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|. Asia, particularly the Developing
Asia, In Good Shape



Tabl e1. Economic G owt h S owdown, 2007-2009, by Gountry QG oups
2009f  2007- 2009f ,

Gountry G oup Nane 2007 2008 (ol V) o .

Mevel oni na Asi A’ 10. 6 7.7 5.5 -5.1
ASFAN- 5 6.3 4.9 -0.3 -6.6
Newt v i ndustrial i 7ed Asi an Feonom es® 57 1.6 -5.2 -10.9
Central and eastern Europe 5.4 2.9 -5 -10. 4
Ad S and Mbngol i a 8.6 5.5 -5.8 -14. 4
M ddl e East 6.3 59 2 -4.3
Vst ern Hem spher e o. 7 4.2 -2.6 -8.3
Mer no:

Vorl d 5.2 3.2 -1.4 -6.6
Advanced econom es 2.7 0.9 -3.8 -6.5
Fnerai na and devel obi na econm es 8 3 6 1 1.5 -6 8

1 . Developing Asia:Bangladesh, Bhutan, Cambodia, China, Fiji, India, Indonesia, Kiribati, Laos, Maldives,
Myanmar, Nepal, Pakistan, Papua New Guinea, Philippines, Samoa, Solomon Islands, Sri Lanka, Thailand, Tonga
Vanuatu, Vietnam,

2 . ASEAN-5: Indonesia, Malaysia, Philippines, Thailand, Vietnam

3 . Newly industrialized Asian economies(NIE):Hong Kong, Korea, Singapore, Taiwan Province of China



Chart 2: GDP growth by region / |

Real grow th rate (% yfy)
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Tabl e2. B1s, Economic QG owh S owdown, 2007-2009

Econony 2007 2008 2009f 2009f - 2007

S ngapor e 7.8 1.1 -10 -17.8
Russi a 8. 1 5.6 -6 -14.1
Hong Kong 6.4 2.5 -4.5 -10.8
Venezuel a 8.4 4.8 -2.2 -10.6
Argenti na 8.7 7 -1.5 -10. 2
Nal aysi a 6.3 4.6 -3.5 -9.8
Turkey 4.7 1.1 -5.1 -9.8
Kor ea 5. 1 2.2 -4 -9.1
Thai | and 4.9 2.6 -3 -7.9
Gol onbi a 7.5 2.5 0 -7.5
Pol and 6.7 4.8 -0.7 -7.4
Phi | i ppi nes 7.2 4.6 0 -7.2
Mexi co 3.3 1.3 -3.7 -7

Brazi | 5.7 5.1 -1.3 -7

C(hi na 13 9 8 -3.5
South Africa 5.1 3.1 -0.3 -5.4
Peru 8.9 9.8 3.5 -5.4
I ndi a 9.3 7.3 4.5 -4.8
(ile 4.7 3.2 0.1 -4.6
Hungary 1.1 0.6 -3.3 -4.4
| ndonesi a 6.3 6. 1 2.5 -3.8
Erergi ng Asi a, aver age /.4 4.5 -0.5 -6. 6
Non-Asia (A& averaoe 6 1 4 1 -1 7 -7 8




Reasons

* “Prudence” has been paid off;
e Lessons from Asia financial crisis;

* Intra-region trade and economic
cooperation, toward freer trade in the
region.



II. China’s Recovery: Sustainable



lI-1, The reasons for the slowdown

 Domestic adjustment by Its own:

— It Is better to have a strong macroeconomic
policy during the booming time, instead of
doing nothing to let things bubble up!

— Having had that, China does not have big
problem and possible to recover quicker;

e Global financial crisis and recession.



II-2, Reasons for quick rebound

e Prudent macroeconomic and financial
management which have prevented big
bubbles:

» Earlier adjustment, earlier recovery;

 Adequate and timely response to the crisis
— the stimulus policies;



Change in Industrial Output and Fixed Asset Investment (y/y, %)
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Retail Sales of Social Consumption Goods (M/M, %)

—&— Real series

—— Nbninal series
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II-3. Reasons for Its sustainabllity

 Expansionary fiscal policy will continue for
another year, with declining effect on
growth rate of course.

 But Meanwhile, other factors may start to
come up to substitute the roles of policies,
such as --



e Investment in real estate sectors will grow
much faster in 2010;

« Corporate investment in some industries
will recover soon through 2010;

* And exports, and net exports, may grow
significantly in 2010, on the low base of

20009.



Import and Export Growth (%, y/y), and Monthly Trade Balance ($b)
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l1-4. RiIsks? — asset bubbles

 Headline CPI Inflation may not be high in
foreseeable future, even given the
possiblility of global over-liquidity.



Change in CPIl and Ex-Factory Price Index of Industrial Products (m/m, %)
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Change in MO, M1, and M2 (yly, %)
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The real risk Is the asset bubbles,
particularly for the emerging market!



« Dramatic increase in money supply in past 12 months
world wide;

* Interest rates remain so low in developed countries,
particularly in US, and we start to see signs of “re-
leveraging” (so-called “reforms” are still not in place!) ;

« There could be a rush of capital flows into the emerging
economies given their higher domestic growth and stable
financial condition;

-- that may cause over heating in asset markets and
Instabilities, and call for precaution!



I1l. Mid-long term Issue:
Consumption vs. Savings



Can we improve Global Imbalance?

 : the first question (or first bunch of questions)
on this issue Is what the US would do!

— Can the US increase savings?
— Can the US reduce the budget deficits?

— Can the US increase Interest rate to have less loose
monetary policies?

— Can the US move forward timely to reform the
financial regulatory system, and really made the
future “leverage” and debt ratio lower?

— Can the US stop the US$ from devaluating, that
requires everyone else revaluating?



Of course, there Is question
about China too

e Can China consume more?

 (Is the request for China to export less
legitimate?)



Table3. ontributions to Bconomc Gow h, 2000-2008

@P Gowth Contri buti ons Net Exports'
ar E Avgr]ige Share of Exports as
onony Gonth GQontribution %of P,
Gonsunpti on to Gowh
| nvest ment
Jotal Private Givernnent
(1) (7)=(6)/(1)
(hi na 10. 2 4.1 2.8 1.3 5 1.1 10. 8% 7.9
Hong Kong 5 2.3 2.1 0.2 1.3 1.7 34. 0% 12. 2
I ndi a 7.2 4.1 3.5 0.5 3.6 0.3 -4. 2% -4.3
| ndonesi a 5.2 3.1 2.5 0.6 1.4 0.4 7. 7% 9.6
Kor ea 4.9 2.5 1.9 0.6 1 1.4 28. 6% 4.4
Ml aysi a 5.1 4.6 3.5 1.1 0.4 0.1 2. 0% 13.1
Phi | i ppi nes 5 3.9 3.8 0.2 0.7 1 20. 0% 1.4
S ngapor e 5.5 2.8 2.1 0.6 1.5 1.5 27. 3% 20.4
Thai | and 4.8 2.7 2.4 0.4 1.5 0.5 10. 4% 15. 4
Medi an:
Al Gountries 5.1 3.1 2.5 0.6 .4 1 10. 8% 9.6
Al excl. China 5.1 2.5 0.6 1.4 0.8 15. 2% 10.9
I nternational Comari sons:
Ger many 1.4 0.5 0.3 0.2 0.1 0.9 64. 3% 6.8
Japan 1.5 1 0.6 0.4 0.2 0.5 33. 3% 4.9
Uus 2 3 23 2 03 1 01 -4 3% -33

Source: Prasad et al (2009); (HC |IMF s V\RQ ADB, and

auther's cal cul ati ons.



China' s Gonsunpti on-Savings i n P
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Household sector savings rate
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Households’ disposable income
/| other incomes
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Wage as % of GDP

S7 s F AR TE GDP b of LR e shilEa 3

55.00
| - - ) --- - e 2 — — .

50.00 - -

45.00 |

40,00

35.00 —— R R i A S cDP R Y S B

30,00 1 1 1 1 1 1 1 1 1 1 1 1 1

wEl . (p RS ERY, &4
ot B (P ESEFERED, A



“Corporate net revenue” as % of GDP

A I N | = = PR el i | = L B ol P o
WA GDP Bk Bk = S EEFE e triigEce ®
S0.00 - - &A00.00
4500 | /- 25000
40.00 | / 4 z00.00
35.00 [ a——a - 4 250.00
[ o -'_'_,-F‘- ;
3000 0 e 1\\*--"'!“\/} —+~"7 4 200.00
25.00 ey 4 1&50.00
=3 - -_‘.__"""—— 3
a_lj.ljl:l = *--_* I - = 1 I-ID-DD
15.00 | 4 =0.00
10,00 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 0.00
- g ga bl ] =] 3% &0 | ) S £l L By ul |
FEHIFF TSP
—— 8 A TR ALECDR R B
gl st TS Jefferies—ChE Index (Meonthly Closine Valussi




How to Increase Households’ Income

Increasing gov'’t expenditures on social
security/health care?

Minimum wage increase”?

Fiscal / taxation reforms — transfers between
different sectors:

Redistribution of wealth?



V. Growth with urbanization



e China’s Industrialization: 35% -- about
200 million more migrant workers are
going to be reallocated in next 20-40 years.

e China’s urbanization: 47% -- about 600
million more rural people are moving to
cities.



e Itis In the development stage of “hardware
nation-building”, a lot of infrastructures and
urban facilities, including urban housing, to
be constructed.

« Among these investments, a great deal
are actually “public consumer goods”.



e 2nd and 3rd tier cities will become the
main part of urbanization;

 The whole process may take 50-70 years,
or even longer.
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