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1.1  Economic Situations in 2013
The growth of emerging-market and developing 
economies as a whole slowed down in 2013, 
which indicates that the negative effects of the 
global financial crisis still exist. This report will 
review the overall development of the 11 major 
emerging market economies (E11)1 in 2013 from 
the perspectives of economic growth, employment, 
prices, trade and public debt.

1.1.1  Growth: Slowed Economic Recovery

The economic growth rate of the E11 as a whole in 
2013 was slightly higher than that in the previous 
year but different members have not displayed 
the same characters. According to the IMF data, 
the growth rate of the E11 was 5.1% (See Table 
1.1) in 2013, an increase of 0.1 percentage points 
from the previous year.2 Such a growth rate 
was 0.4 percentage points higher than the per 
capita growth rate of the emerging market and 
developing economies and also 3.8 percentage 
points higher than that of developed economies. 
From the perspective of individual countries, Turkey, 
Argentina, Brazil, India and the Republic of Korea 
(hereinafter referred to as Korea) achieved better 
economic performance in 2013 than that in the 
previous year, with their economic growth rate 
forecasted by the IMF to be 3.8%, 3.5%, 2.3%, 4.4% 

1  “E11” refers to the 11 major emerging market economies in the 
G20, namely, Argentina, Brazil, the People’s Republic of China 
(hereinafter referred to as China), India, Indonesia, the Republic 
of Korea (hereinafter referred to as Korea), Mexico, Russia, 
Saudi Arabia, South Africa and Turkey.

2  If not specifically mentioned, the 2013 data used in this chapter 
are all based on estimation.

and 2.8% respectively, an increase of 1.6, 1.6, 1.3, 1.2 
and 0.8 percentage points respectively from 2012. 
Meanwhile, Mexico, Russia and Saudi Arabia saw 
a considerable slide, with their economic growth 
forecasted by the IMF to slow to 1.2%, 1.5% and 3.6% 
respectively in 2013, a decline of 2.5, 1.9 and 1.5 
percentage points respectively. The economy of the 
People’s Republic of China (hereinafter referred to as 
China) grew by 7.7% in 2013.

 
Table 1.1  Growth rates of the E11 

in 2011-2013 (%)

2011 2012 2013

World 3.9 3.1 3.0

developed economies 1.7 1.4 1.3

Emerging market and 
developing economies 

6.2 4.9 4.7

E11 6.9 5.0 5.1

BRICS 7.2 5.5 5.7

Argentina 8.9 1.9 3.5

Brazil 2.7 1.0 2.3

China, People’s Republic of 9.3 7.7 7.7

India 6.3 3.2 4.4

Indonesia 6.5 6.2 5.3

Korea, Republic of 3.7 2.0 2.8

Mexico 4.0 3.7 1.2

Russia 4.3 3.4 1.5

Saudi Arabia 8.6 5.1 3.6
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2011 2012 2013

South Africa 3.5 2.5 1.8

Turkey 8.8 2.2 3.8

Note: The growth rates of the E11 and BRICS economies are based 
on the weighted calculation of the purchasing power parity 
(PPP) converted GDP (current-price) of each economy. 

Source: IMF (2014).

1.1.2  Employment: General Stability of Jobless 
Rate

Employment conditions in E11 economies generally 
maintained stability in 2013 and the unemployment 
rate in some countries still stayed at a relatively 
higher level. According to the IMF forecast, the 
weighted average unemployment rate of the 
E11 was 5.3% (See Table 1.2) in 2013, which was 
generally the same as that in the previous year. The 
data from China’s Ministry of Human Resources 
and Social Security indicate that the number of 
newly-employed people in the country’s urban 
areas continuously rose in the first three quarters of 
2013 and reached 10.66 million and the registered 
jobless rate had stood at 4.0% by the end of 
the third quarter, a slight decline from 4.1% by 
the end of 2012. According to the the Brazilian 
Institute of Geography and Statistics, a total of 1.3 
million people were registered jobless in Brazil in 
September 2013, a jobless rate of 5.4%, which was 0.1 
percentage points down from the average jobless 
rate of the previous year. Data from the Russian 
federal statistical authorities indicate that Russia’s 
unemployment rate was 5.3% in September 
2013, a decline of 0.7 percentage points from the 
previous year. According to the Statistics South 
Africa, the country’s jobless population was 4.609 
million in the third quarter of 2013, a jobless rate 
of 24.7%, which was 0.4 percentage points down 
from the previous year. Employment conditions 
remained generally stable in other E11 economies 
in 2013 and a slight decline in the jobless rate was 
reported, demonstrating an upward employment 
prospect.

Table 1.2  Unemployment rates of the 
E11 in 2011-2013 (%)

2011 2012 2013

Argentina 7.2 7.2 7.3

Brazil 6.0 5.5 5.8

2011 2012 2013

China, People’s Republic of 4.1 4.1 4.1

India n.a. n.a. n.a.

Indonesia 6.6 6.1 5.9

Korea, Republic of 3.4 3.2 3.2

Mexico 5.2 5.0 4.8

Russia 6.5 6.0 5.7

Saudi Arabia 5.8 5.5 n.a.

South Africa 24.9 25.1 26.0

Turkey 9.8 9.2 9.4

E11 5.4 5.3 5.3

Note: In this report "n.a." means the data are not available. The 
jobless rate of the E11 is based on the weighted calculation 
of the total population of the E11 economies. 

Source: IMF (2013).

1.1.3  Prices: A Mild Rise and Generally 
Controllable 

In 2013, prices in E11 economies experienced a mild 
rise and were generally controllable. According to 
the IMF forecast, the average inflation rate of E11 
economies stood at 4.8% (See Table 1.3) in 2013, an 
increase of 0.2 percentage points from the previous 
year. From the perspective of individual economies, 
China witnessed a slight decline in its inflation rate 
in the first nine months of 2013, and the other BRICS 
countries—Brazil, India, Russia and South Africa—
witnessed a rise to different degrees. Statistics 
from the Organization for Economic Cooperation 
and Development (OECD) show that China’s CPI 
increased by 2.5% year-on-year in the first three 
quarters of 2013, 0.1 percentage points lower than 
the previous year’s average. India, Russia, Brazil and 
South Africa saw a CPI rise of 11.1%, 7.0%, 6.4% and 
5.9% respectively during the nine-month period, an 
increase of 1.8, 1.9, 1.0 and 0.2 percentage points 
respectively from the 2012 average.

Table 1.3  Inflation rates of the E11 
 in 2011-2013 (%)

2011 2012 2013

Argentina 9.8 10.0 10.5

Brazil 6.6 5.4 6.3

China, People’s Republic of 5.4 2.7 2.7

India 8.4 10.4 10.9

Indonesia 5.4 4.3 7.3
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2011 2012 2013
Korea, Republic of 4.0 2.2 1.4
Mexico 3.4 4.1 3.6
Russia 8.4 5.1 6.7
Saudi Arabia 3.7 2.9 3.8
South Africa 5.0 5.7 5.9
Turkey 6.5 8.9 7.7
E11 6.0 4.6 4.8

Note: The inflation rate of the E11 is calculated based on the 
weighted GDP average of it E11 countries (denominated in 
the US dollar at the present price).

Source: IMF (2013).

1.1.4  Trade and Investment: Slow Growth

The slow trade growth momentum of the E11 did 
not change a lot in 2013. According to the IMF 
forecast, the nominal trade growth rate of the E11 
was 4.8% in 2013, 0.8 percentage points up from 
the previous year, of which, the import grew by 
5.3% (See Table 1.4), an increase of 1.5 percentage 
points, and the export grew by 4.4%, a rise of 0.2 
percentage points. Despite a higher growth rate than 
anticipated, the trade growth of the E11 is still at a 
low level if compared with a 10 percent growth rate 
it once achieved after the global financial crisis. Such 
negative macroeconomic factors as the European 
economic recession and the overall economic 
deceleration of emerging economies have inflicted 
comparatively big impacts to the trade of emerging 
economies. Aside from this, protectionism is still a 
prominent factor that allows no ignorance, with its 
form becoming more covert than ever.

Table 1.4  Growth rates of the import and 
export of the E11 in 2011-2013 (%)

2011 2012 2013

Import

Argentina 22.3 -5.9 7.7

Brazil 8.9 -2.3 6.2

China, People’s Republic of 10.1 6.2 7.6

India 8.1 1.8 3.1

Indonesia 13.5 14.0 1.4

Korea, Republic of 6.1 2.5 4.2

Mexico 7.1 3.7 0.2

Russia 16.9 10.7 2.6

Saudi Arabia 3.5 9.8 5.1

South Africa 9.7 6.3 5.1

2011 2012 2013

Turkey 10.9 -0.1 9.3

E11 9.6 3.8 5.3

Export

Argentina 3.4 -6.2 6.1

Brazil 2.9 -0.3 1.4

China, People’s Republic of 8.9 5.2 6.5

India 9.0 1.4 3.7

Indonesia 5.8 -1.0 1.1

Korea, Republic of 9.1 4.2 5.7

Mexico 7.5 3.5 2.6

Russia 6.7 4.1 2.0

Saudi Arabia 4.6 4.3 -0.4

South Africa 5.9 0.1 5.3

Turkey 6.0 13.0 3.5

E11 7.6 4.2 4.4
Source: IMF (2013).

Global foreign direct investment activities 
decreased by a large margin in 2012. The data 
from the United Nations Conference on Trade and 
Development (UNCTAD) showed that the world’s 
FDI inflow volume was USD1.35 trillion in 2012, a 
decline of 18.2% from the previous year, and 52% of 
them flowed to developing economies. It was the 
first time that developing economies absorbed more 
FDI than developed economies. In 2012, the E11 
witnessed a sharp drop in its FDI inflow and a slight 
rise in its FDI outflow. According to the UNCTAD, the 
volume of FDI inflow of the E11 decreased by 8.8% 
year-on-year to USD347.451 billion in 2012, a decline 
of 27.9 percentage points from a 19.1% growth rate 
recorded in 2011, and the volume of FDI outflow 
grew by 4.9% year-on-year to USD218.970 billion. 
According to the UNCTAD forecast, the global FDI 
volume in 2013 will be equivalent to that in 2012, 
with its ceiling expected to be USD1.45 trillion. Due 
to fluctuations of the international financial market, 
a sluggish recovery of developed economies as 
well as the negative influences of some investment 
policies adopted by emerging economies on 
investor confidence, there will be big difficulties for 
the E11 to boost its FDI growth by a large margin 
in 2013, but a majority of E11 economies will still 
remain an attractive investment destination.

1.1.5  Public Debt: Better Than Before

The fiscal conditions of the emerging market 
economies have turned obviously better than 

continuedcontinued
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those of the developed economies. However, to 
stimulate their economies, some emerging market 
economies have embraced a relatively loose 
fiscal policy, resulting in a rise in their overall fiscal 
deficit. According to the IMF’s October forecast, the 
fiscal deficit of emerging market and developing 
economies accounted for 2.3% (See Table 1.5) of 
their GDP in 2013, 0.6 percentage points up from 
the previous year. Such a ratio was 2.3% on the 
average among E11 economies in the same year, an 
increase of 0.5 percentage points from a year earlier. 
Of the E11, India, South Africa, Mexico and Argentina 
saw a relatively high-level fiscal deficit, with their 
fiscal deficit accounting for 8.5%, 4.9%, 3.8% and 3.6% 
of their GDP respectively. Fiscal conditions in Saudi 
Arabia and Korea were much better, with their fiscal 
surplus accounting for 9.6% and 1.4% of their GDP 
respectively in the same year.  

Table 1.5  Ratios of the fiscal balance to 
GDP in the E11 in 2011-2013 (%)

2011 2012 2013

Argentina -3.5 -4.3 -3.6

Brazil -2.5 -2.7 -3.0

China, People’s Republic of -1.3 -2.2 -2.5

India -8.5 -8.0 -8.5

Indonesia -0.6 -1.7 -2.2

Korea, Republic of 1.8 1.9 1.4

Mexico -3.4 -3.7 -3.8

Russia 1.5 0.4 -0.7

Saudi Arabia 12.0 15.0 9.6

South Africa -4.0 -4.8 -4.9

Turkey -0.7 -1.6 -2.3

E11 -1.4 -1.8 -2.3

Source: IMF (2013).

In terms of the ratios of government debt, 
emerging market economies’ are much lower than 
developed economies’ and further improvements 
have been made. The ratio of government debt to 
GDP in emerging market and developing economies 
was estimated to be 34.7% in 2013, 0.8 percentage 
points down from the previous year. The ratio in 
the E11 was 33.5% (See Table 1.6) in 2013, a decline 
of 1.6 percentage points from a year earlier. All the 
other E11 economies have seen rising ratios of 
government debt to GDP except China, Saudi Arabia 
and Turkey. The size of China’s government debt, 

which has drawn extensive concerns, is still within 
the controllable range. At the end of June 2013, the 
total debt held by China’s local governments totaled 
17.9 trillion yuan (USD2.9 trillion), 31.3% of its GDP in 
2012. Provided that China can maintain an annual 
average GDP growth rate of 7% in the following five 
years, its government capability of paying off debts 
will further rise and this will gradually defuse the risk 
of the issue to its sustainable economic and social 
development.

Table 1.6  Ratios of total government debt 
to GDP in the E11 in 2011-2013 (%)

2011 2012 2013

Argentina 44.9 47.7 47.8

Brazil 64.7 68.0 68.3

China, People’s Republic of 28.7 26.1 22.9

India 66.4 66.7 67.2

Indonesia 24.4 24.5 26.2

Korea, Republic of 34.2 35.0 35.7

Mexico 43.6 43.5 44.0

Russia 11.7 12.5 14.1

Saudi Arabia 5.4 3.7 3.3

South Africa 39.6 42.3 43.0

Turkey 39.1 36.2 36.0

E11 36.7 35.1 33.5

Source: IMF (2013).

1.2  Factors That Affect Economic 
Trends of the E11 in 2014 
Some emerging market economies had experienced 
fast growth for a long period before the global 
financial crisis in 2008 and also managed to achieve 
an extremely sound economic recovery after the 
crisis. Nevertheless, their economic growth has 
generally been on a downturn tendency since 2011. 
Looking ahead to 2014, emerging market economies 
are still in the process of economic transformation, 
and they will still be under the influence of the 
complicated and changeable external economic 
environment. Thus, their economic recovery is still 
expected to face some uncertainties and even 
setbacks. To sum up, the following factors may exert 
influences on the economic trends of the E11 in 2014. 

1.2.1  Recovery of Developed Economies 
Turning Better 

The US, eurozone economies and Japan have seen 
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obviously better economic performance since the 
second half of 2013, which has further consolidated 
their economic recovery. The sound recovery 
momentum of developed economies has not only 
driven global economic growth, but also spurred 
the revival of global investment and trade activities, 
thus producing positive influence on the external 
environment of the E11. Due to their basically 
healthy economic landscape and close economic 
links to developed economies, Korea, Mexico and 
China, compared with other E11 economies, will 
benefit more from such kind of changes. For India, 
Brazil, South Africa and Turkey that have neither 
built close links to global production division nor 
boasted an ideal domestic economic and financial 
market configuration, there will be difficulties 
for their economic growth to turn much better. 
Notably, although the eurozone debt crisis has to 
some extent been eased, the possibility that some 
individual economies will have their debt problem 
cropped up and even deteriorated in the time 
ahead cannot be ruled out. Growing sovereign 
debt risks in any economies, especially those with 
systematic importance, will unavoidably restrain the 
recovery of Europe, and thus negatively influence 
the external demand of the E11 and drag their feet 
on the grouping’s economic growth. Given that 
the US, Japan and other developed economies 
have gradually consolidated their recovery, the 
E11 economies are expected to have a narrowing 
growth gap with them. According to the IMF, the 
economic growth of the E11 was 3.7 percentage 
points higher than that of the developed economies 
in 2013, compared with a 5.2 percentage-point 
gap in 2011. Such a gap is expected to be further 
narrowed in 2014. 

1.2.2  Monetary Policy Adjustments of 
Developed Economies and the “Spillover Effects” 

Starting from January 2014, the US Federal Reserve 
will formally reduce a massive economic stimulus 
program, cutting its bonds purchases from USD85 
billion per month to USD75 billion, with treasuries 
and Mortgage-Backed Securities (MBS) each to be 
cut by USD5 billion per month. The Fed also plans to 
gradually reduce its assets purchases until the final 
stop. Although the market had some expectations 
for such kind of monetary policy adjustment by the 
US, the magnitude of the policy’s “spillover effects” 
is still difficult to be measured although the assets 
purchases reduction will be a gradual wind-down 

process. The move will likely trigger a large-scale 
short-term capital outflow from emerging market 
economies and thus add uncertainties to the 
economy of E11 economies. Especially for those E11 
economies that had a high degree of opening-up, 
a big current account deficit, and a high proportion 
of short-term foreign debt and imbalances in their 
internal balance sheets, conditions that decide 
their economic development are more vulnerable 
to drastic capital outflows. As early as in June 2013 
when Ben Bernanke, the former Fed chairman, 
announced adjustment of the US’s monetary 
policy, the financial markets of some emerging 
market economies already sustained relatively big 
repercussions. From January to November 2013, the 
average monthly currency exchange rate of Turkey, 
Indonesia, Brazil and India depreciated by 26.8%, 
23.8%, 12.8% and 12.3% respectively against the US 
dollar and the average monthly fluctuation of their 
stock prices also reached 22.8%, 17.2%, 20.6% and 
13.7% respectively during the 11 months. Notably, 
currently developed and emerging economies 
are generally in a different de-leverage stage. For 
developed economies, it is expected that their 
government departments will slow down their de-
leverage pace in 2014, but their private sectors will 
make steady efforts to push forward the process. 
Developed economies are also expected to tighten 
their monetary policies and enter a trajectory of 
raising interest rates. But for emerging economies 
that are in the process of increased efforts for de-
leverage, pressures for interest rate cuts will mount, 
which will probably aggravate capital exodus and 
thus produce negative influences on their economic 
operation. 

1.2.3  Risk of Economic “Hard Landing” Faced 
by Some E11 Economies

The relatively fast growth of some emerging market 
economies over the past 10 years has benefited from 
relaxed global liquidity, expansion in government 
spending as well as the overall prosperity of 
emerging markets. However, some changes have 
taken place to these favorable conditions. At the 
same time, some domestic economic problems 
that have long existed and accumulated have 
also dragged feet on their sustainable economic 
growth. Of the E11 economies, India and Brazil are 
in particular worth attention. Inflation has been 
staying high in India and its demographic dividend 
that could bolster its economic growth has failed 
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to play its role due to education “lagging-behind” 
and limited employment posts. India’s working 
population has stopped growing and its current 
account deficit maintains a relatively high level. 
All these pose a huge danger to India’s economic 
prospect. At the same time, the complicated land 
acquisition procedures, a worsening business 
environment and the lack of a unified domestic 
market have also restricted India’s economic and 
social development. Some structural problems 
existing in Brazil’s economy have also become 
increasingly prominent. The overextended social 
security system, the heavy tax, an ever-contracting 
manufacturing sector and the seriously backward 
infrastructure have altogether escalated to become 
Brazil’s economic growth bottlenecks. These, added 
by its rigorous inflation, have precipitated Brazil into 
a “stagnation” predicament. Economic conditions of 
Russia that is highly dependent on energy exports, 
and Turkey and Mexico that have a serious external 
fragility also deserve attention. Many emerging 
market economies, such as Indonesia, South Africa, 
India, Brazil and Turkey, will have their congressional 
or presidential elections in 2014. Given their slow 
economic growth and ever-growing demands 
from the middle class, elections may result in the 
escalation of contradictions among domestic 
political factions and social groups and then 
trigger social instability. Reform measures the new 
governments will take and their policy directions 
will also add new uncertainties to their economic 
development.  

1.2.4  Economic Slowdown Affecting Internal 
Trade within the E11 

In recent years, internal trade links within the E11 
have continuously expanded and the proportion of 
its internal trade to its total foreign trade has been 
on the continuous rise while the proportion of trade 
with the G7 and other developed economies has 
kept declining. In 2012, the internal trade volume 
of the E11 accounted for 24.23% of its entire 
foreign trade value, an increase of 0.38 percentage 
points from the previous year, and the proportion 
is estimated to rise to 24.50%. In 2012, trade with 
G7 countries and Australia together accounted 
for 33.69% of the entire foreign trade volume 
of the E11, continuing a declining momentum 
from the previous year. The proportion was 17.89 
percentage points lower than over 50% in 2001 and 
is estimated to further decline to 32.40%. However, 

if the economic growth of the E11 continues to 
slow down, that will cause negative effects to the 
external demand among E11 economies, and 
thus decelerate the group’s internal trade growth. 
At the same time, rising demands expected from 
developed economies will also boost their trade 
with the E11, thus weakening the comparative 
status of the group’s internal trade.

1.2.5  Risk of Public Debt Allowing No Ignorance

E11 economies are obviously better than developed 
economies in terms of their fiscal conditions and 
their public debt also maintains at a relatively low 
level. But in some E11 economies, conditions in the 
two aspects cannot be ignored. According to the 
IMF forecast, the fiscal deficit of the E11 will account 
for 2.2% of its GDP, a decline of 0.1 percentage points 
from the previous year. In comparison, the ratio will 
be 4.2% in the G7. The IMF also forecasts the total 
government debt of the E11 will account for 32.3% 
of its GDP in 2014, a decline of 1.2 percentage points 
from a year earlier, compared with 122.4% in the G7. 
Nevertheless, the rapid expansion of government 
expenditures among some E11 economies has 
more and more narrowed space for their fiscal 
maneuvering. At the same time, a low debt 
level does not mean minor risks. Compared with 
developed economies, emerging economies are 
more vulnerable and weaker in their ability to cope 
with the debt problem and renovate their balance 
sheets. These, if followed by continuous worsening 
of their fiscal and debt conditions, will likely ignite 
the outbreak of some domestic social problems.   

1.3  Outlook for Economic 
Situations in 2014
In view of current basic economic conditions in 
emerging economies, various emerging signs of 
their economic development trends and also based 
on the analysis of their overall economic conditions 
in 2013, this report holds that the E11 will be on its 
way of struggling and arduous recovery. Given that 
global economy still faces numerous risks, especially 
that the trend of some emerging market economies 
is still rife with big uncertainties, there is relatively 
big possibility that the growth rate of the E11 will 
be slightly lower than that forecasted by the IMF in 
2013, or the growth rate is about 4.9% in terms of its 
purchasing power parity.
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2.1  Economic Scale and 
Structure

2.1.1  North-South Growth Trend Divergence

The global economy has been bogged down in a 
low-growth doldrum following its rapid recovery 
in the wake of the global financial crisis. Global 
demand is weak and turbulences frequently hit 
the international capital markets. Growth of the 
emerging-market economies led by the E11 has 
weakened, but remains sound compared with 
the developed economies. Compared with 2011, 
in 2012, Russia, Turkey and Saudi Arabia in the 
E11 each rose by one notch in global rankings in 
terms of current-price nominal GDP, while Brazil 
fell by one notch to the seventh place. Rankings 
of other E11 economies remain unchanged (See 
Figure 2.1).

Although important global cooperative 
platforms have included most of  the major 
economies in the world, such inclusion has not 
been strictly based on the economic scale of an 
economy. Twenty out of the top fifty economies of 
the world are still excluded from major cooperative 
platforms and they could grow into new forces 
in global economic governance in the future. For 
example, Venezuela, Colombia and Thailand each 
have a larger economic scale than that of some East 
European economies in the EU. Although they are 
quite scattered in terms of geographical positions, 
they remain major forces in regional economy. 
Another example is  Switzer land,  which has  
consistently maintained a neutral status. It is not an 

EU member, nor has it joined any other state groups. 
Norway as a country with rich natural resources 
and high living standards is also out of any major 
global economic platform. Iran has received severe 
economic sanctions after the nuclear crisis, but 
thanks to its relatively complete industry chains, the 
impact of the sanctions has mainly been limited to 
its energy and trade sectors and its overall economic 
scale remains the 22nd largest of the world. To sum 
up, those countries are yet to participate in any 
international cooperative mechanism due to various 
reasons, but they are important reserve forces that 
could be serious and significant players in global 
economic governance.

The E11 economies continued to grow in 2012, 
with their overall output reaching USD19.89 trillion, 
up by USD0.9 trillion (See Table 2.1). The ratio of 
E11 output to the global total rose to 27.5% in 2012 
from 26.82% in 2011. The ratio of economic output 
of BRICS countries to E11 total continued to rise in 
2012 to about 74% and their incremental economic 
scale is close to that of the G20 as a whole. The EU 
economies are deep in the sovereign debt crisis and 
they registered negative growth in 2012, with their 
output at USD16.67 trillion, USD1.01 trillion less than 
in 2011. Affected by the EU economic contraction, 
the overall GDP scale of the G7 was USD34.5 trillion 
in 2012, but its incremental scale was only USD200 
billion, which was only 30% of the incremental 
GDP scale of E11 economies. As a result of the 
slow growth of the developed world, the overall 
economic scale of G20 economies was USD62.13 
trillion and the ratio of G20 output to the global 
total dropped by 0.7 percentage points.

Chapter 2
Economic Growth
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Figure 2.1  Top 50 global economies in terms of GDP scale in 2012 
(market exchange rate-based, current US dollar price)

Note: Numbers in the brackets refer to rankings of related economies in terms of GDP scale in 2012 (market exchange rate-based, current US 
dollar price).

Source: IMF-WEO, Dec. 2013.
12

Table 2.1  Economic scale of major international organizations 
(current price) (USD billion)

2011 2012 20131

Aggregate Increment Global 
ratio Aggregate Increment Global 

ratio Aggregate Increment Global 
ratio

E11 18,981 2,912 26.8% 19,890 909 27.5%↑ 20,776 886 28.3%↑

BRICS 13,971 2,298 19.7% 14,730 759 20.4%↑ 15,359 630 20.9%↑

CJK2 14,333 1,892 20.3% 15,311 978 21.2%↑ 15,144 -167 20.6%↑ 

EU 17,687 1,320 25.0% 16,673 -1,013 23.1%↓ 17,267 594 23.5%↓

G7 34,286 1,982 48.4% 34,560 275 47.8%↓ 34,446 -114 46.9%↓

G20 61,367 5,616 86.7% 62,131 765 86.0%↓ 63,088 956 85.9%↓

World 70,782 6,792 100% 72,216 1,434 100% 73,454 1,238 100%  

Source: IMF-WEO, Dec. 2013.

1  Generally, data for 2012 in this chapter are real statistical results while those for 2013 are forecast estimates. Data for some economies in 
2012 are not available. See notes under the figures and tables for more information.

2  CJK (China-Japan-Korea): The acronym of China, Japan and Korea.
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The emerging-market economies remained a 
major player in galvanizing global growth in 2013. 
The overall economic scale of the E11 continued 
to expand in 2013 and the ratio of their output to 
the global total could hopefully exceeded 28%, 
although their overall incremental scale shrank 
compared with that in 2012. According to an IMF 
forecast in October 2013, the global economic 
growth trend may continue to weaken in 2013 and 
the global incremental output is set to be less than 
that in the previous year. The total global output 
may reach USD73.45 trillion. Due to the sharp 
depreciation of the Japanese yen, Japan’s nominal 
economic scale contracted greatly in 2013, down 
by USD0.95 trillion compared with that in 2012. As 
a result, the overall GDP scale of the CJK and G7 
dropped, with that of the G7 decreasing by USD114 
billion compared with that in 2012. The ratio of the 
nominal output of the G7 as a whole to the global 
total fell by 1 percentage point. The economic 
contraction of the G7 has led to contraction of the 
G20 economies. The proportion of the economic 
scale of the G20 as a whole to the global total 
decreased by 0.1 percentage point at about 85.9%.

2.1.2  Emerging-market Economies: Higher 
Development Level

Per capita income is often seen as an overall 

indicator for judging an economy's economic 
development phase. The World Bank standards1 
and those for judging industrialization phase set by 
economist Hollis Chenery2 can serve as references 
for judging a country ’s development phase. 
According to the World Bank classification, E11 
economies have achieved significant development 
since the start of this century. India and Indonesia, 
among them, became lower-middle-income 
countries from low-income countries in 2008 and 
2004, respectively, while China, South Africa, Mexico, 
Turkey and Brazil rose to the status of upper-middle-
income countries. Russia became an upper-middle-
income country from a lower-middle-income 
country in 2005. In 2012, Russia, led by President 
Vladimir Putin, continued to climb up the income 
ladder and became a high-income country, the third 
among the E11 economies after Korea and Saudi 
Arabia (See Table 2.2).
1  Economies are divided according to 2012 GNI per capita. 

The groups are: low income, USD1,035 or less; lower 
middle income, USD1,036-USD4,085; upper middle income, 
USD4,086-USD12,615; and high income, USD12,616 or more. 
http://data.worldbank.org/about/country-classifications.

2  According to US economist Hollis Chenery, in terms of PPP-
based GDP, the stages of industrialization are: primary stage of 
industrialization, 748-1,495 international dollars; early stage of 
industrialization: 1,495-2,990 international dollars; middle stage 
of industrialization: 2,990-5,981 international dollars; late stage 
of industrialization: 5,981-11,214 international dollars; post-
industrialization stage: USD11,214 or above.

Table 2.2  GNI per capita income of the E11 (Atlas method, current USD)

Country 2011 2012 World Bank classification

India 1,450 1,580 Lower middle income (in 2008)

Indonesia 2,930 3,420 Lower middle income (in 2004)

China, People's Republic of 4,900 5,720 Upper middle income (in 2010)

South Africa 6,950 7,610 Upper middle income (in 2005)

Mexico 8,950 9,640 Upper middle income (in 1993)

Turkey 10,510 10,830 Upper middle income (in 2004)

Brazil 10,700 11,630 Upper middle income (in 2006)

Russia 10,810 12,700 High income (in 2012)

Korea, Republic of 20,870 22,670 High income (in 2003)

Saudi Arabia 21,210 n.a. High income(in 2011)

Source: World Bank, WDI, Dec. 2013.
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According to Chenery’s classification, the 
E11 economies, except India and Indonesia, have 
all entered the late stage of industrialization. In 
terms of PPP-based GDP, the per capita GDP of G7 
economies has largely exceeded USD30,000 and 
they are all typical high-income countries. In 2012, 
Saudi Arabia for the first time saw its per capita 
income exceed 30,000 international dollars and 
was the second E11 economy—after Korea. Its per 
capita income exceeded USD30,000 and it became 
a super-high-income country. Although China and 
India have large economic scales, due to their large 

population, their per capita GDP is small and their 
rankings are backward in terms of per capita GDP, 
meaning they are still at a relatively low level of 
development (See Figure 2.2). Among the E11 and 
G7 economies, China has the fastest output growth 
rate, which is about 8.5% on an annual average 
basis, about twice that of India. Indonesia has been 
the second fastest, with its growth rate registering 
at about 6%. In 2012, Mexico and South Africa had 
the slowest per capita output growth rates among 
the E11 economies, registering a growth rate of 1.6% 
and 2.2%, respectively.

 

Figure 2.2  Per capita GDP of the E11 and G7 in 2011-2014 
(PPP, current price)

Source: IMF-WEO, Dec. 2013.

2.1.3  Expenditure Structure Centered on 
Consumption Taking Shape

As they have developed at a fast pace for some 
years, the emerging economies have basically 
formed a social expenditure structure that is 
centered on consumption (including private and 
public consumption) and supported by investment. 
In South Afr ica, Brazil  and Turkey, the social 
expenditure/GDP ratio is more than 80%, which 

is close to the level of developed economies. In 
Saudi Arabia and China, the ratio is slightly higher 
than 50%, while that in other E11 economies falls 
between 60% and 80%. The investment/GDP ratio in 
the other E11 economies is generally between 20% 
and 30%, except in China, where the investment/
GDP ratio is as high as 48%. In 2012, the ratio of 
private consumption to GDP fell only in Turkey and 
Mexico, while the other E11 economies all saw the 
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ratio move up year-on-year, indicating relatively 
positive domestic demand market. In the same year, 
the investment/GDP ratio in Russia, Indonesia and 
South Africa was higher than that in the previous 
year while that in the other E11 economies all went 
down1.

The E11 economies have ver y different 
economic conditions. They have varying net 
export-GDP ratios. The ratio is higher in resource-
exporting countries, such as Saudi Arabia, Russia 
and Argentina, and manufacturing trade powers, 
such as China and Korea. Other E11 economies, 
however, have suffered from trade deficit of varied 
levels. The different performances of emerging 
economies in international trade have created room 
for their economic and trade cooperation. Bilateral, 
regional and inter-regional cooperation (such as 

1  The GDP structure provided by Penn World Table, which is 
based on current PPPs, is similar to Figure 2.3, which will not 
be noted thereafter. Feenstra, Robert C., Robert Inklaar and 
Marcel P. Timmer (2013), The Next Generation of the Penn 
World Table. Available at www.ggdc.net/pwt.

cooperation among the BRICS countries), together 
with infrastructure construction, creation of 
favorable production and investment environment, 
unleashing of domestic demand, as well  as 
integration of the emerging markets, will help the 
E11 economies to form a constructive production 
chain cooperation in complementary industries.

In 2012, the investment/GDP ratio in most 
E11 economies was higher than that of the G7 
(See Figure 2.3 and 2.4). The ratio in all other E11 
economies was higher than 20% except that in Brazil 
(17.6%) and South Africa (19.4%). In G7 economies, 
however,  only in Canada (24.6%) and Japan 
(20.6%) the ratio was above 20%. As new emerging 
economies, the E11 economies are more active 
in terms of economic and investment behavior, 
while they lag behind the developed economies in 
terms of infrastructure investment and economic 
stock. Therefore, it is understandable that they have 
relatively higher investment rate.

 

Figure 2.3  Expenditure/GDP ratio in the E11 and G7 in 2012
Source: CEIC, Dec. 2013.

Although investment plays a direct and 
significant role in boosting economic growth, 
given the investment law of diminishing marginal 
effect, the falling profit ratio would gradually lead 

to dampened investment enthusiasm. Moreover, 
given the natural limit in production efficiency 
improvement, long-term and large-scale investment 
would not be able to guarantee the continual 
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improvement in production efficiency. It is obvious 
that it would not be conducive to improvement in 
social wellbeing. Besides, investment often leads to 
swinging economic growth rates. According to the 
economist Arthur Lewis, the main reasons include: 
irregularities accompanying innovation, flexibility 
of bank lending, unstable relationship between 

investment growth and income growth, and change 
in income distribution. To sum up, high investment 
rate occurs only at certain stages of development 
and will not be maintained continually. Against 
the backdrop of blurred global economic recovery 
prospects, investment rate in most E11 economies 
could continue to drop in 2014.

 

Figure 2.4  Overall investment/GDP ratio in the E11 and G7 in 2011-2014 (local currency)
Source: IMF-WEO, Dec. 2013.

Apart from high investment rate, the emerging 
economies also have high savings rate. When the 
government of a country can strike a balance 
between the revenue and expenditure, the gap 
between savings and investment should be equal 
to net export subtracting foreign transfer payment. 
Compared with the developed countries, the E11 
economies have higher savings rate. In 2012, the 
overall savings/GDP ratio was lower than 20% in the 
three countries of South Africa, Turkey and Brazil. It 
was higher than 20% in all the other E11 economies. 
Meanwhile, it was lower than 25% (See Figure 2.5) 
in all the G7 economies, with that of the UK, the US, 
Italy and France lower than 20%.

Generally,  the high savings rate can be 
attributable to the following factors: 1) light 
population burden and large scale of economic 
surplus; 2) inadequate social security and public 
goods leading to people’s high dependence on 
savings to prepare for contingencies; 3) conservative 

spending behaviour as a result of history and culture; 
4) immature financial market and poor ability of 
the financial system in distributing resources; and 
5) inadequate effective supply in domestic market. 
Excessively prudent life style and high savings rate 
affect economic expansion; moreover, high savings 
rate means low consumption level. However, it 
is unnecessary to get too worried. First, for most 
countries, they have had high savings rate when 
they are at the early stage of the transition from a 
developing economy to a developed economy. 
Second, for countries with high savings rate, 
they can improve market efficiency and unleash 
economic growth dividends through financial 
market development, expansion of direct financing 
channels and improvement in the capital market 
to make their financial system more capable of 
distributing financial resources. Last but not least, 
although excessively high savings rate is detrimental 
to economic development, it would not bring more 
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serious problems than excessive consumption. 
Excessively high savings rate can dampen demand 
through reducing consumption and thwar t 
economic development. Excessive consumption, 
meanwhile, is often intertwined with bubble-style 

lending inflation and, the combination of relentless 
financial innovation and the instability borne in the 
financial system will produce destructive forces that 
damage stable economic development. A typical 
form of such destructive forces is eruption of crisis.

 

Figure 2.5  Total savings/GDP ratio in the E11 and G7 in 2011-2014 (local currency)
Source: IMF-WEO, Dec. 2013.

2.1.4  Industrial Structure: Gradual Upgrading

Due to historical and natural limitations, the 
proportion of the primary and secondary industries 
in the economic structure of E11 economies remains 
high, while the tertiary industry still has much room 
for growth. In 2012, the ratio of tertiary industry 
to GDP in the overall industrial structure of E11 
economies was about 52.6%, while that of the G7 
was higher than 75%. Table 2.3 shows the changes 
in the industrial structure of major economies 
in a decade ending 2012. It shows two major 
characteristics. One is that the industrial structure 
of the emerging market economies is gradually 
stabilizing and maturing. The E11 economies have 
all gone through development stages at which the 
proportion of agriculture in the economy gradually 
declines, that of the secondary industry remains 
relatively stable and that of the tertiary industry 
gradually moves up, except Mexico. Thanks to 
the rising proportion of the secondary industry in 
Korea, Indonesia and Mexico, the proportion of the 
secondary industry in the E11 economies as a whole 

has gone up mildly. The other characteristic is that 
the E11 economies are very different in industrial 
structure. Although it has declined mildly, the 
proportion of agricultural output to GDP in India, 
Indonesia, China and Argentina remains above 
10%. Saudi Arabia, Indonesia and China have the 
highest proportion of the second industry, reaching 
63%, 47% and 45%, respectively. South Africa, Brazil 
and Turkey have relatively more advanced tertiary 
industry among the E11 economies, with their ratio 
of tertiary industry output to GDP exceeding 60%. 
Saudi Arabia and Indonesia have the lowest ratio 
of tertiary industry output to GDP at 35.18% and 
38.6%, respectively.

Generally speak ing, compared with the 
developed economies, the emerging-market 
economies still has much room for improving 
their industrial structure. Systematic improvement, 
strengthened industrial production and a more 
vigorous tertiary industry will help further unleash 
the growth potential of the emerging-market 
economies.
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2.2  Economic Growth and 
Fluctuation

2.2.1  Growth of the E11 Economies Leading 
the World

In 2013, the world economy recovered mildly, with 
its growth rate possibly being at 2.87%. The E11-
led emerging-market economies continued to 
lead the world economy. From 2002 to 2012, the 
average growth rate of the E11 economies was 3 
percentage points higher than the global average 
and five percentages higher than that of the G7. It is 
expected that in 2013, the economic growth rate of 
the E11 is about 5.1%, with that of BRICS countries 
reaching 5.7%, 2 percentage points higher than 
that in 2012. The growth rate of the G7, meanwhile, 
is expected to fall to 1.2%, half a percentage point 
lower than that in 2012 (See Figure 2.6).

When they forecast the short-term economic 
prospects of the world economy, economists 
general ly  tend to be optimist ic toward the 
developed economies. For example, in the IMF 
report on global economic outlook, the organization 
holds a positive view of the prospects of the US 
economy and raises its forecast for growth of the 
US economy. Given the US Congress consensus 
on the budget deal, its strong economic data and 
the Fed’s decision to gradually taper its stimulus 
program, it seems that the world’s largest economy 
has come to a turning point and will have brighter 
growth prospects. Meanwhile, the Europe has 
seen its economy stabilized after the easing of the 
sovereign debt crisis. The Japanese economy has 
also fared well. It seems the developed economies 
will once again become the driving force of the 
global economy. Anders Åslund, senior fellow of 
the Peterson Institute for International Economics, 

Table 2.3  Changes in industrial structure of the E11 and G7

Industry Ratio of agriculture (%) Ratio of industry (%) Ratio of tertiary industry 
(%)

Year 2002 2007 2012 2002 2007 2012 2002 2007 2012

Argentina 11.6 10.7 10.1 34.8 37.4 33.6 53.7 51.9 56.3 

Brazil 6.6 5.6 5.2 27.1 27.8 26.3 66.3 66.6 68.5 

China, People’s Republic of 13.7 10.8 10.1 44.8 47.3 45.3 41.5 41.9 44.6 

India 20.7 18.3 17.4 26.2 29.0 25.8 53.0 52.7 56.9 

Indonesia 15.5 13.7 14.4 44.5 46.8 46.9 40.1 39.5 38.6 

Korea, Republic of 4.0 2.9 2.6 36.2 37.1 39.1 59.8 60.0 58.2 

Mexico 3.9 3.6 4.1 26.5 36.0 36.4 69.6 60.4 59.5 

Russia 6.3 4.4 3.9 32.8 36.4 36.0 60.9 59.1 60.1 

Saudi Arabia 5.1 2.8 2.2 51.5 63.0 62.6 43.4 34.2 35.2 

South Africa 4.2 3.0 2.6 32.6 31.3 28.4 63.2 65.7 69.0 

Turkey 11.7 8.7 9.1 28.7 28.3 27.0 59.6 63.1 63.9 

E11 10.0 8.4 8.5 35.5 38.7 38.9 54.5 52.9 52.6 

US 1.0 1.1 1.2 21.8 22.0 19.4 77.2 76.9 79.4 

UK 0.9 0.7 0.7 25.2 22.9 21.3 73.9 76.4 78.0 

France 2.7 2.2 1.8 21.9 20.6 19.1 75.4 77.2 79.2 

Germany 1.2 1.0 0.9 29.3 30.5 27.9 69.5 68.6 71.2 

Japan 1.5 1.1 1.2 29.0 28.1 26.2 69.6 70.7 72.7 

Italy 2.6 2.0 1.9 27.6 27.3 25.3 69.8 70.6 72.8 

Canada 2.2 1.7 1.9 31.0 31.5 32.0 66.9 66.8 66.1 

G7 1.3 1.3 1.2 24.7 24.5 22.5 74.0 74.2 76.2 

Notes: 1. The data for the G7 in 2012 are actually the latest statistics available. 
            2. The industrial structure in the E11 and G7 is fixed by calculating the ratio of the output of each industry to overall output of a country.
Source: WB-WDI, Dec. 2013.
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argues that the catch-up potential of the emerging-
market economies has been used up; the emerging-
market economies have built their past glories on 
extraordinary credit expansion and commodities 
boom; and in the next decade, the developed 
economies can once again take the global 
economic lead.

The Former US Treasury Secretary Lawrence 
Summers, however, holds that the major developed 
economies will suffer from a “secular stagnation”, 
which will become a new normal. Those who hold 
similar views argue that the developed economies 
can get infected with the “Japan Disease” and suffer 
from the long-term problem of inadequate domestic 
demand. Although measures to repair the financial 
system started soon after the global financial crisis, 
the developed economies have still suffered from 
the problem of fragile recovery. It has been difficult 
for the sustained low interest rate environment and 
loose monetary policy to stimulate the economy, 
while low prices, high unemployment rates as well 
as stagnant salary level have repressed consumption 
and investment demand, which may further weaken 
the economy.

In terms of incremental GDP based on current-
price exchange rates, in 2005, the E11 economies as a 

whole for the first time surpassed the G7 developed 
economies. Since then, the E11 emerging-market 
economies have always been a more important 
contributor to global economic increment than 
the G7. In terms of scale of economic increment, 
the global economic increment was first on the 
rise before gradually going down in the wake of 
the 2008 global crisis. The unstable performance in 
economic increment, to an extent, indicates that 
the global economic recovery remains fragile. In 
2012, the global economic increment decreased 
over the previous year (See Figure 2.7), and in 2013, 
the downturn would continue. The nominal global 
economic increment was about USD1.24 trillion in 
2013, with that of the E11 registering at USD886.4 
billion, accounting for 71.6% of the global total. 
Among the E11 economies, the BRICS countries 
contributed USD629.55 billion, about 50.8% of 
the global total, while the G7 economies were a 
drag on global growth. It was forecast that in 2013, 
the overall economic increment of the G7 would 
decrease by USD114 billion over the previous year.

However, as the US is prepared to gradually 
taper its quantitative easing program, the resultant 
international capital flows would increase, which 
have already brought great economic fluctuations 

Figure 2.6  Economic growth rates of  country groups in 2002-2013
Note: The growth rates of the E11 and BRICS economies are based on the weighted calculation of the purchasing power parity (PPP) 

converted GDP (current-price) of each economy. The 2013 data are based on estimation.
Source: IMF-WEO, Dec. 2013.
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to the emerging-market economies. The US’s 
withdrawal from the QE program is a policy choice 
after its economic recovery. As the largest final 
commodity demand market of the world, the US 
economy would see its recovery help increase its 
external trade demand, especially the demand 
for trade with the emerging-market economies, 
and it will boost the global markets and bring 
positive externalities. However, as people expect 
the interest rates to rise on the heels of the US 
tapering of the QE program, the attractiveness of 
the emerging-market economies for investment 
will be weakened as higher interest rates will bring 
more risks. Moreover, there can be capital exodus 
from the emerging-market economies. Given their 
immature and less accommodative financial system, 
the emerging-market economies cannot effectively 
cope with the challenge of large-scale inflows 
and outflows of international speculative capital. 
Although financial crisis rescue measures can be 
made available through platforms set up by BRICS 
countries, regional cooperation mechanisms and 
international organizations, such as the IMF, those 
measures are only available after the eruption of 
crisis and, therefore, they cannot entirely eliminate 
the adverse effects of financial turbulences on 
economic growth. To sum up, the instability in 

international finance will have a direct impact on 
the economic growth stability of the emerging-
market economies.

In the expenditure approach, the contribution 
of the different components to economic growth 
in the E11 economies largely has the following 
five characteristics. First, the overall consumption, 
including private and government spending, 
contr ibutes the most to economic growth. 
Second, in the E11 economies, the contribution of 
government spending to economic growth is on 
average about 40% of that of private consumption. 
Third, the contribution of fixed-asset investment to 
economic growth in the E11 economies is far less 
significant than that in the developed economies. 
In 2012, the fixed-asset investment expenditure of 
Italy, Japan and Canada played an important role 
in supporting their economic growth (See Figure 
2.8). Fourth, on average, the net exports of the 
E11 economies contribute almost nothing to their 
economic growth while in the G7 economies, the 
net exports constitute a drag on the growth of 
the group. Fifth, the E11 economies have different 
growth engines to support the economy. In China 
and Indonesia, for example, development has been 
built on the mixture of consumption and investment. 
Korea, Turkey and Saudi Arabia also benefit from 

Figure 2.7  Economic increments of the BRICS, E11, G7 and the world as a whole 
in 2002-2013 (current price)

Note: The 2013 data are based on estimation.
Source: IMF-WEO, Dec. 2013.
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net exports to push economic growth, although 
they predominantly rely on consumption as the 
driving force of the economy. Given differences 
in history, culture and social conditions, the E11 

economies have adopted different approaches to 
economic growth. They need to further strengthen 
systematic and market building to improve their 
competitiveness and unleash their economic vitality.

Figure 2.8  Contributing components of the E11 and G7 by using 
expenditure approach in 2012

Note: Left side for contribution to growth using expenditure approach; right side for each country’s economic growth rate.
Source: CEIC, Dec. 2013.

2.2.2  Labor Productivity Rising at Lower Rate

Labor productivity reflects output level of per-unit 
labor input (productivity level). It determines the 
level of remuneration for labor; it also influences 
a country ’s investment and consumption. The 
improvement in labor productivity is also an 
important source of economic growth. According 
to the output per worker statistics provided by the 
database of the Conference Board, in 2012, the E11 
economies’ absolute level of average labor output 
per worker was lower than that of the developed 
economies, while the E11 economies differ markedly 
from one another in average total measure of 
productivity, as shown in Figure 2.9. Among the E11 
economies, Saudi Arabia has the highest level of 
output per worker, which is about USD69,000, while 
India has the lowest level of output per worker, 
which is only USD11,000.

Economic growth can be better explained 

by analyzing the direction of changes in labor 
productivity. After analyzing the changes in the 
labor productivity of E11 and G7 economies, we can 
find: First, the adverse effect of the economic crisis 
is yet to be dispersed and in recent years, almost all 
countries have seen their labor productivity growth 
slow. Among the E11 economies, China has the 
fastest per worker output growth, but its growth 
rates have also been continually falling in the past 
three years. Brazil, Argentina and Korea have had 
steeper falls in labor productivity growth. In 2012, 
Brazil for the first time saw its per labor output 
register negative growth. Second, the growth of 
labor productivity in E11 economies has shown an 
obvious catch-up effect although it remains at a 
low level. Changes in their per labor output level are 
faster than G7 economies. In 2012, the average per 
labor output growth of E11 economies was 2.55%, 
while that of G7 economies was -0.12% in the same 
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year. Italy, the UK, Germany and France all registered 
negative growth. It is expected that in 2013, except 
a small number of countries, most countries would 
continue to see their labor productivity decline. 

Such a weak labor productivity performance has 
reduced the possibility of the global economy 
registering strong mid- and long-term growth.

Figure 2.9  Labor productivity and its rate of change in the E11 and G7 in 2012
Note: Labor productivity refers to per labor output and is based on the PPP in 2012 prices.

Source: TCB-TED, Dec. 2013.

2.2.3 Leading Indicators Heralding Poor Short-
term Prospects of the E11

The most fundamental character ist ic of the 
Leading Indicators (also called Leading Economic 
Indicators) is that they can herald the fluctuations 
of the real economy, which is why they are called 
Leading Indicators. Since 1981, the OECD Statistics 
Directorate started to provide Composite Leading 
Indicators (CLI) for 22 members and seven regions 
(OECD members, the G7, OECD Europe, France, 
Germany, Italy and the UK, EU, North America 
Trade Zone, and eurozone area) in its publications. 
From 1996, the organization started to provide the 
indicators on its website1.

Based on the CLI provided by the OECD, in 
2013, most E11 economies saw their economy 
weaken, with Mexico and Indonesia registering the 
most serious downturn; however, a small number 

1  Data for OECD leading indicators are available through three 
channels: the electronic edition of the monthly Main Economic 
Indicators (MEI), the print and electronic editions of the 
Leading Indicators and Business Surveys (LIBS) and the 
print and electronic editions of the Monthly Note of Leading 
Indicators.

of economies, such as Korea and Russia, show the 
trend of improvement in economic performance. 
From the fourth quarter of 2012 to the third quarter 
of 2013, however, all the G7 economies had shown 
trend of improving economic performance, which 
was in stark contrast with the relative gloomy picture 
of the emerging-market economies (See Figure 2.10). 
The CLI cannot serve as an accurate signpost for the 
direction of economic development, but since it is 
calculated based on the composite result of various 
economic indicators, it can still be a good reference 
for short-term economic forecasting.

 The Consumer Confidence Index (CCI) is 
another reference leading indicator. The index 
reflects the strength of consumer confidence. It 
reflects, in a comprehensive and quantified way, 
consumers’ subjective feelings toward current 
economic situation, economic prospects, income 
level, income prospects and spending behavior. 
As shown in Figure 2.11, from the fourth quarter of 
2012 to the third quarter of 2013, the indexes for 
the E11 economies were mostly going down, with 
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Turkey as the only exception, while in G7 developed 
economies, the indexes were in the trend of gradual 
improvement quarter by quarter. In particular, South 
Africa and Russia, among the E11 economies, saw 

their consumer confidence index bogged down 
in the negative territory, indicating their domestic 
demand could continue to weaken.

 

Figure 2.10  CLI for the E11 and G7 from 2012Q4 to 2013Q3
Note: Original data are monthly statistics; quarterly data are three-month average; data for Argentina and Saudi Arabia are not available.
Source: OECD e-library, Dec. 2013.

Figure 2.11  Consumer Confidence Indexes in the E11 and G7 from 2012Q4 to 2013Q3
Note: Original data are monthly statistics; quarterly data are three-month average; data for India, Korea, Saudi Arabia, France and Canada 

are not available.
Source: CEIC, Dec. 2013.
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A Business Confidence Index monitors 
corporate assessment of economic situation and 
serves as a reference leading indicator for forecasting 
economic trend and corporate investment activities. 
If the index rises, it signifies that the corporate sector 
is optimistic and economic activities tend to be 
more brisk, and vice versa. All the E11 economies 

saw their business confidence indexes fall or 
stabilize from the fourth quarter of 2012 to the first 
half of 2013 except Korea and Turkey, which saw the 
indexes go up in that period. All the G7 economies 
saw their business confidence indexes start to show 
the sign of improvement in the third quarter of 2013 
except Canada and Japan (See Figure 2.12).

 

Figure 2.12  Business Confidence Indexes of the E11 and G7 in 2012Q4-2013Q3
Notes: 1. Original data are monthly statistics; quarterly data are three-month average; data for China, India and Indonesia are half-year 

statistics; data for Argentina, Brazil, Saudi Arabia are not available. 
2. Indicators in different countries: Entrepreneur Expectation Indicator (EEI) in China, Business Optimism Index (BOI) in India, 

Business Tendency Index (BTI) in Indonesia, Business Sentiment Index (BSI) in Korea and France, Purchasing Managers' Index 
(PMI) in Mexico, South Africa, the US and Canada, Entrepreneur Confidence Indicator (ECI) in Russia, Real Sector Confidence 
Index (RSCI) in Turkey, Business Condition Survey (BCS) in the UK, Business Confidence Index in Germany, Composite Index: 
Leading Series in Japan, and Industrial Confidence Indicator (ICI) in Italy.

Source: CEIC, Dec. 2013.

Generally speaking, the above-mentioned 
leading indicators all point to a falling trend of 
economic development in the short term in the 
E11 economies, while the situation is improving in 
the developed economies. Apart from renewing 
efforts to cope with external economic shocks, the 

emerging-market economies also need to further 
consolidate domestic demand, boost the corporate 
sector and take the advantage of the short-term 
economic downturn to press ahead with their 
economic restructuring to rebalance and stabilize 
their economy in the long term.
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3.1  Basic Employment 
Conditions

3.1.1  Population and Labor Forces 

The systematic importance of the E11 can be 
reflected by the size of its population. Of the E11, 
six economies have a population larger than 100 
million. They are China, India, Indonesia, Brazil, Russia 
and Mexico respectively from the top to the bottom. 
Saudi Arabia is the E11 member with the smallest 
size of population, but it is still over 29 million. 
From the perspective of demographic changes, 
E11 economies have experienced a relatively 
obvious population growth except Russia, which 
has witnessed a relatively serious negative growth 
(its population has decreased 3.3% from the 2000 
level). From 2000 to 2013, the E11 economies had 
a per capita population growth of 16%, and among 
them, Saudi Arabia saw a 47.1% growth, the highest 
among the E11 members. The per capita population 
growth of the G7 countries was only 6.6% during 
the same period, of which Germany experienced 
a slight 0.56% negative growth. Japan had a slight 
0.37% demographic growth during the same period, 
but its population slightly had decreased by 0.32% 
by 2013 from the 2006 level. 

Generally speaking, cities can offer more 
chances for employment. Seen from the proportion 
of the urban population to the total population, or 
the ratio of urbanization, Argentina is the highest 
among the E11 economies, with its urbanization 
ratio reaching 93% in 2012, one percentage point 
(See Table 3.1) higher than that of Japan. Brazil, 

Korea and Saudi Arabia also have a higher ratio 
of urbanization than the average level of G7 
economies, which is 81%. Mexico, Russia and Turkey 
have not reached the average ratio of urbanization 
of G7, but their ratios are all higher than Italy’s, 
which is 69%, the lowest among G7 economies. 
The left E11 economies, namely South Africa, China, 
Indonesia and India, have a relatively lower ratio 
of urbanization, which is below 60% except South 
Africa. Of them, India has the lowest ratio, which 
was only 32% in 2012, lower than half of that in Italy, 
a G7 economy with the lowest ratio of urbanization. 

Seen from the change of  their  rat io of 
urbanization, E11 economies increased by five 
percentage points on the average from 2000 to 
2012, higher than a 4-percentage-point rise reported 
by G7 economies. China, Indonesia and Turkey have 
seen the fastest rise in the ratio, which increased 
by 16, 9 and 8 percentage points respectively from 
2000 to 2012. During the same period, Japan, France 
and the United States also saw a relatively fast 
growth, with an increase of 13, 9 and 4 percentage 
points respectively. Despite a tangible rise in terms 
of their urbanization ratio, E11 economies have 
displayed different signs from the G7, with the 
former achieving an even or accelerated growth rate 
while the latter reporting an even or decelerated 
one. For example, China saw a rise of 16 percentage 
points in its ratio of urbanization from 2000 to 2012, 
of which 6 percentage points were achieved from 
2006 to 2012. In Indonesia, 6 percentage points of 
its 9-percentage-point rise during the same period 
were also recorded from 2006 to 2012. In Turkey, an 
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increase of 5 percentage points of its 8 percentage 
points also occurred during the 2006-2012 period. 
When it comes to the G7, of the 13-percentage-
point increase Japan witnessed from 2000 to 2012, 
only 5 percentage points were realized during the 

latter half of the 2000-2012 period. In France, only 4 
percentage points of its 9-percentage-point increase 
were registered in the latter half of the same period. 
In the US, a half of its four-percentage-point growth 
also came during the same period.

Table 3.1  Size of population and ratio of urbanization of the E11 and G7 in 2000-2013
 2000  2006  2013

Brazil
Population (person) 174,504,898 188,134,315 199,881,000 

Ratio of urbanization (%) 81 83 85 

Argentina
Population (person) 36,903,067 38,988,923 41,492,000 

Ratio of Urbanization (%) 90 92 93 

China, People’s 
Republic of

Population (person) 1,262,645,000 1,311,020,000 1,360,763,000 

Ratio of urbanization (%) 36 44 52 

India
Population (person) 1,042,261,758 1,143,289,350 1,243,337,000 

Ratio of urbanization (%) 28 30 32 

Indonesia
Population (person) 208,938,698 227,709,821 247,954,000 

Ratio of urbanization (%) 42 47 51 

Korea, Republic of
Population (person) 47,008,000 48,372,000 50,236,000 

Ratio of urbanization (%) 80 82 83 

Mexico
Population (person) 103,873,607 112,116,694 118,226,000 

Ratio of urbanization (%) 75 77 78 

Russia
Population (person) 146,303,000 142,500,000 141,439,000 

Ratio of urbanization (%) 73 73 74 

Saudi Arabia
Population (person) 20,144,584 25,371,936 29,632,000 

Ratio of urbanization (%) 80 81 82 

South Africa
Population (person) 44,000,000 47,730,946 51,686,000 

Ratio of urbanization (%) 57 60 62 

Turkey
Population (person) 63,174,483 68,626,337 76,484,000 

Ratio of urbanization (%) 65 68 72 

Canada
Population (person) 30,769,700 32,576,074 35,184,000 

Ratio of urbanization (%) 79 80 81 

France
Population (person) 60,911,057 63,617,975 63,704,000 

Ratio of urbanization (%) 77 82 86 

Germany
Population (person) 82,211,508 82,376,451 81,754,000 

Ratio of urbanization (%) 73 73 74 

Italy
Population (person) 56,942,108 58,941,499 60,997,000 

Ratio of urbanization (%) 67 68 69 

Japan
Population (person) 126,870,000 127,756,000 127,341,000 

Ratio of urbanization (%) 79 87 92 

Britain
Population (person) 58,892,514 60,595,632 63,758,000 

Ratio of urbanization (%) 79 79 80 

US
Population (person) 282,162,411 298,379,912 316,513,000 

Ratio of urbanization (%) 79 81 83 

Note: The 2013 data are based on IMF estimates, and the ratio of urbanization is based on the 2012 data, which are the latest available.

Source: World Bank and IMF Databases.
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Due to differences in terms of the ratio of 
labor participation, the ranking of the population 
scale does not directly reflect the ranking order 
of  their  labor forces. 1 There are no obvious 
differences between the E11 and G7 in terms 
of the ratio of labor participation, with the ratio 
reaching 60.4% on the average among the 

1  The ratio of labor participation in this report refers to the 
proportion of people participating in economic activities to the 
total population aged over 15. 

the E11 economies and 59.3% among the G7 
economies. The difference in the ratio between 
the two groups is mainly caused by their cultural 
difference although there also exist obvious 
cultural discrepancies among the E11 economies. 
Generally speaking, China ranks top in terms of 
its ratio of labor participation, which stands at 
71.1% (See Figure 3.1), while all the other E11 and 
G7 members have a ratio below 70%. 

Figure 3.1  Ratio of labor participation in the E11 and G7  in 2012
Source: World Bank Database.

From the perspective of gender, E11 and G7 
members have obvious differences in their ratio of 
labor participation, with the average gender gap 
reaching 30 percentage points in the former and 
only 14 percentage points in the latter. Take Turkey 
and Italy, which have the lowest ratio of labor 
participation respectively among the E11 and G7 
economies, as an example. The ratio is generally 
roughly 49% in both countries, but in Turkey, 
women only had a 29.4% ratio of labor participation 
but men have a 70.8% ratio. In Italy, the ratio for 

either men or women is not too high, which is 
59.4% and 39.4% respectively. 

Saudi  Arabia  is  the E11 economy with 
the biggest gap in term of its ratio of labor 
participation between men and women, with 
the ratio reaching 75.5% for men but only 18.2% 
for women, a gap of more than 57 percentage 
points. In India, such a gap is also more than 52 
percentage points. The E11 economies with a 
gap of more than 20 percentage points in terms 
of their men’s and women’s labor participation 
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include Turkey (41 percentage points), Mexico 
(35 percentage points), Indonesia (33 percentage 
points), Argentina (28 percentage points) and 
Korea (29 percentage points). Of the G7, only Japan 
and Italy see such a ratio gap between men and 
women exceed 20 percentage points.

In China, the ratio of labor participation 
for men is 78.1%, higher than that of all the G7 
countries. But the figure does not mean China’s men 
are the most “hardworking” in the world, given that 
the ratio for men is as high as 84.4% in Indonesia 
and also over 80% in Brazil, India and Mexico. When 
it comes to China’s women, the ratio of their labor 
participation also reaches 63.8%, not only the 
highest among the E11 economies, but also higher 
than that of any G7 country.  

The ratio of labor participation can to some 

extent influence on the size of population involving 
in economic activities, but the country with a large 
population base still enjoys obvious advantages in 
the scale of labor forces. Among the E11 economies, 
China and India have the biggest population taking 
part in economic activities, with the total number 
approaching 790 million in China and exceeding 
480 million in India, both much higher than that of 
the US, which has a working population of roughly 
160 million (See Figure 3.2), the largest among the 
developed countries. Indonesia has the third largest 
working population among the E11 economies, 
which is about 120 million, lower than that of the 
US but much higher than that of Japan, which has 
a 65 million working population, the second largest 
among the G7 countries. 

 

Figure 3.2  Aggregate of labor forces in the E11 and G7  in 2011-2013
Note: The 2013 data for China, India, Indonesia and Saudi Arabia are based on estimates. The World Bank’s statistical caliber is employed 

for the data for China, India and Saudi Arabia while the IMF’s is used for other economies. 
Source: CEIC Database.

The knowledge structure of labor forces can 
generally reflect the quality of a country’s labor 
force. Seen from the proportion of people with 

intermediate and high-level education to the entire 
workforce, there exists an obvious gap between the 
E11 and G7 members. According to data samples, 
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the proportion of people with intermediate 
education to the entire workforce is 34.7% on 
the average in E11 economies but the ratio is 
47.8% among the G7 economies. When it comes 
to the population with high-level education, the 
proportion is 17.6% on the average among the E11 
economies and 29.4% among the G7 economies. 

According to collected data samples, Mexico has a 
workforce with the highest quality among the E11 
economies, but even the proportion of its people 
with intermediate and high-level education to its 
entire working forces, which is 45% and 23.3% (See 
Figure 3.3) respectively, still fails to reach the average 
level of the G7 economies. 

 

Figure 3.3  Proportion of people with intermediate and higher-level education to 
the entire workforce in some E11 and G7 economies 

Note: The data for South Africa, Brazil and Mexico are from 2011 and the data for India are from 2010. The data for other economies, except 
China, are all from 2012. The data for China is based on its sixth census data.

Sources: World Bank Database and China’s Natural Bureau of Statistics.

3.1.2  Population of Employment 

From the perspective of their total population of 
employment, employment conditions in both the 
E11 and G7 have turned better. Under the influence 
of economic recovery after the global financial crisis, 
all the E11 economies saw a rise in their working 
population from 2011 to 2013, except Argentina 
and Russia, which saw a slight decrease of their 

employment population in 2013 from the 2012 level 
(they still saw a rise in their employment population 
in 2013 from 2011)(See Figure 3.4). During the 
same period, only Italy, a G7 member that has been 
hardest-hit by the global financial crisis, especially 
the European debt crisis, witnessed a decline in its 
population of employment. 
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3.1.3  Structure of Employment

In 2012, seen from the employment structure of 
different industries, the main difference between 
the E11 and G7 lies in their different proportions of 
labor forces in the agricultural and service sectors 
(See Figure 3.5). From an industrial perspective, the 
proportion of laborers engaging in this industry is 
24% of the entire workforce on the average in E11 
economies, without big differences with the average 
23% in G7 economies. However, the proportion of 
the agricultural workforce is 17.9% of their entire 
workforce on the average in E11 economies, much 
higher than the average 2.4% in the G7 economies. 
When it comes to the service sector,  things 
are exactly the opposite. The proportion of the 
population engaging in the sector is 57% of their 
entire workforce on the average in E11 economies, 
but is 74% among the G7 economies. That means 
there are still huge potentials for E11 economies 
to transfer their agricultural laborers to the service 
sector. 

From the perspective of the employment 
structure, what E11 economies need to do most 
urgent or the pressing challenge they now face 

seems how to promote a “services-dominant” 
industrial pattern other than “industrialization”. This 
may be a paradoxical conclusion given that the “de-
agriculturalization” or a “services-dominant” industrial 
pattern usually comes after huge demands emerge 
for productive services following the comprehensive 
upgrading of the industrial system. In this sense, 
an industry focusing on quality other than quantity 
still pose a problem that emerging economies 
represented by the E11 have to face in the middle 
and long run.

There also exist certain discrepancies between 
the E11 and G7  in terms of the age structure of 
employment. In E11 economies, the proportion of 
the working population aged between 14 and 24 
accounted for 34% of the entire population of the 
same age range on the average in 2012, compared 
with 39% in G7 economies. This means compared 
with G7 economies, E11 economies are yet to 
increase employment chances for their young 
people. The failure to boost the employment rate 
for young people will bring uncertainties to social 
stability. But there are also economies among the 
E11 that have a relatively good youth employment 

Figure 3.4  Population of employment in the E11 and G7 in 2011-2013 
Note: The data for India are unavailable.
Source: The 2011 and 2012 data for China are based on the China Statistical Yearbook 2013, and the 2013 data are based on estimation. The 

data for other economies come from IMF Database.
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rate. To be specific, Brazil, China, Mexico and 
Indonesia have a higher employment rate for 
their young people than the average level of G7 
economies, which stands at 53%, 51%, 43% and 40% 
respectively. The youth employment rate of Brazil 
and China is even higher than that of Britain, which 
ranks the second among G7 economies, and only 
slightly lower than that of Canada, which is 54%, the 
highest among G7 economies. The rate in Italy and 
France, which is 18% and 29% respectively, is even 
lower than the average level of E11 economies. The 
frequent outbreak of riots led by or participated in 
by young people in France in 2012-2013 also reflects 
to some degree that the danger a low employment 
rate among young people poses to social security 
allows no ignorance. 

3.1.4  Unemployment Rate

A high-staying unemployment rate remains a long 
chronic social problem to South Africa, which has 
seen its unemployment rate stay at 25% in recent 
years, and there are signs that it will continue to rise. 
All the E11 economies have no obvious differences 
with the G7 economies in terms of unemployment 

rate except South Africa. Both groupings have 
members with a relatively high unemployment rate. 
For example, of the E11, India and Turkey have their 
unemployment rate approaching 10% and Italy and 
France of the G7 also have their unemployment 
already exceed or yet to exceed 10%. There are 
also some members in the two groupings with a 
relatively low unemployment rate. For example, 
Korea and China of the E11 and Japan of the G7 all 
have their unemployment below 5% (See Figure 
3.6). Generally speaking, except South Africa, E11 
economies are estimated by the IMF to have an 
unemployment rate of 6.1% in 2013, lower than the 
average 8.0% among the G7 economies. Specifically, 
of the E11, South Africa, Turkey, India and Argentina 
have seen their unemployment rate exceeding 
7%, the international alert level. Of the G7, the 
US, the UK, France, Italy and Canada have also 
had an unemployment rate above the alert level. 
According to a report published by the International 
Labor Organization in December 2013, compared 
with the pre-crisis period, many countries are 
currently undergoing a long-term unemployment 

 

Figure 3.5  Structure of employment of the E11 and G7 in 2012 
Note: The data for Argentina, India, Saudi Arabia, Turkey, France, Germany, Italy and the UK are from 2012, and the data for others are all 

the latest available.
Source: World Bank Database.
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phenomenon, namely, the possibility for the 
jobless to get re-employed within six months or a 
shorter time is smaller. Since 2008, the long-term 
unemployment rate in the US and UK has increased 
by 40%. Compared with developed countries, 
developing countries and emerging economies 
have had better per formance in this regard, 
mainly because some of their workers usually get 
employed through the non-normal employment 
market . 1 But  this  does not mean emerging 
economies, represented by E11 economies, can 
remain easy-minded on the unemployment 
issue. Not to mention countries with a higher 
unemployment rate, even those countries with a 
registered lower unemployment rate to the IMF also 
have some thorny problems to tackle. For example, 
China’s registered unemployment rate has always 
stayed at a low level, but its structural employment 

1  See http://www.ilo.org/global/about-the-ilo/newsroom/news/
WCMS_232094/lang--en/index.htm.

difficulty is still prominent. According to a blue 
paper published by the Chinese Academy of Social 
Sciences in December 2013, the phenomenon of 
unemployment among those with junior college 
or higher education is prominent in China, with 
unemployed people of this group accounting 
for 7.5% of the entire jobless population in 2008. 
The ratio increased to 15% in 2011 and further 
to 25.5% in 2013.2 Take Saudi Arabia as another 
example. The oil-rich Middle East country reported 
an unemployment rate lower than 6% in 2012, but 
its actual unemployment rate was said to reach or 
exceed 10% according to some surveys based on 
other statistical calibers.3

2  The Social Blue Paper: An Analysis of China’s Social Conditions 
and Predictions in 2014, (compiled by Li Peilin), Social 
Sciences Academic Press, Dec. 2013. 

3  According to the forecast made by Bloomberg, the actual 
unemployment rate of Saudi Arabia stood at 10% in 2012, and 
the CIA forecast was 10.6%.

 

Figure 3.6  Unemployment rates of the E11 and G7 in 2011-2014 
Note: The 2013 data for Saudi Arabia are based on the first-quarter data and the 2014 data for it is unavailable. The 2013 and 2014 data for 

other economies are all based on estimation. 
Source: The data for India comes from the CIA and EIU and the data for other economies all come from the IMF Database. 
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3.2  Income Conditions 

3.2.1  Wages  

Compared with those of the G7, the E11 economies 
have witnessed a polarized wage growth among 
them. G7 members have all witnessed a minor rise 
in their wage level, with an annual average rise 
of 2.0, 1.9 and 1.7 percentage points from 2011 
to 2013 except Japan, which has experienced a 
slight decline. Of the E11, Argentina and Turkey 
have seen a considerable wage rise, with an annual 
average rise of more than 20 (See Figure 3.7) and 
15 percentage points respectively during the 
same three-year period. Korea and Brazil have also 
witnessed an intermediate-level annual average 
rise of 5 percentage points during the three years. 
Among the E11 economies, Indonesia, Mexico 
and South Africa have not seen major changes in 
their wage increase or decrease. Compared with 
other E11 economies, Russia and Indonesia have 

witnessed some obvious wage fluctuations during 
the same period. Compared with G7 economies, 
India has seen a high GDP growth rate, but its wage 
growth has been limited, a sign that can testify that 
the channel for its working class to share the benefit 
of national economic growth is not smooth and 
there is lack of coordination between the income 
distribution mechanism and the national economic 
growth mechanism. Such a phenomenon, if lasting 
long, will pose a serious challenge to social equity 
and justice as well as the sustainability of such kind 
of economic model. Turkey, Argentina and Korea 
have had a fast wage growth, which is far higher 
than their GDP growth. However, this is also a 
reflection of the fast rise in their labor costs, which 
will pose a threat to their future competitiveness 
and economic development. For example, General 
Motors announced in August 2013 that it would 
move its manufacturing line out of Korea, in a move 
to deal with the rising wage costs.

 

Figure 3.7  Wage index of the E11 and G7 in 2011-2013 
Note: The data for Saudi Arabia and France are not unavailable and the 2013 data for China are based on estimation.
Source: CEIC Database.
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3.2.2  Income Gap 

The income proportions between high-income 
and low-income groups have increasingly become 
polarized among the E11 economies. Brazil and 
South Africa have witnessed a large income gap. 
In Brazil, its 10% highest-income population holds 
roughly 43% of its total incomes, 56 times (See 
Figure 3.8) the share held by its 10% lowest-income 
population, which is only 0.77. In South Africa, the 
10% highest-income population holds as high as 
52% of its total incomes, roughly 44 times the share 
helds by its 10% lowest-income population, which 
is 1.2%. In Argentina, such an income gap is also 
as high as 22:1. In India and Indonesia where the 
wealth gap is not that obvious, the ratio is lower 
than 10:1. In other economies such as Russia, Turkey, 
China and Mexico, the ratio is between 10-20:1. 

To  use  the  income share  of  the  h igh-
income group in sampled E11 economies as the 
x-coordinate, and the income share of the low-
income group as the y-coordinate, we can get a 
clear income distribution map on these economies 

(See Figure 3.9). To use the average level of the 
income shares among different groups as a 
benchmark line, we can create four quadrants. 
Staying within the first quadrant will mean the 
income share of both high-income and low-income 
groups is at a relatively high level, while the income 
share of the middle-income class is at a relatively 
low level, namely, an hourglass-typed national 
income distribution pattern. There is no such type of 
economies in the E11. 

The 9 sample economies of the E11 are exactly 
distributed evenly across the second, third and 
fourth quadrants. Of them, India, Indonesia and 
Russia lie in the second quadrant, meaning that 
the income share of their high-income groups is 
at a comparatively lower level compared with that 
of other economies, but the income share of their 
low-income groups is at a comparatively higher 
level, an income distribution structure that is more 
beneficial to the protection of the groups at a weak 
position. In the third quadrant are Turkey, China and 
Argentina, the income share of whose high-income 

 

Figure 3.8  Income gap in some E11 economies
Note: Based on the latest data from the World Bank Database after 2009.

Source: World Bank Database.
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and low-income groups is relatively lower compared 
with that of other E11 economies, meaning that 
the income share of their middle-income group 
is at a comparatively high level, a spinning cone-
typed income distribution pattern that is generally 
more beneficial to social stability. In the fourth 
quadrant are Mexico, Brazil and South Africa where 
the high-income group holds a comparatively high 
income share while the low-income group holds 
a comparatively low income share, which means a 
very wide income gap. Such a wealth distribution 
pattern usually gives rise to some serious social 
problem. The flooding trafficking and organized 
crimes in Mexico, the existence of the “big-city” 
disease and slum-related violence as well as the 
flooding guns and frequent incidence of robbery in 
South Africa are all to some extent related with their 
current uneven income distribution structure. 

3.3  Dynamic Conditions of 
Social Policies 

3.3.1  Unemployment Assistance and 
Employment Promotion Policies 

Under the influence of a slide in its economic 

growth since the global financial crisis, a strict 
remittance limitation by the government, as well as 
the decline of its fiscal revenues, the government 
of Argentina has had to make some adjustments 
to its economic and social policies, such as slashing 
subsidies and social outlays and putting a control 
on foreign exchange purchases and exports, 
causing public disgruntlements and social unrest. 
The country’s failure to fully meet public demands 
raised since 2011, including asking the labor union 
to adopt a standard for all-inclusive allowances 
allocation to the children of impoverished families, 
raising the threshold of income tax imposition, 
sharing corporate profits by the labor union as well 
as raising the minimum wage standard, has resulted 
in endless strikes and protests, aggravating the risk 
of social turbulences. Afterwards, the government 
of Argentina has strengthened efforts for the 
implementation of assistance policies and raised the 
minimum guarantee wage (Sliding Minimum Wage) 
twice respectively in September 2012 and February 
2013 to 2,875 pesos, an increase of 1,337.6% from 
February 2003. 

The Brazilian government has been regarding 
expanding employment and addressing the 

Figure 3.9  Income shares of the high-income and low-income groups in some E11 economies
Note: Based on the latest data from World Bank Database since 2009.

Source: World Bank Database.
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poverty problem as a top priority of its social 
development plan and has thus worked out a “first-
time employment” plan. The plan, mainly targeted at 
helping young people aged between 16 and 24 and 
with a low-degree education to get their first job, has 
so far achieved some good effects. Since 2013, Brazil 
has forcibly put forward some active employment 
policies and remarkably improved its employment 
conditions although its economic growth has not 
achieved similarly good performance. From January 
to October 2013, an additional 1.464 million jobs 
were created, an increase of 18.3% year-on-year, and 
among them, 33,500 new jobs were created for the 
manufacturing sector, its best performance for the 
same period in three years. 

China not only faces overall employment 
pressures but also faces how to address its 
structural employment contradiction. To promote 
employment, the Chinese government further 
adopted active employment policies in 2013, along 
with efforts to develop the service sector, improve 
labor guarantees and expand labor training, to ease 
its employment difficulties. 

In its “export-doubling strategy” during the three 
fiscal years from 2012-2014, India strengthened 
effor ts to develop the jewelr y industr y and 
agriculture as the key sectors to create employment. 
To promote employment, it has also set various 
limitations on government procurements and 
strengthened efforts to develop villages and 
underdeveloped regions. Entering 2014, India’s 
manufacturing committee, with Prime Minister 
Manmohan Singh as its chairman, will discuss tax 
incentives, subsidies and other measures to prompt 
the manufacturing sector to boost competitiveness 
in a bid to realize the “double purposes” of reducing 
import and promoting employment. 

In 2013, Indonesian labor unions organized 
several strikes asking the minimum wage to be 
raised to 3.7 million Indonesian rupiahs, but the 
Indonesian government only agreed to raise the 
minimum wage to 3.4 million rupiahs in 2014. 
Hatta Rajasa, Indonesian Coordinating Minister 
for Economy Affairs, believed that it is just the 
implementation of the minimum wage policy 
that has prompted some enterpr ises to cut 
down the number of their employees and thus 
caused Indonesian unemployment to stay at a 
comparatively high level.

In May 2013, the labor union, the capital 

party and the government in Korea signed an 
employment agreement, pledging full cooperation 
and the joint responsibility to raise employment 
quantity and quality, offered non-regular laborers 
chances to gain a regular job, set a minimum wage 
standard and raised the equity of labor income 
distribution. Actually, the economic stimulus policy 
adopted by Korea in 2013 drove its employment 
conditions to turn better. In 2014, it will continue 
to push forward a proactive fiscal and moderately 
loose monetary policy. In a report on its 2014 
economic policy direction, published on December 
27, 2013, the Korean government forecast that the 
newly-employed persons in 2014 will reach 450,000 
in the country, an increase of 70,000 from the 2013 
estimate. 

Since it took office in 2013, Mexico’s new 
government has managed to maintain its labor 
market stability. The new government is devoted 
to forcibly promoting normal employment, one 
that is on a long-term basis, has a handsome 
income and needs certain techniques. To this end, 
the government has specially set up a national 
productivity committee, with the participation of 
entrepreneurs, representatives of employees and the 
educational circle. In August 2013, the president of 
Mexico submitted to the Congress a constitutional 
amendment aimed at pushing for energy reforms. 
It is expected that direct investment cooperation 
between Mexico’s national oil company and other 
enterprises will bring nearly 500,000 jobs within the 
coming six years and more indirect jobs, which are 
estimated to be 2 million and are expected to be 
created during the period. 

Dur ing the  g lobal  f inanc ia l  c r i s i s ,  the 
unemployment rate once stayed very high in Russia. 
Through unemployment guarantees, creation of 
employment posts and other policy adjustments, 
Russ ia  has ef fect ively  control led the r is ing 
momentum of its jobless rate. In November 2013, 
Russia’s Ministry of Labor and Social Development 
put forward a proposal that jobless people from 
Russia’s 142 cities that have a higher unemployment 
rate than the average jobless rate of its 342 cities will 
be rewarded if they are willing to go to the Far East 
region for self-development. Individuals who agree 
to go to other regions will gain a reward of 200,000 
rubles (USD6,000) and a family will be rewarded 
300,000 rubles if all its members agree such a 
movement. Any jobless individual will gain a reward 
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of 400,000 rubles if he or she agrees to settle down 
in the Far East and a family will get 800,000 rubles 
for compensation if all of its family members agree 
to do the same. 

Saudi Arabia has adopted a local people-first 
employment guarantee policy since September 
2012.  The implementat ion of  such a pol icy 
has achieved certain effects in lowering the 
unemployment rate of Saudi nationals, with its 
unemployment rate decreasing from the previous 
12% to 6.1%. Over the past less than two years since 
the policy was adopted, the number of employment 
oppor tunit ies Saudi  Arabians has gained is 
equivalent to 38% of the total population employed 
by foreign private enterprises over the past 30 years. 
On December 16, 2013, the Shoura Council passed 
a series of amendments to the Labor Law, offering a 
range of incentives to both Saudi and foreign workers 
in the private sector. According to the amendment, 
the employee is entitled to sign an open-ended 
contract if he or she has worked for the employer 
over four years or renewed his or her contracted three 
times. The employee should not be asked to work 
for consecutive five hours or over eight hours a day. 
During consecutive hours of working, the employee 
should be given half an hour for eating or prayer. 
Both Saudi and foreign workers have extended their 
approval to the new amendment, saying it will help 
raise the working efficiency. 

South Africa faces a serious issue of unemployment, 
especially among its young people, and this has 
also caused some other social problems. In April 
2013, the country’s commercial circle, government, 
labor union and some social forces jointly signed 
the National Youth Accord, in a move to help jobless 
young people gain employment training and get 
employed. The problem now facing South Africa is 
the lack of logical consistency in the government’s 
employment policy. In the Action Plan for Industrial 
Policies, South African government promised it 
would have created 2.4 million new jobs by the end 
of 2020, but raised the target to 5 million in the New 
Growth Blueprint and further lifted it to 5.9 million 
in the National Development Program.

To improve the welfares of low-income 
people and groups at a weaker position, the Turkish 
Ministry of Labor and Social Security announced 
on December 31, 2013 that the net minimum 
wage incomes of the families raising three children 
would be exempted from the income tax. It also 

announced that the country ’s minimum wage 
standards will be raised by 5% in the first half of 
2014 to TRL 846 (USD406) and by 6% again in the 
second half of the year to TRL891 (USD428), with the 
full-year rise exceeding that in 2013. 

3.3.2  Social Security Policies 

Argentina has almost realized an all-inclusive 
coverage of its social security network. Currently, 
there are 5.7 million senior citizens who have access 
to pensions, 95.1% of its elderly population. In 
Argentina, the retirement pay is 1.5% of the average 
wage of the 10 years prior to retirement multiplying 
his or her years of service. In 2013, the government 
of Argentina raised a series of allowance standards, 
including the allowance for the children of all families, 
allowance for pregnant women, household allowance, 
one-time allowance for teenager education, children-
raising allowance for mothers, and household pensions. 
With the raised allowance standards, the government 
of Argentina will see its allowances spending rise from 
24.273 billion pesos to 41.076 billion pesos, a total 
increase of 16.803 billion pesos.

Brazil has set up a relatively developed social 
security system. Currently, the beneficiaries of 
Brazil’s social security system amount to 30 million, 
roughly 15% of its total population. In April 2013, the 
Brazilian Congress passed the No. 72 constitutional 
amendment, aimed at protecting the social security 
rights of household servants. The amendment 
contains concrete stipulations on the working time 
of servants, their wages, overtime pay as well as the 
social security fees employers have to pay for them. 

For China, the key point of its social security 
policy in 2013 was to improve various kinds of 
social insurance systems and accelerate the top-
level design for pension insurance on the one 
hand and expand its social security coverage on 
the other hand. By the end of September 2013, 
the total insurance revenues for the basic pension 
and pensions for basic medical care, injuries during 
working time, child-bearing and unemployment 
of urban residents had grown by 13.7% from a 
year earlier, and the total outlay on these items 
had increased by 20.6%. At the same time, some 
measures had also been taken to strengthen 
funds supervision and management. For the self-
management of social insurance funds within 
some industries and enterprises, a campaign had 
been launched for its rectification and eradication. 
An order had also been issued to demand these 
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funds be included into a unified local government 
management to realize a unified social insurance 
system, its unified operation and promote a unified 
budget and final accounts. Measures had also been 
taken to tighten the oversight over the investment 
of enterprise annuity funds and strengthen the 
service management of social security funds. The 
country had distributed 500 million social security 
cards in total to residents by the end of 2013. 

For India, a major challenge is how to extend 
its social security coverage to the people working 
in non-normal sectors, which account for 90% of 
its total population. In 2009, India began opening its 
public employee funds to all laborers, including those 
in non-normal sectors. However, due to the lack of 
corresponding policies on the part of the employer, the 
policy has not achieved ideal effects and the ratio of 
voluntary participation has been very low. 

Compared with India, Indonesia’s social security 
policy is stricter to the employer, demanding the 
employer pay social security fees if it employs more 
than 10 employees or has a monthly wage payment 
of more than one million Indonesian rupiahs. The 
Indonesian social security system is in the process 
of ongoing gradual improvements. On January 1, 
2014, the Indonesian government formally enforced 
a new healthcare insurance plan. The new medical 
program will cover a wider scope of diseases, from 
common flu to cardiac surgery and cancers. 

Compared with other E11 members, Korea 
has set up a more developed social security system, 
which includes social insurance, public relief and 
social welfare. Social insurance, targeted at all 
nationals, is a social security network that covers 
some uncertainties such as suffering diseases, 
disability, getting old and unemployment and aims 
to guarantee the income, healthcare, recuperation 
and employment of its nationals. However, Korea 
seems to have a higher demand on the social 
security coverage. According to a KBS WORLD Radio 
report in January 2014, the social security spending 
only accounts for 13% of Korea’s whole government 
expenditures, the lowest among the OECD members. 

For Mexico, one of the top priorities of its social 
security policy is to curb poverty. In early 2013, the 
Mexican government launched a “hunger-fighting 
plan”. The plan, conducted in 400 cities and towns 
nationwide on a trial basis, was aimed at promoting 
grain production in rural areas. At the same time, the 
Mexican government also allotted assistance funds 

to impoverished families to change malnutrition 
among their children.

In 2013, Russia also took a stride forward in terms 
of the pension insurance system construction. In 
October, a program on the reform of Russia’s pension 
insurance system, which has a broader vision and is 
due to have been gradually implemented by 2050, 
was worked out. With such a program, Russia hopes 
to use its export revenues to set up a reserve funds 
for pension as a way of guaranteeing equity and 
filling up the future’s old-age pension gap.

Saudi Arabia’s strong financial strength has 
propped up its establishment of a solid social 
security and pension system. At the same time, 
the Islam also commits Saudi families to the 
responsibility of supporting old people, which, 
together with long-established tribal system that 
helps senior Saudis develop a sense of cultural 
and psychological identity, contributes to the 
establishment in Saudi Arabia of a multi-layer 
pension system comprising government, family 
and tribe responsibilities. Given that old people 
currently only hold a very small portion of its entire 
population, the pension payment has not imposed 
a heavy fiscal burden to Saudi Arabia and its pension 
system is sustainable. 

South Africa has been under comparatively 
heavier pension pressures. The proportion of families 
depending on social subsidies has risen by a large 
margin over the past 10 years, rising from 12.7% in 
2002 to 29.6% in 2012. According to the current social 
security policy, the total number of people feeding 
on the social security network will total 16 million in 
the 2013/14 fiscal year, accounting for over 30% of its 
total population. The total social security outlay will 
exceed 100 billion rand (USD10 billion).

In Turkey, the extant social security system can 
offer four categories of social insurances, namely, 
pension, healthcare, unemployment and vocational 
injury and disease insurances. The main problem 
Turkey now faces is the payment imbalance 
in its social security funds and huge pressures 
for fees collection. As the population ageing 
intensifies, Turkey’s demographic dependency 
ratio will further rise. To tackle this problem, the 
government can raise the retirement age. Other 
reform measures also include the co-establishment 
of new insurance projects by enterprises and 
the government as well as coordination among 
different insurance projects.
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4.1  Inflation  

4.1.1  Comparative Stability of Domestic Prices 

Although consumer price fluctuation in emerging 
economies is extensively higher than that in 
G7 economies, inflation does not pose the E11 
economies an issue that is yet to be urgently 
re s o l ve d  ( S e e  Fi g u re  4 . 1 ) .  O w i n g  to  t h e i r 
recent growth deceleration and the decline 
of global grain and energy prices, consumer 
prices in a majority of E11 economies an issue 
have s lowed the pace for  r ise.  Against  the 
backdrop of a declining degree of domestic 
economic prosperity and the declining prices of 
international energy and other bulk commodities 
after the third quarter of 2013, E11 economies are 
not expected to encounter big inflation pressures 
in the near term. 

In 2013, India and Indonesia saw a remarkable 
rise in their consumer prices while other E11 
economies generally maintained price stability or 
a gradual decline. The Producer Price Index (PPI) in 
Russia and India continued an upward tendency in 
the first three quarters of 2013 (See Figure 4.2). With 
their producer price changes gradually extending 
to the terminal market, consumer prices in the two 
countries will possibly witness a rise in the near 
term. After a rise for three consecutive quarters, 
Russia’s industrial producer price, however, began 
to decline in the fourth quarter of 2013. It could be 
believed there is limited space for future’s price rises 
at the Russian domestic market. The main reason for 

the rise of wholesale prices in India lies in the rise 
of its domestic food and energy prices. According 
to the fourth-time estimation data released by the 
Indian Department of Agriculture and Cooperation, 
India’s rice and wheat output declined in the first 
half of 2013. The rise in international oil prices and 
rupee depreciation in the first half of 2013 have 
fueled a rise in its domestic energy prices. However, 
with the gradual easing of pressures for rupee 
devaluation, the stability of international energy 
prices and the tightening of monetary policies, there 
is no much possibility for India’s wholesale prices to 
further worsen. 

4.1.2  Some Economies' Exchange Rate 
Fluctuations Increasing  

All the E11 economies have to some extent 
experienced depreciations of their currencies 
against the US dollar over the past year except 
China and Korea, which have kept their currencies 
strong, and Saudi Arabia, which has anchored its 
currency on the dollar and thus kept its stability. 
The currencies of China and Korea rose by 2.4% and 
2.2% (See Figure 4.3) respectively against the dollar 
in 2013, while the Argentine peso and Indonesian 
rupiah devalued 17.2% and 16.9% respectively. 
Indian rupee, Brazil real and South African rand 
depreciated 12.7%, 12.3% and 11.8% respectively 
against the dollar. Of the E11 economies, only Saudi 
Arabia anchors its riyal to the dollar and has long 
maintained the exchange rate of 3.8 riyals against 
one dollar. 

Chapter 4
Price Fluctuations and 
Monetary Policies 



36

Boao Forum for Asia
Development of Emerging Economies Annual Report 2014

Figure 4.1  CPI of the E11 and G7 during the first to fourth quarter of 2013
Notes: 1. For displaying conveniences, the original monthly data are converted into the quarterly data. 

2. Given that the data of a majority of economies can only be upgraded to November 2013, the change of the November index based 
on the September data is used to represent the fourth-quarter index change. 

Source: CEIC, Dec. 2013.

Figure 4.2  WPP/PPI indexes of the E11 and G7 during the first to fourth quarter of 2013 
Notes: 1.The original data is the monthly index, and the ratio of quarterly changes refers to the change of the given quarter-end index 

compared with the previous quarter-end index. The WPI is used for India and the PPI is used for other economies, and the data for 
Indonesia and Saudi Arabia are unavailable. 

2. For displaying conveniences, the original monthly data are converted into the quarterly data. 
3. Given that the data of a majority of economies can only be upgraded to November 2013, the change of the November index based 

on September’s data is used to represent the fourth-quarter index change. 
Source: CEIC, Dec. 2013.
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Figure 4.3  Changes of nominal bilateral exchange rates in the E11  
in 2013 (direct quotation) 

Note: For displaying conveniences, the first-quarter exchange rates of 2013 are converted into a standardized base-period index. 
Source: IMF-IFS, Jan. 2014.

Due to its comprehensive consideration of 
the currency rate of other economies related to 
its own economy, a country’s effective exchange 
rate can more effectively reflect the change of its 
nominal currency prices. Seen from the Figure 4.4, 
the nominal effective exchanges of Chinese, Korean 
and Saudi Arabian currencies have considerably 
appreciated since 2013, respectively by 3.8%, 3.4% 
and1.2%. Since 2005, China’s RMB has been on 
a trajectory of appreciation against the dollar. 
The Korean won appeared slightly weak in the 
second quarter of 2013, but has ever since kept 
a strong momentum under the influence of the 
rapid deprecation of the Japanese yen. Due to 
its pegging to the dollar, the nominal effective 
exchange rate of the Saudi Arabian riyal has 
appreciated because the dollar has revalued 
against other major currencies. At the same time, 
the currencies of Indonesia, India, Turkey, Argentina 
and South Africa have witnessed two-digital 
depreciation, which have lost 14.2%, 12.6%, 11.8%, 
11.7% and 10.6% respectively.  

Real effective exchange rate (REER), which 
excludes the factor of domestic prices, can better 
reflect the real condition of a country’s currency. 
Similar to the nominal effective exchange rate, 

E11 economies, except China and Saudi Arabia, 
have all witnessed currency depreciations in terms 
of their real effective exchange rate (See Figure 
4.5). Moderate currency devaluation can help an 
economy increase international competitiveness 
of its products, but drastic depreciation usually 
foreshadows something wrong to its currency price 
stabilization mechanism and possibly triggers a 
crisis. Among the E11 economies, the Indonesian 
rupiah has seen the biggest value shrinkage, with 
an accumulated 10.2% devaluation in 2013. The 
large-volume foreign capital outflow in August 2013 
precipitated the Indonesia rupiah into a new low 
in four years. Under such influences, Indonesia also 
witnessed a rapid expansion in its current account 
deficit and a steep fall of its domestic stock market. 
The return of its 10-year treasury bonds has notably 
risen. Other E11 economies that have experienced 
sizable currency depreciations are Turkey, South 
Africa and India, which have in total lost 8.7%, 
8.4% and 8.4% respectively in their currency value. 
Chinese RMB and Korean won has respectively risen 
by 3.4% and 2.3% and continuous appreciations 
have caused the decline of their international price 
competitiveness. 
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Figure 4.4  Changes of nominal effective exchange rates of the E11 
in 2013 (indirect quotation) 

Notes: 1. 2010 is set as the base year, with its nominal effective exchange rate index as 100. The original data are the monthly data, which are 
converted into the quarterly data after average calculations. 

2. The fourth-quarter data of 2013 are based the October and November data. 
Source: IMF-IFS, Jan. 2014.

Figure 4.5  Changes of real effective exchange rates of the E11 in 2013 (indirect quotation) 
Notes: 1. 2010 is set as the base year, with its nominal effective exchange rate index as 100. The original data is the monthly data, which are 

converted into the quarterly data after average calculations. 
2. The fourth-quarter data of 2013 are based on the October and November data. 

Source: IMF-IFS, Jan. 2014.
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The collective currency depreciation in 
a majority of E11 economies is related to their 
current account deficits on the one hand and the 
influences caused by the change of international 
capital flows on the other hand, with the latter 
being closely related to the exit of the quantitative 
easing policy by the US Federal Reserve. A weak 
currency can boost a country’s exporting sector, but 
is unfavorable to the country’s import-dependent 
production sector. A weak currency can also help 
improve its current account performance. Through 
checking import demands, a country can also to 
some extent boost the development of domestic 
enterprises. Nevertheless, for those economies 
that seriously depend on imported products, such 
as India and Argentina, currency depreciation will 
bring to them pressures for domestic inflation. The 
drastic currency depreciation in India and Brazil 
in 2013 posed a severe test to their monetary 
management. Facing a continuous BRL devaluation, 
the Brazilian central bank injected into the market 
an accumulated USD50 billion on August 22, 2013 in 
the form of currency swap and made such a move 
regular until the end of December. In September, 
India’s central bank began dumping and injecting 
into the market a large volume of dollars, achieving 
obvious short-term effects in stabilizing its currency. 

4.1.3  Prices of Bulk Commodities Embarking 
on a Declining Trajectory 

After the global financial crisis, which has caused 
demand contraction in developed economies in 
2008, the global economic growth momentum 
has obviously weakened and its economic vigor 
has begun declining. The global economy will 
gradually embark on a long-term trajectory of 
cyclical deflation, although in the early post-crisis 
period, the unconventionally loose monetary policy 
embraced by world’s major economies, turbulent 
situations in the Middle East as well as the illusion of 
a rapid economic recovery induced by short-term 
rebounds have fueled global enthusiasms for bulk 
commodity investment.

Global bulk commodities have entered a 
transient “period of prosperity” since 2009. On the 
one hand, global demands will remain weak for 
a long period. Due to the lack of a new driving 
force for economic growth since the outbreak 
of the European debt crisis, major economies 
have started a long-term period of forced debt 
reduction. Emerging economies have made policy 

adjustments to be in tune with such a change and 
worked hard to tap new market demands, but there 
are still difficulties for them to create new demands 
substitutes within a short period because their stock 
basis is still relatively weak. On the other hand, under 
the influence of the quantitative production of 
shale gas as well as agricultural planting and mining 
technologies, global bulk commodities have been 
in a sufficient supply. As shown in the Figure 4.6, the 
prices of global bulk commodities possibly came to 
a turning point in 2011 and would generally be on a 
declining tendency in the years to come.

Due to their different resource endowments, 
the price changes of global bulk commodities have 
produced varying influences on E11 economies. 
For resources-exporting economies such as Saudi 
Arabia, Russia, Brazil and South Africa, the decline 
of bulk commodity prices has not just posed a 
threat to their economic growth, and will also 
result in the worsening of their trade conditions 
and trigger the rise of domestic commodity prices 
in the future. The considerable contraction in 
Saudi Arabia’s oil output in the early 2013 dragged 
its GDP growth to the lowest point after 2011. 
Afterwards, the Saudi Arabian oil sector achieved 
better per formance under the help of global 
concerns over deteriorations in the Syrian situation, 
which helped its economic growth return to a 
normal track. Rich in resources, Brazil is a major raw 
materials producer in the world, but this has also 
increased its dependence on international market 
demands for domestic development. For resources-
importing economies like China and India, external 
price changes have produced fewer negative effects 
on their economic development because some 
precautionary measures were taken. It is expected 
they can stabilize domestic prices through lowering 
production costs. 

The pattern of global crude oil supply and 
demand has experienced fundamental changes 
since 2011, with two features remaining outstanding: 
First ,  the global crude oil  supply has kept a 
continuous rise since 2010, with the supplying 
volume reaching 90.90 million barrels per day 
in 2012, 900,000 barrels more than demanded. 
Due to accelerated non-conventional oil and 
gas resource explorations in the North American 
region, the additional global crude oil supply in 
2013 mainly came from the US and Canada. In the 
first two quarters of 2013, the crude oil supply of 
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the US and Canada increased by 950,000 barrels 
and 860,000 barrels per day respectively. Second, 
global oil demands have gradually changed from 
the OECD-dominated to non-OECD-dominated 
structure. Since it reached a peak in 2010, the crude 
oil demand from the Organization for Economic 
Cooperation and Development had declined 
from 53% in 2010 to 51%in 2012 in terms of its 
proportion to the total global crude oil demands, 
and the proportion had been expected to further 
decline to 50.3% in 2013. According to the forecast 
made by the International Energy Agency, the 
proportion of crude oil demands among non-OECD 
countries is expected to rise to 51%. Besides, the 
global economy has not substantially improved and 
energy prices will be on a declining tendency. From 
a short-term perspective, energy prices will still be 
subject to policy changes and Middle East situations 
and fluctuations can be expected. 

4.2  Monetary Policies
The intermediate target of monetary policies refers 
to the parts that are the first to be influenced when 
the central bank implements its monetary policies, 
such as interest rates and currency supply. Central 
banks’ monetary policies usually first influence 
intermediate target variables and then the variables 

of final targets, such as the output, employment, 
prices and international revenue and expenditure. 
For the sake of a better statement, all monetary 
policy targets and tools, except those specially 
mentioned, are referred to the intermediate 
targets or tools of these monetary policies. Some 
monetary policy tools on the M2 and interest rate 
changes among E11 economies will be analyzed as 
follows. 

4.2.1  Big Differences in Economic Monetization 

The degree of a country’s economic monetization 
is usually measured by the ratio of its M2 volume 
to the GDP. Such a ratio is a reflection of the 
proportion of the country’s economic transaction 
with currencies as the intermediary. So far there 
are different statistical calibers on the M2. For 
example, the calculation of M2 in the US excludes 
large-denomination time deposits (more than 
USD100,000). Besides, personal retirement accounts 
and Keogh plan in both small-denomination time 
deposits and money market funds, which are both 
the long-term deposits, are also excluded from the 
M2 measurement. The ratio of M2 to GDP in the US 
has long stayed at a relatively low level of 50-60%. 
This section of the report will mainly analyze M2 
changes in different economies themselves, instead 
of making horizontal comparisons.

Figure 4.6  Price indexes of global bulk commodities in 2012-2014
Note: 2005 is set as the index benchmark year, with its price index of global bulk commodities as 100. The 2013 and 2014 data are based on 

estimation.  

Source: IMF-WEO, Oct. 2013. 
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Of the E11, the M2/GDP proportion in China 
and Korea is comparatively higher compared with 
other E11 economies (See Figure 4.7). In China, the 
M2 also includes the M1 as well as time deposits 
by enterprises and institutions, household savings, 
foreign currency deposits and securities margins 
reserved by securities companies. In 2011, China also 
included into the M2 the public funds for housing 
construction and deposits put by non-deposit 
financial institutions in deposit financial institutions. 
Korea began expanding the range of M2 statistics 
from 2003, including into the M2 its money market 
funds and bonds, which has led to a considerable 
rise in its M2/GDP proportion. Due to huge statistical 
differences with other economies, there have been 
debates in the academic circle on China’s currency 
oversupply. For more analyses about this, refer to 
the special-topic section of this report.

McKinnon once tried to analyze the process of 
financial deepening in developing and developed 
countries as well as their gap in terms of the degree 
of financial development by using the indices of 
their ratio of currency supply to nominal GDP. The 
applied Stanford University economist believes that 
the low inflation and high interest rate policy will 
raise the M2/GDP ratio. For developing economies, 
a high M2/GPD ratio will help promote economic 
growth. In 2012, Argentina, Brazil and Saudi Arabia 
all witnessed a fast expansion in terms of their 
M2/GDP ratio, but the speed of their economic 
growth was obviously lower than that of their M2 
growth. In South Africa, the growth of its currency 
supply was lower than its economic growth, which 
reflected to some extent that its monetary policies 
played a limited role in boosting and supporting its 
economic development.

 

Figure 4.7  M2/GDP ratio of the E11 in 2009-2012
Source: CEIC, Dec. 2013.

4.2.2  Debates on China’s “High-Degreed 
Economic Monetization” 

Countr ies  with  a  re lat ive ly  h igh degree of 
monetization are usually dominated by indirect 
financing and countries on the opposite usually raise 
funds through direct financing such as negotiable 
securities. With no “either good or bad” differences 
between the two, different degrees of monetization 
and different financing methods will  decide 
the choosing of different monetary policy tools. 

China is an E11 member with the highest degree 
of monetization, with its M2/GDP ratio reaching 
81.92% in 1990. The ratio rose to 179% in 2009 and 
further skyrocketed to 184.6%. Such a super-high 
level of monetization is closely related with the high 
dependence of China’s financial business on the 
banking sector. The country’s banking sector had 
held 92.8% of its financial assets until 2010 and bank 
credit had played the role as the most important 
financial tool in more than half of the country’s 
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Table 4.1  Scale of China’s social financing in 2002-2013 (100 million yuan)

Year
Scale of 

social 
financing

Specifics of social financing scale

RMB loans
Foreign 

currency 
loans

Entrusted 
loans

Trust 
loans

No 
discount 

bank 
acceptance 

bills 

Corporate 
bonds

Domestic 
stock 

financing by 
non-financial 

enterprises

2002 20,112 18,475 731 175 n.a. -695 367 628

2003 34,113 27,652 2,285 601 n.a. 2,010 499 559

2004 28,629 22,673 1,381 3,118 n.a. -290 467 673

2005 30,008 23,544 1,415 1,961 n.a. 24 2,010 339

2006 42,696 31,523 1,459 2,695 825 1,500 2,310 1,536

2007 59,663 36,323 3,864 3,371 1,702 6,701 2,284 4,333

2008 69,802 49,041 1,947 4,262 3,144 1,064 5,523 3,324

2009 139,104 95,942 9,265 6,780 4,364 4,606 12,367 3,350

2010 140,191 79,451 4,855 8,748 3,865 23,346 11,063 5,786

2011 128,286 74,715 5,712 12,962 2,034 10,271 13,658 4,377

2012 157,631 82,036 9,164 12,841 12,847 10,499 22,551 2,507

2013* 160,591 84,092 5,339 22,738 17,305 6,073 17,771 1,850

Note: The Jan.-Nov. data of 2013 are used to represent the full year. 

Source: People’s Bank of China, Jan. 2014.

4.2.2  A Policy Tendency towards Interest Rate 
Easiness  

The interest rate policy refers to the ways and 
measures used by central banks to control and 
regulate market interest rates to influence the supply 
and demand of social funds. It is an important 
means central banks can employ to indirectly sway 
the scale of credit. Liquidity conditions of short-
term currency markets in all countries are mainly 

reflected by their central bank policies.  
All the E11 economies have maintained a 

stable or loose interest rate policy except Brail. 
On one hand, as mentioned in the foregone 
paragraphs, various economies have recently 
maintained price stability without big inflation 
pressures. On the other hand, economic slowdown 
has prompted quite a few economies to embrace 
a relatively loose monetary policy in an effort to 

financial market. Given the establishment of a 
banks-dominated financial system and structure, 
the country’s control and regulation of the banking 
sector can directly influence the liquidity of its 
whole financial market. A simpler financial structure 
will also make its monetary policy tools simpler and 
more explicit and produce more obvious effects.

In early 2004, China’s State Council, its Cabinet, 
promulgated a guideline document aimed at 
promoting the reform, opening-up and steady 
development of its capital market. The document, 
which made clear the strategic status of the capital 
market in national economic development, mapped 
out the development of the direct financing market 
as the key point and important direction for the 

country’s financial reforms. With the development 
of China’s financial market and the deepening of its 
financial disintermediation, the role of its traditional 
bank credit mechanism will decline while the 
interest rate mechanism, as a means of monetary 
policy transmission, will play an increasingly 
important role. When it comes to the scale of social 
financing, China’s credit aggregate grew by 6.8-fold 
(See Table 4.1) in 2012 from the 2002 level while 
corporate bonds financing grew by 61-fold and 
stocks financing grew by roughly 4-fold. The higher 
a country’s financial disintermediation, the lower its 
M2/GDP ratio. With the diversified development of 
its financial structure, China’s M2/GDP ratio will be 
on the gradual decline. 
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stabilize their economic development. In 2013, Brazil 
adopted a relatively tightened monetary policy out 
of two reasons. First, despite the easing of inflation 
pressures, the CPI in the country still stayed near the 
upper level of its range of inflation target. Second, 
under the influence of international capital outflows, 
the BRL faced some big devaluation pressures. 
However, the South American country’s economic 
growth does not remain optimistic. It is expected 
that after the influence of international impacts 

subsides in 2014, Brazil will adjust its monetary 
policy direction toward the similar choice taken 
by other E11 members. As shown in the Figure 4.8, 
Saudi Arabia, China, Indonesia, Russia and South 
Africa maintained a relatively stable interest rate 
policy, without making any adjustments in 2013. 
These economies are likely to lower interest rates 
to boost economic development if their economic 
growth further slows in 2014. 

Figure 4.8  Changes of policy interest rates in the E11 and G7 in 2013
Note: Different names are used in different economies for the policy interest rate. For example, it is called as the Special System for 

Settlement and Custody in Brazil, Central Bank Discount Rate in China, the repo rate in India, the loan tool rate in Indonesia, the basic 
interest rate in Korea, Overnight Interbank Call-Loan Rate in Mexico, the weighed rouble loan overnight rate in Russia, the official 
repo rate in Saudi Arabia, the repo rate in South Africa, the benchmark repo rate in Turkey, the overnight inter-bank rate in Canada, the 
main re-financing rate in France, German and Italy, the discount rate in Japan, the basic interest rate in the UK, and the Federal Fund 
Rate in the US. 

Source: CEIC, Dec. 2013.

4.3  Financial Markets

4.3.1 A Steady Rise of Commercial Banks’ Risks-
Resisting Ability 

The capital-asset ratio of commercial banks, the 
proportion of their capital and reserves to their total 
assets, is a reflection of banks’ ability of sustaining 
risks. The sum of capital and reserves includes bank 

capital, non-distributed profits, common and special 
reserves, provision and valuation adjustment. The 
total assets include all non-financial and financial 
assets. Generally speaking, the higher the ratio is, the 
stronger ability commercial banks will have to fend 
off risks and the more guarantees for protecting the 
rights of depositors. However, an excessively high 
ratio also means that capital is not fully utilized, 
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lowering the efficiency of funds distribution. It is 
generally believed that the ideal ratio should stay 
between 5% and 9%.

The bank capital-asset ratio in all the E11 
economies was higher than 6% in 2012, with the 
ratio reaching or exceeding 12% in Saudi Arabia, 
Russia, Argentina and Turkey. Out of their financial 
watchdogs’ requirement for strengthening the 
reserves construction, the ratio in Korea and 
Indonesia rose remarkably from 2010 to 2012 (See 
Figure 4.9). But in Brazil, the ratio has dropped for 
three consecutive years. For other E11 economies, 

there have been both rises and falls when it comes 
to the ratio, without an obvious one-way trend.  

The exit of the quantitative easing policy by 
the Fed will put an end to the prosperity of the 
global bulk commodity market and E11 economies 
will face more complicated and frequent financial 
tests in the years after 2013. To raise the bank 
capital-asset ratio, lower their leverage ratio and 
strengthen the construction of a healthy banking 
system will help emerging economies boost their 
capability to tackle financial risks. 

 

Figure 4.9  Bank capital to asset ratio of the E11 in 2010-2012
Sources: CEIC, Dec. 2013.

4.3.2  A Comparatively Low Non-performing 
Asset Ratio of Commercial Banks 

Non-Performing Loan, which refers to the abnormal 
or problematic loan, usually means that borrowers 
fail to repay the loan and interests to commercial 
banks according to the original lending agreement, 
or there are signs that there is no possibility for 
borrowers to repay the loan and interests to 
commercial banks according to the original lending 
agreement. 

Generally speaking, the self-health conditions 
of the banking system in E11 economies have 
improved. Of the E11, only South Africa has kept a 
continuous rise in its bank NPL ratio over the past 

10 years and a majority of other economies have 
witnessed a considerable decline. In 2012, only 
Russia, South Africa, Brazil and India had an NPL 
ratio above 3%. However, compared with a year 
earlier, South Africa, Brazil and Turkey witnessed a 
certain rise of the ratio, and, due to the influence of 
economic softness, such a rising momentum was 
expected to continue into 2013. Having experienced 
the subprime mortgage and European debt crises, 
developed economies still hold a relatively high 
toxic assets ratio, with the NPL ratio in the eurozone 
and the US reaching as high as 7.15% and 3.9% (See 
Table 4.2) respectively.  
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Table 4.2   Ratio of commercial banks’ NPL to the total lending in the E11 and G7 (%) 
NPL ratio 2000 2006 2010 2011 2012

South Africa n.a. 1.1 2.5 2.4 4.6

Mexico 5.8 1.8 10 11.7 2.2

Russia 7.7 2.4 8.2 6.6 6.7

Brazil 8.3 3.5 1.1 1 3.6

Korea, Republic of 8.9 0.8 2 2.1 1.5

Turkey 9.2 3.9 3 2.3 2.5

Saudi Arabia 10.4 2 3 2.3 n.a.

India 12.8 3.3 3.2 3 3

Argentina 16 3.4 2.5 2.1 1.5

China, People’s Republic of 22.4 7.1 1.2 0.8 0.9

Indonesia 34.4 6.1 10 11.7 2.1

US 1.1 0.8 5.8 4.7 3.9

Canada 1.3 0.4 3.1 3.5 0.6

Britain 2.5 0.9 2 2.1 n.a.

Eurozone 2.6 2.5 1.1 1 7.15

Germany 4.7 3.4 2.5 2.4 n.a.

France 5 3 10 11.7 n.a.

Japan 5.3 1.5 1.9 1.4 n.a.

Italy 7.8 4.9 2.5 2.4 n.a.

Source: CEIC, Dec. 2013.

4.3.3  Contraction in the Degree of Financial 
Market Capitalization 

Compared with developed ones,  emerging 
economies usually lag behind in terms of financial 
development and their ability for stabilizing the 
financial market is also weaker. Their economic 
development is usually more susceptible to the 
external economic impacts. The bid for financial 
stability will remain the biggest challenge to 
E11 economies within the coming five years. 
Capitalization of economic activities will help 
convert corporate assets (including tangible 
assets and future income streams), land and other 
natural resources to negotiable capital through 
the development of property rights, securities and 
financial bonds and improve the efficiency of capital 
utilization and distribution.

China is currently an E11 member with the 
highest proportion of financial market assets to 
GPD (See Figure 4.10), but its stock market now still 
lacks a sufficient liquidity and many shares held 

by domestic enterprises are not negotiable at the 
market. Many listed companies have not extended 
bonus to shareholders. Of the E11, Argentina is the 
one with the lowest ratio of financial capitalization. It 
is also the E11 member with most frequent financial 
turbulences. Due to the IMF’s refusal to offer the 
government of Argentina a required USD1.3 billion-
worth emergency lending aid, the Latin American 
country suffered a financial crisis of the largest 
magnitude in its history in 2001. Although memories 
of the crisis had not completely faded out, the 
nationalization of private pensions in 2008, the high 
inflation ratio and a raised import tariff in 2012 once 
again plunged the country’s financial market into 
disturbance.

To cultivate and develop a sound and matured 
financial structure, take practical measures to 
expand the size of their financial sector, enhance 
financial stability and strengthen the construction of 
reverse-cyclical measures will help E11 economies 
boost their capability to cope with external financial 
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impacts. So far, of the E11, a financial mutual-
supporting mechanism among BRICS members 
has been completed, realizing a regular currency 
swap and putting in place the reserve mechanism 
and other precautionary measures against financial 

crises. If broader cooperation can be conducted 
among the E11 economies, that will help boost the 
overall financial stability of emerging economies 
and maintain a stable financial environment badly 
needed for economic development. 

 

Figure 4.10  Proportion of financial market capital to GDP in the E11 in 2010-2012
Source: CEIC, Dec. 2013.

4.3.4  Stock Market Turmoil in Some E11 
Economies 

The securities market, which can realize connections 
between funds-raising and investment in the 
manner of securities issuance and trading, belongs 
to a direct financing platform. Securities trading, a 
kind of way to realize capitalization, can effectively 
resolve capital supply-demanhd contradictions and 
the difficulties brought about by capital structural 
adjustments. The securities market can not just 
reflect and regulate capital flows; it also can produce 
important influences on the whole economy. In 
2013, quite a few E11 economies underwent a 
drastic rise or fall at their stock markets (See Figure 
4.11). In the second quarter of the year, the stock 
indicators in Russia and Brazil tumbled 13.1% and 
9.6% respectively. In the third quarter, Turkey and 
Indonesia also suffered a drastic drop, with their 
stock indicators losing 13.7% and 12.1% respectively. 
But in Argentina, the index had risen by over 10% 

for two consecutive quarters by the end of the year, 
with the fourth quarter witnessing a rise as high as 
34.8%. 

The QE adopted by developed economies 
after the global financial crisis has injected into the 
international capital market sufficient capital funds. 
Due to the limited space for economic growth in 
developed economies, a large portion of increased 
liquidity has swarmed into emerging economies. 
As the Fed and central banks of other developed 
economies are poised to phase out of the previous 
super-conventional easing monetary policy and 
with the rise in fund-raising costs and the successive 
recovery of developed economies, some changes 
will take place to the direction of international 
capital flows. Signs have emerged of a serious 
capital exodus from Indonesia, Brazil and India, 
which has put or is putting their stock markets on a 
rigorous test. 
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Figure 4.11  Stock market changes in the E11 in 2013 (2007=100)
Note: The index choice of the stock market in various economies is as follows: Buenos Aires Stock Exchange Merval Index, Argentina; Sao 

Paulo BM & FBOVESPA Index, Brazil; Shanghai Composite Index, China; Bombay Stock Exchange Index, India; Indonesian Stock 
Exchange Index, Indonesia; KOSPI Index, Korea; Mexico Stock Exchange Index, Mexico; Russia RTS Index, Russia; Saudi Stock 
Exchange Index, Saudi Arabia; Johannesburg Index, South Africa; Istanbul Stock Exchange Index, Turkey. 

Source: CEIC, Dec. 2013.
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5.1  Fiscal Revenues and 
Expenditures

5.1.1  Expansion of the Fiscal Deficit

The system of fiscal revenue and expenditure in 
itself plays a reverse-cyclical automatic regulatory 
function on the economy. In addition, the special 
fiscal revenue and expenditure arrangements made 
by the government for stabilizing the economy 
or stimulating economic growth can further 
strengthen the supporting role of fiscal policy tools 
in economic growth. In 2013 all E11 economies are 
comparatively good in terms of their overall fiscal 
balancing capability, except India, South Africa, 
Mexico and Argentina, the four E11 members that 
hold a relatively high proportion of the fiscal deficit 
to their gross domestic product, which stands at 
8.5%, 4.9%, 3.8% and 3.5% respectively. The other 
seven E11 members all have a fiscal deficit lower 
than 3% of their GDP. Of the G7, only Germany has 
successfully put its fiscal deficit under 3% (See Figure 
5.1) of the GDP.  

Due to the influence of economic deceleration, 
the fiscal balancing capability of all E11 economies 
began to weaken in 2013. Despite a declining 
proportion of their fiscal surplus to GDP, Korea and 
Saudi Arabia still maintain a surplus in terms of their 
fiscal revenue and expenditure. The changes of fiscal 
revenue and expenditures are mainly a result of the 
expansive fiscal policies adopted by E11 economies 
to deal with economic growth deceleration, their 
increased fiscal spending that has resulted from 
their measures to check capital outflows as well as 

the automatic stabilizing role of their fiscal revenue 
and expenditure. Contrary to those of the E11, 
the G7 economies witnessed a contracted fiscal 
deficit in 2013 as their economy tended to stabilize 
although the fiscal deficit of developed economies 
generally stays at a relatively higher level.  

5.1.2  Ratio of Total Government Debts to GDP 
Comes to Stabilize    

There are four ways for a country to make up for 
its fiscal deficit, namely increasing taxes, increasing 
currency issuance, issuance of national debt and 
spending cuts. But for many countries, increasing 
taxes and reducing spending will usually encounter 
huge social obstruction. Thus, a more convenient 
option is the issuance of national debt or increasing 
currency issuance. The factor of inflation being 
considered, the issuance of national debt is usually 
believed to be a safer and more common choice. 
There are two ways that are usually used to measure 
a country’s government debt ratio. One is the ratio 
of its debt to GDP (as required by the SGP1), and 
the other is to what degree that its government 
can refrain from utilizing bonds issuance to meet its 
spending demands (primary balance)2.
1  According to the Clause 12 of the EU Stability and Growth Pact, 

the fiscal deficit of its member states should be under 3 percent 
of their GDP, and their public debts should be put under 60 
percent of GDP.

2  The latter is more complicated. According to the Organization 
for Economic Cooperation and Development (OECD), primary 
balance refers to government net borrowing or net lending 
excluding interest payments on consolidated government 
liabilities. In Japan, primary balance describes the condition 
where expenditures (excluding interest payment and debt 
redemption) are covered by revenues excluding bond revenues 
(deficits). In this condition, general expenditures for the year 
and the tax burden for the same year are balanced.
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 Figure 5.1  Proportion of government fiscal balance to GDP 
in the E11 and G7  in 2011-2013

Note: The 2013 data are based on estimation.

Source: CEIC, Dec. 2013. 

Compared with that of the developed economies, 
the proportion of the overall government debt of 
E11 economies is at a relatively low level, with the 
proportion standing at roughly 68% in Brazil and 
India while lower than 50% in other E11 members. 
Under  the  in f l u e n c e  o f  e c o n o m i c  gro w t h 
deceleration in 2013 and the gradual expansion 
of their fiscal deficits, the proportion of the overall 
debts of India, Mexico, South Africa, Indonesia and 
Russia to their GDP were on a rise. Of the E11, only 
China, Turkey, Argentina and Saudi Arabia have 
witnessed a decline in terms of the proportion. 
The total government debts of G7 economies are 
all over 80% of their GDP. All G7 economies, except 
Germany, have witnessed a rising government 
debt/GDP ratio, of which, Japan, Italy and the US 
have seen the ratio exceed 100% of their GDP. For 
Japan, its total government debt is expected to 
rise to 243% of GDP in 2013, but 93% of the debt 
is held by its nationals, which will help guarantee 
the stability of its national debt market (See Figure 
5.2).

According to the study made by Reinhart 

and Rogoff (2009)1 on the history of debt crises, a 
country cannot avoid debt default if the proportion 
of its total debt to GPD is over 150%, or its annual 
fiscal deficit is enormous and its payment of 
interests exceeds 25% of GDP. With such a scenario, 
the outbreak of debt default is only a matter of time. 
From this perspective, government fiscal conditions 
of E11 economies are still in a comparatively safe 
stage. 

5.1.3  Big Fluctuations of the Public Debt 
Interests/Fiscal Spending Ratio

Since 2010, the proportion of public debt interests 
to fiscal spending has experienced relatively big 
fluctuations in E11 economies (See Figure 5.3). Of 
the E11, India has been maintaining the highest 
level in terms of the proportion. In particular since 
2011, the proportion has been on a steep rise in 
the country, which reached 22.1% in 2013. In 2011, 
the proportion was also as high as 19.3% in Brazil. 
Despite a slight decline in 2012, the proportion 
in the South American nation still mounted to 
1  Reinhart C. M., Rogoff K. S., This Time is Different: Eight 

Centuries of Financial Folly. Princeton: Princeton University 
Press, 2009.
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20.6% in 2013 under the influence of its economic 
deceleration as the result of international financial 
turbulences. In addition to India and Brazil, Turkey 
and Argentina also once saw the proportion exceed 
15%, but it recently declined below 15% in both 
economies.  

China is an E11 member under the smallest 
pressure to pay off public debt interests. In 2010, 
the propor tion of China’s government debt 
interests to its fiscal expenditure was only 1.2%. 
Such a low ratio mainly lies in the comparatively 
limited scale of its national debt. In China, the main 
purpose for national debt issuances is for making 
up for its fiscal deficit. In 2010, China’s net public 
debt was roughly 6.5 trillion yuan, about 16.3% 
of its GDP. China’s low ratio of fiscal deficit and 
slow debt growth are also attributed to its fiscal 
balance management concept, the one that bases 
the country’s expenditures on its fiscal revenues. 
According to China’s law on fiscal budget, the 
country’s local governments are not empowered to 
issue local government debt, thus putting the scale 

of its local debt market under a strict limitation.1 
The ratio of Russia’s government debt interests to its 
fiscal outlays was also comparatively low, which was 
about 2.9% in 2013. During his second term, Russian 
President Vladimir Putin defines 1,063 enterprises 
distributed in the sectors of national defense, oil, 
natural gas, transportation, power, foreign trade, 
banking, fishery and steel and iron manufacturing 
as state-owned sectors with strategic significance. 
Such a nationalization strategy has extremely 
strengthened the financial power of Russia’s 
central government and played a positive role in 
boosting its fiscal capability. However, Russia’s fiscal 
performance is susceptible to price fluctuations of 
world’s bulk commodities.    

Due to its colossal debt aggregates, the 
proportion of Japan’s debt interests to its fiscal 
expenditures was as high as 21.6% in 2013, the 
highest among the seven developed economies. 

1  Due to its relatively special nature, China’s local debt that is 
issued in the form of corporate bonds, such as city investment 
bonds, is not included by this report into the country’s total debt.

Figure 5.2  Proportion of total government debts to GDP 
in the E11 and G7 in 2012-2014

Note: The 2013 and 2014 data are based on estimation.
Source: IMF-WEO, May, 2013.
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Italy was immediate after Japan, and then came the 
US, with its outlay of debt interests rising from 9.8% 
of its fiscal outlay in 2010 to 10.6% in 2013. European 
countries generally range from 7% to 12% when 
it comes to the ratio. In 2013, the ratio was 6.9% in 
Canada, meaning it enjoyed the most powerful fiscal 
capability sustainability among the G7 economies. 

Although the propor t ion of  the ent i re 
government debt to GDP in developed economies 
is far higher than that in emerging economies, the 
former has a lower ratio of debt interests to their 
total fiscal outlays than the latter. One reason is that 

compared with developed economies, emerging 
economies have a much lower government debt 
credit rating, which means they have to pay a higher 
financing cost. Another reason is that developed 
economies, as mature economies, usually have 
a relatively larger fiscal outlay. To tackle their 
economic slowdown, India and Brazil will possibly 
adopt a loose fiscal policy in the latter half of 2014 
and expand their fiscal spending. This, if it comes 
true, is expected to lower the proportion of both 
economies’ debt interests to their fiscal expenditure. 

Figure 5.3  Proportion of public debt interest payments to government 
expenditure in the E11 and G7 in 2010-2013

Notes: 1. The proportion does not reflect a full-year scenario; it is only a calculation based on available monthly or quarterly data. 
            2. The data for China after 2010 are unavailable, and there are no data for Saudi Arabia.
Sources: CEIC, Dec. 2013; calculations by the report’s author.

5.2  Balance of International 
Payments 
5.2.1  Current Account Comes to Balance

The current account has come to balance in 
Saudi Arabia, Russia, India and South Africa from 

2012 to 2014, but it has witnessed a slight deficit 
expansion in China and Mexico during the same 
period. Among them, Saudi Arabia and Russia have 
experienced a considerable decline in their trade 
surplus owing to the decline of bulk commodity 
prices. When it comes to India and South Africa, their 
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currency devaluation has promoted their exports. 
At the same time, various limitations imposed by 
the two economies on imports, including levying an 
extra consumption tax and tariff on gold, silver and 
other goods, have also contributed to the balance 
of their current account.

Of the E11, the economies with the highest 
proportion of the current account surplus to 

GDP in 2013 were Saudi Arabia (19.3%), Korea 
(4.6%) and Russia (2.9%), while the ones with the 
proportion of the current account deficit to GDP 
exceeding 5% were Turkey (7.4%) and South Africa 
(6.1%) (See Figure 5.4). Of the G7, Japan’s current 
account surplus rose to 1.22% of its GDP owing to 
considerable yen depreciations. 

 Figure 5.4  Proportion of current account surplus to GDP 
in the E11 and G7 in 2012-2014

Note: The plus figures represent a current account surplus and the minus figures represent a current account deficit. The 2013 and 2014 
figures are based on estimation.

Source: CEIC, Dec. 2013. 

Since the start of the 21st century, trade conditions 
for E11 economies have generally undergone the 
following three stages: a period of improvement 
before 2008; a deteriorating period in 2009; a new 
period of improvement after 2009 (see Figure 3.6). 
Such a three-stage change is exactly opposite to 
what G7 economies have experienced. The three-
stage change occurred almost with the same 
pace with the changes of global bulk commodity 
pr ices and the dollar index: during the f irst 
stage, the prices of global bulk commodities 

experienced a rise and the dollar experienced 
depreciations; during the second stage, the 
prices of global bulk commodities experienced a 
decline and the dollar continued its revaluation 
for its “role as a safe haven”; and during the third 
stage, the prices of global bulk commodities 
once again rose and the dollar returned to its 
declining trajectory. However, as this report ’s 
chapter II points out, 2011 marked a new turning 
point for the prices of global bulk commodities. 
That means E11 economies once again would 



54

Boao Forum for Asia
Development of Emerging Economies Annual Report 2014

encounter harsh trade conditions in 2013.  
From the perspective of individual economies, 

all E11 economies experienced continuous im-
provements in their trade conditions from 2009 
to 2011, except China, Korea and Turkey, which 
witnessed their trade conditions worsening 
during the same period. For China and Korea, their 
worsened trade conditions were mainly attributed 
to their strong currencies. Of the G7, only Canada 
experienced improvements in its trade conditions 
during the three years. However, after 2011, some 
emerging economies have experienced both 
depreciations of their currencies against the dollar 
and the decline of bulk commodity prices. Trade 
conditions have varied among the E11 economies 
based on their different conditions, with some 
economies facing improved trade conditions and 

some economies worsened conditions.  

5.2.2  Decline of the External Net Assets/GDP 
Ratio

All the E11 economies suffer an NIIP deficit except 
Russia, Argentina, China and Saudi Arabia that 
have an NIIP surplus. Since the global financial 
crisis, many E11 economies have experienced 
a substantial decline in the ratio of NIIP to GDP 
(See Figure 5.5) and only Korea, South Africa and 
Brazil have witnessed NIIP improvements. The 
G7 members all belong to a net foreign debtor 
except Japan and Germany,  two tradit ional 
developed economies that enjoy a trade surplus. 
Among them, I taly,  the US and France have 
witnessed an increase in terms of their external 
debts, meaning the further worsening of their 
NIPP. 

 

Figure 5.5  NIIP/GDP ratio in the E11 and G7 in 2009-2012
Note: The calculation method is the NIIP divided by nominal GDP (converted into the current-price dollar). The NIIP data standard is BPM6, 

but the standard for Russia’s NIIP calculation in 2009-2011 is based on BPM5.

Source: CEIC, Dec 2013. 

Of the E11, Saudi Arabia was the largest 
international creditor, with the ratio of its NIIP to 
GDP reaching 87% in 2011. China was immediate 
behind Saudi Arabia, with its ratio of NIPP to GDP 
reaching 21% in 2012. However, the ratio has been 
on the decline in China. China’s colossal economic 
bulk being considered, such a proportion is already 

at a comparatively high level, but it still has a long 
distance with Japan (57.6%) and Germany (42%) 
in terms of the ratio in the same year. One major 
reason for China’s declining NIIP/GDP ratio is its 
slower speed of overseas assets expansion than 
its GDP growth rate. In the third quarter of 2013, 
China finished a USD18.687 billion-worth deal on 
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overseas acquisition and another USD14.54 billion-
worth investment intention was reached. Of these 
projects, mining and manufacturing holds 62% and 
31% respectively, making them China’s largest and 
second-largest sector for overseas acquisitions. At 
the same time, the financial (especially derivatives 
transaction) and real estate sectors have also 
gradually gained a sound footing in their overseas 
moves. When it comes to the investment destination, 
North America (mainly the US, Canada and Bermuda) 
have become a first choice for China’s overseas 
acquisitions. But Asia and Europe have become 
the regions where China has the largest number of 
investment projects, which altogether account for 
72% of China’s overseas investment projects. The 
rapid rise in the NIIP of Turkey, Indonesia and Mexico 
mainly lies in a large-scale foreign capital inflow. 
The three economies were expected to gradually 
improve their NIIP conditions in 2013. 

5.2.3  Payment Ability for Import Fluctuating 

From the late 20th century, international private 

capital flows have become fierce. The inflow of 
global net private capital to emerging markets 
drastically rose from USD125 billion in 2002 to a peak 
USD1,426 billion in 2007 on the eve of the global 
financial crisis, growing 10-fold in five years. Due to 
more conveniences for capital inflow and outflow, 
emerging market economies faced an increased 
possibility for the outbreak of a financial crisis 
starting from the 1990s, with the crises sweeping 
across Mexico, Latin America, Asia and Russia. 
During the 1997 Asian financial storm, the IMF 
extended a helping hand to some hard-hit Asian 
economies, but its terms for assistance were 
particularly stern so that some countries in need 
had to give up borrowing, such as Indonesia and 
Korea. Since the crisis, emerging economies have 
been more inclined to use foreign reserves for 
self-protection and prevention of capital exodus. 
E11 economies usually have a stock of foreign 
reserves that can pay for more months of import 
than a majority of developed economies (See 
Figure 5.6).

Figure 5.6  Amount of months that the E11 and G7 could pay their imports 
with foreign reserves in 2008-2012 

Source: CEIC, Dec. 2013. 
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In 2012, there were four of the E11 economies 
whose foreign reserves could pay an import of 
more than 10 months. They were Saudi Arabia (35 
months), China (19 months), Brazil (12 months) and 
Russia (10 months). Other E11 members also had 
a foreign reserve that can sustain more than 4.5 
months of import. Due to the lack of good domestic 
economic performance and feeble international 
demands, emerging economies’ capability of 
absorbing foreign reserves has to some extent 
weakened. It is expected that the amount of months 
that E11 economies can use their foreign reserves to 
sustain imports will see a slight decline in 2013 while 
maintaining generally stable. Of the G7, only Japan 
owns a colossal foreign reserve, which is sufficient 
to pay a 14-month import, and other members only 
have a foreign reserve merely enough for a 3-month 
import. Even in Germany, which enjoys a trade 
surplus like Japan, foreign reserves can only support 
a 1.7-month import. 

A main reason for emerging economies to 
extensively hold a comparatively high foreign 
reserve lies in the profound lessons they have 
learned from the past crises. More importantly, 
emerging economies have also realized that they, 
not as the issuer of some leading international 
currencies, have a weak capability for currency 
exports and thus have to turn to foreign reserves 
for precaution against the impact of short-term 
international capital. External impacts usually 
inf luence their  domestic economy through 
exchange rates and the supply and demand of 
capital products. To maintain a moderate amount 
of international reserves will help E11 economies 
better brace themselves for external risks and defuse 
speculation threats. 

5.2.4  Limited Ability in Paying Off Foreign 
Debts for Most Economies

International reserves are a kind of acceptable 
assets held by a country’s monetary authorities that 

can be used for international payment, balancing 
its international revenues and expenditure and 
promoting its exchange rate stability. International 
reserves include gold, foreign reserves as well as 
reserve position and the special drawing rights (SDR) 
at the International Monetary Fund. Among them, 
foreign reserves, as a kind of international financial 
assets with a high liquidity, play an important role 
in dealing with a short-term debt or currency crisis. 
According to the Guidott-Greenspan-IMF rule, 
the foreign reserves held by emerging economies 
should at least equal their short-term external debts 
(one-year or less maturity). Another measurement of 
a country’s foreign reserves is the ratio of its foreign 
reserves to its M2 supply. For countries that adopt a 
managed floating or a fixed exchange rate system, 
such a ratio should be 10% to 20%.     

Of the nine E11 economies with available 
d a t a ,  t h e  fo r e i g n  r e s e r v e s  h e l d  b y  I n d i a , 
Brazil, China and Russia are over 50% of their 
foreign debts (See Figure 5.7). Such a ratio has 
consolidated their capability to tackle a possible 
debt crisis.  Although Brazil and India have a 
comparatively large proportion of government 
debts, in particular although the fiscal deficit 
in India has notably expanded in recent years, 
there is no much possibility a debt crisis to break 
out in the two economies. Nevertheless, due 
to India’s continuous current account deficit, 
the proportion of India’s foreign reserves to 
its whole foreign debts continued a declining 
tendency in 2013 from previous four years after 
New Delhi experienced the storm of 2013 rupee 
depreciations. The total government debts in 
Argentina, Mexico and South Africa are generally 
at a comparatively high level. At the same time, 
a comparative foreign reserves insufficiency will 
put the three economies at a generally weak 
position when dealing with the impact of short-
term economic fluctuations. 
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Figure 5.7  Proportion of foreign reserves to foreign debts in the E11 in 2009-2012
Note: The data for Korea and Saudi Arabia are unavailable.

Source: CEIC, Dec 2013. 
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6.1  Foreign Trade
In 2013, international trade was difficult to reverse 
a slow-pace growth trend from the previous year. 
According to the WTO forecast in September 2013, 
the full-year volume of global goods trade was 
expected to grow by 2.5% in 2013, lower than 
3.3% it estimated in April. The export and import 
volumes could grow by 1.5% and decline by 
0.1% respectively in developing economies and 
grow by 3.6% and 5.8% respectively in developed 
economies. A declining growth forecast indicates 
that global trade lacks a stable propping factor. 
Against this backdrop, the foreign trade growth of 
the E11 economies has also slowed and taken on 
the following characteristics.

6.1.1  A New Record High in the Trade Volume 
Highlighting Their Important Trade Status

In 2012, the foreign trade volume of the Ell 
economies reached USD9.46 trillion, which, a new 
record high, accounted for 26.1% of the world’s 

total, an increase of 0.9 percentage points from 
the previous year. Of the value, export accounted 
for USD4.91 trillion, 27.5% of the global total, 1.1 
percentage points higher than a year earlier, and 
import reached USD4.56 trillion, 24.7% of the world’s 
total, or 0.7 percentage points up from the previous 
year. In 2012, Russia’s export volume totaled 
USD524.48 billion, the first time it had exceeded 
USD500 billion (See Table 6.1). China’s export value 
totaled USD2.05 trillion, the highest among the 
E11 economies. In the � rst half of 2013, the foreign 
trade volume of the E11 economies reached USD4.8 
trillion, accounting for 26.4% of the world’s total, 
of which USD2.47 trillion was export, 27.5% of the 
world’s total, and USD2.33 trillion was the import, 
25.4% of the world’s total (See Figure 6.1). The full-
year trade volume of the E11 economies in 2013 
is expected to hit a new record high. A rising 
proportion of the E11 economies has highlighted 
their increasingly important status in international 
trade.

Table 6.1  Import and export volumes of the E11 in 2011-June 2013 (USD million)
2011 2012 First half of 2013

Export

Argentina 82,119 78,575 36,998

Brazil 256,038 242,138 114,227

China, People’s Republic of 1,899,278 2,050,091 1,053,047

India 307,071 297,261 155,435

Indonesia 203,496 190,031 91,069

Korea, Repubic of 555,397 547,858 276,528
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2011 2012 First half of 2013

Mexico 349,375 369,174 184,146

Russia 495,883 524,483 254,622

Saudi Arabia 330,391 365,971 167,492

South Africa 96,683 88,429 59,630

Turkey 134,907 152,462 75,149

E11 4,710,637 4,906,472 2,468,343

World’s total 17,814,200 17,852,820 8,991,440

Import

Argentina 73,437 68,514 37,066

Brazil 248,833 245,417 129,248

China, People’s Republic of 1,741,429 1,817,344 943,807

India 465,076 490,414 249,254

Indonesia 177,435 191,691 94,411

Korea, Repubic of 524,375 519,584 256,515

Mexico 385,927 407,826 205,599

Russia 295,359 316,850 151,938

Saudi Arabia 127,703 150,876 80,671

South Africa 108,922 111,608 58,160

Turkey 240,842 236,545 125,838

E11 4,389,337 4,556,671 2,332,505

World’s total 18,315,870 18,422,710 9,184,910

Import and export

Argentina 155,556 147,090 74,064

Brazil 504,870 487,555 243,475

China, People’s Republic of 3,640,707 3,867,435 1,996,854

India 772,147 787,675 404,689

Indonesia 380,931 381,722 185,479

Korea, Repubic of 1,079,772 1,067,442 533,043

Mexico 735,302 777,000 389,745

Russia 791,242 841,333 406,560

Saudi Arabia 458,094 516,847 248,162

South Africa 205,605 200,037 117,790

Turkey 375,749 389,007 200,987

E11 9,099,975 9,463,143 4,800,847

World’s total 36,130,070 36,275,530 18,176,350

Source: IMF, DOT database, Dec. 2013.

continued
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6.1.2  Trade Growth Slowing Down and 
Protectionism Still Remaining a Major Obstacle

Since 2012, the foreign trade growth of the E11 
economies has rapidly declined, with the nominal 
growth rate being lower than their economic 
growth, a sign that demonstrates that post-crisis 
trade recovery still faces an uphill task. In 2012, the 
E11 economies witnessed a 4.0% growth in terms of 
their nominal foreign trade (See Figure 6.2), of which, 

export grew by 4.2% (See Figure 6.3) and import 
3.8% (See Figure 6.4). In the first half of 2013, the 
E11 economies still saw a growth of 4.0% year-on-
year in terms of their nominal foreign trade volume. 
Due to shrinking external demands, especially the 
demands from major developed economies, the 
export growth of the E11 declined to 3.5% year-
on-year during the six-month period while the 
import growth increased to 4.4% from a year earlier. 

Figure 6.1  Proportion of foreign trade of the E11 to global total in 2011-June 2013
Source: IMF, DOT database, Dec. 2013.

Figure 6.2  Nominal import and export growth rate of the E11 in 2012-June 2013
Source: IMF, DOT database, Dec. 2013.



62

Boao Forum for Asia
Development of Emerging Economies Annual Report 2014

From the perspective of individual economies, 
South Africa, China and Argentina achieved a 
comparatively good foreign trade performance 
in the first half of 2013, with an increase of 18.8%, 
8.6% and 8.1% year-on-year respectively. Other E11 
economies witnessed a lower foreign trade growth 
during the same period, and among them, Saudi 
Arabia, Indonesia and Korea su� ered a growth rate 

of -5.9%, -4.1% and -1.1% respectively. Notably, 
despite their trade growth deceleration, the E11 
economies, however, have also achieved a much 
better trade performance if compared with 0.4% 
and 0.6% growth rate the global trade achieved 
during 2012 and the first half of 2013. The E11 
is still an important driving force of global trade 
growth.

Figure 6.3  Nominal export growth rate of the E11 in 2012-June 2013
Source: IMF, DOT database, Dec. 2013.

A slow trade growth rate in the E11 economies 
is to some extent related to trade protectionism. 
According to the Global Trade Aler t ,  a report 
published by the British Center for Economic 
Policy Research (CEPR), there were a total of 
3,784 protectionist measures in the world during 
November 2008 to September 2013, of which 891 
involved unfair trade protectionist measures. From 
June 2012 to September 2013 alone, as high as 
1,354 additional protectionist measures were put in 
place, and 254 of them involved inequitable trade 
measures. These unfair protectionist measures 
have directly affected the trade growth of the E11 
economies.

6.1.3  Easing of External Economic Imbalances

For the E11 economies, compatible with their 

trade growth deceleration was the easing of their 
external economic imbalances in 2013. In the 
first half of 2013, the E11 economies witnessed 
a USD135.838 billion-worth trade surplus (See 
Table 6.2), decreasing by USD15.642 billion from a 
year earlier, which reversed the surplus expansion 
momentum from the previous year. Seen from 
the proportion of their current accounts to GDP, 
the E11 economies have maintained a continuous 
declining momentum since 2007. According to 
the IMF forecast, the proportion of current account 
surplus to GDP was 1.0% in the E11 economies in 
2013, a decline of 0.2 percentage points from the 
previous year. Meanwhile, the proportion of the 
current account de� cit to GPD was 1.2% for the G7 
economies during the same period, 0.1 percentage 
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points down from a year earlier (See Figure 6.5). The 
narrowed gap between developed and emerging 
economies in terms of their proportions of current 

accounts to GPD is a testament to the easing of 
global economic imbalances.

Figure 6.4  Nominal import growth rate of the E11 in 2012-June 2013
Source: IMF, DOT database, Dec. 2013.

Table 6.2  Balance of foreign trade of the E11 in 2011-June 2013 (USD million)

2011 2012 First half of 2013

Argentina 8,682 10,061 -67

Brazil 7,205 -3,280 -15,021

China, People’s Republic of 157,849 232,747 109,240

India -158,005 -193,153 -93,819

Indonesia 26,061 -1,660 -3,342

Korea, Repubic of 31,022 28,274 20,013

Mexico -36,552 -38,652 -21,452

Russia 200,524 207,633 102,684

Saudi Arabia 202,687 215,094 86,821

South Africa -12,239 -23,179 1,471

Turkey -105,935 -84,083 -50,689

E11 321,300 349,801 135,838

Source: IMF, DOT database, Dec. 2013.
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Figure 6.5  Proportion of current accounts to GDP in the E11 and G7 in 2000-2014
Note: The 2013 and 2014 data are based on estimates.
Source: Calculations based on IMF and WEO database.

6.1.4  Commodity Trade Structure Stepping 
towards Optimization

In the first half of 2013, the commodity export 
volume of the E11 economies, excluding Saudi 
Arabia, reached USD2.166,788 trillion, an increase 
of 1.1% year-on-year. Of the value, the export of 
mechanical and electrical products was USD659.526 
billion, 10.2% up from the previous year, while the 
export of minerals was USD270.763 billion, a sharp 
decrease of 21.9% from a year earlier (See Table 
6.3). The proportion of mechanical and electrical 
products to the whole export volume has been 

continuously rising, with it increasing to 30.4% in the 
first half of 2013, while the proportion of minerals 
has declined to 12.5%. When it comes to export, the 
E11 economies have witnessed further optimization 
of its structure. In terms of import, the E11 has a 
relatively big demand for minerals and other raw 
materials, with its minerals import, not including 
Saudi Arabia, totaling USD539.640 billion, 24.6% of 
their whole import volumes, only after the 27.2% 
shares registered by the import of mechanical and 
electrical products (See Table 6.4).

Table 6.3  Make-up of main exported commodities of the E11 in the � rst half of 2013

Ranking Customs
 classi� cation HS code Category of 

merchandise

First half of 
2013 (USD 

million)

Percentage
(%)

Same period 
of the 

previous 
year  (USD 

million)

Year-
on-year 
growth

(%)

Groups Chapters

Total value 2,166,788 100.0 2,147,482 1.1 

1 Group 16 84-85
Mechanical and electrical 
products

659,526 30.4 598,262 10.2 

2 Group 5 25-27 Minerals 270,763 12.5 346,818 -21.9 

3 Group 17 86-89
Transportation 
equipment

187,233 8.6 193,341 -3.2 

4 Group 11 50-63 Textiles and raw materials 174,550 8.1 159,836 9.2 
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Ranking Customs
 classi� cation HS code Category of 

merchandise

First half of 
2013 (USD 

million)

Percentage
(%)

Same period 
of the 

previous 
year  (USD 

million)

Year-
on-year 
growth

(%)

5 Group 15 72-83 Base metal and products 166,542 7.7 173,117 -3.8 

6 Group 6 28-38 Chemical products 114,900 5.3 113,083 1.6 

7 Group 7 39-40 Plastic and rubber 85,871 4.0 81,882 4.9 

8 Group 14 71
Precious metal and 
products

75,791 3.5 78,871 -3.9 

9 Group 20 94-96
Furniture, toy and 
miscellaneous products

71,410 3.3 66,110 8.0 

10 Group 18 90-92
Optic, timepiece and 
medical equipment

67,911 3.1 62,346 8.9 

Note: Saudi Arabia is not included in the table.
Source: Calculations based on World Trade Atlas data.

Table 6.4  Make-up of main imported commodities of the E11 in the � rst half of 2013

Ranking Customs
classi� cation HS Code Category of 

merchandise 

First half 
of 2013 

(USD 
million)

Percentage 
(%)

Same period 
of the 

previous 
year (USD 

million)

Year-
on-year 
growth 

(%)

Group Chapters

Total value 2,195,030 100.0 2,112,054 7.1 

1 Group 16 84-85
Mechanical and electrical 
products

595,962 27.2 547,827 8.8 

2 Group 5 25-27 Minerals 539,640 24.6 552,116 -2.3 

3 Group 6 28-38 Chemical products 174,336 7.9 166,892 4.5 

4 Group 15 72-83 Base metal and products 147,321 6.7 159,473 -7.6 

5 Group 17 86-89 Transportation equipment 140,602 6.4 145,091 -3.1 

6 Group 7 39-40 Plastic and rubber 102,181 4.7 99,659 2.5 

7 Group 18 90-92
Optic, timepiece and 
medical equipment 

87,242 4.0 80,888 7.9 

8 Group 14 71
Precious metal and 
products

69,686 3.2 53,462 30.3 

9 Group 2 6-14 Plant products 55,683 2.5 53,405 4.3 

10 Group 11 50-63 Textiles and raw materials 54,536 2.5 53,930 1.1 

Note: Saudi Arabia is not included in the table.
Source: Calculations based on World Trade Atlas data.

continued

6.2  Foreign Direct Investment
In 2012, global foreign direct investment (FDI) 
activities drastically contracted. The data from the 
UNCTAD show that global FDI inflow stood at 

USD1.35 trillion in 2012, a decline of 18.2% from a 
year earlier. Seen from the category of countries, FDI 
inflow and outflow of developed economies was 
USD0.56 trillion and USD0.91 trillion respectively, 
31.6% and 23.1% respectively down from the 
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previous year. FDI in� ow to developing economies 
was USD0.70 trillion, 4.4% down from the previous 
year, and FDI out� ow was registered USD0.43 trillion, 
an increase of 1.0% year-on-year. The two figures 
for transitional economies accounted for USD87.4 
billion and USD55.5 billion in 2012, a decline of 9.3% 
and 23.9% year-on-year respectively. Compared 
with the previous year, international investment 
circumstances turned better in 2013, but a sound 
force needed for investment growth was obvious in 
the absence.1 Through a review of FDI developments 
in the E11 economies since 2010, we will find the 
following features.

6.2.1  Growth Slowdown and Decline of Net FDI 
In� ows

Affected by global economic growth deceleration, 
the FDI inflow to the E11 economies drastically 
dropped in 2012 and their FDI out� ow witnessed a 
1  Given the factor of the investment data acquisition, this chapter 

will mainly make analysis of FDI conditions.  

slight increase. According to the UNCTAD data, the 
total FDI in� ow volume of the E11 was USD347.451 
billion in 2012, declining by 8.8%, a decrease of 27.9 
percentage points from the previous year’s 19.1% 
growth. The total FDI outflow volume of the E11 
was USD218.970 billion, a 4.9% increase from the 
previous year (See Table 6.5). Compared with major 
developed economies, the FDI performance among 
the E11 economies has turned comparatively better. 
The UNCTAD data also indicate that the total FDI 
inflow volume of Australia and the G7 economies 
was USD375.318 billion in 2012, decreasingly 
by 25.7% from the previous year, or a decline of 
48.3 percentage points. When it comes to the 
total FDI outflow volume, the G7 and Australia hit 
USD727.434 billion, a decline of 13.4% from the 
previous year. When it comes to their FDI stock, the 
total FDI inflow volume of the E11 was USD3.75 
trillion in 2012 while their total FDI out� ow volume 
was USD1.8 trillion (See Table 6.6)

Table 6.5  FDI � ows of the E11 and G7+AU in 2011-2012
Direction of � ow In� ow Out� ow

Year 2011 2012 2011 2012
Size (USD 
million)

Growth 
rate (%)

Size (USD 
million)

Growth 
rate (%)

Size (USD 
million)

Growth 
rate (%)

Size (USD 
million)

Growth 
rate (%)

Argentina 9,882 25.9 12,551 27.0 1,488 54.2 1,089 -26.8

Brazil 66,660 37.4 65,272 -2.1 -1,029 n.a. -2,821 n.a.

China, People’s 
Republic of

123,985 8.1 121,080 -2.3 74,654 8.5 84,220 12.8

India 36,190 71.3 25,543 -29.4 12,456 -21.8 8,583 -31.1
Indonesia 19,241 39.7 19,853 3.2 7,713 189.5 5,423 -29.7
Korea, Repubic of 10,247 1.4 9,904 -3.3 28,999 2.3 32,978 13.7
Mexico 21,504 0.6 12,659 -41.1 12,139 -19.3 25,597 110.9
Russia 55,084 27.6 51,416 -6.7 66,851 27.1 51,058 -23.6
Saudi Arabia 16,308 -44.2 12,182 -25.3 3,430 -12.2 4,402 28.3
South Africa 6,004 388.9 4,572 -23.9 -257 n.a. 4,369 n.a.
Turkey 16,047 77.6 12,419 -22.6 2,349 60.5 4,073 73.4
E11 381,152 19.1 347,451 -8.8 208,793 3.7 218,970 4.9
Australia 65,297 85.3 56,959 -12.8 14,285 -47.6 16,141 13.0
Canada 41,386 42.3 45,375 9.6 49,849 43.6 53,939 8.2
France 38,547 14.6 25,093 -34.9 59,553 -7.8 37,197 -37.5
Germany 48,937 -14.8 6,565 -86.6 52,168 -57.1 66,926 28.3
Italy 34,324 274.0 9,625 -72.0 53,629 64.2 30,397 -43.3
Japan -1,755 n.a. 1,731 n.a. 107,601 91.2 122,551 13.9
UK 51,137 1.1 62,351 21.9 106,673 170.0 71,415 -33.1
US 226,937 14.7 167,620 -26.1 396,656 30.3 328,869 -17.1
G7+AU 504,810 22.6 375,318 -25.7 840,414 23.4 727,434 -13.4
Source: UNCTADstat.
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Table 6.6  Stock of FDI in the E11 and G7+AU in 2000-2012 (USD million)
Direction of � ow In� ow Out� ow

Year 2000 2010 2012 2000 2010 2012

Argentina 67,601 88,458 110,704 21,141 30,328 32,914

Brazil 122,250 682,346 702,208 51,946 188,637 232,848

China, People’s Republic of 193,348 587,817 832,882 27,768 317,211 509,001

India 16,339 205,580 226,345 1,733 96,901 118,167

Indonesia n.a. 160,735 205,656 n.a. 6,672 11,627

Korea, Repubic of 43,740 134,230 147,230 21,500 143,160 196,410

Mexico 101,996 330,161 314,968 8,273 104,301 137,684

Russia 32,204 490,560 508,890 20,141 366,301 413,159

Saudi Arabia 17,577 170,451 199,032 5,285 26,528 34,360

South Africa 43,451 153,133 138,964 32,325 89,453 82,367

Turkey 18,812 186,980 181,066 3,668 22,509 30,471

E11 657,318 3,190,451 3,567,946 193,781 1,392,001 1,799,007

Australia 118,858 513,451 610,517 95,979 413,643 424,450

Canada 212,716 591,873 636,972 237,639 636,712 715,053

France 390,953 1,053,956 1,094,961 925,925 1,517,779 1,496,795

Germany 271,613 716,704 716,344 541,866 1,463,065 1,547,185

Italy 122,533 328,058 356,887 169,957 489,660 565,085

Japan 50,322 214,880 205,361 278,442 831,076 1,054,928

UK 463,134 1,162,696 1,321,352 923,367 1,626,885 1,808,167

US 2,783,235 3,397,411 3,931,976 2,694,014 4,766,730 5,191,116

G7+AU 4,413,364 7,979,030 8,874,370 5,867,188 11,745,550 12,802,780

Note: The 2000 data for Indonesia are unavailable, and the 2000 data of the E11 do not include Indonesia.
Source: UNCTADstat.

Due to a higher growth rate of FDI outflow 
than FDI inflow, the net FDI inflow volume of the E11 
economies decreased to USD128.481 billion in 2012, 
a decline of USD43.878 billion from the previous 
year. Of the E11, Mexico and China witnessed the 
largest decline, decreasing by USD22.302 billion and 
USD12.471 billion respectively. The net FDI in� ow to 
India, South Africa, Turkey, Saudi Arabia and Korea 

decreased by USD6.774 billion, USD6.057 billion, 
USD5.352 billion, USD5.098 billion and USD4.322 
billion respectively. Meanwhile, Russia, Argentina, 
Indonesia and Brazil witnessed an increase, which 
was USD12.125 billion, USD3.068 billion, USD2.902 
billion and USD404 million respectively (See Table 
6.7).

Table 6.7  Net FDI in� ow in the E11 and G7+AU (USD million)
Category Volume of in� ow Volume of stock

Year 2010 2011 2012 2000 2010 2012

Argentina 6,884 8,394 11,462 46,459.82 58,129.73 77,790.65

Brazil 36,919 67,689 68,093 70,304.12 493,708.6 469,360.2

China, People’s Republic of 45,923 49,331 36,860 165,579.6 270,606.4 323,881.3

India 5,193 23,734 16,960 14,605.48 108,679.6 108,178.9

Indonesia 11,106 11,528 14,430 n.a. 154,062.8 194,029.7

Korea, Repubic of -18,247 -18,752 -23,074 22,240 -8,930 -49,180
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Category Volume of in� ow Volume of stock

Year 2010 2011 2012 2000 2010 2012
Mexico 6,327 9,365 -12,937 93,722.53 225,860 177,283.6
Russia -9,448 -11,767 358 12,063 124,259 95,731
Saudi Arabia 25,326 12,878 7,780 12,292.45 143,923 164,672.1

South Africa 1,304 6,261 204 11,125.85 63,679.96 56,597.2

Turkey 7,572 13,698 8,346 15,144 164,471 150,595
E11 118,859 172,359 128,481 463,536.9 1,798,450 1,768,940
Australia 7,970 51,012 40,818 22,879.7 99,807.82 186,066.5
Canada -5,637 -8,463 -8,564 -24,923.3 -44,838.6 -78,080.8
France -30,948 -21,006 -12,103 -534,972 -463,823 -401,834
Germany -64,097 -3,231 -60,361 -270,253 -746,361 -830,841
Italy -23,477 -19,305 -20,772 -47,423.9 -161,601 -208,197
Japan -57,514 -109,356 -120,820 -228,120 -616,196 -849,567
UK 11,102 -55,536 -9,064 -460,232 -464,189 -486,816
US -106,494 -169,719 -161,249 89,221 -1,369,319 -1,259,140
G7+AU -269,094 -335,604 -352,116 -1,453,824 -3,766,521 -3,928,410

Note: The 2000 data for Indonesia’s investment stock are unavailable and the 2000 data of the E11 economies do not include Indonesia.
Source: UNCTADstat, Dec. 2013.

6.2.2  A Rising Proportion of Direct Investment 
to Global Total

Despite a slow FDI growth in 2012, the E11 has 
witnessed an increase of its share in the global FDI 
volume. According to the UNCTAD data, the FDI 
in� ow to the EII accounted for 25.7% of the global 
total in 2012, an increase of 2.6 percentage points 
from the previous year. The share of the G7 and 

Australia, however, declined by 2.8 percentage 
points in the same year. In 2012, the E11’s FDI 
out� ow held 15.7% of global share, 3.3 percentage 
points up from a year earlier, and the G7 and 
Australia only saw a rise of 2.2 percentage points in 
the same year (See Figure 6.6). The rising FDI flow 
proportion of the E11 highlights the group’s ever-
rising investment competitiveness (See Table 6.8).

Figure 6.6  Proportion of the FDI � ow volume of the E11 and 
G7+AU to global total in 2010-2012

Source: UNCTADstat.
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Table 6.8  Proportion of the FDI � ow volume of the E11 to global 
total in 2010-2012 (%)

Direction of � ow Inbound Outbound

Year 2010 2011 2012 2010 2011 2012

Argentina 0.56 0.60 0.93 0.06 0.09 0.08

Brazil 3.44 4.04 4.83 0.77 -0.06 -0.20

China, People’s Republic of 8.15 7.51 8.96 4.57 4.45 6.05

India 1.50 2.19 1.89 1.06 0.74 0.62

Indonesia 0.98 1.17 1.47 0.18 0.46 0.39

Korea, Repubic of 0.72 0.62 0.73 1.88 1.73 2.37

Mexico 1.52 1.30 0.94 1.00 0.72 1.84

Russia 3.06 3.34 3.81 3.50 3.98 3.67

Saudi Arabia 2.08 0.99 0.90 0.26 0.20 0.32

South Africa 0.09 0.36 0.34 -0.01 -0.02 0.31

Turkey 0.64 0.97 0.92 0.10 0.14 0.29

E11 22.73 23.08 25.72 13.37 12.44 15.74

Source: UNCTADstat.

6.2.3  China’s Ascension to One of the World’s 
Top Three Outbound Investors

With the continuous advancement of the “go 
global ly ” st rategy,  more and more Chinese 
enterprises have gone abroad for development 
and their  booming foreign investment and 
cooperation have continually built up their own 
strength. According to statistics from the Ministry of 
Commerce, China’s FDI outflow volume reached a 
record high of USD87.8 billion in 2012. By the end of 
2012, the stock of China’s FDI out� ows had totaled 
USD531.94 billion, and some 16,000 domestic 
investors had set up nearly 22,000 enterprises 
overseas for outbound direct investment, which are 
distributed in 179 countries and regions across the 
world. China’s contracted projects overseas realized 
a business volume of USD116.6 billion in 2012 and 
signed a new contract value of USD156.53 billion. It 
had had a total of 850,000 laborers working overseas 
by the end of 2012. The UNCTAD data show that 
China already becomes the world’s third largest 
foreign direct investor.

From January to November, 2013, China’s 
domestic investors realized direct investment into 
4,522 overseas enterprises in 156 countries and 
regions, with an accumulated non-financial direct 
investment of USD80.24 billion, an increase of 28.3% 
year-on-year. Of the value, the equity investment 
and other investments amounted to USD64.29 
billion, 80.1% of the total investment volume, 
and the  pro f i t  re investment  amounted to 
USD15.95 billion, 19.9% of the total. By the end 
of November, China had realized an accumulated 
non-financial outbound direct investment of 
USD515.7 billion.

In terms of absorbing foreign investment, 
China has also had an ever-expanding size of 
inbound capitals since the early 1990s. According 
to the Ministry of Commerce, the actual foreign 
capital used by China totaled USD121.073 billion in 
2012 (See Figure 6.7), 34.7 times that in 1990. From 
January to November 2013, China’s inbound foreign 
capital for actual use reached USD105.506 billion, an 
increase of 5.48% year-on-year (See Table 6.9).
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Figure 6.7  China’s inbound foreign direct investment in 1979-2013
Note: The 2013 data are based on the January-November fi gures.
Source: The Department of Foreign Capital, China’s Ministry of Commerce.

Table 6.9  China’s inbound non-� nancial foreign direct 
investment in January-November, 2013  

Form of the use of 
foreign funds 

Number of newly-established foreign-
funded enterprises Amount of foreign funds for actual use

Accumulated 
value of 2013
(USD million)

Previous 
year’s 

value (USD 
million)

Year-
on-year 

growth (%)

Accumulated 
value of 2013 
(USD million)

Previous 
year’s value

(USD 
million)

Year-
on-year 
growth

(%)

Foreign direct investment 20,434 22,503 -9.19 105,506 100,022 5.48

 Chinese-foreign joint 
ventures

3,986 3,908 2.00 21,523 19,605 9.78

Chinese-foreign 
cooperative enterprises

130 156 -16.67 1,872 2,083 -10.15

Foreign-owned enterprises 16,289 18,391 -11.43 79,914 76,904 3.91

Enterprises with foreign 
investment shares

29 48 -39.58 2,197 1,429 53.73

Cooperative development 0 0 0 0 0 0

Source: Department of Foreign Capital, China’s Ministry of Commerce.
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7.1  Trade Relations
Since 2012, internal trade links of the E11 as well 
as trade links with developed economies have 
continuously shown signs of uneven development, 
with the proportion of the E11’s internal trade to 
its total foreign trade continuously rising while the 
proportion of trade with developed economies 
renewing its declining trend. This indicates that 
trade links within the E11 have been continuously 
strengthened while trade links with developed 
economies have been weakened.

7.1.1  Internal Trade Links Generally Increasing 
with Trade Relations Uneven

In 2012, the internal export volume of the E11 
exceeded USD1 trillion and reached USD1.04 trillion, 

an increase of 5.0% year-on-year, 1.0 percentage 
point higher than its whole foreign trade growth. In 
the � rst half of 2013, the internal export volume of 
the E11 accounted for USD537.997 billion, increasing 
by 5.0% from a year earlier. Of the value, China and 
Korea together held a relatively large export share, 
which totaled USD170.085 billion and USD105.502 
billion respectively (See Table 7.1). Meanwhile, 
South Africa saw the fastest growth, with its export 
to other E11 economies growing by 155.3% year-
on-year. A main reason for this is a drastic rise in its 
export to China, which increased 3.6-fold from the 
previous year. During the same period, the export 
of China, Turkey, Korea and Brazil to other E11 
economies increased by 8.1%, 7.2%, 4.9% and 4.2% 
respectively.

Chapter 7
Economic Cooperation

Table 7.1  Internal trade volumn of the E11 in 2003-June 2013 (USD million)

 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 First half 
of 2013

Export

Argentina 9,841 11,773 13,771 17,187 21,514 25,725 19,808 26,423 29,896 29,117 13,539 

Brazil 17,177 23,197 30,393 34,975 40,795 53,441 47,663 71,534 91,430 84,422 43,067 

China, People’s 
Republic of

46,056 67,115 89,227 120,771 173,642 223,287 170,184 242,847 309,732 331,951 170,085 

India 7,998 10,836 15,828 20,768 26,742 28,633 27,081 42,406 53,371 52,737 26,040 

Indonesia 11,448 13,486 19,074 22,587 26,414 32,553 30,944 44,286 60,577 57,359 27,204 

Korea, Repubic 
of

50,067 69,454 88,126 102,532 123,768 144,065 125,448 172,415 207,699 207,450 105,502 
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 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 First half 
of 2013

Mexico 2,665 3,221 3,736 5,293 7,116 9,230 7,656 12,213 17,074 19,559 9,944 

Russia 17,776 22,520 29,931 36,526 46,891 66,025 38,940 52,804 68,860 90,393 42,148 

Saudi Arabia 19,028 25,644 33,104 52,544 62,697 96,621 62,119 85,843 119,715 134,919 66,489 

South Africa 2,680 3,376 4,477 5,468 8,514 10,578 10,386 21,690 21,674 20,144 25,234 

Turkey 3,013 3,719 4,909 6,283 9,071 13,036 8,891 11,585 14,568 16,661 8,745 

E11 187,750 254,340 332,577 424,935 547,165 703,193 549,120 784,045 994,595 1,044,712 537,997 

Import

Argentina 6,264 10,601 14,489 17,454 22,875 29,298 19,519 30,006 39,868 33,998 17,452 

Brazil 12,035 16,529 20,826 28,315 39,168 59,245 45,399 69,775 88,860 88,478 46,681 

China, People’s 
Republic of

80,678 114,247 143,341 166,603 204,075 255,644 221,327 304,535 392,555 432,267 217,185 

India 12,622 17,353 24,778 42,398 63,054 77,567 73,708 97,989 131,250 138,802 68,449 

Indonesia 7,390 10,431 14,124 15,963 19,372 34,922 27,377 40,556 55,799 58,631 30,501 

Korea, Repubic 
of

43,392 57,405 73,541 91,811 111,493 145,819 100,171 137,770 172,979 167,349 80,322 

Mexico 21,123 30,188 36,909 50,170 58,339 64,718 56,314 75,272 85,173 90,452 45,735 

Russia 8,133 10,772 17,307 28,026 45,338 60,860 38,403 60,424 70,029 80,754 38,563 

Saudi Arabia 6,820 8,880 12,560 16,184 22,458 31,756 24,484 29,637 40,293 52,427 28,187 

South Africa 7,252 11,105 11,171 19,282 23,556 26,555 23,842 26,049 33,030 37,750 19,916 

Turkey 12,619 20,916 29,647 39,165 51,312 62,402 42,622 53,882 67,595 67,686 33,500 

E11 218,329 308,428 398,693 515,371 661,040 848,785 673,167 925,896 1,177,431 1,248,593 626,492 

Import and 
export

Argentina 16,105 22,374 28,260 34,641 44,389 55,023 39,327 56,429 69,764 63,115 30,991 

Brazil 29,212 39,726 51,219 63,290 79,962 112,686 93,062 141,309 180,289 172,900 89,748 

China, People’s 
Republic of

126,735 181,362 232,569 287,374 377,717 478,931 391,511 547,382 702,287 764,218 387,271 

India 20,620 28,188 40,606 63,167 89,796 106,200 100,789 140,395 184,621 191,538 94,488 

Indonesia 18,839 23,917 33,198 38,550 45,786 67,474 58,321 84,841 116,376 115,990 57,705 

Korea, Repubic 
of

93,459 126,859 161,667 194,343 235,261 289,884 225,619 310,185 380,678 374,799 185,824 

Mexico 23,788 33,410 40,645 55,463 65,455 73,948 63,970 87,485 102,247 110,011 55,679 

Russia 25,909 33,292 47,238 64,553 92,229 126,885 77,343 113,228 138,889 171,147 80,711 

Saudi Arabia 25,848 34,525 45,664 68,728 85,155 128,377 86,604 115,480 160,008 187,346 94,677 

South Africa 9,932 14,481 15,648 24,750 32,070 37,132 34,228 47,739 54,703 57,894 45,150 

Turkey 15,632 24,635 34,556 45,447 60,383 75,438 51,514 65,467 82,164 84,347 42,245 

E11 406,080 562,768 731,270 940,306 1,208,205 1,551,978 1,222,288 1,709,941 2,172,026 2,293,305 1,164,489 

Note: The 2013 data are its fi rst-half-year data. The total value is possibly not the same as the sum of all individual fi gures added due to the 
rounding-off factor.

Source: IMF and DOT database, Dec. 2013.
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The strengthening of trade links within the E11 
in recent years is also reflected by the ever-rising 
proportion of its internal trade volume to its total 
foreign trade. The proportion was 24.23% in 2012, 

an increase of 0.38 percentage points from the 
previous year and is expected to rise to 24.50% in 
2013 (See Figure 7.1).

Figure 7.1  Proportion of the E11’s internal trade to its total foreign 
trade volume in 2001-2013

Note: The 2013 fi gure is based on estimation.
Source: IMF and DOT database, Dec. 2013.

From the perspective of the trade volumes 
among the E11 economies, the phenomenon of 
uneven trade links within the E11 is still particularly 
prominent. Seen from the export, the volume 
of China’s export to other E11 economies in the 
first half of 2013 was USD170.085 billion, which 
accounted for 31.6% of the E11’s entire internal 
expor t volume, the highest among the E11 
economies. China was closely followed by Korea 
and Saudi Arabia, which accounted for 19.6% and 

12.4% respectively, while the proportion was only 
1.8% and 1.6% for Mexico and Turkey respectively. In 
terms of import, the volume of China’s import from 
other E11 economies stood at USD217.185 billion 
in the � rst half of 2013 (See Table 7.2), 34.7% of the 
group’s entire internal import value. The same-
period proportion for Korea and India was 12.8% 
and 10.9% respectively and only 2.8% for Argentina, 
the lowest among the E11.

Table 7.2  Trade matrix of the E11 in the � rst half of 2013 (USD million)

Argentina Brazil

China, 
People’s 
Republic 

of

India Indonesia
Korea,

Repubic 
of

Mexico Russia Saudi 
Arabia

South 
Africa Turkey E11

Export

Argentina 8,799 1,184 343 661 500 595 467 405 501 83 13,539

Brazil 9,321 22,956 1,408 816 2,365 1,834 1,526 1,466 904 472 43,067

China, People’s 
Republic of

4,231 16,391 23,617 18,400 45,384 13,441 21,954 9,704 8,258 8,706 170,085

India 294 2,419 6,220 2,749 2,105 815 1,155 5,910 2,471 1,901 26,040

Indonesia 172 693 10,777 6,777 5,829 353 467 906 445 787 27,204
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Argentina Brazil

China, 
People’s 
Republic 

of

India Indonesia
Korea,

Repubic 
of

Mexico Russia Saudi 
Arabia

South 
Africa Turkey E11

Korea, Repubic 
of

516 4,825 69,523 5,764 6,031 4,595 5,611 4,777 1,262 2,598 105,502

Mexico 903 2,529 3,255 1,881 130 661 229 185 0 170 9,944

Russia 136 1,047 17,320 3,299 702 6,835 293 205 86 12,225 42,148

Saudi Arabia 34 1,798 24,182 15,906 2,556 16,506 264 128 4,207 908 66,489

South Africa 111 376 19,131 3,543 256 703 56 291 186 581 25,234

Turkey 155 504 1,767 333 128 191 118 3,337 1,881 332 8,745

E11 15,873 39,380 176,315 62,871 32,430 81,079 22,364 35,164 25,625 18,466 28,430 537,997

Import

Argentina 10,253 4,654 323 189 568 994 150 37 114 171 17,452

Brazil 9,679 19,342 4,013 836 5,467 2,928 1,248 1,978 428 762 46,681

China, 
People’s 
Republic of

1,303 23,604 8,075 15,464 86,827 4,590 21,150 26,600 27,332 2,240 217,185

India 377 1,824 24,717 7,748 6,351 2,290 1,745 17,497 5,299 600 68,449

Indonesia 727 997 14,560 2,229 6,083 318 1,607 2,812 306 863 30,501

Korea, 
Repubic of

550 2,720 40,990 3,197 6,759 1,064 5,664 18,157 889 332 80,322

Mexico 655 2,530 31,540 1,578 639 7,489 746 290 0 268 45,735

Russia 514 1,716 24,513 1,541 781 5,096 538 141 350 3,372 38,563

Saudi Arabia 446 1,612 10,674 6,501 996 5,255 204 226 205 2,069 28,187

South Africa 550 982 9,053 2,434 483 1,064 146 224 4,627 354 19,916

Turkey 91 733 12,066 2,904 1,026 2,769 445 11,776 999 692 33,500

E11 14,892 46,971 192,111 32,796 34,920 126,967 13,516 44,534 73,138 35,615 11,032 626,492

Import and 
export

Argentina 19,052 5,838 666 850 1,068 1,589 617 442 615 254 30,991

Brazil 19,000 42,299 5,421 1,651 7,832 4,762 2,773 3,444 1,332 1,234 89,748

China, 
People’s 
Republic of

5,534 39,994 31,693 33,865 132,211 18,031 43,104 36,304 35,590 10,946 387,271

India 671 4,243 30,937 10,497 8,456 3,105 2,900 23,407 7,771 2,501 94,488

Indonesia 898 1,689 25,337 9,006 11,912 670 2,074 3,718 751 1,650 57,705

Korea, 
Repubic of

1,066 7,545 110,513 8,961 12,790 5,659 11,275 22,934 2,151 2,930 185,824
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Argentina Brazil

China, 
People’s 
Republic 

of

India Indonesia
Korea,

Repubic 
of

Mexico Russia Saudi 
Arabia

South 
Africa Turkey E11

Mexico 1,558 5,059 34,795 3,459 769 8,149 975 475 0 438 55,679

Russia 650 2,763 41,833 4,840 1,483 11,931 832 346 436 15,597 80,711

Saudi Arabia 480 3,411 34,856 22,408 3,553 21,761 467 353 4,411 2,977 94,677

South Africa 661 1,358 28,184 5,977 739 1,767 202 514 4,813 935 45,150

Turkey 247 1,237 13,833 3,237 1,154 2,959 563 15,113 2,879 1,024 42,245

E11 30,765 86,351 368,425 95,667 67,350 208,046 35,880 79,698 98,763 54,081 39,462 1,164,489

Note: The horizontal line represents trade partners.
Source: IMF, DOT database, Dec. 2013.

Trade imbalances within the E11 economies 
are also particularly outstanding. In the first half of 
2013, China, India, Mexico and Turkey witnessed a 
comparatively large trade deficit in trade with other 
E11 economies, with their trade de� cit amounting to 
USD47.10 billion, USD42.409 billion, USD35.791 billion 
and USD24.755 billion respectively. Saudi Arabia 
and Korea, however, maintained a considerable 

trade surplus, which reached USD38.302 billion 
and USD25.180 billion respectively. From a bilateral 
perspective, China’s trade deficit against Korea 
totaled USD41.443 billion in the first half of 2013, 
and the trade deficit against South Africa and 
Saudi Arabia also reached USD19.074 billion and 
USD16.896 billion respectively during the same 
period (See Table 7.3).

Table 7.3  Balance of internal trade matrix of the E11 in the � rst half of 2013 (USD million)

Argentina Brazil

China, 
People’s 
Republic 

of

India Indonesia
Korea, 

Repubic 
of

Mexico Russia Saudi
Arabia

South
Africa Turkey E11

Argentina -1,454 -3,469 20 472 -68 -398 318 368 387 -87 -3,913

Brazil -358 3,614 -2,605 -20 -3,102 -1,094 278 -512 476 -291 -3,614

China, People’s 
Republic of

2,928 -7,213 15,542 2,936 -41,443 8,851 804 -16,896 -19,074 6,466 -47,100

India -84 595 -18,497 -4,998 -4,246 -1,475 -589 -11,587 -2,828 1,301 -42,409

Indonesia -555 -304 -3,783 4,548 -254 35 -1,141 -1,906 140 -77 -3,297

Korea, Repubic 
of

-34 2,105 28,532 2,567 -728 3,531 -52 -13,380 372 2,266 25,180

Mexico 249 -1 -28,285 303 -509 -6,828 -517 -105 0 -98 -35,791

Russia -378 -669 -7,194 1,758 -80 1,740 -245 64 -264 8,852 3,584

Saudi Arabia -412 186 13,508 9,405 1,560 11,251 60 -98 4,002 -1,160 38,302

South Africa -438 -605 10,077 1,108 -226 -361 -90 67 -4,441 227 5,318

Turkey 64 -229 -10,299 -2,571 -897 -2,578 -326 -8,439 882 -359 -24,755

E11 982 -7,591 -15,796 30,075 -2,491 -45,888 8,849 -9,370 -47,513 -17,149 17,399 -88,494

Note: The horizontal line represents trade partners. The data listed in the table are based on the import and export statistics of all E11 
economies. Due to different statistical calibers, there are certain differences on the statistical values among them.

Source: IMF, DOT database, Dec. 2013.
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In the internal trade landscape of the E11, 
China plays a prominent role and it has built close 
trade links with other E11 economies. In 2012, China 
was the largest trading partner of all E11 economies 
except Argentina and Turkey, maintaining the trade 
pattern of the previous year. Compared with the 
previous year, all E11 economies witnessed changes 
in their trade links with other members in 2012, 
except India, Korea and Mexico, which maintained 
relatively stable trade ties with other E11 economies. 

To be specific, Russia became the second largest 
trading partner of China within the E11 and Turkey 
ascended to be Russia’s second largest trading 
partner. Saudi Arabia also climbed to be the second 
largest trading partner of South Africa. At the same 
time, Brazil,  Korea and India lost one position in the 
ranking of their trade with China, Russia and South 
Africa respectively, to decline to be their third largest 
trading partner from the previously second largest 
(See Table 7.4).

Table 7.4  Ranking of trade relations among the E11 in 2012 

Ranking Argentina Brazil

China, 
People’s 
Republic 

of 

India Indonesia Korea, 
Repubic of Mexico Russia Saudi

Arabia
South
Africa Turkey

1 Brazil

China, 
People’s 
Republic 
of

Korea, 
Repubic of 

China, 
People’s 
Republic 
of

China, 
People’s 
Republic of

China, 
People’s 
Republic of

China, 
People’s 
Republic of

China, 
People’s 
Republic of

China, 
People’s 
Republic of

China, 
People’s 
Republic of

Russia

2
China, 
People’s 
Republic of

Argentina
Russia
(+1)

Saudi
Arabia

Korea, 
Repubic of 

Saudi
Arabia

Korea, 
Repubic of 

Turkey
(+1)

Korea, 
Repubic of 

Saudi
Arabia
(+1)

China, 
People’s 
Republic of

3 Mexico
Korea, 
Repubic 
of 

Brazil
(-1)

Indonesia India Indonesia Brazil
Korea, 
Repubic of 

India
India
(-1)

India

4
Korea, 
Repubic of 

India
Saudi
Arabia
(+1)

Korea, 
Repubic of 

Saudi
Arabia

Russia India
India
(+1)

South
Africa
(+1)

Korea, 
Repubic of 

Korea, 
Repubic of 

5 Indonesia Mexico
India
(-1)

South
Africa

Brazil India Argentina
Brazil
(-1)

Indonesia
(+1)

Brazil Saudi Arabia

6
India
(+1)

Saudi
Arabia
(+1)

Indonesia Brazil Russia Brazil Russia Indonesia
Brazil
(-2)

Indonesia Brazil

7
Russia
(-1)

Russia
(-1)

South 
Africa
(+1)

Russia
South 
Africa

Mexico Indonesia
Mexico
(+1)

Turkey
Mexico
(+1)

Indonesia
(+1)

8
South 
Africa

Indonesia
Mexico
(-1)

Turkey
Argentina
(+1)

Turkey
Saudi
Arabia

Argentina
(-1)

Russia
(+1)

Argentina
(-1)

South Africa
(-1)

9
Saudi
Arabia

South
Africa

Turkey Mexico
Turkey
(-1)

South
Africa

Turkey
Saudi
Arabia

Argentina
(+1)

Turkey Mexico

10 Turkey Turkey Argentina Argentina Mexico Argentina
South
Africa

South
Africa

Mexico
(-1)

Russia Argentina

Note: Ranking in the bracket is the one of the previous year.
Source: IMF, DOT database, Dec. 2013.

7.1.2  Developed Economies Remaining the 
Major Trading Partners of the E11, but with 
Decreasing Trade Links

Because of their leading role in the global economy, 
developed economies have long been the major 

trading partners of the E11. In the first half of 2013, 
the trade volume of the E11 with the G7 and Australia 
reached USD1.55 trillion, about 30% of its total 
foreign trade volume. Of the value, USD818.117 
billion was its export to the G7 and Australia, 33.1% 
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of its total export volume, and USD736.239 billion 
was its import from the G7 and Australia, 31.6% 
of its total import value. Compared with other 
developed economies, the US has been playing a 
foremost role in the foreign trade of the E11. In the 
� rst half of 2013, the trade volume of the E11 with 
the US amounted to USD685.671 billion, of which 
USD419.677 billion and USD265.994 billion was 

its export to and import from the US respectively 
(See Table 7.5). The US was also the largest source 
of trade surplus to the E11, with the trade surplus 
accounting for USD153.683 billion in the first half 
of 2013. In its trade with Germany and Australia, the 
E11, however, su� ered a relatively large de� cit, which 
reached USD47.512 billion and USD39.317 billion 
respectively in the � rst half of 2013.

Table 7.5  Trade volumes between the E11 and G7+AU 
in the � rst half of 2013 (USD million)

 Australia Canada France Germany Italy Japan UK US G7+AU

Export

Argentina 323 978 172 769 444 703 324 2,165 5,879

Brazil 250 1,201 1,743 3,030 2,171 3,831 1,972 11,574 25,770

China, People’s 
Republic of

16,857 13,327 12,903 30,903 12,665 70,661 21,659 168,540 347,516

India 1,035 1,069 2,546 3,745 2,603 3,254 4,763 19,359 38,373

Indonesia 1,935 412 542 1,451 1,089 14,111 798 7,766 28,103

Korea, Repubic of 4,773 2,808 1,974 4,085 1,605 17,105 2,535 31,456 66,341

Mexico 518 5,001 630 2,183 479 1,106 764 144,871 155,553

Russia 37 211 5,525 17,392 19,761 8,617 7,242 4,861 63,646

Saudi Arabia 167 1,375 2,828 606 3,261 21,959 1,092 22,162 53,449

South Africa 412 250 350 2,330 797 2,647 1,643 4,013 12,442

Turkey 219 490 3,194 6,594 3,431 196 4,010 2,912 21,045

E11 26,527 27,122 32,407 73,088 48,306 144,190 46,800 419,677 818,117

Import

Argentina 126 158 884 1,729 749 611 260 5,365 9,881

Brazil 649 1,731 3,644 8,091 3,667 3,707 1,919 19,341 42,751

China, People’s 
Republic of

43,008 12,485 10,803 44,011 8,225 76,093 8,541 72,549 275,715

India 6,318 1,381 1,882 6,847 2,244 5,736 3,647 11,684 39,739

Indonesia 2,396 1,086 850 2,453 868 9,893 527 4,606 22,680

Korea, Repubic of 10,178 2,319 2,849 9,176 2,608 30,503 3,482 20,956 82,069

Mexico 314 5,397 2,003 7,458 3,265 9,603 1,384 101,634 131,057

Russia 375 876 6,528 17,388 6,446 7,087 3,859 7,722 50,281

Saudi Arabia 1,294 490 2,169 5,936 2,977 3,821 2,017 10,687 29,392

South Africa 709 295 1,239 5,813 1,496 2,028 1,725 4,524 17,829

Turkey 478 667 4,092 11,697 6,183 1,787 3,015 6,926 34,844

E11 65,844 26,887 36,942 120,600 38,728 150,869 30,376 265,994 736,239

Import and export

Argentina 449 1,137 1,056 2,498 1,193 1,314 584 7,531 15,760
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 Australia Canada France Germany Italy Japan UK US G7+AU

Brazil 899 2,932 5,387 11,121 5,838 7,538 3,892 30,914 68,521

China, People’s 
Republic of

59,865 25,813 23,706 74,915 20,890 146,754 30,200 241,089 623,231

India 7,352 2,450 4,428 10,592 4,847 8,989 8,410 31,043 78,112

Indonesia 4,331 1,497 1,392 3,905 1,957 24,004 1,325 12,372 50,783

Korea, Repubic of 14,951 5,126 4,823 13,261 4,212 47,608 6,017 52,412 148,410

Mexico 832 10,399 2,632 9,641 3,743 10,709 2,148 246,505 286,610

Russia 411 1,087 12,053 34,780 26,207 15,704 11,101 12,582 113,927

Saudi Arabia 1,462 1,865 4,997 6,542 6,238 25,780 3,109 32,849 82,841

South Africa 1,121 545 1,590 8,143 2,293 4,674 3,367 8,536 30,271

Turkey 697 1,157 7,286 18,291 9,614 1,983 7,025 9,837 55,890

E11 92,371 54,008 69,349 193,688 87,034 295,059 77,176 685,671 1,554,355
Note: The horizontal line represents trading partners.
Source: IMF, DOT database, Dec. 2013.

Nevertheless, developed economies have 
played a declining role in the foreign trade of the 
E11. In 2012, the G7 and Australia accounted for 
33.69% of the foreign trade of the E11, maintaining 
a declining momentum from the previous year. It 
was a decline of 17.89 percentage points from more 
than 50% of the E11’s foreign trade shares held 
by the eight economies in 2001. The proportion 
was expected to further decline to 32.40% in 
2013 (See Figure 7.2). From the perspective of 
individual countries, the G7, except the US and 

UK, all experienced a decline of their shares to a 
different degree in the E11’s foreign trade in 2012. 
In the first half of 2013, all other seven developed 
economies, excluding Italy, held a lower share in the 
foreign trade of the E11 than that of the previous 
year (See Table 7.6). The weakening of trade links 
between developed economies and the E11 has 
mainly resulted from economic slowdown of 
developed countries, their declining demands and 
the comparative expansion of external demands of 
emerging economies.

continued

Figure 7.2  Proportion of the trade of G7+AU to E11’s 
foreign trade in 2001-2013

Note: The 2013 fi gure is based on estimation.
Source: IMF, DOT database, Dec. 2013.
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Table 7.6  Ratio of the trade of G7+AU to E11’s foreign trade in 2001-June of 2013 (%)

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
First 

half of 
2013

Australia 1.44 1.43 1.38 1.43 1.53 1.51 1.52 1.63 1.95 2.01 2.07 1.98 1.92 

Canada 1.34 1.29 1.17 1.21 1.29 1.19 1.20 1.18 1.24 1.17 1.17 1.16 1.12 

France 1.84 1.81 1.91 1.93 1.86 1.83 1.85 1.80 1.77 1.68 1.58 1.52 1.44 

Germany 4.88 4.84 5.14 5.05 4.98 4.87 4.89 4.80 4.72 4.51 4.31 4.22 4.03 

Italy 2.27 2.24 2.19 2.15 2.28 2.33 2.30 2.34 2.02 1.98 1.96 1.77 1.81 

Japan 10.34 10.17 10.24 10.03 9.31 8.72 8.12 7.87 7.67 7.64 7.16 6.87 6.15 

UK 2.47 2.45 2.34 2.32 2.21 2.08 2.07 1.91 1.81 1.76 1.58 1.66 1.61 

US 27.00 25.11 22.30 20.50 19.09 18.25 16.79 15.47 15.41 15.01 14.25 14.52 14.28 

Source: IMF, DOT database, Dec. 2013.

7.2  Investment Cooperation
With its rising status in the global economy, the E11 
has increasingly had ever-closer outbound direct 
investment links with the rest of the world. This can 
be mainly reflected by the strengthening of two-
way FDI flows between the E11 and developed 
economies and the continuous deepening of its 
internal investment cooperation. From a general 
perspective, developed economies sti l l  play 
a leading role in the E11’s foreign investment 
cooperation with other countries. Direct investment 
among the E11 economies is still at a relatively low 
level.

7.2.1  Ever-deepening of Its Foreign Investment 
Cooperation Mechanism

The deepening of the E11’s outbound investment 
and cooperat ion is  mainly ref lected by the 
continuous rise of the institutionalized degree of its 
foreign investment cooperation. Through signing 
bilateral and multilateral investment accords, the 
E11 economies have gained institutional guarantees 
for their outbound investment activities. By the 
end of 2012, the E11 economies had signed a total 
of 853 international investment agreements, of 
which 687 were on a bilateral basis and the rest 166 
fell into other categories. China is one of the E11 
economies that have signed the most international 
investment accords, with the number totaling 145, 
of which 128 are on a bilateral basis and the other 

17 belong to other categories (See Figure 7.3). 
The E11 economies have also launched talks 

on a series of new outbound investment accords, 
and the most eye-catching one is the bilateral 
investment talks between China and the US, the 
world’s largest emerging and developed economies. 
In the � fth round of Sino-US Strategic and Economic 
Dialogue, held in July 2013, both countries reached 
numerous important consensuses and agreed to 
hold substantial talks on the bilateral investment 
treaty (BIT). This is not just China’s signi� cant move 
to enforce the opening-up strategy and strengthen 
integration to the outside world, but is also an 
important paradigm of deepened investment 
cooperation pursued by emerging and developed 
economies.

7.2.2  Developed Economies Still Remain the 
E11’s Major Investment Source

Given that developed economies have had a 
dominant status in global direct investment 
activities, the investment sources of the E11 thus are 
mainly concentrated in these economies. According 
to the UNCTAD data, the FDI out� ow volume of the 
G7 and Australia accounted for 52.30% of the world’s 
total in 2012, and the US alone held 23.64%, even 
7.9 percentage points higher than the proportion of 
the E11 as a whole. The FDI in� ow volume of the G7 
and Australia held 27.78% of the world’s total shares 
in the same year, and the US alone accounted for 
12.41% (See Table 7.7).
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Figure 7.3  Number of international investment agreements signed by the E11 in 2012
Source: UNCTADstat (2013).

Table 7.7   Proportion of the FDI volume of the G7+AU to 
global total in 2010-2012 (%)

Direction Inbound Outbound

Year 2010 2011 2012 2010 2011 2012

E11 22.73 23.08 25.72 13.37 12.44 15.74

Australia 2.50 3.95 4.22 1.81 0.85 1.16

Canada 2.06 2.51 3.36 2.31 2.97 3.88

France 2.39 2.33 1.86 4.29 3.55 2.67

Germany 4.08 2.96 0.49 8.08 3.11 4.81

Italy 0.65 2.08 0.71 2.17 3.20 2.19

Japan -0.09 -0.11 0.13 3.74 6.41 8.81

UK 3.59 3.10 4.62 2.62 6.36 5.13

US 14.05 13.74 12.41 20.23 23.64 23.64

G7+AU 29.24 30.57 27.78 45.25 50.08 52.30

Source: UNCTADstat.

Despite a nearly stagnation in global investment 
growth in 2012, developed economies have still 
played a rising status in global FDI inflows to the 
E11. Take China as an example. In 2012, the number 
of Japan’s newly-established investment enterprises 
in China was 1,579, 6.33% of the total number of 
newly-established investment enterprises funded 
by foreign investors in China, with the direct 

investment reaching USD7.352 billion, 6.07% of the 
foreign funds that were actually used in the country, 
0.96 percentage points higher than the previous 
year (See Figure 7.4). In 2012, the number of the US’s 
newly-established investment enterprises in China 
was 1,301, 5.22% of the total number of newly-
established investment enterprises funded by 
foreign investors in China, with a direct investment 
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of USD2.598 billion, 2.15% of the foreign funds that 
were actually used in the country, an increase of 
0.24 percentage points from the previous year (See 
Figure 7.5). For the EU, the number of its newly-
established investment enterprises in China was 
1,605 in 2012, 6.44 % of the total number of newly-

established investment enterprises funded by 
foreign investors in China, with a direct investment 
of USD5.345 billion, 4.41% of the foreign funds China 
actually used, an increase of 0.16 percentage points 
from a year earlier (See Figure 7.6).  

Figure 7.4  Japan’s FDI in China in 2001-2012
Source: China’s Ministry of Commerce.

Figure 7.5  US’s FDI in China in 2001-2012
Source: China’s Ministry of Commerce.
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Figure 7.6  EU’s FDI in China in 2001-2012
Note: The EU data included its 27 members starting from 2007.
Source: China’s Ministry of Commerce.

At the same time, emerging economies 
have also witnessed a rapid growth of their FDI 
in developed economies, and two-way FDI flows 
between them have maintained an accelerated 
momentum. Take China’s investment in the US as 
an example. The investment value totaled USD4.048 
billion in 2012, an increase of 123.5% from a year 
earlier. The US has become China’s second largest 
investment destination after China’s Hong Kong.

7.3  Financial Cooperation
With the continuous buildup of its economic 
strength and the considerable rise in its financial 
strength, the E11 should own a bigger voice in 
the international financial realm. However, the 
established international monetary system is di�  cult 
to experience major adjustments with a short 
period because developed countries that have long 
held a dominant status in the international � nancial 
system will not easily make concessions. To make 
improvements to the extant international monetary 
system, and accelerate the reform of international 
monetary system, emerging economies that hold a 
weaker position in the international system should 
push for substantial and effective cooperation 
more actively. The BRICS (Brazil, Russia, India, China 
and South Africa), important members of the E11, 

have played a guiding role in advancing financial 
cooperation between emerging economies with 
the outside world.

7.3.1  Steady Advancement of Currency Swap

To facilitate emerging economies’ foreign economic 
and trade exchanges and jointly maintain � nancial 
stability, the E11 economies have accelerated the 
process of currency swap among themselves and 
with developed economies. At the fi fth BRICS 
summit meeting held in Durban, South Africa in 
March 2013, the People’s Bank of China, its central 
bank, signed with Brazil’s central bank a currency 
swap agreement, allowing for up to 60 billion 
Brazilian real or 190 billion yuan of trade in their 
respective currencies. In October 2013, China and 
Indonesia struck a currency swap deal, allowing for 
100 billion yuan or 175 trillion Indonesian rupiah 
of trade in their respective currencies (See Table 
7.8). In the same month, the chiefs of finance and 
central bank from Korea and Indonesia also reached 
an agreement in Washington on their currency 
swap up to USD10 billion. Besides, China has also 
signed similar agreements with Korea, Turkey and 
Argentina. The signing of these currency swap 
agreements has deepened currency cooperation 
within the E11.
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Table 7.8  Current swap agreements signed by China in 2011-2013

Date of signature Economy Scale of funds Tenure

April 18, 2011 New Zealand RMB25 billion Three years 

April 19, 2011 Uzbekistan RMB700 million Three years

May 6, 2011 Mongolia RMB5 billion Three years

June 13, 2011 Kazakhstan RMB7 billion Three years

October 26, 2011 Korea, Republic of RMB360 billion/KRW64 trillion Re-signed, three years

November 22, 2011 China’s Hong Kong RMB400 billion/HKD490 billion Re-signed, three years 

December 22, 2011 Thailand RMB70 billion/THB320 billion Three years

December 23, 2011 Pakistan RMB10 billion/PKR140 billion Three years

January 17, 2012 United Arab Emirates RMB35 billion/AED20 billion Three years

February 18, 2012 Malaysia RMB180 billion/MYR90 billion Re-signed, three years 

February 21, 2012 Turkey RMB10 billion/TRY3 billion Three years 

March 20, 2012 Mongolia RMB10 billion/MNT2 trillion Re-signed, three years 

March 22, 2012 Australia RMB200 billion/AUD30 billion Three years 

June 26, 2012 Ukraine RMB15 billion/UAH19 billion Three years 

March 7, 2013 Singapore RMB300 billion Re-signed, three years

March 26, 2013 Brazil RMB190 billion/BRL60 billion Three years 

June 22, 2013 UK RMB200 billion/GBP20 billion Three years 

September 9, 2013 Hungary RMB10 billion/HUF375 billion Three years

September 12, 2013 Albania RMB2 billion Three years 

September 30, 2013 Iceland RMB3.5 billion/ISK66 billion Re-signed, three years 

October 1, 2013 Indonesia RMB100 billion/IDR175 trillion Re-signed, three years 

October 9, 2013 European Central Bank RMB350 billion/EUR45 billion Three years 

Source: People’s Bank of China.

Nevertheless, the E11 has displayed a di� erent 
form in its currency cooperation with developed 
economies.  As par t  of  the move,  some E11 
economies have stepped up the process of currency 
swap with major developed economies. What is 
noteworthy is active and effective consultations 
held between the People’s Bank of China and 
European Central Bank since the start of 2013 on 
the bilateral currency swap deal and the signing of a 
currency swap agreement in October 2013, allowing 
for a RMB350 billion or EUR45 billion trade in their 
respective currencies. The signing of such a currency 
swap deal marks a new step toward cooperation 
between the two central banks in the monetary 
and � nancial domains and can o� er the support of 

liquidity to the RMB market in the eurozone. It will 
promote the use of RMB in overseas markets and 
facilitate trade and investment conveniences. By 
that time, China’s central bank had struck currency 
swap deals totaling RMB2.57 trillion. In addition, 
India and Japan also renewed in December 2012 a 
currency swap pact, enabling both countries to 
swap their local currencies in either Japanese yen 
or Indian rupee against US dollar for an amount 
up to USD15 billion. Earlier, both countries had a similar 
arrangement for an amount of up to USD3 billion for a 
period of 3 years between June 2008 and June 2011. 
In June 2013, the People’s Bank of China and Bank of 
England signed a RMB200 billion/GBP20 billion-worth 
currency swap pact, in a move to o� er supports to 
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bilateral economic and trade exchanges. On the 
other hand, some E11 economies have also paused 
or stopped signing with developed economies 
a currency swap pact. Under the influence of a 
territorial dispute, Korea and Japan did not renew 
a USD27 billion currency swap facility designed to 
protect their economies against financial crisis in 
October 2012 and the value of bilateral currency 
swap arrangements between the two will return to 
USD3 billion. In June 2013, the central banks of the 
two countries announced that they will not extend 
the USD3 billion currency swap arrangement 
due to expire. Earlier in January 2010, Mexico also 
made a decision to pause a USD30 billion currency 
swap pact it signed with the US Federal Reserve in 
October 2008.

7.3.2  Deepening Cooperation among Financial 
Institutions

In recent years, the E11 economies have increasingly 
deepened cooperation among their financial 
institutions, as reflected by a series of substantial 
progresses achieved by the financial institutions 
of BRICS countries. As early as at the BRIC summit 
in Brasilia in April 2010, development banks from 
the four BRIC countries—Brazil, Russia, India and 
China—signed the memorandum of cooperation 
aimed at offering diversified financial services to 
their economic and technological cooperation 
and investment development. The deal marked 
the formal establishment of a bank cooperation 
mechanism among BRIC members.

At the Sanya summit convened in April 
2011, the BRICS’ state development banks signed 
a framework agreement aimed at strengthening 
cooperation among their financial institutions, 
improving economic and commercial ties among 
BRICS members, increasing cooperation in the 
� nance, securities and other � nancial mechanisms, 
and supporting their import and export trade. 
According to the framework accord, the other four 
development banks will deepen cooperation with 
South Africa’s development bank in the following 
four aspects: 1) To steadily expand local currency 

settlement and the scale of lending to facilitate 
trade and investment conveniences among BRICS 
countries; 2) To actively conduct project cooperation 
and strengthen their investment and financing 
cooperation in resources, high technology, low-
carbon, environmental protection and other 
areas; 3) To actively carry out their capital market 
cooperation, including bonds issuance and listing 
of enterprises; 4) To further promote information 
communications among the banks of BRICS 
countries on economic and � nancial situations and 
project � nancing.

With the gradual advancement of their 
financial cooperation, BRICS countries have also 
made substantial progress on some specific 
projects. In March 2012, BRICS countries signed in 
New Delhi the Master Agreement on Extending 
Credit Facility in Local Currency and the Multilateral 
Letter of Credit Confirmation Facility Agreement. 
The signing of the two agreements, which involve 
trade financing, investment projects and other 
areas, marked the direct and substantial progresses 
BRICS countries achieved in pushing for financial 
cooperation.

At the Durban summit in March 2013, the 
state development banks of BRICS countries 
also signed an agreement on cooperation on 
sustainable development and joint financing. A 
multilateral accord on the joint � nancing for African 
infrastructure was also reached. In addition, the 
People’s Bank of China and South African Reserve 
Bank also signed an agreement that will allow the 
latter to invest in China’s inter-bank bond market 
through the former, which will act as a proxy (See 
Table 7.9). The agreement will help promote � nancial 
cooperation between the two countries and other 
BRICS members. The signing of all these accords, 
which will push forward commodities, services 
and investment activities in the official currencies 
of BRICS countries, will inevitably more forcibly 
push forward their economic and trade exchanges, 
expand their financing and investment scale and 
promote their faster economic development.

Table 7.9  Major � nancial cooperation pacts between China and 
other BRICS members in 2011-2013

Time of signature Name of pacts

April 2011 The Framework Agreement on Strengthening Cooperation Among Financial Institutions 
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Time of signature Name of pacts

March 2012
The Master Agreement on Extending Credit Facility in Local Currency; The Multilateral Letter 
of Credit Con� rmation Facility Agreement

March 2013

The Agreement on Sustainable Development Cooperation and Joint Financing; The 
Multilateral Accord on Joint Financing for African Infrastructure; The Agreement on the 
Investment of South African Reserve Bank in China’s Inter-Bank Bond Market through the 
People’s Bank of China as the Proxy; The Agreement between the PBOC and Brazil’s Central 
Bank on Local-Currency Swap

Source: Based on relevant website materials.

7.3.3  New Progress in Developmental Financial 
Cooperation

Currently, international developmental financial 
institutions mainly include the World Bank, Asian 
Development Bank and other regional multilateral 
development institutions. Given the l imited 
financing scale of the current multilateral financial 
institutions for infrastructure construction, their 
limited environmental protection investment in 
emerging economies and the reverse-capital flow 
from some emerging economies to developed 
one as well as for strengthening cooperation 
among emerging economies, India first proposed 
the establishment of a development bank among 
RBICS members. According to the Indian proposal, 
the development bank, which will be dominated, 
funded and managed by BRICS countries, is aimed 
to meet specific investment demands from BRICS 
countries, other emerging markets and developing 
economies.

At the finance ministers’ meeting held in 
Washington on March 19, 2012, BRICS countries 
reached a consensus on the establishment of a 
development bank working group. At the fourth 
BRICS summit held in New Delhi, India, on March 
29, 2012, leaders of the five BRICS members 
shared a common stance on the creation of the 
development bank, putting forward “the possibility 
needs to be explored for setting up a development 
bank, to raise funds for infrastructure construction 
and sustainable development projects of BRICS 
countries and other developing countries and o� er 
a supplement to the extant multilateral and regional 
financial organs in promoting global growth and 
development”. Participating leaders also demanded 
that the � nance ministers of BRICS countries review 
the proposal’s possibility and feasibility and set up a 
joint working group for further studies.

For faci l i tat ing the study of  the bank ’s 

possibility and feasibility, BRICS countries set up 
a development bank working group. The group 
listed areas and issues that needed concentrated 
discussions, including: functions of the bank, 
membership and openness, capital structure, 
governance structure, credit rating and intelligence 
functions as well as cooperation in other areas. 
With the deepening of the feasibility study, BRICS 
countries have extensively adopted a sound and 
prudent attitude, moderately slowed their schedules 
and decided not to set a definite timetable for 
the completion of the feasibility research report 
and the establishment of the bank. In the Durban 
Declaration issued at the � fth BRICS summit held in 
South Africa on March 27, 2013, the leaders of the 
bloc, based on the bank’s research report made by 
their finance ministers, believed the establishment 
of a new development bank was possible and also 
feasible, and thus agreed on its establishment. 
They also believed that in the initial period after its 
establishment, the bank should have substantial 
and su�  cient capitals so that it can e� ectively o� er 
infrastructure construction financing. However, at 
this summit meeting, no consensus was reached on 
the size of the bank’s fund, concrete functions and 
location. At their informal meeting in St Petersburg 
convened in September 2013, leaders of BRICS 
countries reached a common ground on stepping 
up the construction of the BRICS development 
bank.

Besides, China has also been actively pursuing 
developmental � nancial cooperation with Argentina, 
Russia, Indonesia and other emerging economies. 
In March 2012, the China Development Bank signed 
with Argentina’s Bank for Investment and Foreign 
Trade (BICE) a two-stage financial cooperation 
agreement. According to the agreement, China 
Development Bank (CDB) will provide BICE with 
a total of USD200 million in long-term loans for 

continued
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industrial infrastructure construction, renewable 
energy development and other projects.  In 
September 2013, China explicitly put forward the 
proposal on the establishment of the Shanghai 
Cooperation Organization (SCO) Development Bank 
and a special SCO account, in a move to strengthen 
financial cooperation among SCO members. In 

October 2013, China proposed the establishment 
of an Asian Infrastructure Investment Bank, to o� er 
financial support for infrastructure construction in 
developing countries in the region, including ASEAN 
members and thus promote interconnectivity and 
economic integration in the region.
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The E11 economies have achieved some new 
development in the field of social development 
since 2012. Korea and Saudi Arabia have led the 
group in terms of comprehensive performance 
based on social development indicators. Korea, 
South Africa and Saudi Arabia, to be more exact, 
have performed better than other economies in 
terms of “soft power”, such as social trust, operational 
environment and national risk. China and Russia 
have led other economies in terms of “hard power”, 
such as national defense ability and traditional 
transportation capability. Regarding environment 
and health, Korea, Saudi Arabia, Argentina and 
Turkey have put in more resources and have had 
better performance than other economies. Korea 
and Russia have excelled in the field of education 
while in terms of R&D, Korea and China have led 
other E11 economies. Compared with the G7, the 
E11 economies still lag behind in terms of absolute 
level of social development, but they have shown 
signs of improvement so that there has been a trend 
of convergence between the two groups based on 
social development indicators.

8.1  Social Capital
Social  capital  refers  to the bonds between 
individuals and groups, which can produce trust 
and security in social networks and contribute to 
e�  ciency improvement of individuals and groups in 
the networks in their production activities and daily 
life. Similar to input in a society’s infrastructure, input 
in social capital can also produce public bene� t and 
provide good conditions or guarantee for private 

sector operation. The difference between them is 
that while input in infrastructure can be directly 
measured by the scale of capital, the value of social 
capital can only be indirectly assessed through 
some subjective or objective indices or rankings. 
On the whole, the social capital accumulation level 
of the emerging economies represented by the 
E11 is lower than that of the developed economies 
represented by the G7, and within the E11, these 
economies have given priority to di� erent � elds of 
social capital. Korea, Saudi Arabia and South Africa 
have relatively high level in social trust, operational 
environment, national politics, and comprehensive 
risk control, while China, Russia and India have 
higher level of social capital accumulation in 
interpersonal safety and traditional security.

8.1.1  Incorruptness

Corruption is a toxic that undermines domestic 
trust, especially people’s trust in public sectors. 
Transparency International compiles and releases its 
Corruption Perceptions Index of a country or region 
every year from 1995. The index assesses and ranks 
a country or region in terms of people’s subjective 
perceptions of local corruption conditions. The 
higher the score of the index is, the less corruption 
people perceive and the cleaner the public sector 
is. The scores of the index for the E11 economies 
are relatively low. In 2012, the average level of 
the index was 4.3 globally while the index of only 
Korea, Turkey, Saudi Arabia, South Africa and Brazil 
was higher than the average level. The score of 
China was close to the global average. Among 
the E11 economies, Korea had the highest score 
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of cleanness, ranking 45th globally, two notches 
down from the previous year. Seen from the 
development trend in 2011-2012 period, among 
the E11 economies, corruption in all economies 

but Saudi Arabia has improved. Comparatively, 
except Italy, which has a low score in the index, the 
G7 members all score higher than 7 in the index 
(See Figure 8.1).

Figure 8.1  Scores and rankings of Corruption Perceptions 
Index of the E11 and G7 in 2010-2012

Note: Rankings and scores shown in the graphic refer to 2012 data.
Source: Transparency International’s Corruption Perceptions Index database, http://www.transparency.org/.

8.1.2  Social Safety

Australian think-tank Institute for Economics and 
Peace has compiled and released the Global Peace 
Index since 2007. Based on 23 quantitative and 
qualitative indicators1, such as domestic criminality, 
rate of suicides,  organized confl icts,  violent 
demonstrations, political instability, terror acts 
and ratio of external military expenditure, military 
development, and relations with neighboring 
countries, in 162 countries and regions2, the index is 
used to assess the level of peace for those countries 
and regions3. It can, to an extent, re� ect social safety 

1  The index had 24 indicators before 2008 and since then until 
2013, it had 23 indicators. Now it has 22 indicators.

2  In 2007, only 121 countries and regions were involved. The 
number increasd to 162 in 2013. Those eligible for inclusion in 
the index must have a population of at least 1 million or land 
acreage of more than 20,000 square kilometers.

3  The study does not take into consideration economic and fi nancial 
conditions, but it takes into consideration social turbulences 
caused by poor economic conditions.

conditions. In 2013, the average score of the 162 
countries and regions in the Global Peace Index was 
2.0, and if the score of a country or region is lower 
than 2.0, it means the country or region enjoys 
higher level of peace, and vice versa. Among the 
E11 economies, Korea, Indonesia and Argentina see 
their level of peace reach or exceed the average 
global level (See Figure 8.2). Brazil’s level of peace 
exceeded the global average in 2012, but in 2013, 
its level of peace fell below the average global level. 
The G7 economies performed better than the E11, 
with only the US having a level of peace lower 
the global average. The US ranked the 99th in the 
index in 2013, compared with the 88th in 2012. 
China’s level of peace is similar to that of the US 
and ranked the 101st in 2013, compared with the 
89th in 2012.
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Figure 8.2  Scores and rankings of Global Peace Index of the E11 and G7 in 2011-2013
Note: Rankings and scores shown in the fi gure are for 2013.
Source: Institute for Economics and Peace website, http://economicsandpeace.org.

8.1.3  National Defense Capacity

According to the global military expenditure statistics 
calculated by the Stockholm International Peace 
Research Institute using constant prices, quite a 
few E11 economies lead the world in terms of 
military spending. It means they are more capable 
of protecting their traditional security, i.e. they make 
relatively adequate social capital inputs in promoting 
security. Among the E11 economies, China, Russia, 
Saudi Arabia, India, Brazil, Korea and Turkey are among 
the top 15 countries and regions globally in terms of 
military spending. In 2012, the overall military spending 
by the E11 economies accounted for 27% of the global 
total, up from 24% in 2011. Compared with that of the 
G7, military spending of the E11 economies has been 
very limited. In 2012, the G7 economies were all among 
the top 15 globally in terms of military spending scale 
and their overall military spending accounted for about 
56% of global total, down from 60% in 2011. The US 
alone took 39% of the global total, down from 43% in 
2011 (See Figure 8.3).

8.1.4  Operational Environment

According to the World Bank rankings1 on ease 

1 The World Bank provides composite rankings in ten fields, 
including “starting a business”, “dealing with construction 
permits”, “getting electricity”, “registering property”, “getting 
credit”, “protecting investors”, “paying taxes”, “trading across 
borders”, “enforcing contracts” and “resolving insolvency”, 
which infl uence the life cycle of businesses.

of doing business in 189 economies, the E11 
economies have had a varying performance. Korea, 
which had the best performance among the E11 
economies, ranked 7th globally in the 2014 rankings 
while India, which per formed poorly, ranked 
134th. Despite that, none of the E11 economies 
was among the last 25% economies with worst 
performance. Korea, Saudi Arabia, South Africa, 
Mexico, Turkey, and Russia were among the top 50% 
economies. Compared with those of 2012, rankings 
of Korea, Turkey, Russia, Indonesia and Brazil in ease 
of doing business are expected to rise in 2014. 
Russia was the best performer in this respect, rising 
to the 92nd place in 2014 from the 112nd place 
in 2012. Improvement in Russia’s ease of doing 
business performance lies mainly in optimization of 
power supply and simpli� ed procedures of customs 
clearance. The formation of the Eurasian Union has 
boosted Russia’s reform. However, corruption and 
excessive regulatory involvement in business remain 
serious. China’s low rankings are mainly caused by 
its low rankings in “starting a business” (the 158th 
place) and “dealing with construction permits” (the 
185th place). China has been rising in the rankings 
of “getting credit” and “enforcing contracts” since 
2013, when the Chinese government promulgated 
the Regulation on the Administration of Credit 
Investigation Industry, which stipulates that the 
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lender is entitled to check personal information and 
when the revised Civil Procedural Law has simpli� ed 
court procedures for trial and contract enforcement.

The G7 economies are all high in the rankings, 
with Italy, which ranks the lowest among them, 
nevertheless among the top 50% (See Figure 8.4).

Figure 8.3  Military spending and rankings of the E11 and G7 in 2011-2013
Note: 2013 data are forecasts by the report authors.
Source: Stockholm International Peace Research Institute’s military spending database, http://www.sipri.org/databases/milex.

Figure 8.4  Ease of Doing Business Index rankings of the E11 and G7 in 2012-2014
Note: Numbers in the fi gure are 2014 data; the 2014 report refl ects results from June 2012 to May 2013; such a law also applies to reports of 

other years.
Source: World Bank Group Ease of Doing Business Index database, http://www.doingbusiness.org/.

8.1.5  National Risk

The Economist Intelligence Unit (EIU) provides 
a National Risk Index database that covers more 
topics. The index is based on 66 indicators in 

ten criteria, including security, political stability, 
government effectiveness, legal and regulatory 
environment, macroeconomic risks, foreign trade 
and payment issues, labor markets, � nancial risks, tax 



Chapter 8
Social Development

91

policy and the standard of local infrastructure. The 
ten criteria are assessed on a scale of 0-100, with 0 
indicating very little risk to business pro� tability and 
100 indicating very high risk. The 180 countries and 
regions are graded on a scale of A to E, representing 
very little risk, low risk, mid-level risk, high risk 
and very high risk. On the whole, the emerging 
economies are faced with mid-level national risk 
and lag far behind the developed economies, 

which are at the low-risk level. Regarding the 
performance of individual economies of the E11 in 
2013, Korea continued to be at a low-risk level while 
South Africa and Saudi Arabia had low risk; the two 
economies were assessed to have mid-level risk in 
2012. Argentina still su� ered from high risk and the 
remaining E11 economies all had mid-level risk, the 
same as in 2012. In contrast, the G7 all had low or 
very little risk (See Figure 8.5).

Figure 8.5  Scores and gradings of National Risk Index of the E11 and G7 in 2011-2013
Note: Numbers and gradings in the fi gure are 2013 data.
Source: EIU National Risk Index database.

8.2  Infrastructure
The E11 economies have varying performances 
in terms of infrastructure construction.  The 
infrastructure construction level is directly related 
to a country ’s economic development phase 
and whether a country attaches importance to 
infrastructure construction also helps or obstructs 
its economic development. The traditional major 
powers in the E11 that boast a large population and 
vast territory have excelled due to their large scale of 
economy and the e� ect of scale is obvious in their 
transportation, telecommunications and Internet 
sectors. Construction of relevant industries has 
provided and will continue to provide an enormous 
commercial boost for their domestic economic 
development. Inputs in health, education and 
scientific research, meanwhile, reflect a country’s 
effort to improve people’s awareness as modern 
citizens and play a more fundamental role in 

promoting a country’s stable development. China, 
Korea and Saudi Arabia perform better than other 
E11 economies in this respect.

8.2.1  Transportation

Smooth transportation is a basic element in 
guaranteeing economic act iv i t ies .  The E11 
economies as a whole lacks behind the developed 
economies in terms of infrastructure construction 
and therefore has grown relatively fast in that 
respect. Due to statistical limitations, this report only 
analyses passenger and freight transport by air and 
railway freight transport.

Compared with developed economies, the 
emerging economies still su� er from low level of air 
transportation. If their large population base is taken 
into consideration, the gap will become bigger. The 
air transportation capacity of a country is determined 
by such factors as economic development level, per 
capita income, population structure and quantity, 
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travel cost and consumer propensity. Most E11 
members are middle- and low-income economies 
and their development phase determines that 
their air transport remains premature and has great 
potential for further development. In the wake of 
the global � nancial crisis, except a small number of 
economies, the majority of the emerging economies 
and, in particular, the developed economies have 
seen their air passenger numbers grow signi� cantly. 
The airline passenger capacity of China, Turkey, 
Indonesia, Russia and Brazil increased by 26 million, 
10 million, 9 million, 8 million and 7 million person-
times, respectively, in 2012 year-on-year, and their 

growth was smaller compared with that in the 
previous year. Among the E11 economies, only 
India saw its airline passenger numbers fall. Among 
the G7 economies, Japan saw the largest increase 
in passenger numbers, which was 9 million (See 
Figure 8.6). Passenger numbers of Germany and 
Italy declined. On the whole, in 2012, passenger 
numbers of the E11 equaled 65.9% of those of the 
G7, compared with 61.6% in 2011. It is expected that 
the ratio would rise to about 71% in 2013. As the 
world economy continues to recover, both the E11 
and G7 would perform better in 2013 in terms of 
airline passenger numbers than in 2012.

The gap between the E11 and G7 economies 
is even bigger in terms of freight air transport (See 
Figure 8.7). In 2012, the overall scale of freight 
air transport of the E11 was about 62.0% that of 
the G7, a slight improvement compared with the 
previous year, when the ratio was 61.6%. In 2013, it 
is expected to rise slightly to 62.7%.

Freight air transport mainly involves products 
of high value added while railway transport 
is more suitable for commodities, such as raw 
materials. the E11 economies have an advantage 
ove r  t h e  G 7  e c o n o m i e s  i n  r a i l w ay  f re i g h t 
transport (See Figure 8.8). In 2011, the overall 
volume of railway freight transport was 1.96 
times that of the G7 economies. In 2013, it was 

expected to rise further to about 2 times.

8.2.2  Information and Communications

Informationization has become an important pillar 
supporting the development of the emerging-
mar k et  economies .  The  de ve lopment  and 
popularization of information and communications 
and Internet technologies are conducive to 
improvement in corporate productivity and resource 
utility efficiency and indirectly promote corporate 
competitiveness on the market.

Due to economic and technological development, 
mobile devices have increasingly become the 
mainstream tools of communication. Seen from the 
number of cell phone users, there is almost no gap 

Figure 8.6  Passenger air transport of the E11 and G7 in 2010-2013
Note: Numbers in the fi gure are 2012 data; 2013 data are estimated by this report.
Source: World Bank, WDI database, Jan. 2014.
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Figure 8.7  Freight air transport of the E11 and G7 in 2010-2013
Note: Numbers in the fi gure are 2012 data; 2013 data are estimated by this report.
Source: World Bank, WDI database, Jan. 2014.

Figure 8.8  Railway freight transport of the E11 and G7 in 2010-2013
Note: Numbers in the fi gure are 2011 data; 2012 and 2013 data are estimated by this report.
Source: World Bank, WDI database, Jan. 2014.

between the E11 economies and the G7 developed 
economies in recent years. In 2012, the number of 
mobile phones per 100 people was 185 and 184 
in Saudi Arabia and Russia, respectively, more than 
that in Italy, which has the highest ratio of mobile 
phone ownership among the G7 economies (See 
Figure 8.9). Saudi Arabia and Russia lead the E11 

bloc in terms of the mobile phone ownership 
ratio. India has the lowest ratio among the E11 
economies and its ratio is roughly at the same 
level of Canada, which has the lowest ratio among 
the G7 economies. Seen from the growth rate of 
mobile phone ownership, the E11 economies have 
performed much better than the G7 economies. In 
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2012, the number of mobile phones per 100 people 
increased by double-digit growth year-on-year in 
both China and Indonesia, while it increased only by 
6.6% in Japan, which has the largest growth among 

the G7 economies in terms of the ownership. It is 
expected the number would increase rapidly in 
China, India, Indonesia and South Africa in 2013.

Figure 8.9  Number of mobile phones per 100 people in the E11 and G7 in 2010-2013
Note: Numbers in the fi gure are 2012 data; 2013 data are estimated by this report.
Source: World Bank, WDI database, Jan. 2014.

Compared with communications technology 
gap, the network technology gap is even bigger 
between the E11 and G7 in terms of Internet usage. 
Among the E11 economies, only Korea has an 
Internet usage similar to that of major developed 
economies, while the level of Internet usage is 
low in other E11 economies. India and Indonesia, 
among the E11 economies, have the lowest level of 
Internet usage. In India and Indonesia, the number 
of Internet users per 100 people is 13 and 15, 
respectively. South Africa has made much headway 
in this respect, with its number of Internet users 
per 100 people rising to 41 in 2012 from 21 in the 
previous year (See Figure 8.10). On the whole, the 
emerging economies have low Internet penetration 
rate but they have had faster growth, which re� ects 
their great growth potential and bright growth 
prospects in terms of Internet usage in the future.

8.2.3 Environment and Health

Both the E11 and G7 economies face heavy environmental 

protection pressure. Many local species of those 
economies have been under serious threat. In such 
E11 economies as Indonesia, Korea and Mexico, the 
number of species under threat per million square 
kilometers is 385, 330 and 314, respectively, while 
that in such G7 economies as Italy, Japan and the UK 
is 398, 291 and 259, respectively (See Figure 8.11). 
In terms of species that need protection, Korea, 
Japan, the UK and Italy face great pressure from � sh 
protection, while Korea, Japan and Indonesia face 
quite heavy pressure in protection of mammals. The 
US, Brazil and China are geographically vast and, 
in reality, the absolute number of species on their 
soil that are under threat is larger than that in other 
economies. The human society should shoulder 
great responsibilities in environmental protection 
and improvement to conserve the homeland shared 
by human beings and other species.



Chapter 8
Social Development

95

Figure 8.10  Internet penetration rates of the E11 and G7 in 2010-2013
Note: Numbers in the fi gure are 2012 data; 2013 data are estimated by this report.
Source: World Bank, WDI database, Jan. 2014.

Figure 8.11  Number of species under threat in the E11 and G7 in 2013
Note: The fi gure shows the number of species under threat per million square kilometers. The numbers are aggregates.
Source: World Bank, WDI database, Jan. 2014.
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Due to limitations of development phase 
and economic strength, the emerging economies 
lag behind the developed economies in terms 
of overall health and medical equipment level. 
Among the E11 economies, only Korea and Sandi 
Arabia are capable of ensuring every one has access 
to improved sanitary facilities. In Argentina and 
Turkey, the ratio is about 90%. In terms of use of 
improved sanitary facilities1, India lags far behind, 
1  According to WHO definition, improved sanitation facilities 

refer to connection to a public sewer, connection to a septic 
system, pour-fl ush latrine, access to a pit latrine, and ventilated 
improved pit latrine. 

with only about one-third of the Indian people 
having access to improved sanitary facilities (See 
Figure 8.12). In contrast, among the G7 economies, 
except Italy, whose data are unavailable, people in 
all the other six economies have access to improved 
sanitary facilities. The level of sanitary conditions 
will have an impact on a country’s level of health 
and demographic quality and most emerging 
economies should pay adequate attention to this 
issue.

Figure 8.12  Ratio of people having access to improved sanitary 
facilities in the E11 and G7 in 2010-2013

Note: Data of Italy are not available. Numbers in the fi gure are 2011 data; 2012 and 2013 data are estimated by this report.
Source: World Bank, WDI database, Jan. 2014.

Seen from per capital health cost, the gap 
between the emerging economies and the 
developed economies is huge, although it will 
gradually be narrowed down. In 2011, the average 
per capita cost of the G7 economies was 7.3 times 
that of the emerging economies, compared with 
8.0 times in the previous year. It is expected that 
the gap will be narrowed down to 6.7 times. Even 
among the E11 economies, the per capita health 
cost levels vary greatly. In 2011, the per capita health 
cost of Korea, which has the highest level among 
the E11 economies, was 27 times that of India, which 
has the lowest level. Within the G7, however, the US, 
which has the highest level, was only 2.5 times that 
of Italy, which has the lowest level (See Figure 8.13).

The inadequate per capita health cost is quite 
related with the inadequate � scal inputs in health in 
the E11 economies. On the whole, the scale of their 
health inputs is smaller than that of the developed 
economies. If the fact that the absolute quantity of 
� scal expenditure of the E11 is already less than that of 
developed economies, then the smaller proportion 
of health inputs means serious inadequacy in 
inputs in people’s well-being and quality by the 
E11 economies. Among the E11 economies, the 
proportion of health cost to fiscal expenditure is 
above 10% only in Argentina, Korea, Turkey, South 
Africa, China and Mexico. In Argentina, the ratio is 
above 20%; but it is below 15% in all the other E11 
economies. Seen from the development trend, the 
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ratio of health cost to fiscal expenditure is relatively 
stable in Turkey, Mexico and Russia, while in 
Indonesia, it has been on the decline. The ratio has 
risen in all other economies, with Argentina having 

the strongest momentum of growth. In contrast, the 
ratio of all the G7 economies keeps at a high level 
(See Figure 8.14).

Figure 8.14  Ratio of health cost to government expenditure 
in the E11 and G7 in 2010-2013

Note: Numbers in the fi gure are 2011 data except that for Canada (2010); the 2011 data for Canada and 2012 and 2013 data are estimated by 
this report.

Source: World Bank, WDI database, Jan. 2014.

Figure 8.13  Per capita health cost of the E11 and G7 in 2010-2013
Note: Numbers in the fi gure are 2011 data except that for Japan; the 2011 data for Japan, and all 2012 and 2013 data are estimated by this 

report.
Source: World Bank, WDI database, Jan. 2014.
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8.2.4  Education and Science & Technology

Seen from the ratio of public expenditure for 
education to GDP, the gap between the E11 and 
G7 economies is insignificant. The ratio of public 
expenditure for education to government fiscal 
expenditure of emerging economies is even 
higher than that of the developed economies (See 
Figure 8.15). It signifies that the governments of 

major emerging economies have recognized the 
importance of education in their economic and 
social development and consciously increased � scal 
inputs in this respect. However, considering that the 
GDP of the G7 economies is larger than that of the 
E11 economies, the real scale of public expenditure 
for education in the emerging economies needs to 
be further expanded. 

Figure 8.15  Ratio of overall public expenditure in education to government � scal 
expenditure in some E11 and G7 economies in 2009-2012

Note: Numbers in the fi gure are from the latest years available.
Source: 2009 and 2012 data for China are from China Statistical Yearbook; 2010 data for Mexico, Korea, Russia, the US, Italy, Canada and 

Japan are from OECD, Education at a Glance 2013; other data are from World Bank, WDI database, Jan. 2014.

A country’s R&D inputs have a direct bearing on 
its future scienti� c and technological development 
capabilities. Although inputs may not necessarily 
transform into output instantly, failure to make 
adequate investment is set to offset a country’s 
efforts to create the driving force for its future 
economic growth. The Battelle Memorial Institute, 
which released the 2013 Global R&D Funding 
Forecast, revealed the ratio of R&D spending of the 
E11 and G7 economies to GDP in the 2011-2013 
period based on Purchasing Power Parity (PPP). 
It can reflect the development of R&D in major 
emerging and developed economies in recent years. 
Among the E11 economies, Korea has a high R&D/
GDP ratio, which was 3.6% in 2013, which is even 
higher than that of Japan. China is in the second 
place in terms of R&D expenditure, which was 
about 1.9% of GDP, 0.4 percentage point and 0.6 

percentage point higher than that of Russia (with 
the third highest R&D/GDP ratio) and Brazil (with the 
fourth highest R&D/GDP ratio) (See Figure 8.16). On 
the whole, from 2011 to 2012, the R&D/GDP ratio in 
all E11 economies went up except for Saudi Arabia 
and Indonesia, which slightly dropped. It was largely 
unchanged in Turkey and Argentina, while it rose in 
all other E11 economies. Among the G7 economies, 
Japan has the highest R&D/GDP ratio, which was 
3.4% in 2013. Due to their statistical limitations and 
quality, the R&D input of the E11 economies could 
have been underestimated, but the data available 
are enough to prove the gap between the two 
groups. The inadequate R&D inputs of the E11 
economies will lead to inadequate innovation and 
poor growth quality and even affect their long-term 
economic growth.
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Figure 8.16  Ratio of R&D spending to GDP of the E11 and G7 in 2011-2013
Note: Numbers in the fi gure are 2013 data.

Source: Battelle Memorial Institute, 2012 Global R&D Funding Forecast, Nov. 2013.
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9.1  Argentina

9.1.1  Economic Situation

Argentina’s economy suddenly slowed in 2012. 
Based on market exchange rate, its GDP was 
USD475.2 billion in 2012, USD30.6 billion more than 
the previous year. Its real GDP growth was only 1.9%. 
In 2013, Argentina’s economic growth recovered 
a little, with its real GDP growth rates registered 
at 3.1%, 8.3% and 5.5%, year-on-year in the first 
three quarters, respectively (See Table 9.1). Its GDP 
contracted somewhat in the fourth quarter and it is 
expected the whole-year real GDP growth could be 
3.5% year-on-year. Seen from the expenditure-side 
components of GDP, in the first three quarters of 
2013, private consumption contributed 3.8%, 5.9% 
and 4.0%, respectively, to year-on-year GDP growth. 
Contribution of fixed-asset investment to GDP 
growth was 0.3%, 3.3% and 1.1%. The trade sector 
continued to drag on Argentina’s economy and 
the contribution of net exports to GDP growth was 
negative. Argentina’s economy is expected to slow 
signi� cantly in 2014 due to weakening international 
trade and its growth rate could be 2.8% in 2014.

Argentina continued to suffer from severe 
inflation in 2013. In the first three quarters, its CPI 
remained at high levels, reaching 10.8%, 10.4% and 
10.6%, respectively. On a month-on-month basis, 
it increased by 2.7%, 2.1% and 2.6%, respectively. 
The rising prices of raw materials and labor have 
pushed up the country ’s PPI. In the first three 
quarters of 2013, Argentina’s PPI rose by 14.8% year-
on-year. Its unemployment rate, meanwhile, has 
been on the decline. In the first quarter, it was as 
high as 7.9%, the highest since the second quarter 
of 2010. Thanks to recovery of industrial activities, 
it started to gradually drop in the second and third 
quarter, falling to 7.3% and 6.8%, respectively. Due 
to unstable growth, poor profit-making abilities of 
the corporate sector, and possible salary hike, the 
country’s unemployment rate could rise again in 
2014.

In 2013, Argentina’s stock market performed 
well, with the Merval Index of the Buenos Aires 
stock market rose by 84.5%, the second largest 
gain among all the stock indexes in 58 countries 
and regions recorded by the World Federation of 
Exchanges.

Chapter 9
Country Report of the E111

Table 9.1 1Changes in main economic indicators of Argentina2

  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 7.28 5.22 0.00 0.70 2.07 3.05 8.26 5.53

Export of goods (FOB, USD billion) 12.18 18.28 21.14 22.14 19.82 17.38 23.55 22.56

Import (CIF, USD billion) 18.52 15.31 17.00 18.59 17.61 16.07 19.90 20.37

Oil output (1,000 barrels/day) 690 680 670 680 660 630 640 630

1  All the E11 economies are arranged in English alphabetical order.
2  Quarterly growth fi gures in the tables of this chapter, if not specifi ed, are on a year-on-year basis.
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  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

International reserves (USD 
billion, end of period)

43.23 43.96 43.16 41.50 39.92 37.23 34.54 32.07

CPI growth rate (%, average) 9.50 9.71 9.87 9.95 10.57 10.83 10.43 10.56

PPI growth rate (%, average) 11.79 9.38 12.82 13.06 13.36 16.79 14.67 14.84

Merval stock index (end of period, 
June 30, 1986=0.01)

2,463 2,684 2,347 2,452 2,854 3,381 2,976 4,784

Unemployment rate (%) 6.74 7.14 7.21 7.60 6.87 7.93 7.25 6.82

Source: EIU, CEIC, National Institute of Statistics and Census of Argentina, Dec. 2013.

9.1.2  Economic Policy

With inadequate inbound capital,  Argentina 
continued to adopt pro-active � scal and monetary 
policies to maintain economic growth and support 
employment and social welfare in 2013. On the 
one hand, it expanded public � scal expenditure; on 
the other hand, its central bank directly subsidized 
finance, which led to serious excessive issuance of 
money. In early November 2013, the Argentinean 
government increased an emergency public � nance 
budget of 80.735 billion peso (about USD12.525 
billion); at the end of November 2013, it again 
increased 18.179 billion peso (about USD2.821 
billion) public � nance budget for various allowances 
and subsidies, further exacerbating its de� cit-laden 
� scal conditions. The government’s whole-year � scal 
de� cits increased to 3.2% of GDP and currency issue 
increased by about 25% (See Table 9.2).

Although the Argentinean government has 

put in place strict foreign exchange control policies, 
the trend of foreign exchange losses is yet to be 
e� ectively checked. By the end of November 2013, 
the foreign exchange losses of the Argentinean 
central bank amounted to USD12 billion and its 
foreign exchange reserves dropped to USD31 billion, 
the lowest level in ten years. On the one hand, the 
country’s delayed foreign exchange rate adjustment 
and its weakened foreign exchange creation abilities 
as a result of falling exporting competitiveness 
are behind its reduced foreign exchange reserves; 
on the other hand, energy trade deficits and fast 
increases in foreign exchange purchase for tours 
abroad are also an important cause. Affected by 
the fast decline in foreign exchange reserves, the 
Argentinean government may have to cut its 
expenditures in 2014, and, since it is prepared to cut 
expenditures, the ratio of the country’s deficits to 
GDP would remain stable or decline.

Table 9.2  Changes in currency, credit and exchange rate of Argentina

 2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (billion 
home currency)

576.70 616.30 661.55 714.32 807.23 849.74 919.90 1,011.76

M1 growth rate (%, end of 
period)

29.49 26.26 33.37 33.02 37.77 34.91 27.55 33.09

M2 growth rate (%, end of 
period)

23.54 22.62 26.44 25.52 35.08 32.12 27.87 33.77

Lending rate (%, average) 21.4 16.1 12.6 13.2 14.3 14.5 16.4 15.2

Savings rate (%, average） 13.5 12.3 11.3 11.8 12.8 13.3 14.6 15.2

Exchange rate (home 
currency/USD, average)

4.24 4.33 4.44 4.60 4.79 5.00 5.23 5.57

Exchange rate (home 
currency/USD, end of period)

4.28 4.36 4.53 4.68 4.90 5.10 5.38 5.78

Source: EIU, CEIC, Dec. 2013.

continued
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9.2  Brazil

9.2.1  Economic Situation

Brazil’s GDP was USD2.25 trillion based on market 
exchange rates in 2012, USD221.5 billion less than 
the previous year. Affected by global economic 
slowdown, Brazil’s GDP growth was feeble; its 
real GDP growth was only 0.87% in 2012. I ts 
performance improved in 2013, but remained 
weak. In the first three quarters of 2013, Brazil’s 
year-on-year GDP growth was 1.8%, 3.3% and 
2.2%, respectively (See Table 9.3). Agricultural and 
manufacturing growth slump was a main drag on 
Brazil’s economic weakening. In the fourth quarter 
of 2013, Brazil’s economy is expected to expand by 
2.0% and its whole-year growth is expected to be 
2.2%. It is expected to fall further to 2.0% in 2014.

Worsening foreign trade situation has led to 
rapid rises in Brazil’s current account deficits. From 
January 2013 to November 2013, Brazil’s current 
account deficits amounted to USD72.69 billion, 
up by 58.6% compared with the same period of 
the previous year (USD45.82 billion). The deficits 
were also more than its whole-year records in 2012. 
The increasing current account deficits are mainly 
caused by the worsening foreign trade situation 
as a result of weakening external market demand 
and falling international energy and raw material 
prices. In the first eleven months of 2013, Brazil 

recorded a trade deficit of USD91 million, while in 
the past years, it usually registered a trade surplus of 
about USD20 billion. In 2013, Brazil saw its in� ation 
first go up before going down in the second half 
of the year, but still faces inflationary pressure. 
Inflation broke the line of 6% in early 2013 and 
went beyond the in� ation control target of 6.5% in 
March, reaching 6.59%. It continued to be close to 
the control target, registering at 6.49% and 6.50% in 
April and May, respectively. From the third quarter, 
in� ation started to fall continually. In September, it 
dropped to below 6% and was kept at 5.8% in both 
October and November. It is expected to remain 
at 5.8% in December and the whole-year reading 
could be 6.1%. Considering that the Brazilian real 
could continue to depreciate and the country’s 
monetary policy could not be further tightened, 
the inflationary pressure may continue and could 
be at 6% for the whole year of 2014. Although the 
Brazilian economy remains feeble, its labor market 
has been strong. According to the Institute of 
Brazil for Geography and Statistics, the country’s 
unemployment rate dropped to 5.2% in October 
2013 from 5.4% in Septmber 2013.

The weak economic growth of Brazil has been 
re� ected in the capital market. In 2013, the Ibovespa 
stock index dropped by 15.5%, the worst among 
major stock markets of the world.

Table 9.3  Changes in main economic indicators of Brazil

  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 1.37 0.80 0.55 0.95 1.82 1.76 3.28 2.15

Export (FOB, USD billion) 66.04 55.08 62.13 63.38 61.98 50.84 63.59 63.23

Import (CIF, USD billion) 62.05 55.03 60.03 57.20 58.82 52.81 64.32 64.47

Oil output (1,000 barrels/day) 2,169.0 2,174.3 2,034.3 1,983.7 2,053.7 1,974.7 2,005.7 2,026.3

International reserves (USD billion, 
end of period)

350.36 363.42 372.18 376.71 369.57 373.48 366.77 365.78

CPI growth rate (%, average) 6.70 5.76 5.00 5.24 5.61 6.35 6.56 6.07

PPI growth rate (%, average) 5.20 2.25 4.26 8.71 8.26 9.05 6.38 3.48

Composite stock index (December 
29, 1983=100)

56,754 64,511 54,355 59,176 60,952 56,352 47,457 52,338

Unemployment rate（%） 5.23 5.80 5.90 5.37 4.90 5.57 5.87 5.43

Source: EIU, CEIC, Dec. 2013.
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9.2.2  Economic Policy

Regarding � scal policy, Brazil has stuck to the policy 
of setting a target for primary budget surplus. In 
2013, the target was 110.9 billion real (2.3% of GDP), 
but owing to its tax cuts to stimulate the economy, 
the Brazilian government faced difficulties in 
meeting the target. By October 2013, its primary 
budget surplus was only 1.3% of GDP and it was 
almost impossible for the government to meet 
the whole-year target. On October 22, 2013, the 
OECD released a special report on Brazil, suggesting 
the Brazilian government consider dropping the 
primary budget surplus target and instead devise 
more transparent expenditure rules.

From the second quarter of 2013, the Brazilian 

central bank started to raise interest rates and by 
the end of November, it had raised the benchmark 
interest rates for six times, raising the rates by 
a total of 275 base points. Now the benchmark 
lending rate is 10%. Brazil could continue to keep 
its monetary policy tight given the still-existing 
inflationary pressure and the worries about capital 
out� ows as a result of US Federal Reserve’s tapering 
of its Quantitative Easing (QE) program in early 2014. 
Despite that, to avoid the tightening policies from 
over-repressing investment and growth, the central 
bank does not have much room for further interest 
rate hikes (See Table 9.4). It is expected the central 
bank may raise the rates by 50-75 base points at 
most in the � rst quarter of 2014.

9.3  China

9.3.1  Economic Situation

  China’s market exchange rate-based GDP amounted 
to USD8.22 trillion in 2012, up by a real of 7.7%. In 
2013, its economy continued to expand at a fast 
pace. In the � rst three quarters, its real GDP growth 
was 7.7%, 7.5% and 7.8%, respectively (See Table 
9.5). The whole-year growth could be at a par with 
the 2012 level. Its economic growth in 2013 mainly 
came from investment, especially infrastructure 
investment, and its manufacturing was bogged 
down in the doldrums. The final consumption 
made less contribution to GDP growth in 2013 
than in 2012, while contribution of trade was 
largely unchanged compared with that of 2012. 
External demand is expected to pick up in 2014, but 
domestically, investment growth momentum could 

weaken due to liquidity crunch since the second 
half of 2013. China’s GDP growth is expected to fall 
to 7.5% in 2014.

In the first eleven months of 2013, China’s 
trade surplus was USD235.7 billion and it is expected 
the whole-year surplus could reach USD260 billion, 
USD27.3 billion more than in 2012. Seen from 
export destinations, in the January-November 
period, China’s exports increased by an overall of 
8.2% year-on-year, while its exports to the US, EU 
and Japan as a whole increased only by 2.2%. Since 
mid-2013, PMI readings have been picking up in 
Europe, the US, Japan and other regions, indicating 
the performance of the developed economies is 
improving, a trend that is expected to continue in 
2014. There is still much room for China to increase 
its exports to the US and EU. China’s CPI rose by 
2.5% year-on-year in December 2013, the lowest in 

Table 9.4  Changes in currency, credit and exchange rate of Brazil
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (billion 
home currency)

4,164.37 4,432.87 4,552.50 4,717.96 4,866.46 5,066.49 5,066.49 5,217.65

M1 growth rate (%, end of 
period)

1.24 2.25 4.52 7.76 13.90 13.88 13.17 9.56

M2 growth rate (%, end of 
period)

18.72 15.81 14.19 11.18 9.10 8.77 9.41 9.31

Lending rate (%, average) 42.90 42.53 37.13 34.23 32.65 26.23 26.23 27.97

Savings rate (%, average) 10.52 9.61 8.08 7.38 6.56 6.59 7.43 8.43

Exchange rate (home 
currency/USD, average)

1.80 1.77 1.96 2.03 2.06 2.00 2.07 2.29

Exchange rate (home currency/ 
USD, end of period）

1.88 1.82 2.02 2.03 2.04 2.01 2.22 2.23

Source: EIU, CEIC, Dec. 2013.
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seven months and the whole-year reading is 2.6%, 
far lower than the government’s control target of 
3.5%. Its PPI, meanwhile, dropped by 1.4% year-on-
year in December 2013, which had been falling for 
22 consecutive months. The positive e� ect of such 
a trend is that the relatively low inflationary level 
will provide good opportunities and policy room 
for economic restructuring, including resource price 

reform; the negative side is that it also reflects the 
weakening of the economic growth momentum.

Although China led the world in terms of GDP 
growth in 2013, it su� ered from poor stock market 
performance. The benchmark Shanghai Composite 
Index fell by 6.75% in 2013, making China the third 
poorest performer following Brazil and Turkey.

Table 9.5  Changes in main economic indicators of China

  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 8.9 8.1 7.6 7.4 7.9 7.7 7.5 7.8

Export (FOB, USD billion) 506.67 430.02 524.45 541.26 554.18 508.90 544.14 562.23

Import (CIF, USD billion) 458.10 429.58 455.64 461.79 470.77 466.69 478.09 500.71

International reserves (USD 
billion, end of period）

3,203 3,327 3,261 3,305 3,331 3,462 3,515 3,681

CPI growth rate (%, average) 4.59 3.77 2.87 1.90 2.07 2.43 2.40 2.80

PPI growth rate (%, average) 3.10 0.10 -1.40 -3.30 -2.30 -1.70 -2.73 -1.73

Shanghai exchange A-share 
index (February 21, 1992=100, 
end of period）

2,304 2,370 2,331 2,185 2,376 2,341 2,071 2,276

Source: EIU, CEIC, China National Bureau of Statistics, Dec. 2013.

9.3.2  Economic Policy

The Chinese government continued to adopt a pro-
active � scal policy and maintained a proper scale of 
� scal de� cit in 2013. Its � scal budgeted de� cit was 
1.2 trillion yuan in 2013, up by 50% year-on-year. 
The central fiscal budgeted deficit was 850 billion 
yuan, 300 billion yuan more than the previous year, 
while the local budgeted deficit was 350 billion 
yuan, 100 billion yuan more than in 2012. Seen from 
the implementation of the � scal budget, in the � rst 
eleven months of 2013, the national � scal revenues 
amounted to 11.965 trillion yuan, up by 9.9% year-
on-year, or 1.074,7 trillion yuan. The central fiscal 
revenues were 5.708,3 trillion yuan, up by 6.5% year-
on-year. Seen from the expenditure side, in the � rst 
eleven months, the national fiscal expenditures 
amounted to 11.469,7 trillion yuan, up by 9.3% 
year-on-year, or 980.2 billion yuan. The central 
fiscal expenditures were 1.774,6 trillion yuan, up 
by 4.7%; the local fiscal expenditures were 9.695,1 
trillion yuan, up by 10.2% year-on-year. The fiscal 
expenditures were mainly focused on items that 
improve people’s livelihood, such as social security, 
education and health.

The central  bank continued to adopt a 
prudent monetary policy in 2013. Lending growth 
rate remained relatively high while much headway 
has been made in the market-oriented interest rate 
liberalization reform. In September 2013, the broad 
measure of money supply, or M2, rose by 14.2% (See 
Table 9.6), while yuan lending surplus increased by 
14.3%, with additional yuan lending registered at 
7.28 trillion yuan. The total social financing scale 
was 13.96 trillion yuan in the first three quarters, 
2.24 trillion yuan more than the previous year. The 
central bank fully liberalized the lending rates for 
� nancial institutions in 2013. On July 20, it scrapped 
the lending rate � oor for all types of lending except 
commercial mortgage, while it also eliminated 
controls on rates on discounted bills; moreover, it 
would no longer set a cap on lending rates of rural 
credit cooperatives. In September, it established a 
self-discipline mechanism for financial institutions 
governing their interest rate pricing behavior. 
In October, the centralized bidding and launch 
mechanism for loan prime rate formally made its 
debut.
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Table 9.6  Changes in currency, credit and exchange rate of China
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (billion 
home currency)

68,797 72,203 74,651 77,258 80,559 84,643 86,800 89,923

M1 growth rate (%, end of 
period)

8.71 4.41 4.68 7.33 6.49 11.83 9.03 8.91

M2 growth rate (%, end of 
period)

17.32 18.13 18.46 19.85 14.39 15.67 13.99 14.17

Savings rate (%, end of 
period)

3.50 3.50 3.25 3.00 3.00 3.00 3.00 3.00

Lending rate (%, end of 
period)

6.56 6.56 6.31 6.00 6.00 6.00 6.00 6.00

Exchange rate (home 
currency/USD, average)

6.30 6.29 6.32 6.34 6.29 6.27 6.18 6.15

Exchange rate (home 
currency/USD, end of period)

6.34 6.31 6.31 6.33 6.30 6.28 6.21 6.17

Source: EIU, CEIC, People’s Bank of China, Dec. 2013.

9.4  India

9.4.1  Economic Situation

India’s market exchange rate-based GDP amounted 
to USD1.84 trillion in 2012 and its real growth rate 
fell to 3.2% from 6.3% in 2011. In 2013, the Indian 
economy bottomed out and showed signs of 
recovery. In the first three quarters, its real GDP 
growth was 4.8%, 4.4% and 4.8%, respectively, on 
a year-on-year basis (See Table 9.7). Its whole-year 
real GDP growth is expected to reach 4.7%. The 
economic recovery was mainly driven by agriculture, 
manufacturing and construction, and the recovery 
of its services sector, which is a pillar of the India 
economy, remained weak. In 2014, the Indian 
economy is expected to further recover, but would 
not return to the high-growth orbit. Its growth 
could reach 5% in 2014.

India’s foreign trade situation improved in 
2014. Its current account deficits narrowed to 
USD5.153 billion in the third quarter, the lowest 
since the second quarter of 2009. From the fourth 
quarter of 2013, its export sector continued to 
register positive growth and it expanded by 13.5% 
in October year-on-year, the highest in two years. 
In December, its imports fell by 15% and, therefore, 
its December trade deficits fell by 40% year-on-
year, indicating that the trend of foreign trade 
improvement since the third quarter had been 
consolidated. Although India’s economic growth has 
slowed sharply, its in� ationary pressure is yet to be 

fundamentally eased. Its whole-sale price index rose 
by 6.1% in December 2013, the highest in a year. In 
the same month, the consumer price index rose by 
10%, a historical high since the debut of the index. 
Food price rises are the main driver of the rising 
in� ation. The depreciation trend of the Indian rupee 
has been checked and gained against the US dollar 
thanks to the continual interest rate hikes by the 
Indian central bank, the country’s narrowing current 
account de� cits and recovering international capital 
inflows. In the fourth quarter, the Indian rupee 
appreciated by 1.4%. Since it started to stabilize 
in September, the Indian rupee has gradually 
appreciated, although it remains above the key level 
of 60:1 against the US dollar.

In 2013, the stock markets of the emerging 
economies generally lagged behind the developed 
markets. Against that backdrop, India’s stock market 
also went through ups and downs. It slumped by 
10% between July and August before it recovered 
and gained 20% since August. The whole-year 
growth reached 6.6%, leading the stock indexes 
in the emerging markets. The stock market gains 
are mainly due to international capital inflows. In 
November 2013, overseas investors purchased a 
net total of USD1 billion worth Indian stocks and it 
was the third consecutive month when the Indian 
stock market witnessed positive capital inflows. If 
India’s economic recovery is not entrenched, its 
stock market may once again face the risk of capital 
exodus.
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Table 9.7  Changes in main economic indicators of India
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 5.97 5.07 5.35 5.19 4.71 4.78 4.35 4.83

Export (FOB, USD billion) 72.28 79.41 73.54 71.14 72.80 81.98 72.63 79.17

Import (CIF, USD billion) 120.35 125.44 116.53 119.98 128.95 127.87 122.58 108.92

Oil output (1,000 barrels/
day)

103.00 104.30 104.77 103.82 103.45 102.30 101.49 103.73

International reserves (USD 
billion, end of period)

271.29 268.72 265.33 268.83 270.59 268.50 263.13 257.75

CPI growth rate (%, average) 8.39 7.17 10.14 9.76 10.10 11.71 10.66 10.76

PPI growth rate (%, average) 6.75 7.50 7.54 7.63 9.57 6.85 4.84 6.37

SENSEX 30 index (1978/1979 
fiscal year=100, average)

15,455 17,404 17,430 18,763 19,427 18,836 19,396 19,380

Source: EIU, Indian Ministry of Statistics and Program Implementation, Dec. 2013.

9.4.2  Economic Policy

India continued to tighten fiscal policy in 2013. 
Thanks to the five-year fiscal contraction roadmap 
announced in October 2012, the ratio India’s central 
government budgeted de� cits to GDP was reduced 
to 5.2% in the 2012/2013 � scal year from 5.7% year-
on-year. The Indian government planned to further 
reduce the ratio to 4.8% in the 2013/2014 � scal year 
through measures such as sales of State enterprise 
shares, auction of telecoms bands, and reduction 
of fuel subsidies. However, given the upcoming 
general election in 2014, the Indian government 
cannot further reduce fiscal expenditures; it 
may even need to increase subsidies to cater to 
voters, which, together with the weakening of the 
rupee, has increased fiscal subsidy pressure. In the 
2013/2014 fiscal year, the ratio of Indian central 
government deficits to GDP is expected to breach 
the control target of 4.8% and could once again rise 
above 5%.

The Indian policymakers face the dilemma 

of stimulating economic growth while controlling 
inflation. Seen from the policy maneuvers, India 
tends to give more priority to inflation control. To 
stimulate the economy, India’s central bank cut 
interest rates for three times in the � rst half of 2013 
and the policy rates were cut by a total of 75 base 
points. However, the e� ect of continual interest rate 
cuts is limited; M3 and domestic lending growth 
have remained at low levels (See Table 9.8), with 
lending growth falling by more than 5% in 2013 
compared with that of the previous year. Meanwhile, 
the ratio of its fixed capital formation to GDP has 
continually dropped, registering at 32.6% in the 
second quarter. The low interest rates are yet to play 
a significant role in driving investment expansion. 
In the third and fourth quarters, the Indian central 
bank raised the interest rates by a total of 50 basis 
points to control in� ation and capital exodus. Given 
the severe in� ationary situation, India’s policy stance 
is expected to remain tight in early 2014.

Table 9.8  Changes in currency, credit and exchange rate of India
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (billion 
home currency)

66,523.6 70,315.1 73,379.5 75,145.0 76,747.4 80,258.9 83,799.2 84,528.7

M1 growth rate (%, end of period) 6.72 5.99 13.48 10.31 6.68 9.32 9.02 11.91

M3 growth rate (%, end of period) 16.01 13.21 15.81 13.62 11.19 13.92 12.56 12.52

Lending rate (%, average) 10.75 10.75 10.67 10.50 10.50 10.42 10.25 10.25

Savings rate (%, average) 9.25 9.25 9.25 9.25 9.00 9.00 9.00 9.05

Exchange rate (home currency/
USD, average)

50.92 50.28 54.10 55.22 54.15 54.17 55.93 62.25
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  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Exchange rate (home currency/
USD, end of period)

53.26 51.16 56.31 52.70 54.78 54.39 59.70 62.78

Source: EIU, CEIC, Dec. 2013.

9.5  Indonesia

9.5.1  Economic Situation

Indonesia’s market exchange rate-based GDP 
amounted to USD878.5 billion in 2012, with its real 
GDP growth reaching 6.23%. In 2013, Indonesia’s 
economic growth significantly slowed and in the 
first three quarters, its year-on-year GDP growth 
was 6.1%, 5.8% and 5.6%, respectively (See Table 
9.9). The whole-year growth was about 5.78% in 
2013. Investment growth slowdown is the main 
contributor to the slowing Indonesian economy. 
The year-on-year � xed capital formation growth was 
close to 10% in 2012, but it dropped to less than 5% 
in the first three quarters of 2013. The Indonesian 
economy is expected to continue to slow and 
register a growth rate of 5.4% in 2014.

Indonesia saw worsening in� ation in 2013. Its 
CPI rose by 5.3% in the � rst quarter and 5.7% in the 
second, but surged to 8.6% and 8.4% in the third 
and fourth quarter, respectively. Its CPI rose by 7% 
for the whole of 2013, the highest among all ASEAN 
members. Transportation and power prices have 

gone up as a result of the rise in fuel prices and labor 
costs, which serves as the main cause of surging 
in� ation. The depreciation of Indonesian rupiah has 
also exacerbated the in� ationary pressure. A� ected 
by the expected US Fed’s tapering of the QE 
program and prospects of its slowing economy, the 
currency has depreciated sharply, falling down by 
a total of 17.6% at the end of 2013 compared with 
that of a year ago.

In 2013, the Indonesian stock market index 
first rose in early 2013, but the momentum was 
not sustainable. In 2012, Indonesia led the ASEAN 
members in terms of economic growth, which 
boosted its stock market index in the � rst quarter of 
2013. As its economy slowed, its stock market index 
also started to fall in the second quarter. In middle 
and late August, its stock market saw continual 
slumps owing to the expected tapering of the US 
QE program. Although it regained some of losses 
after that, it had resumed its falling trend since late 
September. By the end of 2013, the index had lost 
all its gains and fell by 4.5%. It slumped by 19% from 
the highest point seen in May.

Table 9.9  Changes in main economic indictors of Indonesia 

  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 6.50 6.29 6.36 6.16 6.11 6.05 5.83 5.62

Export (FOB, USD billion) 50.70 48.35 47.54 45.57 47.05 45.39 45.58 43.08

Import (CIF, USD billion) 46.77 47.20 49.04 45.00 49.75 45.46 48.71 45.90

Oil output (1,000 barrels/
day)

920 900 880 850 870 500 510 520

International reserves (USD 
billion, end of period)

106.5 106.6 102.9 106.0 108.8 100.9 95.0 92.3

CPI growth rate (%, average) 4.12 3.72 4.50 4.49 4.41 5.26 5.65 8.60

PPI growth rate (%, average) 7.04 5.88 5.27 5.01 4.33 4.09 2.93 n.a.

Jakarta Stock Exchange 
Composite Index (January 8, 
1982=100, average)

3,704 3,679 3,889 3,549 3,822 4,122 3,956 4,263

Source: EIU, CEIC, Badan Pusat Statistik (BPS), Dec. 2013.

continued
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9.5.2  Economic Policy

Indonesia’s fiscal conditions have continually 
improved in recent years, with the ratio of its public 
debt to GDP showing a trend of decline. In 2012, the 
ratio was only 23%. In 2013, thanks to investment 
growth slowdown and falling net exports, the 
government took measures to boost corporate 
vitality and stimulate the economy. For example, it 
exempted or reduced income taxes for employees 
of industrial enterprises in labor-intensive sectors, 
such as textile, apparel and shoemaking. Those 
measures have increased fiscal expenditures and, 
therefore, the ratio of its whole-year fiscal deficits 
to GDP is expected to rise to 3.3% from 2.1% in 
2012. In April and September 2013, the Indonesian 
government issued global bonds targeted at 
international investors twice and the issuance was 
oversubscribed, indicating the government is still 

very capable of conducting de� cit-based � nancing 
from the international markets. In the 2014 budget 
compiled by Indonesia, its expected revenues are 
raised while expenditures are reduced; the target of 
de� cit to GDP ratio is set at 1.7%, which means the 
Indonesian government pursues a prudent fiscal 
policy.

To cope with in� ationary pressure brought by 
fuel price rise expectations, the Indonesian central 
bank raised benchmark interest rates by 175 base 
points to 7.5% from June to November. Although 
the move can reduce the shock-on e� ect of capital 
outflows caused by the US Fed’s tapering of its 
QE program, it can also affect economic recovery 
against the backdrop of still fragile growth. If its 
economy did not continue to worsen, the central 
bank may not change its tight monetary stance in 
the future (See Table 9.10).

Table 9.10  Changes in currency, credit and exchange rate of Indonesia
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (billion 
home currency)

2,784.7 2,832.8 3,007.9 3,130.2 3,388.1 3,423.7 3,598.9 3,812.0

M1 growth rate (%, end of period) 49.4 23.0 22.5 21.2 16.4 13.4 10.2 9.1

M2 growth rate (%, end of period) 16.4 18.9 21.0 18.3 15.0 14.0 11.8 14.6

Lending rate (%, average) 12.28 12.04 11.81 11.74 11.59 11.46 11.44 11.70

Savings rate (%, average) 6.97 6.50 5.88 5.66 5.74 5.82 5.71 6.24

Exchange rate (home currency/
USD, average)

9,000 9,102 9,316 9,501 9,628 9,703 9,789 10,664

Exchange rate (home currency/
USD, end of period)

9,068 9,180 9,480 9,588 9,670 9,719 9,929 11,613

Source: EIU, CEIC, Dec. 2013.

9.6  Korea

9.6.1  Economic Situation

Korea’s market exchange rate-based GDP amounted 
to USD1.13 trillion in 2012 and its real GDP growth 
rate was 2.0% year-on-year. In 2013, the Korean 
economy continued to recover and in the � rst three 
quarters, its GDP growth was 1.5%, 2.3% and 3.3%, 
respectively (See Table 9.11). Its whole-year growth 
is expected to be 2.7%. The � nal consumption pick-
up has laid foundation for the economic recovery. 
Domestic investment, meanwhile, reversed the 
trend of contraction in 2012 and started to expand 
in 2013, which has become a main driving force 
of the Korean economic recovery. In 2014, Korea’s 
economic growth is expected to accelerate to reach 

3.6%.
Korea’s foreign trade situation improved in 

2013. Its export and import activities have trended 
up despite some fluctuations since February. The 
whole-year trade growth was 0.7%. Seen from export 
destination, the country’s exports to the US and 
Europe have expanded signi� cantly, while the year-
on-year growth of its exports to Asia and Oceania 
have slowed. Given the stabilizing and improving 
economic prospects of the developed economies in 
2014, Korea’s foreign trade would contribute more 
to its economic growth. Although Korea’s economic 
recovery continues, it stil l  faces deflationary 
pressure. Since the fourth quarter of 2012, Korea’s 
CPI has fallen for two consecutive quarters over 
the same period of the previous year and dropped 
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to 1.13% in the second quarter of 2013. Although 
its CPI moved slightly higher to reach 1.22% in the 
third quarter of 2013, the fourth-quarter reading 
could fall again to below 1% as its CPI rose by less 
than 1% in both October and November. The low 
levels of prices, to an extent, are related to the falling 
prices of grain and oil on the international markets. 
The agricultural product and oil price indexes have 
been trending down since March 2013, which has 
become a main reason for driving down CPI. Korea 
is expected to continue to record low CPI readings. 
In 2013, its CPI may rise by 1.20% year-on-year and it 
could rise by 2.30% in 2014. The Korean won has not 
weaken; instead, it has risen thanks to the country’s 

improving fundamentals, contracting foreign debt 
scale and the safe haven e� ect of the won as the US 
Fed is prepared to taper its QE program. In October, 
the nominal e� ective exchange rate of the won rose 
by 5.96% over its June level and in November, the 
won’s exchange rate against the US dollar rose by 
6.47% over its June level.

The Korean stock market index first dropped 
before rising in the year of 2013. After hitting 1780, 
the lowest point in 2013, in June, the KOSPI index 
bottomed out and broke the 2,000 line to reach 
2,059 in October, the highest in two years. Then it 
fell slightly to about 2,000 by the year end.

Table 9.11  Changes in main economic indictors of Korea
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 3.38 2.84 2.39 1.56 1.45 1.46 2.31 3.32

 Export (FOB, USD billion) 140.37 134.86 140.13 133.13 139.77 135.33 141.17 136.84

Import (CIF, USD billion) 131.21 133.66 130.43 125.65 129.83 129.68 126.82 125.83

International reserves (USD 
billion, end of period)

304.26 313.80 310.24 319.04 323.21 322.61 321.64 332.12

CPI growth rate (%, average) 3.96 3.02 2.41 1.62 1.72 1.42 1.13 1.22

PPI growth rate (%, average) 5.07 2.93 0.93 -0.18 -0.88 -1.86 -2.27 -1.37

KOSPI index (January 4, 
1980=100, average)

1,826 2,014 1,854 1,996 1,997 2,005 1,863 1,997

Unemployment rate (%) 2.9 3.8 3.3 3.0 2.8 3.6 3.1 3.0

Source: EIU, Statistics Korea, Dec. 2013.

9.6.2  Economic Policy

Korea adopted a pro-active fiscal policy in 2013. 
According to report released by the Korean 
Ministry of Strategy and Finance on December 
10, its 19.3 trillion won (about 111.28 billion yuan) 
supplementary budget implemented in 2013 
and the pre-implemented budget added 0.3 
percentage points and 0.15 percentage points to the 
country’s GDP. Moreover, the Korean government 
has increased welfare expenditures to fulfil its 
commitment to the voters. Those expenditures have 
worsened the country’s � scal conditions. In 2013, if 
deducting social security fund revenues, the Korean 
government had a � scal de� cit of 23.4 trillion won, 
accounting for 1.8% of the GDP. The government has 
made a 355.8 trillion won budget for 2014, up 4% 
year-on-year. Expenditures on welfare items, health 
and employment increased the most, exceeding 
100 trillion won for the � rst time, or up by 9.3% over 

2013.
Korea adopted a loose monetary policy in 

2013. Its central bank cut interest rates by 25 base 
points in May, the third cut since July 2012. Until 
January 2014, the Korean central bank has kept 
the benchmark rates unchanged at 2.50% for eight 
consecutive months (See Table 9.12). The monetary 
policy committee of the Bank of Korea, the central 
bank, held that the current Korean household debt 
has exceeded 1,000 trillion won (about USD940.7 
billion) and raising benchmark interest rates would 
have a great adverse impact on the economic 
conditions of the low- and middle-income families. 
Moreover, raising the interest rates would also a� ect 
the recovery of the Korean economy. As the US 
has started to cut scale of bond purchase and the 
Korean economy has stabilized, the country could 
raise interest rates in the � rst half of 2014.
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Table 9.12  Changes in currency, credit and exchange rate of Korea
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (trillion 
home currency)

1,988.3 2,030.9 2,063.9 2,082.9 2,072.1 2,110.9 2,157.9 2,147.3

M1 growth rate (%, end of 
period)

3.34 5.93 6.58 8.01 6.32 7.08 11.76 9.31

M2 growth rate (%, end of 
period)

5.48 6.38 6.54 5.56 4.81 4.78 4.94 4.18

Lending rate (%, average) 5.76 5.75 5.65 5.27 4.92 4.89 4.62 4.56
Savings rate (%, average) 4.07 4.02 3.94 3.51 3.34 3.14 2.86 2.79
Exchange rate (home 
currency/USD, average)

1,144.3 1,131.5 1,152.0 1,132.7 1,089.7 1,085.5 1,123.3 1,109.2

Exchange rate (home 
currency/USD, end of period)

1,151.8 1,133.0 1,145.4 1,111.4 1,070.6 1,111.1 1,142.0 1,074.7

Source: EIU, CEIC, Dec. 2013.

9.7  Mexico

9.7.1  Economic Situation

Mexico’s  market  exchange rate -based GDP 
amounted to USD1.17 trillion in 2012, up by a real 
of 3.9% year-on-year. In 2013, Mexico maintained 
a low-rate economic growth, with its year-on-
year GDP growth registering at 0.6%, 1.6% and 
1.3%, respectively, in the first three quarters (See 
Table 9.13). In the fourth quarter, the momentum 
picked up and the whole-year growth could reach 
1.4%. Apart from weakening external demand, the 
poor economic performance is also attributable 
to the strict control of expenditures by the new 
government and the gloomy construction sector. 
Since the Congress of the Union has approved the 
� scal de� cit increase plan in the 2014-2016 period, 
it is expected that the construction industry will 
gradually improve and the country’s growth could 
pick up to reach 3.4% in 2014.

Mexico’s trade sector performed well in terms 
of net exports in 2013. In the first three quarters, 
Mexico’s trade de� cits were USD1.02 billion, USD840 
million and USD1.01 billion, respectively. In the 

fourth quarter, due to rising export growth and 
falling import growth, it recorded a total of USD210 
million trade surplus in October and November. 
The Mexican peso appreciated in early 2013 before 
depreciating in the second quarter. It stabilized 
in the second half of the year. It appreciated from 
January to April and fell to the January level in the 
April-June period. In the second half of the year, it 
largely moved around 13:1 against the US dollar. The 
Mexican peso has been insensitive to the impact 
of the US Fed’s decision to taper its QE program, 
because, apart from its improving fundamentals 
that would support its gradual economic pick-up in 
the future, its close economic link with the US is also 
a boost to market con� dence. Moreover, its foreign 
exchange pool, which is worth USD174.1 billion, 
is also a strong guarantee for the central bank to 
intervene in the exchange rate market. It is expected 
that the peso would not depreciate sharply in the 
short-term.

Mexico’s stock index fell in the first half of 
2013; in the second half, it stopped falling but still 
� uctuated sharply. The IPC index fell by 4.5% for the 
whole year of 2013.

Table 9.13  Changes in main economic indicators of Mexico
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 4.23 4.82 4.43 3.11 3.34 0.59 1.59 1.27

 Export (FOB, USD billion) 90.25 89.65 94.47 91.24 95.53 88.23 96.72 96.27

Import (CIF, USD billion) 95.49 92.30 97.59 97.04 102.36 n.a. n.a. n.a.

Oil output (1,000 barrels/
day)

2,550 2,540 2,540 2,550 2,560 2,540 2,520 2,510

International reserves (USD 
billion, end of period)

143.99 149.40 156.28 158.45 160.41 164.90 164.16 169.73
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  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

CPI growth rate (%, average) 3.5 3.9 3.9 4.6 4.1 3.7 4.5 3.4

PPI growth rate (%, average) 7.7 6.7 5.6 4.6 2.1 1.7 0.6 0.5

IPC Index (October 30, 
1978=0.78, average)

36,689 38,254 39,178 40,331 42,386 44,492 41,492 40,172

Unemployment rate (%) 4.8 5.0 4.8 5.1 4.9 4.9 5.0 5.2

Source: EIU, National Institute of Statistics, Geography and Informatics of Mexico, Dec. 2013.

9.7.2  Economic Policy

Mexico adopted a pro-active fiscal policy in 2013, 
with the ratio of its fiscal deficits to GDP reaching 
2.6%. The Congress of the Union has approved the 
� scal budget for 2014 and the � scal and � nancial 
reform plan. The reform agenda mainly includes: 
1) The fiscal revenues account for 1 percent of 
GDP in 2014 and the fiscal deficit target is raised 
for 2014-2016; 2) The value added tax rate is raised 
to 16% (not applied to food and drug); 3) The rate 
of personal income tax for high-income groups is 
raised from 30% to 32%; 4) The rate of corporate 
income tax is  kept unchanged at  30%,  but 
preferential policies such as statement consolidation 
is eliminated. The main purpose of the fiscal and 
financial reform is to lessen the country’s reliance 
on oil revenues and push energy reform. Regarding 
energy reform, Mexican President Pena Nieto signed 
the energy reform act on December 20, which put 

an end to the 75-year-old ban on oil exploration 
by foreign enterprises. Since revenues brought by 
the � scal reform could not possibly make up for the 
income gap caused by the energy reform and the 
adoption of pro-active � scal policy means any large-
scale reduction in expenditures is impossible, the 
ratio of Mexico’s � scal de� cits to GDP could rise to 
about 3.4% in 2014.

In 2013, Mexico’s monetary policy is largely 
loose (See Table 9.14). In March, Mexican central 
bank cut benchmark interest rates by 50 base points 
to 4%, the lowest level in history. It started a new 
cycle of interest rate cuts. The rates fell to 3.5% after 
the central bank cut the rates twice in September 
and October. The cuts are mainly to help the 
country cope with the fallouts of hurricane disaster 
and tackle the economic slowdown caused by 
weakening external demand.

Table 9.14  Changes in currency, credit and exchange rate of Mexico
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (billion home 
currency)

5,029.6 4,966.1 5,099.3 4,992.8 5,260.8 5,136.4 5,376.4 5,424.7

M1 growth rate (%, end of period) 13.63 16.76 17.73 10.53 9.45 7.35 5.15 8.20

M2 growth rate (%, end of period) 11.90 13.20 14.11 11.04 8.36 8.41 6.12 7.91

Lending rate (%, average) 4.76 4.74 4.73 4.72 4.73 4.63 4.31 4.28

Savings rate (%, average) 0.97 0.96 0.98 0.97 1.42 1.41 1.38 1.36

Exchange rate (home currency/
USD, average)

13.62 13.02 13.53 13.19 12.94 12.67 12.47 12.92

Exchange rate (home currency/
USD, end of period)

13.99 12.80 13.67 12.92 13.01 12.36 13.19 13.01

Source: EIU, CEIC, Dec. 2013.

9.8  Russia

9.8.1  Economic Situation

Russia’s market exchange rate-based GDP amounted 
to USD2.03 trillion in 2012, up by a real of 3.4% year-

on-year. In 2013, Russia faced the worst economic 
situation in the post-crisis era. Its year-on-year GDP 
growth in the first three quarters was 1.6%, 1.2% 
and 1.2%, respectively, marking a trend of decline 
(See Table 9.15). In October, its economic growth 

continued
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picked up to reach 1.8%, but it soon fell again to 
1.0%, signifying that the current Russian economic 
situation was largely unchanged compared with 
that of the � rst three quarters. The weakening of the 
Russian economy is attributable to falling exports, 
continual negative growth of industrial output, 
sustained negative growth of investment and 
exacerbating capital out� ows. Its growth is expected 
to reach 1.4% in 2013 and rise to about 2% in 2014.

Russia faced great in� ationary pressure in 2013. 
In the � rst three quarters, its CPI rose by 7.1%, 7.2% 
and 6.4%, respectively, and the whole-year reading 
was 6.5%, exceeding the 5%-6% target range set 
by the Russian central bank. Inflationary pressure 
mainly came from food and services, especially 
food prices. For example, prices of eggs rose 30% in 
2013, liquor prices rose by 15% and prices of milk 
products rose by 13%. Russian rouble depreciated 
in the � rst three quarters of 2013 and in the fourth 

quarter, as capital out� ows decreased, it started to 
appreciate. In early December, Russian Ministry of 
Economic Development cut the capital outflow 
expectations for 2013 to USD57 billion from USD70 
billion. The new estimates were less than the value 
of capital outflows in 2012, which was USD62.6 
billion. Regarding exports and imports, statistics by 
Russian Federal Customs Service show that from 
January 2013 to November 2013, Russia’s trade of 
goods was valued at USD520.65 billion, down 11.9% 
year-on-year. Its exports reached USD260.94 billion, 
down 20.1% year-on-year, while its imports were 
USD259.70 billion, down by 1.7% year-on-year. Its 
trade surplus was USD1.24 billion, down 98% year-
on-year.

Owing to its weakening economy, Russia’s 
stock market performed poorly, with its RTS index 
dropping by 5.55% in 2013.

Table 9.15  Changes in main economic indicators of Russia
   2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 5.10 4.75 4.26 3.00 2.10 1.59 1.22 1.16

Export (FOB, USD billion) 144.65 131.70 131.75 125.74 140.07 125.22 127.41 130.15

Import (CIF, USD billion) 99.28 80.25 90.29 96.06 102.39 84.60 93.45 96.07

Oil output (million tons)  130 129 128 129 131 128 130 n.a.

Growth rate (%) 1.1 3.3 0.9 0.9 1.3 0.9 1.9 n.a.

Natural gas production (billion 
cubic meters)

179 185 153 139 176 182 159 n.a.

Growth rate (%) 2.1 4.6 4.9 2.7 1.9 1.5 3.9 n.a.

International reserves (USD 
billion, end of period)

453.9 465.7 468.0 476.4 486.6 477.3 475.2 479.4

CPI growth rate (%, average) 6.69 3.86 3.83 6.03 6.51 7.12 7.17 6.37

PPI growth rate (%, average) 13.87 8.03 4.50 7.89 6.79 4.16 2.45 4.32

RTS stock index (September 1, 
1995=100, end of period)

1,382 1,638 1,351 1,476 1,527 1,460 1,275 1,422

Unemployment rate (%) 6.3 6.3 5.3 5.1 5.1 5.8 5.4 5.3

Source: EIU, Russian Federal State Statistics Service, Dec. 2013.

9.8.2  Economic Policy

Russia is in a policy dilemma when it comes to 
fiscal policy. Its recent policy tone remains loose 
instead of tightening. On the one hand, the Russian 
government has become aware that if � scal budget 
structural reform is not conducted to reduce 
expenditures on State monopoly enterprises, 
the country would face serious crises within five 
years. On the other hand, against the backdrop of 

economic slowdown, tightened � scal stance would 
further dampen the economy. After weighing on 
the pros and cons, Russia has opted to maintain a 
relatively loose fiscal policy to stimulate economic 
growth through encouraging investment by public 
and private sectors. Russia’s fiscal power is closely 
related with oil prices. The higher the oil prices, 
the more � scal revenues it will have. In 2013, Urals 
oil price was USD108 per barrel on average, while 
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the federal budgeted deficits were about 0.5% of 
GDP. In the fiscal budget for 2014 prepared by the 
government, the ratio of federal deficits to GDP is 
set at 0.5% on the condition that the Urals-grade 
crude oil price is USD100 per barrel on average. If 
oil price reaches USD103 per barrel, then a budget 
balance would be achieved. Overall, such a yearly 
deficit level would not significantly worsen the 
Russian government’s debt situation in terms of 
debt to GDP ratio and it would not exceed 14% 
by 2016. Compared with western countries, Russia 
has a very healthy debt level. Its federal budgeted 
revenues are expected to grow by about 5% and 
expenditures by about 4%. To fulfill its military 

modernization and welfare-related commitments it 
has made before election, the Russian government 
will increase its national defense expenditures by 
20% while expenditures on social welfare projects 
would be increased by about 10%.

Despite economic slowdown, the Russian 
central bank is yet to cut benchmark interest rates 
so that it can keep inflation below the targeted 
level. Russia’s benchmark interest rates (re� nancing 
rates) have remained unchanged at 8.25% since 
September 2012 (See Table 9.16). Inflationary 
pressure is expected to continue in 2014 and Russia’s 
monetary policy would continue to put priority on 
in� ation control.

Table 9.16  Changes in currency, credit and exchange rate of Russia
   2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (billion 
home currency)

22,156 21,956 22,692 23,612 26,580 26,768 28,004 28,979

Base money growth rate (%, 
end of period)

5.54 3.64 9.70 9.11 13.98 10.79 11.49 12.79

M2 growth rate (%, end of 
period)

22.34 21.16 19.10 14.79 11.94 14.56 15.51 16.11

Lending rate (%, average) 8.90 8.97 9.07 9.17 9.20 9.47 9.87 9.33

Savings rate (%, average) 5.23 5.47 5.37 5.33 5.97 6.13 5.80 5.37

Exchange rate (home 
currency/USD, average)

31.22 30.26 30.00 32.02 31.08 30.41 31.62 32.79

Exchange rate (home 
currency/USD, end of 
period)

32.20 29.33 32.82 30.92 30.37 31.08 32.71 32.35

Source: EIU, CEIC, Dec. 2013.

9.9  Saudi Arabia

9.9.1  Economic Situation

Saudi Arabia’s market exchange rate-based GDP 
amounted to USD711.1 billion in 2012, USD41.5 
billion more than the previous year, pushing it up 
by one notch to the 19th place in global rankings. 
Its real GDP growth was 5.1% year-on-year. Its 
PPP-based GDP amounted to USD883.7 billion 
international dollars, accounting for 1.06% of global 
total output, up from 0.87% in the previous year. 
The Saudi Arabian economy was quite weak in 
early 2013 before picking up in the second half of 
the year. Its year-on-year GDP growth in the four 
quarters was 2.1%, 2.7%, 3.1% (See Table 9.17) and 
10.0%, respectively. According to notice of the Saudi 
Arabian Ministry of Finance, the country’s GDP 

totalled USD745.3 billion in 2013, up by 3.8% year-
on-year. The petroleum sector is the main pillar 
supporting Saudi Arabia’s economic growth. The 
recovering demand for oil and the rising oil prices 
as a result of the turbulence in Syria were behind 
its fast growth in the fourth quarter. Regarding 
non-oil sectors, the Saudi Arabian government has 
launched large-scale infrastructure and housing 
projects, which have been the main driving force 
of the country’s economic growth in recent years 
but also absorbed much of its oil-related income. 
In 2014, as the global economy further recovers, 
demand for oil would also rise steadily, which would 
bene� t the Saudi Arabian economy. Its whole-year 
growth rate is expected to be about 4.4%.

Saudi Arabia’s trade volume totalled USD367.0 
billion in 2013, down by 5.5% year-on-year. Its 
imports were valued at USD153.1 billion, up by 
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8.0% year-on-year, while its trade surplus registered 
at USD213.9 billion, down by 13.3% year-on-year. 
Saudi Arabia does not su� er from high in� ation. In 
the � rst three quarters of 2013, its in� ation averaged 
at 3.7%, which was mainly driven by food price 
and rent rises. However, close attention should be 
paid to the potential effect of the country’s labor 
localization policy, which prioritizes employment of 

local workers. Enterprises could shift the resulting 
higher employment costs to consumers and in turn 
push up general price levels. Saudi Arabia’s CPI is 
expected to rise by about 3.3% in 2014.

Saudi Arabia’s stock market performed well in 
2013, with its TASI Index rising by nearly 26%. The stock 
market, however, is open only to Saudi Arabian citizens; 
it could be open to foreign investors in 2014.

Table 9.17  Changes in main economic indictors of Saudi Arabia

  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 10.07 6.52 7.14 5.71 2.84 2.13 2.70 3.05

Export (FOB, USD billion) 89.45 92.47 97.16 87.19 89.09 82.86 84.09 n.a.

Import (CIF, USD billion) 33.63 34.47 39.64 37.85 38.91 39.07 41.60 n.a.

Oil output (million barrels/
day)

9.7 10.0 10.0 9.9 9.6 9.3 9.6 10.1

International reserves (USD 
billion, end of period)

540.68 569.29 599.51 621.08 656.46 671.53 684.49 703.32

CPI growth rate (%, average) 4.68 2.55 2.59 2.90 3.49 3.90 3.76 3.45

PPI growth rate (%, average) 2.81 3.26 1.90 1.88 2.93 1.74 1.29 1.72

OPEC oil price basket 
(dollar/barrel)

107.9 117.4 101.3 106.8 107.3 109.5 100.9 106.8

TASI stock index (February 
1985=1,000, end of period)

6,418 7,835 6,710 6,840 6,801 7,126 7,497 7,965

Source: EIU, Saudi Arabian Monetary Agency, Dec. 2013.

9.9.2  Economic Policy

Regarding � scal policy, Saudi Arabia has continued 
to adopt a pro-active fiscal policy to support 
increasing domestic public expenditures. The 
budgeted expenditures have mainly gone to new 
construction projects, such as hospitals, schools 
and transportation infrastructure. Moreover, the 
scale of extra-budgetary expenditures is also very 
large, including a 500,000-unit affordable housing 
project valued at USD67 billion. In May 2013, the 
Saudi Arabian Ministry of Economy and Planning 
said that the “generous” � scal subsidy system would 

be reformed, which means the country may tighten 
its � scal expenditure in the future. The Saudi Arabian 
government’s budget is USD228.0 billion for the 
year of 2014, the most in history. It is a 3.8% rise over 
2013, the lowest growth in recent years.

Saudi Arabia pegged its currency to the US 
dollar and riyal’s exchange rate against the US dollar 
is maintained at 3.75:1. The combination of the 
country’s low-interest monetary policy and its pro-
active � scal policy could easily brew asset bubbles 
(See Table 9.18).

Table 9.18  Changes in currency, credit and exchange rate of Saudi Arabia
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock (billion 
home currency)

-103.3 -145.5 -228.4 -278.3 -280.2 -255.8 -208.8 -241.5

M1 growth rate (%, end of 
period)

21.64 16.68 13.25 13.30 16.57 17.59 18.52 17.22

M2 growth rate (%, end of 
period)

15.43 12.57 10.41 9.94 14.54 13.17 14.35 15.54
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  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3
Inter-bank market rate (%) 0.71 0.83 0.91 0.95 0.98 0.98 0.96 0.96

Exchange rate (home 
currency/USD, average)

3.75 3.75 3.75 3.75 3.75 3.75 3.75 3.75

Exchange rate (home 
currency/USD, end of period)

3.75 3.75 3.75 3.75 3.75 3.75 3.75 3.75

Source: EIU, Saudi Arabian Monetary Agency, Dec. 2013.

9.10  South Africa

9.10.1  Economic Situation

South Africa’s market exchange rate-based GDP 
amounted to USD384.3 billion in 2012, up by a 
real of 2.5% year-on-year. In 2013, South Africa’s 
economy expanded at a slow pace. In the first 
three quarters, its real GDP growth was 1.6%, 2.3% 
and 1.8%, respectively (See Table 9.19), and its 
whole-year growth rate is expected to be only 
2% in real terms. Household final consumption is 
the main driving force of the country’s economic 
growth, accounting for more than 60% of GDP 
growth. Government final consumption and fixed 
capital formation contributed about 20% each to 
GDP growth, while contribution of net exports 
was negative. The weakening of the household 
final consumption growth is a main factor behind 
the low GDP growth rate. Factors affecting the 
country ’s economic growth also include the 
negative contribution of manufacturing and mining 
industries, low productivity of domestic commodity 
production, sustained deficits of the current 
accounts, serious structural problems and frequent 
labor disputes. In 2014, even if it recovered, the 
South African economy would not expand strongly; 
its growth rate could be about 2.8%.

In 2013, South Africa’s price rises decelerated 
and inflation rose by 5.8%, which is controllable. 
Although it is close to the upper cap of the target 
band set by the South African central bank, it still 
falls into the 3%-6% range. Growth of the country’s 
economy and consumer demand was slow and was 
faced with the problem of redundant production 
capacities, but the silver lining is that it helps 

control in� ation. On the other hand, electricity price 
and salary rises, together with the oil price rises 
as a result of a depreciating South African rand, 
would increase inflationary pressure. According to 
forecasts of South African central bank and taxation 
authorities, affected by global economic recovery 
and increasing demand in its trade partners, South 
Africa’s average inflation rate could be maintained 
at 5.6% in 2014. Thanks to the e� ect of the expected 
US withdrawal from the QE program, the exchange 
rate of rand has declined sharply. In the end of 2013, 
the South African rand faced severe sell-o�  pressure 
from the market and became the sixth worst 
performing currencies of the emerging economies 
monitored by Reuters. In 2013, the currency 
depreciated by nearly 20%. High unemployment 
rate is another crucial challenge facing South African 
economy. In the third quarter of 2013, South Africa 
had 4.61 million unemployed people and the ratio 
of unemployment was as high as 24.7%, with 71% 
of the unemployed people being young people 
aged 15-34. Another 2.2 million people have opted 
not to seek jobs. Therefore, the total unemployment 
rate reaches 35.6%. In December 2013, a Deloitte 
Touche Tohmatsu chief said the issue of youth 
unemployment had been so serious that it could 
trigger a crisis.

Although its economic growth was very weak, 
South Africa’s brisk capital market, which is quite 
open, has decoupled from its domestic economy. 
In 2013, South Africa’s stock market performed 
well, with its JSE Index rising by 19% for the whole 
year, the highest among all indexes in emerging 
economies.

Table 9.19  Changes in main economic indicators of South Africa
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 3.69 2.70 2.93 2.18 2.08 1.61 2.29 1.80

Export (FOB, USD billion) 23.97 22.14 21.65 21.95 22.69 27.70 31.84 n.a.
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  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Import (CIF, USD billion) 27.59 28.08 27.26 28.57 27.70 29.27 28.89 n.a.

International reserves (USD 
billion, end of period)

42.60 43.98 42.92 43.85 44.00 43.57 41.82 44.73

CPI growth rate (%, average) 6.08 6.12 5.76 4.18 5.63 5.70 5.65 6.06

PPI growth rate (%, average) 6.26 8.30 7.17 6.10 7.47 5.62 5.41 6.67

JSE stock index (all categories, 
December 1960=100)

31,986 33,554 33,708 35,758 39,250 39,861 39,578 44,032

Unemployment rate (%) 23.9 25.2 24.9 25.5 24.9 25.2 25.6 24.7

Source: EIU, CEIC, Statistics South Africa, Dec. 2013.

9.10.2  Economic Policy

In 2013, South Africa adopted a relatively loose � scal 
policy, but its fiscal conditions remain sound. Its 
debt level is also not high. The ratio of public debt 
burden to GDP dropped to below 50%, while that 
of budgeted de� cits to GDP was about 4.8%. Thanks 
to the country’s fiscal consolidation measures, it is 
expected to further go down to 4.3% in 2014.

At the last meeting of the monetary policy, 
due to economic worsening, the central bank cut 
the interest rates by 50 base points to 5% and they 
have not been changed since then (See Table 9.20). 
Unless inflation exceeds the pre-set target band, 
the possibility is high that interest rates could be 
relatively stable in 2014.

Table 9.20  Changes in currency, credit and exchange rate of South Africa
2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock 
(billion home currency)

2,298.6 2,372.2 2,362.7 2,445.5 2,535.5 2,509.0 2,540.8 2,565.3

M1 growth rate (%, end of 
period)

9.80 9.13 7.82 9.86 9.31 8.78 15.62 13.09

M2 growth rate (%, end of 
period)

7.17 9.00 7.45 5.76 3.91 5.64 9.03 10.50

Lending rate (%, average) 9.00 9.00 9.00 8.50 8.50 8.50 8.50 8.50

Savings rate (%, average) 5.55 5.72 5.69 5.24 5.10 5.09 5.12 5.18

Exchange rate (home 
currency/USD, average)

8.09 7.76 8.13 8.27 8.69 8.96 9.50 9.99

Exchange rate (home 
currency/USD, end of 
period)

8.14 7.67 8.20 8.31 8.50 9.20 10.09 10.05

Source: EIU, CEIC, Dec. 2013.

9.11  Turkey

9.11.1  Economic Situation

Turk ey ’s  mark et  exchange rate -based GDP 
amounted to USD788.3 billion in 2012, up by a 
real of 2.2%, which is in stark contrast with the 
reading of 8.8% in the previous year. In 2013, the 
Turkish economy started to recover. In the � rst three 
quarters, its real GDP growth was 3.0%, 4.5% and 
4.4%, respectively (See Table 9.21), and its whole-

year growth was 3.6%. Private consumption and 
investment are the main driving force of the mild 
economic growth. Affected by its prudent policy, 
which is targeted at redressing external imbalance, 
cutting inflation and sticking to fiscal discipline, 
Turkey’s economic growth rate is expected to be 
3.5% in 2014, which is lower than in 2013.

From January 2013 to November 2013, Turkey’s 
exports totalled USD138.7 billion, down by 0.82% 
year-on-year; its imports totalled USD228.5 billion, 
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up by 5.44% year-on-year. As a result, it suffered 
from a trade de� cit of USD89.8 billion, up by 16.83% 
year-on-year. Turkey imported a large quantity of 
gold, which is the main factor behind the country’s 
trade de� cit. In the � rst eleven months of 2013, the 
Turkish central bank purchased 270.67 tons of gold 
from overseas market. It is estimated that Turkey’s 
gold import was valued at USD13 billion in 2013, 
up from USD7.6 billion in 2012. As the EU economy 
recovers, which increases demand for Turkish 
goods, the country’s trade de� cits would hopefully 
decrease. Turkey faces severe inflationary pressure. 
In the first three quarters of 2013, its CPI rose by 
7.2%, 7.0% and 8.3%, respectively. It is expected that 
the whole-year growth is about 7.6%, which could 
make the Turkish government miss its inflation 
control target of 6.8% for the whole year. In 2013, 
the Turkish lira depreciated by about 16% against 

the US dollar. The currency may further depreciate 
as the US Fed formally withdraws from the QE policy 
and the country may have to face the pressure of 
capital exodus.

The Turkish stock market performed poorly 
in 2013, with its BIST composite index falling by 
13% for the whole year. The stock market is in a 
downward cycle, which contributes to the fall; 
meanwhile, it has also been battered by some 
accidental incidents. At the end of 2013, political 
storms erupted in Turkey, with three government 
ministers forced to resign for corruption; then the 
cabinet was reshuffled, with half of its members 
replaced. The reshu�  ing also spread to the national 
public security system. Those political storms not 
only put an end to the short-lived appreciation of 
lira, but also caused stock market slumps.

Table 9.21  Changes in main economic indictors of Turkey

  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Real GDP growth rate (%) 5.26 3.13 2.78 1.54 1.40 2.97 4.53 4.35

Export (FOB, USD billion) 35.46 35.30 38.99 38.61 39.55 37.00 38.17 37.38

Import (CIF, USD billion) 59.16 55.93 61.46 59.59 59.56 58.76 67.08 61.78

International reserves (USD 
billion, end of period)

78.32 80.32 83.54 95.02 99.94 105.65 105.57 109.79

CPI growth rate (%, average) 9.20 10.49 9.42 9.04 6.77 7.21 6.98 8.31

PPI growth rate (%, average) 13.19 9.49 7.38 4.90 2.88 2.01 3.02 6.41

BIST composite 100 index 
(January 1986=1, end of 
period)

51,267 62,423 62,543 66,397 78,208 85,899 76,295 74,487

Unemployment rate (%) 9.33 10.17 8.40 8.77 9.53 10.40 8.97 9.80

Source: EIU, Turkish Statistical Institute, Dec. 2013.

9.11.2  Economic Policy

Regarding fiscal policy, although a new round of 
election is upcoming, the Turkish government 
has continued to prioritize fiscal discipline and 
announced to make efforts to keep the ratio of 
overall debt to GDP at 35% by the end of 2013 
before further cutting it to 33% in 2014. Despite that, 
the government has proposed taking such measures 
as strengthening domestic energy production and 
stimulating infrastructure construction to support 
exports and increase tourism value added in a bid 
to redress external imbalances. Those measures can 
increase government expenditures and, as a result, 

its deficit to GDP ratio could rise to about 2.5% in 
2014 from about 1.5% in 2013.

In 2013, Turkey adopted a relatively tight 
monetary policy to control inflation and prevent 
sharp depreciation of l ira (See Table 9.22). I t 
announced to raise the overnight inter-bank rates 
twice—in July and August—by a total of 125 base 
points to 7.25%. As the US Fed tapers the QE 
program in the future, lira could weaken further 
and it would be more di�  cult for Turkey to meet its 
inflation control target. Accordingly, its monetary 
policy could continue to tighten.



Chapter 9
Country Report of the E11

119

Table 9.22  Changes in currency, credit and exchange rate of Turkey
  2011Q4 2012Q1 2012Q2 2012Q3 2012Q4 2013Q1 2013Q2 2013Q3

Domestic credit stock 
(billion home currency)

899.05 920.20 965.28 981.38 1,018.51 1,061.73 1,129.29 1,201.78

M1 growth rate (%, end of 
period)

19.25 11.90 12.36 9.92 11.61 20.36 23.02 25.10

M2 growth rate (%, end of 
period)

14.84 9.61 8.52 8.09 10.18 13.62 16.16 20.33

Inter-bank market rate (%) 5.11 5.00 5.00 5.00 5.00 4.58 n.a. n.a.

Deposit rate (%, average) 15.58 16.37 16.33 16.29 16.42 16.11 15.84 15.67

Exchange rate（home 
currency/USD, average）

1.83 1.79 1.80 1.80 1.79 1.78 1.84 1.97

Exchange rate（home 
currency/USD, end of 
period）

1.89 1.78 1.81 1.79 1.78 1.82 1.93 2.04

Source: EIU, CEIC, Dec. 2013.
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