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Analysis and Outlook for Global Economy and Financial Markets in
2012 3" Quarter: The Co-deceleration of Global Economy Creates
Super-easing Environment and The Temporary Alleviation of European
Debt Crisis Boosts Weak U.S.Dollar

Executive Summary

During the third quarter in 2012, the motivation of global economic
recovery has been dropping off under the effect of co-decelebration. The
recession risk faced by developed economies are exacerbating, and the
economic growth of emerging markets continue to slow down. Many
economies, including the United States and Euro Zone, have successively
strengthened the degree of accommodative monetary policies, and
European debt crisis tends to alleviate. Influenced by above-mentioned
factors, risk aversion in market appears to be easing, and international
financial markets generally go better. The new round of quantitative
easing policies implemented by the United States and European countries
lay a foundation for weak U.S. Dollar and have boosted the world’s major
stock indexes and prices of commodities going up as well. At the same
time, the treasury yields of heavily indebted Euro Zone members have
dropped significantly.

In the near future, global economy is expected to get better slightly, and
major economies still have room to further strengthen monetary stimulus.
However, global recovery still face the following three downside risks:
first, European debt crisis is still the greatest threat to global economic
recovery and the stability of financial system; second, global inflation
risk significantly increases; third, the problem of “fiscal cliff” and debt
ceiling of the United States pose the greatest policy risk for global
recovery. U.S. Dollar will maintain a depreciation trend to major
currencies, global stock markets are expected to go upward and shock
constantly but within a limited scope, the gold price may soar again, the
price of brude oil may keep shocking, and European debt market tends to
be relatively calm but may change again in the long run.
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