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Global Economy Continues Its Modest Recovery, but the Growth

Dynamic Begins to Change

——Analysis and outlook for global economy and financial markets in Q1 2014
Executive Summary

In the first quarter of 2014, the recovery of global economy continued with
slower-than-expected growth rate. Advanced economies presented a strong rebound,
in which US economy developed more solid fundamentals, Euro area stepped into
modest recovery, Japanese economy achieved higher growth, but Emerging markets
suffered a further slowdown. The international financial markets experienced sharp
fluctuation for the Fed quitting from QE, the political turmoil in Emerging markets as
well as Ukraine crisis. Particularly, the equities, bonds and money markets in
Emerging economies was hit a lot by capital outflows.

Looking forward to the next phase, US economy is expected to grow faster after
receding for bad weather, the recovery of Euro area might be hindered by high
unemployed rate and deflationary risk, Japan might face a downturn in the short term
due to rise of the consumption tax, while the Emerging markets have to endure more
pressures from changing external environment and uncertainty of domestic structural
reforms. U.S. dollar and bond yields will be upward as the Fed keeps on reducing the
size of the debt purchase, global stock markets will continue turbulence, and the price
of oil and gold could hardly surge at current level. Emerging markets are extremely
vulnerable to the impact of international capital flows again.

Under the new international economic and financial situation, We have some
suggestions to China's banking sector: they should provide more practical financial
services for Chinese enterprises going abroad, pay attention to the major impact of
Fed tapering on global economic and financial operation, alert the risk of geopolitical
turmoil and make greater efforts to support China's economic reforms.
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