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European Sovereign Debt Crisis Drags on Global Economic Growth,
Double Risks Aggravate the Fluctuation of International Financial
Markets: the Tendency Analysis of International Economy and Finance

in the 3rd Quarter of 2011 and Forecast

Executive Summary

From the 3rd quarter of 2011, the global economic recovery has become increasingly
instable and uncertain with more difficulties in keeping growth. US economic growth was
better than expected, so people are less worry about recession than before. However, the risks
of economic recession in euro area are growing. There are still much downside risks even the
reconstruction after the disaster has stimulated Japanese economy obviously. Economic
growth of emerging economies slowed down continuously.

The global economy is still in the process of recovery after the crisis. In the future,
many negative factors on the US aggregate demand, European sovereign debt crisis and
following banking crisis, and inflationary pressure and high tightening policies of emerging
economies will be the three main risks to restrict the global economic recovery.

From the perspective of fiscal policies, advanced economies will strike the right balance
between stimulating the economy in the short-term and implementing fiscal consolidation in
the medium and long run, and emerging economies will follow prudent fiscal policies. As for
monetary policies, advanced economies will maintain the loosen policies while emerging
economies will head for the other tail. In exchange rate policies, governments might
strengthen interventions in foreign exchange markets to avoid appreciation of currencies
worsening the economy growth, which might result in another round of currency war.

Looking ahead to the last quarter of 2011, the United States is expected to sustain weak

recovery with high unemployment rate and Europe might face recession at a larger
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probability. When Japan keeps the path to recovery, emerging economies might slow down
the pace of growth. Influenced by uncertain future of Europe as well as other factors, US
dollar is expected to appreciate with fluctuations, and the global stock market will lose
momentum, and commodity prices will remain fluctuating on high level. As the risk of
European debt might expand to a new stage, US Treasury will still make it a haven for the

risk-averse.
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