buy or sell, exchange or otherwise
transfer any foreign or domestic currencies, banking or
financial services, financial instruments, securities,
derivatives or any other assets or services in the Russian

Federation to or for the benefit of any Russian person or
entity and does not constitute an advertisement, appraisal,
individual investment recommendation in respect of or
offering of such assets or services in the Russian
Federation within the meaning of Russian securities laws;
Saudi Arabia: This document is being distributed by Credit
Suisse Saudi Arabia (CR Number 1010228645), duly
licensed and regulated by the Saudi Arabian Capital Market
Authority pursuant to License Number 08104-37 dated
23/03/1429H corresponding to 21/03/2008AD. Credit
Suisse Saudi Arabia’s principal place of business is at King
Fahad Road, Hay Al Mhamadiya, 12361-6858 Riyadh,
Saudi Arabia. Website: www.credit-suisse.sa. Singapore:
This material is distributed in Singapore by Credit Suisse
AG, Singapore Branch, which is licensed by the Monetary
Authority of Singapore under the Banking Act (Cap. 19) to
carry on banking business. This material has been prepared
and issued for distribution in Singapore to institutional
investors, accredited investors and expert investors (each
as defined under the Financial Advisers Regulations (the
“FAR")) only. By virtue of your status as an institutional
investor, accredited investor, or expert investor, Credit
Suisse AG, Singapore Branch is exempted from complying
with certain requirements under the Financial Advisers Act
2001 (the “FAA"), the FAR and the relevant Notices and
Guidelines issued thereunder, in respect of any financial
advisory service which Credit Suisse AG, Singapore branch
may provide to you. These include exemptions from
complying with: Section 34 of the FAA (pursuant to
Regulation 33(1) of the FAR); Section 36 of the FAA
(pursuant to Regulation 34(1) of the FAR); and Section 45
of the FAA (pursuant to Regulation 35(1) of the FAR).
Singapore recipients should contact Credit Suisse AG,
Singapore Branch for any matters arising from, or in
connection with, this material; South Africa: Credit Suisse
AG (FSP number 9788) and Credit Suisse UK (FSP
number 48779) are registered as financial services
providers with the Financial Sector Conduct Authority in
South Africa; South Korea: Credit Suisse Securities
(Europe) Limited, Seoul Branch; Spain: This document is a
marketing material and is provided by Credit Suisse AG,
Sucursal en Espafia, legal entity registered at the Comisién
Nacional del Mercado de Valores for information purposes.
It is exclusively addressed to the recipient for personal use
only and, according to current regulations in force, by no
means can it be considered as a security offer, personal
investment advice or any general or specific
recommendation of products or investment strategies with
the aim that you perform any operation. The client shall be
deemed responsible, in all cases, for taking whatever
decisions on investments or disinvestments, and therefore
the client takes all responsibility for the benefits or losses
resulting from the operations that the client decides to
perform based on the information and opinions included in
this document. This document is not the result of a financial
analysis or research and therefore, neither it is subject to
the current regulations that apply to the production and
distribution of financial research, nor its content complies
with the legal requirements of independence of financial
research; Special Administrative Region of the
People’s Republic of China (Hong Kong SAR): Credit
Suisse (Hong Kong) Limited. Credit Suisse (Hong Kong)
Limited (“CSHK") is licensed and regulated by the
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Securities and Futures Commission of Hong Kong under
the laws of Hong Kong, which differ from Australian laws.
CSHKL does not hold an Australian financial services
license (AFSL) and is exempt from the requirement to hold
an AFSL under the Corporations Act 2001 (the Act) under
Class Order 03/1103 published by the ASIC in respect of
financial services provided to Australian wholesale clients
(within the meaning of section 761G of the Act;
Switzerland: Credit Suisse AG authorized and regulated
by the Swiss Financial Market Supervisory Authority
(FINMA); Thailand: Credit Suisse Securities (Thailand)
Limited, regulated by the Office of the Securities and
Exchange Commission, Thailand, having registered address
at 990 Abdulrahim Place, 27th Floor, Unit 2701, Rama IV
Road, Silom, Bangrak, Bangkok 10500, Thailand, Tel. +66
2614 6000; Turkey: The investment information,
comments and recommendations contained herein are not
within the scope of investment advisory activity. The
investment advisory services are provided by the authorized
institutions to the persons in a customized manner taking
into account the risk and return preferences of the persons.
Whereas the comments and advices included herein are of
general nature. Therefore, recommendations may not be
suitable for your financial status or risk and yield
preferences. For this reason, making an investment
decision only by relying on the information given herein may
not give rise to results that fit your expectations. This report
is distributed by Credit Suisse Istanbul Menkul Degerler
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Anonim Sirketi, regulated by the Capital Markets Board of
Turkey, with its registered address at Levazim Mahallesi,
Koru Sokak No. 2 Zorlu Center Terasevler No. 61 34340
Besiktas/ Istanbul-Turkey; UAE: This document is being
distributed by Credit Suisse AG (DIFC Branch), duly
licensed and regulated by the Dubai Financial Services
Authority (‘DFSA"). Related financial services or products
are only made available to Professional Clients or Market
Counterparties, as defined by the DFSA, and are not
intended for any other persons. Credit Suisse AG (DIFC
Branch) is located on Level 9 East, The Gate Building,
DIFC, Dubai, United Arab Emirates; United Kingdom:
Credit Suisse (UK) Limited is authorized by the Prudential
Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority,
is an associated but independent legal entity within Credit
Suisse. The registered address of Credit Suisse (UK)
Limited is One Cabot Square, London, E14 40R; United
States of America: Credit Suisse Securities (USA) LLC, a
member of NYSE, FINRA, SIPC and the NFA, and CSSU.
CSSU accepts responsibility for the issuance, distribution
and contents of this document. Clients should contact
analysts and execute transactions through a Credit Suisse
subsidiary or affiliate in their home jurisdiction unless
governing law permits otherwise.

© 2023 Credit Suisse Group AG and/or its affiliates. All
rights reserved.
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