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Analysis and Outlook for Global Economy and Financial Markets in 2012
1** Quarter: Global Economic Recovery Remains Weak and the Worry about
European Sovereign Debt Crisis Restriking Makes Markets Fluctuate

Executive Summary

Since early 2012, global economy and financial markets have the following
characteristics: Firstly, the global economy is stabilizing on the whole, but the
economic cycle of major economies are out of sync. The United States and Japan
economy is expanding gradually, but the Euro Area is still in a mild recession and the
emerging markets continue to slow down. Secondly, the successful implementation of
the Greek debt swap has made the situation of European debt crisis ease, but the
situations in bond markets in Spain, Portugal and Italy are so serious that worries
about the European debt is on the rise again. Thirdly, a new round of global monetary
easing has been implemented all round the world, Europe, the United States and Japan
have carried out a series of ultra-loose money policies, and emerging economies will
continue to speed up the pace of monetary easing. Fourthly, the repeatedly
deterioration of the European debt crisis and geopolitical risks make the global capital
disorderly flow between the hedge assets and risk assets. The international financial
markets highlights "vibration™.

Concerning economic fundamentals, the global economy is expected to continue
weak growth,the United States and Japan's economy will maintain slow growth,
Europe and the emerging markets” economy will rise from the bottom in the second
half of this year. In terms of the European debt crisis, aid is difficult to fundamentally
solve many rooted problems, such as Europe heavily indebted countries’s weak
economic growth and the increasing financial pressure,etc. Before the structural
reform make an impact, the European debt crisis’ repeatedly deterioration will be
inevitable. With regard to the policy direction, Europe as the representative of the
developed economies will insisted on the fiscal austerity, and the easing tone of global
monetary is expected to continue and become the main means to stimulate short-term
economic recovery. With respect to international financial markets, the US dollar may
appreciate and the stock market will probably continue to rise,and the international
commodity prices will fluctuate on the high level.Judging from the current situation,
Eurobond market will be still difficult to get out of the mess.

Key words: global economy, weak growth, European debt crisis, financial market,
volatility
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