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Analysis and Outlook for Global Economy and Financial Markets
in 2011 1** Quarter: Global Economic Recovery Continues with

Sovereign Debt Risks and Inflation Pressure Rising

Executive Summary

The global economic recovery has been proceeding steadily since January 2011.
United States and European Union experience a moderate recovery, Japan is hit by the
earthquake. In emerging market economies, growth rate of GDP slows down due to the
tightening measures. The global economic recovery, which is expected to continue in the
2" quarter and the 2" half of this year, will be faced with challenges in the following
two aspects: sovereign debt risks rising in advanced economies and inflation risks
spilling over from emerging market economies to advanced economies. While United
States and European Union would exit from the exceptionally easy monetary policy and
improve their fiscal consolidation, Japan has to focus on supporting reconstruction and
thus maitain ultra-loose monetary policy and expansive fiscal policy. Emerging market
economies will speed up the monetary tightening but keep the fiscal policy proactive.
The exchange rate of dollar may bottom out and rise. Global equity markets are
expected to rise with fluctuations and the commodities prices keep surging. However,
worries about sovereign debt crisis in US and Euro Area keep rising recently and may
threaten global recovery and financial stability. Above all, the bright future of global
economy would benefit the export of China, but the soaring prices of commodities are
stoking imported inflation. Besides, foreign assets investment by China would be facing

more severe challenge as doubts about US creditworthiness increase.
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R 1 ERIREFHLIFEE &

BT %
2010 2011

W | BNEE SAE W | R SAE
FH 2.6 3.1 2.8 1.8 3.2 2.8
BRIGIX 2.0 2.0 1.7 2.2 1.5 1.6
Bty 2.5 1.5 1.3 2.0 1.3 1.7
H 4 3.3 -1.3 3.9 0.7 0.1 1.4
B 8.9 8.2 10. 4 8.2 7.6 8.2
RIEZ Ak — — 3.0 — — 2.4
By — — 7.3 — — 6.5
AFk — — 5.0 — — 4.4
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