
I

Boao Forum for Asia

Development of Emerging Economies
Annual Report 2017

对外经济贸易大学出版社

中国·北京



　 　 图书在版编目 (ＣＩＰ) 数据

　 　 博鳌亚洲论坛新兴经济体发展 ２０１７ 年度报告＝Ｂｏａｏ
Ｆｏｒｕｍ ｆｏｒ Ａｓｉａ Ｄｅｖｅｌｏｐｍｅｎｔ ｏｆ Ｅｍｅｒｇｉｎｇ Ｅｃｏｎｏｍｉｅｓ
Ａｎｎｕａｌ Ｒｅｐｏｒｔ ２０１７: 英文. —北京: 对外经济贸易

大学出版社ꎬ ２０１７ ３
　 　 ＩＳＢＮ ９７８￣７￣５６６３￣１７４６￣９

　 　 Ⅰ ①博 Ⅱ Ⅲ ①经济发展－研究报告－亚洲－
２０１７－英文 Ⅳ ①Ｆ１３０ ４

　 　 中国版本图书馆 ＣＩＰ 数据核字 (２０１７) 第 ０２２６３３ 号

ⓒ　 ２０１７ 年　 对外经济贸易大学出版社出版发行

版权所有　 翻印必究

Ｂｏａｏ Ｆｏｒｕｍ ｆｏｒ Ａｓｉａ
Ｄｅｖｅｌｏｐｍｅｎｔ ｏｆ Ｅｍｅｒｇｉｎｇ Ｅｃｏｎｏｍｉｅｓ

Ａｎｎｕａｌ Ｒｅｐｏｒｔ ２０１７
责任编辑: 邸蓓蓓　 谭利彬

对 外 经 济 贸 易 大 学 出 版 社

北京市朝阳区惠新东街 １０ 号　 　 邮政编码: １０００２９
邮购电话: ０１０－６４４９２３３８　 　 发行部电话: ０１０－６４４９２３４２
网址: ｈｔｔｐ: / / ｗｗｗ.ｕｉｂｅｐ.ｃｏｍ　 　 Ｅ￣ｍａｉｌ: ｕｉｂｅｐ＠ １２６.ｃｏｍ

北京博海升彩色印刷有限公司印装　 　 新华书店经销

成品尺寸: ２１５ｍｍ×２７８ｍｍ　 　 ７ ７５ 印张　 　 １９８ 千字

２０１７ 年 ３ 月北京第 １ 版　 　 ２０１７ 年 ３ 月第 １ 次印刷

ＩＳＢＮ ９７８￣７￣５６６３￣１７４６￣９
定价: １６０ ００ 元



III

Table of Contents
Preface ………………………………………………………………………………………………… IX

Chapter 1  Overview …………………………………………………………………………………… 1

1.1  Analysis of Economic Situations ………………………………………………………………………1

1.2  Risks and Challenges ……………………………………………………………………………………5

1.3  Outlook for the Prospect ………………………………………………………………………………9

Chapter 2  Economic Growth ………………………………………………………………………… 11

2.1  Economic Growth in a Slow but Stable Trend and the Growth Rate Gap Narrowing ……………… 11

2.2  Increased Contribution of Consumption and Intermingled Factors Contributing to  
       Economic Growth …………………………………………………………………………………… 15

2.3  Economic Growth Expected to Accelerate  ………………………………………………………… 18

Chapter 3  Employment and Income ………………………………………………………………… 23

3.1  Some Economies Facing Greater Employment Pressure …………………………………………… 23

3.2  Increased Income Distribution Inequality …………………………………………………………… 32

3.3  The E11 Economies Doing Their Best to Guarantee Employment …………………………………… 36

Chapter 4  Prices and Monetary Policies …………………………………………………………… 37

4.1  Inflation Rates Modestly Rising ……………………………………………………………………… 37

4.2  Monetary Policies Remaining Loose on the Whole ………………………………………………… 41

Chapter 5  International Trade ……………………………………………………………………… 45

5.1  Sluggish Trade Growth ……………………………………………………………………………… 45

5.2  Active Push for Trade Liberalization ………………………………………………………………… 51

5.3  Rugged Progress of Trade Cooperation ……………………………………………………………… 54

Chapter 6  International Direct Investment ………………………………………………………… 63

6.1  International Direct Investment Growth Experiencing Ups and Downs …………………………… 63

6.2  Policies on Investment Promotion Forging Ahead ………………………………………………… 69

Chapter 7  Commodity Markets ……………………………………………………………………… 75

7.1  Rising Price of International Commodities ………………………………………………………… 76

7.2  Differentiated Influences of Price Recovery  ………………………………………………………… 84



IV

Chapter 8  Debts ……………………………………………………………………………………… 89

8.1  Public Debt Risks Being Controllable on the Whole ………………………………………………… 89

8.2  Private Debt Risks Deserving Vigilance ……………………………………………………………… 92

8.3  Some Economies Facing Great Pressure on Foreign Liabilities Servicing …………………………… 94

Chapter 9  Financial Market ………………………………………………………………………… 99

9.1  Local Currency against US Dollar Facing Continuous Depreciation ………………………………… 99

9.2  Treasury Bond Markets Generally Turning Better ……………………………………………………101

9.3  Stock Markets Remain Volatile ………………………………………………………………………104

9.4  Property Market Risks Accumulating …………………………………………………………………106

9.5  Development Uncertainty Increased ………………………………………………………………107

References …………………………………………………………………………………………… 111

Acknowledgements ………………………………………………………………………………… 113



V

List of Tables

Table 2.1 GDP growth rates of the E11 in 2006-2016 (%) ……………………………………………… 12

Table 2.2 Economic scales and proportions of major economy groups and the world as a whole  

in 2014-2016 (market exchange rate, current price) (USD billion, %) ……………………… 14

Table 2.3 GDP growth rate of the E11 in 2017-2021(%) ……………………………………………… 20

Table 3.1 Age structure of population and its changes in the E11 and the G7 in 2014-2015 (%) ……… 24

Table 4.1 Year-on-year growth rate of CPI of the E11 and the G7 in 2015-2016 (%) …………………… 38

Table 4.2 Year-on-year growth rate of PPI of the E11 and the G7 in 2015-2016 (%) …………………… 39

Table 4.3 Indices of primary commodity prices in 2015-2016 ………………………………………… 40

Table 4.4 Year-on-year growth rate of broad money of the E11 and the G7 in 2015-2016 (%) ……… 42

Table 4.5 Adjustments to benchmark interest rate in some E11 economies in 2016 ………………… 43

Table 5.1 Changes of the E11’s foreign trade volumes in 2013-H1, 2016 (USD million) ……………… 46

Table 5.2 The E11’s foreign trade surplus in 2013-H1, 2016 (USD million) …………………………… 49

Table 5.3 Trade protectionist measures implemented by the G20 in 2009-2016 ……………………… 51

Table 5.4 Trade liberalization measures of the G20 in 2009-2016 …………………………………… 53

Table 5.5 Goods trade of the E11 with other economies in 2012-H1, 2016 (USD million) …………… 55

Table 5.6 Goods trade within the E11 in 2012-H1, 2016 (USD million) ……………………………… 56

Table 5.7 Matrix of goods trade of the E11 in H1, 2016 (USD million) ………………………………… 58

Table 5.8 Proportions of the E11’s internal trade to its total foreign trade in 2012-H1, 2016 (%) ……… 60

Table 5.9 Trade agreements that were signed by the E11 and took effect in 2015-2016 ……………… 60

Table 6.1 FDI inflows, cross-border M&As and announced greenfield projects in 2015-2016  

(USD billion, %) ……………………………………………………………………………… 65

Table 6.2 FDI flows of the E11 in 2011-2015 (USD million) …………………………………………… 65

Table 6.3 Stock of FDI in the G20 in 2000-2015 (USD million) ………………………………………… 68

Table 6.4 Frequency of Resort to FDI Policy Interventions of the G20 ………………………………… 70

Table 6.5 The G20's International Investment Agreements …………………………………………… 71

Table 6.6 Signed or renewed BITs by some E11 economies in 2015-2016 …………………………… 72

Table 6.7 Other International Investment Treaties signed by the E11 or taking into effect in 2015  

and 2016 …………………………………………………………………………………… 73



VI

Table 8.1 Ratios of private non-guaranteed debt to gross foreign debt in some E11 economies  

in 2006-2015 (%) …………………………………………………………………………… 94

Table 9.1 Year-on-year rates of change of nominal exchange rates against US dollar of the E11 and  

major developed economies in 2016 (%) ……………………………………………………100

Table 9.2 The change of sovereign credit ratings of the E11  …………………………………………103

Table 9.3 Ratios of bank nonperforming loans to total gross loans of the E11 in 2010-2016 (%) ………109



VII

List of Figures

Figure 2.1 Economic growth rates of main economy groups in 2006-2016 …………………………… 14

Figure 2.2 Economic increments of major economy groups and the world as a whole in 2007-2016  

(PPP, current price) ………………………………………………………………………… 15

Figure 2.3 Contribution rates of the E11's private consumption to economic growth in 2013-2015 … 16

Figure 2.4 Overall investment/GDP ratio in the E11 and the G7 in 2013-2016 ………………………… 17

Figure 2.5 CLI of some E11 economies in Q4, 2015-Q3, 2016 ………………………………………… 18

Figure 2.6 CCI for some E11 economies in Q4, 2015-Q3, 2016 ………………………………………… 19

Figure 2.7 BCI of some E11 economies in Q4, 2015-Q3, 2016 ………………………………………… 20

Figure 2.8 GDP growth rate of the E11 in 2008-2017 ………………………………………………… 21

Figure 3.1 Proportion of urban population to total population in the E11 and the G7 in 2014-2016 … 25

Figure 3.2 Ratio of labor participation in the E11 and the G7 in 2016 ………………………………… 26

Figure 3.3 Labor force size of the E11 and the G7 in 2015-2017 ……………………………………… 27

Figure 3.4 Population of employment in the E11 and the G7 in 2015-2017 …………………………… 27

Figure 3.5 Industrial structure of employment of the E11 and the G7 in 2016 ………………………… 28

Figure 3.6 Youth employment rate of the E11 and the G7 in 2015-2017 ……………………………… 29

Figure 3.7 Unemployment rate of the E11 and the G7 in 2015-2017 ………………………………… 29

Figure 3.8 Youth unemployment rate of the E11 and the G7 in 2015-2017 …………………………… 30

Figure 3.9 Enrollment ratio at different educational levels of the E11 and the G7 in 2016 …………… 31

Figure 3.10 Ratios of educational expenditure in GNI of the E11 and the G7 in 2016 …………………… 31

Figure 3.11 Per capita GNI of the E11 and the G7 in 2014-2016 ………………………………………… 32

Figure 3.12 Household final consumption expenditure of the E11 and the G7 in 2014-2016 …………… 33

Figure 3.13 Gini coefficient of the E11 and the G7 ……………………………………………………… 34

Figure 3.14 Social security contributions to incomes for some E11 and G7 economies in 2016 ………… 35

Figure 3.15 Pension funds to GDP in some E11 and G7 economies in 2013-2015 ……………………… 35

Figure 5.1 The E11’s shares in global goods trade in 2012-H1, 2016 …………………………………… 48

Figure 5.2 The E11’s shares in global service trade in 2012-H1, 2016  ………………………………… 49

Figure 5.3 Proportions of current account balances to GDP of the E11 and the G7 in 2000-2016 (%) … 50

Figure 5.4 Rankings of the G20 in terms of number of trade protectionist measures in 2016 ………… 52

Figure 5.5 Proportions of emerging-market and developing economies and developed economies  

in the E11’s foreign trade in 2012-H1, 2016 ………………………………………………… 56



VIII

Figure 6.1 Global FDI inflows (flows) in 2010-2015 …………………………………………………… 64

Figure 6.2 Global FDI outflows (flows) in 2010-2015 …………………………………………………… 64

Figure 6.3 Proportions of the FDI inflow and outflow of the E11 to global total in 2010-2015 ………… 67

Figure 6.4 Global investment policies in 2001-2015 …………………………………………………… 69

Figure 7.1 CRB Index in 2008-2017  …………………………………………………………………… 75

Figure 7.2 Spot price of international crude oil in 2016-2017  ………………………………………… 76

Figure 7.3 Imported crude oil prices of the US and the real dollar index in 1974-2017  ……………… 77

Figure 7.4 World crude oil prices and the supply-demand balance in 2007-2017 …………………… 78

Figure 7.5 Natural gas prices at the European, US and Japanese markets in 2009-2017 ……………… 78

Figure 7.6 Natural gas consumption volume and year-on-year growth rate of OECD economies  

in Q2, 2015-Q3, 2016 ……………………………………………………………………… 79

Figure 7.7 International coal prices in 2011-2017 ……………………………………………………… 80

Figure 7.8 Coal output of world’s major producers in 1981-2015  ……………………………………… 80

Figure 7.9 China’s monthly coal output in 2015-2016  ………………………………………………… 80

Figure 7.10 China’s monthly coal import value and volume in 2015-2016  ……………………………… 81

Figure 7.11 Myspic steel price index composite in 2015-2017  ………………………………………… 82

Figure 7.12 World monthly crude steel output and year-on-year growth rate in 2015-2016 …………… 82

Figure 7.13 Settlement spot prices of nonferrous metals in LME in 2016-2017 ………………………… 83

Figure 7.14 Settlement prices of precious metals in LME in 2016-2017 ………………………………… 84

Figure 7.15 Saudi Arabian government’s budgetary incomes and proportion of oil revenues in  

1981-2017  ………………………………………………………………………………… 85

Figure 7.16 Russia’s monthly crude oil export value and year-on-year growth rate of accumulated  

fiscal income in 2015-2016  ………………………………………………………………… 85

Figure 7.17 China’s monthly crude oil import volume and import value in 2015-2016 ………………… 86

Figure 7.18 Korea’s monthly crude oil import volume and import value in 2015-2016 ………………… 87

Figure 8.1 Ratios of gross debt to GDP in the E11 and the G7 in 2013-2016 …………………………… 90

Figure 8.2 Ratios of general government net lending/borrowing to GDP in the E11 and the G7  

in 2013-2016 ………………………………………………………………………………… 91

Figure 8.3 Ratios of nonfinancial private debt to GDP in emerging market economies in 2002-2015 … 92

Figure 8.4 Outstanding foreign debts of some E11 economies in Q3, 2015-Q2, 2016 ………………… 95

Figure 8.5 Changes in debt servicing ratio of some E11 economies in 2013-2015 …………………… 96

Figure 8.6 Proportion of short-term foreign debt to international reserves in some E11 economies  

in 2013-2015 ………………………………………………………………………………… 97

Figure 9.1 The yields on 10-year treasury bonds in some E11 economies in 2015-2016  ………………102

Figure 9.2 Growth rate of the stock market value of the E11 in 2015-2016 ……………………………105

Figure 9.3 Stock Indexes of the securities markets of the E11 in 2015-2016  ……………………………105

Figure 9.4 Actual growth rates of housing prices of some E11 economies in 2016  ……………………106



IX

Preface
The Boao Forum for Asia, a non-governmental and non-profit international organization with a fixed conference 

date and a fixed domicile, has become an important and high-profile platform for dialogues on Asian and global 

issues for government, industrial and commercial as well as academic leaders in Asia and other continents. 

It aims to promote economic exchanges, coordination and cooperation among economies within Asia and 

between Asia and other continents. To expand the external exchange channels of the Asian economies and 

establish wider cross-regional links, the forum is committed to pushing development of, and cooperation 

among, the world’s emerging-market economies. The forum has started to organize the compilation of the 

annual development report for the emerging-market economies since 2010.

In 2010, the forum for the first time defined the term “E11” (11 major emerging-market economies) in 

its annual development report. The 2017 report continues to focus on study of the E11 and, in particular, 

analyzes their new developments in economic growth, employment and income, price and monetary policy, 

international trade, international direct investment, international commodities, and debt and financial markets. It 

also anticipates the economic situation of the E11 in 2017.

Benefiting from slow but steady price recovery of bulk commodities, their own economic policy 

adjustments and the gradual releasing of their reform effects, the momentum of a considerable economic 

growth slide of the emerging economies was curbed in 2016 and a general momentum of slowed but stabilizing 

development emerged. In 2016, the E11 contributed 60% to world economic growth and their share in world 

economic aggregates continuously kept rising. This testifies that the emerging economies are still an important 

driver of world economic growth and their status in the world economy has been on the gradual rise. Seen from 

individual economies, Russia and Brazil have walked out of economic recession and their economic growth 

have begun rebounding after bottoming out and differentiated economic growth among the E11 economies 

has narrowed. Mild price rises, increasingly differentiated income and employment conditions, continuous 

international trade slump as well as the big rise and fall of international direct investment have been general 

economic operation characteristics of the emerging economies over the past year. 

At the same time, the power of discourse of the emerging economies has further risen. At the G20 

Hangzhou Summit, the emerging economies represented by China, via sincere cooperation, worked together 

with developed economies to jointly formulate the G20 strategy on global trade growth strategy and the G20 

guideline on global investment policy. The two documents embodies targeted action programs to promote 

the revival and development of global trade investment and set a new institutional framework on tackling 

protectionism and pushing for cooperation on international trade investment under the new situation. At the 

same time, the continuing advancement of Belt and Road Initiative has not only effectively promoted economic, 

trade and people-to-people cooperation among the countries along the routes, but has also offered a new prop 

to the checking of counter-globalization thinking and the forging of a new power for globalization. 

Currently, the economic growth of the emerging economies takes on a good momentum, but still faces 

various risks and challenges. Such problems as slowed growth of labor productivity, social instability caused by a 



X

widening income gap, a rising debt level, huge foreign exchange market fluctuations, escalating protectionism, 

uncertainties involving economic policies in the United States and other developed economies, and various 

geopolitical risks all allow no any ignorance. In the context of weak external demands, huge financial market 

fluctuations and feeble growth of domestic demands, the driving force of the economic growth of the emerging 

economies still remain insufficient and there are still big space for mutual investment, trade and financial 

cooperation. 

Looking into the year of 2017, the emerging economies still need to take precautionary measures against 

various risks of economic downturn, actively deal with challenges at home and abroad and gradually defuse 

emerging pressures in various areas to maintain their steady economic operation, recovery and warming and 

play a more important role in world economy and global governance.

 Zhou Wenzhong
 Secretary-General of
 Boao Forum for Asia
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Chapter 1
Overview

In the 2016 annual report, we believe that the 11 
major emerging market economies (E11)1 still face 
relatively big downward pressures, and compared 
with 2015, their economic growth rate may see 
a slight decline to 4.4% if calculated according to 
purchasing power parity (PPP)-based weighted 
economic aggregates in every economy. In the 
2016 annual report, various factors that may affect 
the 2016 world economic trend, as we listed, have 
played their role to a different degree, such as the 
direction, intensity and frequency of monetary 
policy adjustments in developed economies, 
price trends of international bulk commodities, 
the progress of international and regional trade 
and investment cooperation, as well as risks of the 
foreign exchange market and instable domestic 
political situations in some economies. Based on the 
data published by the International Monetary Fund 
(IMF) on January 2017, the economic growth rate of 
the E11 was 4.4% in 2016, completely compatible 
with the forecast made by the 2016 annual report. 

1.1  Analysis of Economic 
Situations 
The economic growth of the E11 as a whole slowed 
down in 2016, but growth rate differentiations 
among different economies narrowed. Compared 
wi th  a  mi ld  r i se  in  pr ices  and recover y  o f 
international commodities amid twists and turns, 

1 E11 refers to the 11 major emerging market economies within 
the Group of 20 (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.

employment and income differentiations among 
the E11 economies increased in the year. The E11 
suffered a lingering slump in international trade, 
and its international trade alternated between 
the shiny and cloudy prospects and its debt ratio 
continuously climbed.

1.1.1  Economic Growth: Stabilizing while 
Slowing Down 

The economic growth of the E11 slowed down 
but tended to stabilize in 2016, with growth rate 
going down by 0.1 percentage points to 4.4%. The 
considerable sliding economic growth momentum 
that started in 2011 has been contained and signs of 
turning better have emerged. In the year, the world 
economic growth rate was 3.1% while the growth 
rate for the European Union (EU) and the Group 
of Seven (G7) was 1.9% and 1.4% respectively, far 
below that of the E11. In 2016, the E11 contributed 
about 60% to world economic growth, which can 
testify the E11 is still an important force driving 
world economic growth and its status in world 
economy has been further elevated. The medium-
speed growth the E11 has managed to realize is 
closely related to the internal demand expansion 
and economic structural adjustments within the 
E11 economies. Despite a weakening driving force 
of investment and the gradual decrease of “pulling 
effects” of net exports, private consumption has 
witnessed increasing contribution to the economic 
growth of the E11. From an economy-based 
perspective, differentiated economic growth among 
the E11 economies has begun narrowing. In 2015, 
there was a growth rate gap of 11.4 percentage 
points between the two E11 economies that 
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respectively registered the highest and lowest 
economic growth rate, but the gap decreased to 
10.2 percentage points in 2016, a decline of 1.2 
percentage from 2015’s gap, with China witnessing 
a growth rate of 6.7% as the fastest-growing E11 
economy and Brazil registering a negative growth 
rate of 3.5% as the slowest-growing E11 economy. 

1.1.2  Employment and Income: Widening 
Differentiations

The E11 has a large population base with a relatively 
fast growth speed. In 2016, the population of the 
E11 economies combined and reached 3.68 billion, 
an increase of 0.9% from the previous year (G7 
reported only 0.5% population growth the same 
year). The age structure of the E11 is relatively 
young. According to the new United Nations (UN) 
criteria on an ageing society, which is defined 
as a society with the population aged above 65 
accounting for 7% or a higher percentage of its 
entire population, the E11 economies except for 
Russia, Korea, Argentina, China, Brazil and Turkey 
have not entered an ageing society. However, of 
the E11 economies that have entered an ageing 
society, Russia and Korea have seen a relatively high 
level of the ageing population, with the ageing 
population exceeding 13% of the entire population, 
approaching 14.8% of the US, which has the lowest 
percentage of ageing population among the G7. 
The urbanization phenomenon of the E11 still 
continues, with its percentage of urban population 
keeping rising and the gap with the G7 narrowing. 
Of the E11, Argentina, Brazil, Saudi Arabia and Korea 
have an urbanization level higher than that of the 
G7 on the average, but India’s urbanization is still 
at a relatively low level and progresses relatively 
slow, with its urban population rising by only 0.38 
percentage points year-on-year in 2015, obviously 
lower than that of China, which saw an increase 
of 1.2 percentage points in terms of its urban 
population, the fastest among the E11. In terms of 
employment structure, the E11 still displays a pre-
modern feature with agriculture holding a relatively 
large proportion while service holding a relatively 
low proportion, but such a structure has somewhat 
changed. China, India, Turkey and Indonesia saw 
an increase of 1.0, 0.8, 0.7 and 0.6 percentage 
points respectively in terms of their employed 
population in the service sector in 2016. The E11 all 
witnessed a rising unemployment rate from 2015 
to 2017, with economies like South Africa, Brazil 

and Turkey registered a jobless rate above 10% in 
2016, and Brazil in particular, seeing an increase of 
2.9 percentage points in its jobless rate from 2015. 
This means the E11 face relatively big employment 
pressures in their job markets. Of the E11, institutions 
of higher learning generally have a relatively low 
enrollment rate, which means undersupply of high-
end workforce still exists in these economies. The 
per capita income of the E11 is still at a relatively low 
level and has even declined. In 2015, Brazil, Mexico 
and Turkey were all squeezed out of the “USD10,000 
Club” in terms of per capita income they ranked 
in 2014. Uneven income distribution of the E11 
has become more serious than that of developed 
countries and there have emerged signs of such a 
trend continuously worsening. 

1.1.3  Prices: a Mild Rise

The E11 economies still face relatively big inflation 
pressures. Under the influences of the recovery of 
international bulk commodity prices, mounting 
currency depreciation pressures and complicated 
domestic economic circumstances,  the E11 
extensively saw a rise in inflation rate in 2016 from 
the 2015 level. According to the IMF statistics, South 
Africa’s inflation stood rate at 6.3% in 2016, a rise 
of 1.7 percentage points from 2015, and China’s 
inflation rate was 2.0%, up by 0.6 percentage points 
year-on-year. India, Korea, Mexico, Saudi Arabia and 
Turkey all saw a rise in their inflation rates. Inflation 
rate witnessed a decline in Brazil and Russia in 
2016, but it still stayed at a relatively high level. The 
growth rate of the Producer Price Index (PPI) have 
also shown relatively big inflation pressures the 
E11 economies still face. In 2016, the PPI of Brazil, 
Indonesia, South Africa and Mexico maintained a 
relatively high level and saw a handsome rise from 
the 2015 level, while PPI in India, Saudi Arabia, 
China and Korea gradually changed from negative 
to positive or contraction slowed. Despite facing 
tangible inflation pressures, a majority of the 
E11 economies still chose to continuously lower 
benchmark interest rates to stimulate economic 
growth in 2016 at a time of feeble economic growth. 
In the context of lingering economic contraction, 
Russia lowered its benchmark interest rates by 100 
basis points twice in 2016, while benchmark interest 
rates in Brazil also entered a downward trajectory. 
Indonesia and India faced relatively small inflation 
pressures but several interest rate cuts were also 
made in 2016. Nevertheless, in the context of 
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high-staying inflation and increased depreciation 
pressures on exchange rates, some E11 economies 
had to raise their benchmark interest rates. In 
2006, Mexico’s central bank raised benchmark 
interest rates five times, with an accumulated 250 
basis points, and South Africa and Turkey also 
accumulatively raised their interest rates by 75 basis 
points and 50 basis points respectively in 2016. 
Continuously differentiated monetary policies in 
developed economies have also brought challenges 
to the monetary policy operations of the E11 
economies. 

1.1.4  International Trade: a Lingering Slump

World Trade Organization (WTO) data indicate that 
the total volume of global goods import and export 
was USD33.25 trillion in 2015, a decline of 12.7% 
year-on-year. Of the total volume, goods export 
accounted for USD16.48 trillion, down by 13.2% 
year-on-year, while goods import stood at USD16.77 
trillion, down by 12.2%. Of the 204 WTO members 
covered by statistics, only 21 economies realized 
a positive growth in the total goods volume, and 
their total trade was only USD 498.022 billion, 1.5% 
of total global trade volume. If the price factor is 
deducted, the world trade volume saw a growth of 
2.8% year-on-year in 2015, and it is estimated that 
the growth rate of the world trade volume is only 
1.7% year-on-year in 2016. Interactions between 
lingering slump in international trade, prevalence 
of trade protectionism and sluggish progresses in 
talks on multilateral and regional trade agreements 
have resulted in continuous worsening of the 
international trade environment. According to a 
report published by the British Center for Economic 
and Policy Research (CEPR), 19 members of the G20 
have accumulatively formulated 5,560 restrictive 
trade and investment measures since the global 
financial crisis in 2008, compared with only 1,734 
measures adopted during the same period aimed 
at promoting trade liberalization. This testifies that 
the foreign economic policy orientation of some 
major global economies is incompatible with the 
requirement of ever-deepening globalization. At 
the same time, affected by factors like a continuous 
external  demand slump and exchange rate 
depreciations, the E11’s foreign trade growth still 
makes slow progresses. According to the IMF data, 
the foreign trade growth of the E11 was still on a 
sliding tendency in 2015 and 2016, but the slide 
narrowed. In 2015, the E11’s goods trade volume 

declined by 13.5%, 1.6 percentage points lower than 
the average world goods trade growth the same 
year, and its service trade declined by 4.8%, down by 
19.1 percentage points from 2014. In the first half of 
2016, the goods trade volume of the E11 dropped 
by 8.2% year-on-year, 5.3 percentage points less 
than the decline in 2015, but still 3.1 percentage 
points lower than world goods trade growth during 
the same period. The E11’s service trade volume 
fell by 0.7% year-on-year in the first half of 2016, a 
performance better than that of the same period 
of 2015. In terms of trade links, the E11 has built 
up trade links with developed economies but its 
internal trade links have continuously weakened. 
In 2015, developed economies held 58.6% of the 
foreign trade volume of the E11, an increase of 1.3 
percentage points from 2014; while internal trade 
accounted for 23.3% of the E11’s total foreign trade 
volume, a decline of 0.5 percentage points. In the 
first half of 2016, the share of developed economies 
in the foreign trade of the E11 further increased to 
59.6% while the share of internal trade in the E11’s 
foreign trade further declined by 0.4 percentage 
points to 22.9%.

1.1.5  International Direct Investment: 
Alternating between Shiny and Gloomy 
Prospects

The United Nations Conference on Trade and 
Development (UNCTAD) data indicate that the per 
capita growth rate of inflow volume of the global 
foreign direct investment was 20.2% in the 10 years 
prior to the 2008 global financial crisis, while from 
2008 to 2015, the annual per capita growth rate of 
global Foreign Direct Investment (FDI) was merely 
0.8%. In 2015, global FDI inflow volume registered 
USD 1.762 trillion, a considerable increase of 38% 
year-on-year, which not only reversed negative 
growth in previous years in succession but also 
reached a record high in the years after the global 
financial crisis. But different from the growth pattern 
of global FDI, the E11’s FDI inflow and outflow 
volumes still maintained 2014’s downward trend. 
According to the UNCTAD data, the total FDI inflow 
volume of the E11 in 2015 was USD343.202 billion, 
a decline of 2.8% from 2014. Of the E11 economies, 
South Africa, Russia, Korea and Indonesia saw a 
relatively big decline in terms of FDI inflow, or 
down by 69.3%, 66.3%, 45.6% and 29.1% year-on-
year respectively, while Argentina, Turkey, India and 
Mexico saw a relatively rise, or up by 130.1%, 36.0%, 
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27.8% and 18.0% year-on-year respectively. China 
saw a 5.5% growth year-on-year in terms of its FDI 
inflow in 2015. Due to a considerable decline in 
FDI inflows, the net FDI inflow volume of the E11 
totaled USD119.763 billion in 2015, an increase of 
38.1% year-on-year, reversing the downward trend 
of net FDI inflows in the previous three years. In the 
first half of 2016, the global FDI inflow volume once 
again reported a negative growth, going down by 
5% and a decline of 10%-15% is estimated in the 
whole of 2016. Specifically, developed economies 
are expected to have a decline of 10%-14% year-on-
year in terms of their FDI inflow, while developing 
economies are expected to see a decline of 12%-
16% and transitional economies are expected to 
have an increase of 6%-34%. 

1.1.6  Commodities: Price Recovery amid Twists 
and Turns

Prices of international bulk commodities maintained 
a recovery trend amid ups and downs in 2016. In 
the first half of the year, The Commodity Research 
Bureau (CRB) Price Index saw a rapid rise, from about 
370 at the beginning of the year to 420 in June. The 
index returned to a downward track again from June 
to October, once falling to 420, but it rose again 
starting from late October, once went above a mid-
year high and exceeded 430 points in early January 
2017. On the whole, after a whole year of 2016, 
prices of international bulk commodities restored 
to the early 2015 level, and formed a reversal 
momentum based on the bottom prices in early 
2016. Seen from a longer perspective, price recovery 
in 2016 may mean prices of international bulk 
commodities have ended a downward trend that 
loomed in the second quarter of 2011, especially 
the second quarter of 2014, and started a new cycle 
of rebound after hitting bottom. To be specific, 
prices of such energy commodities as crude oil, 
natural gas and coal all realized a rebound in 2016, 
and prices of steel, non-ferrous metals and precious 
metals also recovered to a different degree, while 
prices of fertilizer and agricultural products reversed 
the across-the-board decline, with both price rises 
and falls reported among different categories of 
products. It is predicted that prices of international 
bulk commodities will maintain a mild rise in 2017, 
which will be a boon to such commodity exporting 
economies of the E11 as Saudi Arabia, Russia, 
Brazil, Argentina, Indonesia and South Africa, but 
for such importers of bulk commodities as China, 

Korea, India, Turkey, and Mexico, they will have to 
face the outward transfer of their welfares, a rise in 
spending and costs and the final weakening of the 
market competitiveness of their products. The direct 
influences of recovery of bulk commodity prices on 
the E11 economies are non-neutral. If such kind of 
cyclical fluctuations could be ironed out through 
policy coordination and economic cooperation 
among the E11 members, that would lead to 
obvious improvements in the general welfares of 
the E11. 

1.1.7  Debt: Continuously Climbing 

Currently, the high debt level lays a major obstacle 
to global economic recovery and may cause a risk of 
spiral debt-deflation cycle in all economies including 
the E11. In terms of public debt, E11 economies 
have a relatively low level if compared with the G7 
economies, but public debt has witnessed a rise to 
a different degree among the E11 economies, of 
which Saudi Arabia has seen the fiercest rise. There 
have also been tangible discrepancies among the 
E11 economies in terms of their fiscal deficits, with 
some of them plagued by a relatively high fiscal 
deficit and the level keeping rising. Seen from the 
debt in the private sector, the emerging economies 
face a relatively high level and even keep a rising 
trend. This is closely related to the adoption of 
loose monetary policies by developed economies 
that have led to a decline in their borrowing costs 
and the expansion of credit scale by the private 
sector in some E11 economies. Seen from the ratio 
of total private nonguaranteed debts to the total 
foreign debts, there are relatively big differences 
among the E11 economies. Of the E11, such a ratio 
is relatively high in Brazil, Turkey and Russia and 
relatively low in Mexico, China and Argentina. When 
it comes to the foreign debt level, the scale of the 
E11 has decreased. Some E11 economies have 
been confronted with relatively big debt servicing 
pressures. In 2015, Brazil, Indonesia, Argentina and 
Russia saw a relatively high debt servicing ratio, 
which exceeded the internationally recognized 20% 
alert level in all the four economies. The proportion 
of short-term foreign debt to international reserves 
in the E11 is generally relatively low, but relatively 
high in a certain economy. In 2015, the proportion 
was high as 171.6% in Argentina, which should 
cause high vigilance. Such a high ratio is closely 
related to Argentina’s stagnated economic growth, 
high inflation, deterioration of international balance 



Chapter 1
Overview

5

of payment and the enormous fiscal budget. 

1.1.8  Financial Market: Considerable 
Fluctuations

U n d e r  t h e  i n f l u e n c e s  o f  m o n e t a r y  p o l i c y 
adjustments made by the US Federal Reserve, 
Brexit and presidential elections in the US, the 
international financial market has suffered drastic 
fluctuations, and shock waves have also spread 
across the financial markets of the E11. In terms of 
the foreign exchange market, the currencies of the 
E11 extensively depreciated against the US dollar 
in 2016, with Argentine peso, Mexican peso, South 
Africa’s rand, new Turkish lira and Russian ruble all 
losing more than 10% against the US dollar. With an 
expectation that the US dollar continuously goes 
stronger, the currencies of the E11 will continuously 
face depreciation pressures. In terms of the national 
debt market, the return rates of 10-year national 
debt in the E11 had differentiated changing trends 
in 2016. The rates of return saw a decline in Brazil, 
India and Russia in the year while a rise to a different 
degree in Turkey, China and Mexico. Generally, 
the yield of 10-year treasury bonds in some E11 
economies like Brazil, India, Indonesia, Mexico, Russia 
and Turkey is still at a relatively high level. Seen from 
the return rate of national debts, the national debt 
markets of Argentina, Russia and Brazil that have 
suffered turbulences now show signs of stabilizing. 
When it comes to the stock market, the majority of 
the E11 economies, exclusive of China, have seen 
an expanded scale in 2016. Compared with 2015, 
stock market values of Argentina, Brazil and Russia 
increased by 37.0%, 29.0% and 28.4% respectively. 
At the same time, the majority of the E11 economies 
saw a rise in their stock index, with the stock markets 
of Russia, Argentina and Brazil being among global 
ones that registered a handsome price rise. In the 
meantime, stock markets of the E11 still experienced  
large fluctuations. In 2016, the stock markets of 
China, Brazil, Saudi Arabia, Argentina, Russia and 
India all experienced a considerable rise and fall. 
Influenced by increasing uncertainties at the global 
financial market, some E11 economies may face 
tangible adjustments in their stock markets. In terms 
of the housing market, several E11 economies have 
seen a fast rise in housing prices, which have fuelled 
ever-growing risks. The E11 economies have mostly 
taken targeted measures and also achieved initial 
effects. The housing market of the E11 is expected 
to make continuous adjustments, but risks are 

generally controllable. 

1.2  Risks and Challenges
In 2017, the economic growth of the E11 will 
still face various risks and challenges, such as 
slowed growth of labor productivity, possible 
social instability to be triggered by widening 
income distribution disparities, soaring debt, 
exacerbated foreign exchange market fluctuations, 
ever-escalating protectionism, economic policy 
uncertainties of the US and various geopolitical risks 
as well. 

1.2.1  Decelerated Labor Productivity Growth

The growth of labor productivity has been on a 
downward trend in both developed and emerging 
economies. In another word, the decelerated 
growth of labor productivity has become a global 
issue. According to the calculation based on The 
Conference Board data, the average growth rate 
of global labor productivity declined from 2.7% 
in 1996-2006 to 2.1% in 2007-2013, and further 
slid to 1.5% in 2015. The fundamental reason 
behind a record low labor productivity growth has 
continuously created lies in insufficient scientific and 
technological innovation. The lack of innovation and 
obstructed technological diffusions have caused the 
growth of labor productivity to slow down and the 
rate of return on corporate investment to decline, 
thus contributing to decelerated economic growth. 
Insufficient effectiveness of the labor market is 
another reason why labor productivity has been hit 
by growth deceleration. Of the E11, China, Russia 
and Korea face the serious problem of an ageing 
population. An ageing society usually causes the 
working-age labor population to grow at a slow 
or negative pace, labor supplies to decrease and 
population dependency ratio to rise, thus resulting 
in declining growth rate of labor productivity in 
some emerging economies. At the same time, 
slowed growth of total factor productivity and 
insufficient investment are also a main reason 
why labor productivity growth has slowed down. 
The weakening effects of technological progress 
to economic growth and numerous systematic 
factors at home and abroad that lay in the way of 
the growth of total factor productivity have caused 
total factor productivity to grow relatively slow. 
Influenced by economic and policy environment 
uncertainties, financing restrictions and investment 
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barriers, the growth of investment, especially private 
investment, and capital utilization per unit of labor 
has slowed in the emerging economies, which 
has finally obstructed fast growth of their labor 
productivity. Take China as an example. Statistics 
published by the International Labor Organization 
(ILO) shows that China’s growth rate of labor 
productivity continuously climbed in 1999-2007, 
rising from 6.4% to 13.1%, a record high. However, 
the growth rate started declining in the years (except 
for 2010) after the outbreak of the international 
financial crisis, and slide to 6.6% in 2015. The factors 
that have resulted in slowed growth of China’s labor 
productivity include: impact of the international 
financial crisis, looming pressures of an ageing 
society, gradual disappearance of demographic 
dividends, failure of scientific and technological 
innovation to grow into a leading dynamic to guide 
economic growth, a sliding total factor productivity, 
a fast rise in the cost of production factors, and 
serious industrial overcapacity in key sectors. 

1.2.2  Widening Income Gap

Income inequality has become a worldwide 
phenomenon that deserves high attention and 
its impacts on social stability increasingly cannot 
be ignored. In a keynote address to the G20 
Hangzhou Business Summit in 2016, Chinese 
President Xi Jinping pointed out that the world’s 
Gini coefficient now reaches around 0.7, which 
exceeds the universally recognized 0.6 alert line and 
thus must draw high attention. The Global Risks 
Report published by the World Economic Forum 
in January 2017 also pointed out that an ever-
widening income gap and increasingly aggravated 
social differentiation triggered changes in political 
situations, and if no immediate measures are taken, 
these trends may further exacerbate global risks. The 
latest survey revealed by the report indicates that of 
the top tendencies that decide global development 
in the coming decade, ever-increasing income and 
wealth disparities and exacerbated bi-polarized 
social differentiation respectively rank the first and 
third, while a group of risks with closest links are 
interactive structural high unemployment rate or 
underemployment and intense social turbulences.1 
Of the E11 economies, there have occurred social 
turbulences tr iggered by worsening income 

1 The World Economic Forum. The Global Risks Report 2017. 
[2017-01-11] https://www.weforum.org/reports/the-global-risks- 
report-2017.

distributions. For example, In Brazil, given that the 
middle class that returns to poverty changed its 
political inclination and became the main force of 
oppositions, right-wing Vice-President Michel Temer 
superseded left-wing President Dilma Rousseff who 
was being impeached by the Congress in 2016, 
forcing Brazil’s leftist Workers’ Party to hand over 
its political power. Take South Africa as another 
example. South Africa is one of the countries in the 
world that face most serious income inequality, 
and the degree of its current income disparity is 
even far higher than that of the initial years after the 
abolition of apartheid. South Africa’s Gini coefficient 
has long stayed above 0.6, with its 10% highest-
income population possessing more than 50% of 
national incomes, and it has long been plagued 
by an unemployment rate above 25%. As a result, 
frequent strikes and unrests have occurred and its 
rate of vicious crimes has been staying at a high 
level.

1.2.3  Climbing Debt Risks 

American economist Irving Fisher once compared 
debt and deflation to a “villain”, believing excessive 
debt and deflation pressures can promote mutual 
intensification and are thus particularly dangerous. 
Currently, global interest rates are still at a low level, 
deflation pressures still prevail. Debts, especially 
debts held by the private sector, stay at a high 
level, and private debts in emerging economies 
continuously keep rising. According to a financial 
monitoring report published by IMF in October 
2016, the total global debt was high as USD152 
trill ion in 2015, approximately 225% of gross 
domestic product (GDP), a new record high. Of 
the total volume, two-thirds of debts were held by 
the private sector, which consists of non-financial 
enterprises and households. Since 2010, the level 
of private debts in emerging economies has been 
climbing continuously, which already exceeded 
60% by 2015. To tackle the impacts of the global 
financial crisis, developed economies extensively 
turned to quantitative easing monetary policy, 
which has resulted in liquidity flooding at the 
international capital market and lowered funds 
borrowing costs. As a result, the loans volume 
by the non-financial enterprise sector in the E11 
economies has continuously risen, causing the debt 
level in their private sector to grow relatively fast. 
Of the emerging economies, China’s private sector 
holds a comparative high level of debts, increasing 



Chapter 1
Overview

7

deleveraging pressures on enterprises and fueling 
growing risk of debt defaults. A report published 
by McKinsey Global Institute indicates that newly 
added debts in China’s private sector soared from 
10% of newly added global debts to 47% from 
2000 to 2013. Drastically increased loans borrowed 
by non-financial enterprises, including real estate 
developers, as well as omnipresent shadow banking, 
remain a main factor behind a considerable rise 
in China’s private sector debt. The level of public 
debts in the E11 is relatively lower, but the level 
of fiscal deficits in some emerging economies is 
relatively high and grows relatively fast. According 
to a simple average calculation based on IMF data, 
the proportion of public debt to GDP in the E11 
gradually increased from 37.1% to 43.8% from 
2013 to 2016 while the proportion of fiscal deficits 
to GDP rose from 1.85% to 4.97%. In Saudi Arabia, 
Brazil and Argentina, fiscal deficit is at a relatively 
high level and also grows comparatively fast. If the 
governments of these economies cannot strike a 
balance between increasing fiscal revenues and 
reducing expenditures, their public debt risks will 
climb by a large margin in the future. 

1.2.4  Aggravated Foreign Exchange Market 
Fluctuations

Continuously differentiated monetary policies of 
developed economies and the economic situations 
of  the emerging economies their  own may 
further cause the latter’s foreign exchange market 
fluctuations. Uneven economic recovery among 
developed economies makes their monetary 
policies continuously differentiated. In the context of 
continuing economic recovery, the US will continue 
to tighten its monetary policy in 2017, while 
monetary policies in eurozone, Japan and other 
developed economies are expected to continuously 
remain loose. Under these circumstances, the US 
dollar will generally go stronger. However, due 
to certain uncertainties involving the timing and 
rhythm of further interest rate hikes by the Fed and 
the monetary policy trends in other developed 
economies, the possibility still exists for major 
developed economies to experience certain 
currency and exchange rate fluctuations. Under 
this situation, the currencies of the emerging 
economies will continuously face relatively big 
exchange rate depreciation pressures against the 
US dollar, and the possibility of fluctuations may 
further rise. From a domestic perspective, under 

the influences of sluggish economic recovery and 
rising inflation pressures, there exists a certain basis 
for the currencies of many emerging economies 
to depreciate. At a time of feeble economic 
fundamentals, there are still practical demands 
in some emerging economies to encourage or 
connive at their currency depreciations to promote 
exports and stimulate total demands. If monetary 
authorities of these economies fail to take targeted 
measures, competitive monetary devaluations may 
even ensue. Increased foreign exchange market 
fluctuations will not only trigger drastic fluctuations 
at the international and domestic financial markets, 
but will also bring impacts to the real economic 
sectors of the emerging economies and thus further 
negatively affect their economic recovery. 

1.2.5  Continuous Intensification of 
Protectionism

All economies have increased the intensity and 
frequency for policy adjustments in recent years. 
Due to repeated occurrence of economic and 
social problems, all governments hope to maintain 
a stable economic and social order through policy 
adjustments. All this should have caused them to 
take active actions to deal with emerging problems 
and challenges. However, in the process of policy 
adjustments, many economies give top priority 
to their own interests and even hold a beggar-
thy-neighbor approach, thus catalyzing various 
forms of protectionism. Furthermore, global major 
economies represented by the G20 still continuously 
work out new protectionist measures while 
achieving slow progresses in promoting trade and 
investment facilitation. Given that G20 members are 
all global major economies and that their policies 
have strong “spillover effects” and “echo effects”, 
policy adjustments in one economy usually leads 
to corresponding responding measures in other 
economies, which in turn makes the mentioned 
economy have to make further policy adjustments. 
With such a vicious cycle, every economy has 
to increase its policy adjustment intensity and 
frequency. The ever-escalating beggar-thy-neighbor 
protectionist policy will trigger off negative chain 
effects, not only sabotaging policy continuity and 
predictability in every economy, but also eroding 
the foundation for mutual economic and trade 
cooperation. As the world’s largest economy, 
the US has become a major promoter of global 
protectionist measures. In its foreign economy and 
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trade, the US Trump administration, shortly after 
coming to power, announced the US’ withdrawal 
from the Trans-Pacific Partnership Agreement 
and the launch of new talks on or the exit from 
North American Free Trade Agreement (NAFTA). 
It also attempted to brand China as a currency 
manipulator and impose a tariff as high as 45% on 
Chinese commodities. Ever-escalating protectionist 
behaviors worldwide, especially among developed 
economies, have brought new uncertainties to 
the E11’s participation in and push for global and 
regional economic cooperation.

1.2.6  Spillover Effects of the US Economic 
Policy

During his presidency, the US Trump administration 
is inclined to cut tax, increase fiscal inputs into 
infrastructure construction and loosen financial 
regulations as domestic economic policy while 
pushing for protectionism as its foreign economic 
policy. The Trump administration’s economy policy 
uncertainties not only include to what extent 
above-mentioned policies will be implemented but 
also include uncertainties of their implementation 
effects, all of which will bring impacts to the real 
economic sectors and financial markets of the 
emerging economies via multiple channels. First, 
the Trump administration’s economic policy will 
affect the emerging economies via the US economy. 
For example, the promised fiscal stimulus measures 
may drive the economic growth of the US and thus 
produce positive spillover effects on the growth 
of the global economy and emerging economies. 
Aside from this,  the Trump administrat ion’s 
economic policy will also affect US dollar and stock 
market tendencies and thus cause ripples at the 
international financial market and the financial 
markets of the emerging economies. Second, the 
implementation of Trump’s economic policy may 
also produce influences on other policies of the 
US. For example, the implementation of his fiscal 
stimulus policies will influence the rhythm and pace 
of the Fed raising interest rates, thus prompting the 
emerging economies to take corresponding policies 
in response. Last, the trade protectionist inclination 
of the Trump administration will also cause huge 
negative impacts to the emerging economies. The 
“America first” trade policy pushed forward by the 
Trump administration attempts to pursue trade 
conditions favorable to the US, but will sabotage an 
equitable global trade order. If other trade partners 

take corresponding protectionist countermeasures 
like the US does, that would undoubtedly trigger 
off  a  t rade and currency war,  which would 
obstruct global trade and economic growth. The 
emerging economies may bear the brunt of such 
consequences. 

1.2.7  High-incidence Period of Geopolitical 
Risks

The annual risk prediction report published by 
Eurasia Group in January 2017 themed “decline of 
geopolitics” holds that the world will face the most 
turbulent year in political risks after World War II and 
its influences on the global market will be basically 
the same as that of the global economic recession 
in 2008.1 After he was sworn in as US president, 
Trump signed on several widely-controversial 
executive orders, including a ban on the healthcare 
program pushed by predecessor Barack Obama, 
the US’ withdrawal from TPP, and a plan to build a 
wall across the border with Mexico. On January 27, 
2017, Trump signed an executive order, banning the 
immigration of some people from seven Muslim 
countries,2 sparking intense reactions from the 
international society and within the US itself. The 
executive order was later given a ruling by the 
US Federal Court, mandating a moratorium on 
its enforcement. Trump’s election, Brexit and the 
nascent rise of populist political parties in European 
elections have all reflected the rapid emergence of 
an inward-looking inclination and anti-globalization 
trend. A kind of conservatism that excessively caters 
to domestic tastes and flatters the middle-low 
classes at home but diplomatically displays a tough 
approach and keeps an offensive defensive posture 
is taking shape, which poses a threat to the open 
economic regime and world system. Under these 
influences, political and economic competitions the 
emerging economies represented by the E11 face 
from developed economies may escalate, especially 
the risk of exchange rate and trade war that Mexico, 
China and Korea face will mount. Trump’s election 
once again casts a shadow over the US-Iranian 
relations that were previously expected to ease. 

1 Eurasia Group. Top Risks 2017: The Geopolitical Recession. 3 
January 2017, https://www.eurasiagroup.net/issues/top-risks- 
2017 

2 This executive order demands the Department of State take “new 
scrutiny measures”, temporarily stop all refugees from entering 
the US within 120 days, and temporarily stop issuing visas to 
ordinary citizens from such seven countries as Iran, Sudan, 
Syria, Libya, Somalia, Yemen and Iraq, and indefinitely prohibit 
Syrian refugees from entering the US.
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Aside from the influence of the “Muslim order of 
ban”, the US Department of Treasury announced on 
February 3 2017 a new round of sanctions on Iran, 
off which it lifted sanctions only in 2016 under the 
pretext that Teheran test-fired missiles and supports 
terrorism. Once confrontation escalates, prices 
of international bulk commodities will face huge 
uncertainties resulting from geopolitical turbulences 
in the Middle East region. Terrorism still exists and 
in Turkey signs have even emerged that terrorist 
attacks now become “normal”. Under the strikes 
from parties concerned, the Islamic State may finally 
be wiped out, but the elimination of extreme ideas 
is far from being optimistic. 

1.3  Outlook for the Prospect
From the perspective of the leading composite 
index, consumer confidence index and business 

confidence index, the E11 has displayed a better-
turning economic momentum. Nevertheless, there 
are still some risks and challenges that may impede 
the stable economic growth of the E11. In view 
of the economic operation configuration of the 
emerging economies in 2016 and numerous risks 
and challenges the E11 is expected to encounter in 
2017, this report holds that the E11 will see a steady 
and better economic recovery in 2017, and its 
contribution to world economic growth will remain 
positive. Compared with 2016, its economic growth 
speed may realize a slight rise. The E11’s economic 
growth rate is expected to be 4.5% if calculated 
according to the PPP-based weighted economic 
aggregates in every economy. As the largest 
economy of the E11, China’s economic growth 
speed is much likely to stay from 6.5% to 6.7% in 
2017. 
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In 2016, the economy of the E11 was stabilizing 
with a growth rate as expected. Differentiation 
in economic growth among the E11 economies 
narrowed. Dollar-dominated economic scale 
rebounded after declining. Of the three drivers of 
economic growth, the contribution rate of private 
consumption increased with the weakening 
pulling effect of investment and net exports. All 
leading indicators show that short-term economic 
performance of the E11 economies is moving in a 
positive direction. In 2017, the economic growth of 
the E11 is expected to accelerate.

2.1  Economic Growth in a Slow 
but Stable Trend and the Growth 
Rate Gap Narrowing
In 2016, the economic growth rate of the E11 was 
not only higher than that of the EU, but also well 
above that of the G7. Dollar-dominated (based on 
market exchange rate, current price) economic 
scale stopped decreasing and rose again. The 
difference in economic growth rate inside the E11 
is getting smaller. In terms of the GDP increment 
of each economic bloc at current price based on 
the purchasing power parity (PPP), the economic 
increment of the E11 has always been positive from 
2007 to 2016 and significantly higher than that of 
the G7 and the EU respectively, which indicated 
that influence of emerging economies on the world 
economy is growing.

2.1.1  Divergence of Economic Growth Rates 
Narrowing 

With the teetering development of world economy 

in 2016, its growth rate slowed down further, 
economic recovery of developed economies was 
feeble, but the economic performance of the E11 
economies as a whole was stabilized. According 
to the statistics published by the IMF, the GDP 
growth rate of the E11 was expected to be about 
4.4% (See Table 2.1). Despite the slowdown of the 
economic growth rate of the E11, the divergence 
among their growth rates was narrowing. In 2015, 
the speed gap between the highest and lowest 
economic growth rates among the E11 economies 
was 11.4 percentage points. In 2016, China saw 
the highest economic growth of 6.7% while Brazil’s 
economic growth was the lowest, which was -3.5%. 
The difference between them was 10.2 percentage 
points, down by 1.2 percentage points from that 
of 2015. Specifically, the economic growth rate of 
India declined by one percentage point, and that 
of China decreased by 0.2 percentage points; but 
Russia witnessed a sharp rise of 3.1 percentage 
points and the growth rate of Brazil increased by 0.3 
percentage points. The growth rates of Korea and 
Indonesia both increased by 0.1 percentage points.

Among the E11,  the reason why China 
occupying about 50.7% of the GDP of the E11 
(calculated by GDP at current price in 2015) slowed 
down its economic growth rate was that there 
remained some prominent conflicts and problems 
in its economic operation, such as outstanding 
contradiction between excess production capacity 
and upgrading of demand structure, insufficient 
internal impetus for driving economic growth, 
accumulation of financial risks and increase of 
difficulties in some areas. To resolve these issues, 
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Table 2.1  GDP growth rates of the E11 in 2006-2016 (%)
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Argentina 8.0 9.0 4.1 -5.9 10.1 6.0 -1.0 2.4 -2.5 2.5 -1.8 

Brazil 4.0 6.1 5.1 -0.1 7.5 3.9 1.9 3.0 0.1 -3.8 -3.5 

China, People’s 
Republic of

12.7 14.2 9.6 9.2 10.6 9.5 7.9 7.8 7.3 6.9 6.7 

India 9.3 9.8 3.9 8.5 10.3 6.6 5.6 6.6 7.2 7.6 6.6 

Indonesia 5.5 6.3 7.4 4.7 6.4 6.2 6.0 5.6 5.0 4.8 4.9 

Korea, Republic 
of

5.2 5.5 2.8 0.7 6.5 3.7 2.3 2.9 3.3 2.6 2.7 

Mexico 5.0 3.1 1.4 -4.7 5.1 4.0 4.0 1.4 2.2 2.5 2.2 

Russia 8.2 8.5 5.2 -7.8 4.5 4.0 3.5 1.3 0.7 -3.7 -0.6 

Saudi Arabia 2.8 1.8 6.3 -2.1 4.8 10.0 5.4 2.7 3.6 3.5 1.4 

South Africa 5.6 5.4 3.2 -1.5 3.0 3.3 2.2 2.3 1.6 1.3 0.3 

Turkey 6.9 4.7 0.7 -4.8 9.2 8.8 2.1 4.2 3.0 4.0 3.3 

E11 8.5 9.3 6.1 3.6 8.5 7.1 5.5 5.5 5.1 4.5 4.4 

Source: IMF-WEO, Oct. 2016 and Jan. 2017.

 
China is steadily pushing forward such measures as 
cutting industrial overcapacity, destocking housing 
inventory, financially deleveraging, reducing 
costs in enterprises, and strengthening points of 
weakness in supply (i.e. de-capacity, de-inventory, 
de-leveraging, reducing cost and strengthening 
the weakness) with supply-side structural reforms 
as the main line, which inevitably led to the 
downturn of economic growth rate. With the 
acceleration of structural adjustments and gradual 
release of reform dividends, it is promising that 
China’s economy will achieve a soft landing and 
maintain the medium-high economic growth. 
Based on this, the GDP growth rate of China in 
2016 was about 6.7%, which was in accordance 
with our expectation made in the Report (2016).

India has ranked second among the E11 in 
terms of GDP (approximately 9.4% of the E11’s 
GDP calculated by current price in 2015). Although 
India’s economic growth maintained a positive 
momentum, its growth rate declined in 2016. 
Since May 2014 when Modi came into power, he 
implemented a series of policies to enhance India’s 
development, including “Made in India” “Clean 
India” and “Digital India”. To improve India’s business 
environment and attract more foreign capital, he 
relaxed restrictions on FDI (for example, Jhrkhand 
has lifted restrictions on exploitation of mineral 

resources conducted by private and foreign capital 
in September 2016), revised laws and regulations 
on labor and land expropriation, reformed tax 
system and vigorously developed manufacturing 
industry, railroads as well as smart city. In early 
2015, Modi declared the removal of the planning 
committee that has a 65 year-long history, and 
set up a new institution, National Institution for 
Transforming India (NITI). These reform measures 
laid a solid foundation for India to keep rapid 
economic growth. However, some problems in 
India, including lengthy domestic procedures for 
administrative examination and approval, serious 
corruption, and backward infrastructure, still remain 
to be improved. Meanwhile, the “demonetisation” 
carried out by the Modi government in November 
2016 might cost 86% Indian rupee the status as 
legal tender with a view to attacking black money 
trades and corruption. The policy drew complaints 
and reproaches from the bottom of the society, and 
also triggered biting criticism from former top levels 
of India and economists. In view of the uncertainty 
induced by the demonetisation, the Central Bank of 
India lowered India’s economic growth forecast of 
2016-2017 fiscal year from the original 7.6% to 7.1%. 
India’s “Ambit Capital” estimates that the growth 
rate of India’s GDP probably will decrease by 4.1 
percentage points. Fitch Ratings downgraded India’s 
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financial rating in 2017 to the negative, holding that 
the demonetisation movement has hindered the 
normal operation of Indian economy. Above all, the 
growth rate of Indian GDP in 2016 was estimated to 
be about 6.6%.

Russia has been influenced by such external 
factors as sanctions from the Western countries, 
constant downturns of international oil price and 
risks of geopolitical conflicts, and internal factors like 
shortage of investments, technologies and talents, 
insufficient competitive development and loss of 
business climate, and thus its downward economic 
pressure still remained. But in the meantime many 
positive signals appeared in its economic operation. 
First of all, the report released by Federal State 
Statistics Service on December 30th 2016 estimated 
that the inflation rate was just 5.4%, far lower than 
12.9% in 2015, a record low level. Second, compared 
with the amount of capital outflow in 2014 (USD153 
billion) and 2015 (USD56.9 billion), the outflow 
of capital in Russia in 2016 fell sharply and was 
expected to be USD16 billion or USD17 billion. 
The pressure on loss of foreign exchange reserves 
waned, which was good for strength of the ruble 
(The Russia’s ruble appreciated by at most about 
30.6% against US dollar in 2016), and served as a 
cushion for the airbag in Russia’s economy. Third, 
Russia’s agriculture was moving in a positive 
direction. The growth rate of its agriculture would 
not be less than 4% and the grain output would 
exceed 119 million tons in 2016. Finally, the lowest 
point of international oil price slowly picked up 
from over USD20 per barrel in February 2016 
(on February 11, 2016, the future price of crude 
oil in New York plunged to USD26.21 a barrel, 
which set the lowest point for the 12 years) to 
about USD50 per barrel at present, which played 
a significantly supporting role in the recovery of 
Russia’s resource-dependent economy. Generally 
speaking, the corresponding measures adopted 
by Russia to copy with Western sanctions and the 
international oil price fluctuations began to take 
effect. Macroeconomic operation also issued a 
relatively signal: Russia’s economy was expected 
to experience a slight contraction of 0.6 percentage 
points in 2016, obviously better than -3.7% in 2015.

The economic growth rates of Brazil, Korea and 
Indonesia also make contributions to elevating the 
economic growth rate of the E11. Brazil’s economic 

recovery will be a weak and gradual process, and 
cannot be reached at one stroke. With the stabilizing 
trend of its domestic politics, growing clearness 
of policy direction, restoration of investors’ and 
consumers’ confidence, and influence of such 
favorable factors as rebound of international oil 
prices and commodity prices, Brazil’s economic 
trend might be improved. Its GDP growth rate 
in 2016 was predicted to be -3.5%, better than 
-3.8% in 2015. Thanks to stable current account 
and sound fiscal position, GDP growth rate of 
Korea was estimated to be about 2.7%.1 However, 
global trade whose downturn was far beyond 
expectation might make foreign trade of Korea 
shrink. In addition, due to the effect of industrial 
restructuring in shipbuilding and shipping as well 
as domestic political unrest, risks of economic 
downturn in Korea in the future remains great. 
Benefited from rebound in commodity price and 
rounds of economic stimulus policies and reform 
measures (such as tax credit plan and preferential 
policies for special economic zones), GDP growth 
rate of Indonesia in 2016 was estimated to be 
about 4.9%.

It can be seen by comparing the economic 
growth of main country groups in the world that 
the growth rates of the E11 (4.4%) and the BRICS 
(5.0%) in 2016 are higher than those of the EU 
(1.9%) and G7 (1.4%) (See Figure 2.1). Because of 
constant change of growth trend the gap between 
developed economies and emerging economies 
continues to narrow. According to the forecast of 
the IMF, growth rate of the world economy in 2016 
further slowed down to 3.1%. China contributed 1.2 
percentage points to the global economic growth, 
contribution of the US and Europe to the global 
economic growth was 0.3 and 0.2 percentage 
points respectively. China’s contribution to the 
world economic growth far exceeded the sum of 
contributions of developed economies (the US 
and Europe). Emerging economies have become 
backbone for boosting the world economic growth 
with the status in global economy increasingly 
raised.

1 Due to the growing uncertain factors in the world economy 
and accelerating pace of the Fed’s rate hike that make risks 
of future financial market increase, as well as decrease of 
domestic demands, Korea has downgraded its economic growth 
expectations of 2016 and 2017 from previous 2.8% and 3.0% 
to 2.6% respectively, claiming that it will pursue expansionary 
fiscal policies to stimulate economic growth.
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Figure 2.1  Economic growth rates of main economy groups in 2006-2016
Note: The growth rates of each economy group are based on the weighted calculation of the PPP converted GDP (current-price) of each 

economy. The data in the above figure refer to the economic growth rate of the E11.
Source: IMF-WEO, Oct. 2016 and Jan. 2017.

2.1.2  Dollar-Dominated Economic Scale 
Rebounding 

Whether it is PPP-based GDP or GDP based on 
market exchange rate, both shows that the economic 
scale of the E11 in 2016 has been expanded. Among 
them, the economic aggregate based on the former 
grew to 49.1 trillion international dollars in 2016 
from 46.4 trillion international dollars in 2015, with its 
share of the world economy up to 41.3% from 40.7%; 
the economic aggregate valued by the latter rose to 
USD22.3 trillion from USD22.0 trillion with the share 
of the world economy dropping by 0.4 percentage 
points (See Table 2.2). Thus, currency devaluation in 
some E11 economies (like China’s RMB, Argentina’s 

peso, MXN and YTL) is the main reason for the 
decline of GDP share of the E11 economies by the 
market exchange rate. Judging from economic 
increment, the economic increment of the E11 
economies increased from minus USD1.1 trillion in 
2015 to USD241.6 billion in 2016. Seen from main 
country groups’ share of the world economy, the 
share of the E11 and BRICS fell from 30.0% and 22.6% 
in 2015 to 29.6% and 22.5% in 2016 respectively, 
while the share of the G7 rose from 46.4% to 46.9%. It 
shows that the effect of policy stimulus adopted by 
developed economies to fight against the financial 
crisis is gradually manifesting and their economies 
are slowly recovering.

Table 2.2  Economic scales and proportions of major economy groups and the world as a 
whole in 2014-2016 (market exchange rate, current price) (USD billion, %)

2014 2015 2016

Aggregate Increment Global 
proportion Aggregate Increment Global 

proportion Aggregate Increment Global 
proportion

BRICS 17,399.9 838.4 22.3 16,667.9 -732.0 22.6 16,960.3 292.4 22.5 

E11 23,116.2 893.7 29.6 22,042.9 -1,073.3 30.0 22,284.5 241.6 29.6 

EU 18,580.0 568.0 23.8 16,300.5 -2,279.5 22.1 16,518.7 218.3 22.0 

G7 35,645.8 792.5 45.7 34,171.1 -1,474.7 46.4 35,310.2 1,139.1 46.9 

G20 66,912.9 1,734.9 85.7 63,280.0 -3,632.8 86.0 64,884.5 1,604.4 86.3 

World 78,041.7 1,966.9 100.0 73,598.8 -4,442.9 100.0 75,212.7 1,613.9 100.0 

Note: Data of 2016 are based on estimation.
Source: IMF-WEO, Oct. 2016.
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Seen f rom the GDP increment of  each 
economy (current price) based on the PPP, the 
economic increment of the E11 in 2007-2016 was 
always positive and obviously higher than that of 
the G7 and EU respectively (See Figure 2.2). In 2016, 
the economic increment of the E11 economies 
was estimated to be about 2.7 trillion international 
dollars and that of the BRICS was expected to be 2.3 
trillion international dollars, accounting for 54.5% 

and 45.6% of the global economic increment (about 
USD5.0 trillion) respectively that was well beyond 
the G7 (19.7%) and EU (12.7%). Compared to such 
developed economies as the G7 and EU, emerging 
economies including the E11 and BRICS countries 
have made greater contributions to driving the 
world economic growth as the mainstay for 
promoting the global economic development. 

 

Figure 2.2  Economic increments of major economy groups and the world  
as a whole in 2007-2016 (PPP, current price)

Note: The 2016 data are based on estimation. 
Source: IMF-WEO, Oct. 2016. 

2.2  Increased Contribution of 
Consumption and Intermingled 
Factors Contributing to 
Economic Growth
After a fast slide since 2010, the economic growth 
rate of the E11 was stabilizing and moving in a 
positive direction in 2016. Of the three drivers of 
economic growth, the contribution rate of private 
consumption grew with driving force of investment 
abated and pulling effect of net exports reduced. 
Expanded domestic demand lays a solid foundation 
for realizing long-term and sustainable economic 
growth of the E11.

2.2.1  Increased Contribution of Private 
Consumption

The contribution rate of private consumption in 
the E11 economies to economic growth shows an 
upward trend as a whole. Compared with 55.55% 
in 2014, the contribution rate in 2015 grew to 
56.26% (See Figure 2.3). Specifically by economy, 

the contr ibution of pr ivate consumption in 
Argentina, Brazil, Mexico and Turkey to economic 
growth all exceeded 63%. Mexico and Turkey were 
beyond 67.1% and 69.1% respectively. In 2015, 
the contribution rate of Saudi Arabia’s private 
consumption to economic growth was only 40.8%, 
which was closely related that international oil price 
remains at a low level, and it forces the government 
of Saudi Arabia to cut the budgets. Incomes of 
many government or enterprise employees have 
been shrinking, household disposable income has 
decreased, purchasing power has fallen. In addition 
to the tension of geopolitical situation, private 
consumers’ willingness to spend has dropped in 
Saudi Arabia. Consumer spending has slowed down, 
especially for the sharp shrink of expenditure on 
“non-essential” products that further gives rise to 
the lower contribution rate of private consumption 
to GDP. In 2015, thanks to the rise of income level of 
residents and changes in lifestyle of young middle 
class, China’s total retail sales of social consumer 
goods witnessed a year-on-year real growth of 
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10.6%, and the contribution rate of consumption 
to economic growth reached 66.4%, an increase 
of 15.4 percentage points from 2014. However, 
the contribution rate of private consumption to 
economic growth was only 37.0%, for which there 
was still much room for a further rise in the future.

In terms of policy measures of expanding 
domestic demand,  on the one hand,  China 
implemented proactive fiscal policies, like across-
the-board implementation of the reform to replace 
business tax with VAT, reduction of tax cost of 
enterprises, and stable monetary policies, including 
keeping low interest rates and lowering borrowing 
costs of enterprises to raise corporate profits and 
raise the level of disposable personal income for 
employees. On the other hand, China continued 
to complete the social security system, such as 
integration of basic medical care insurance systems 
for urban and rural residents and elimination of 
systematic obstacles and mechanism barriers that 
restrict spending on pension, education, sports 
and recreation so as to spur the potentials of social 

consumption. To further advance the expansion 
and promotion of household consumption, 
China once again worked out and implemented 
a scheme of “Ten Major Actions for Expanding 
Consumption” in 2016, including the action of 
smooth sales of urban commodities, upgrading 
act ion of  rural  consumption,  improvement 
action of residential housing, promotion action 
of automobile consumption, upgrading action 
of travel and leisure, expansion and quality-
improvement action of household service for 
healthcare, innovation action of consumption of 
educational and cultural information, expansion 
action of sports consumption, expansion action 
of green consumption, and improvement and 
promotion action of consumption environment and 
quality. With the implementation of these policies or 
measures, it is anticipated that the contribution rate 
of consumption to China’s economic growth will go 
through a steady rise and the economic growth will 
become healthy and more sustainable in China.

Figure 2.3  Contribution rates of the E11's private consumption to economic growth in 2013-2015
Source: CEIC, Dec. 2016.

2.2.2  Investment Driver Weakening

As one of the three drivers, investment plays a critical 
role in driving economic growth. On the whole, 
the proportion of total investment to GDP tends to 
drop, and it shows that overall investment makes 
less contribution to economic growth. Compared 
to 2015, 2016 saw a rise in the proportion of 
Indonesia’s, Mexico’s and Russia’s overall investment 
to GDP and a decline for other E11 economies. 

From the perspective of quantity, China’s relative 
investment decreased. The total investment had a 
smaller share of GDP, sliding from 47.3% in 2013 to 
43.7% in 2016 (See Figure 2.4), which resulted in the 
slowdown of economic growth. Judging from the 
quality, the efficiency of China’s capital utilization 
declined, and its returns on capital and investment 
returns both dropped. According to the data issued 
by the State Information Center in May 2016, China’s 
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investment returns continuously declined from 
15.67% in 1993 to 8%-10% in 2000-2008, and it 
dramatically fell to 2.7% in 2014 in the wake of the 
financial crisis, a new record low. The combined 
effect of quantity and quality eventually led to the 
weakening of the driving force of investment for 
economic growth.

Seen from relevant policy measures, first, the 
combination of monetary policies of low interest 
rates and destocking policies in real estate boosted 
the fast growth of commercial housing sales and 
spurred rebound of investment growth in real estate 
development; second, China adopted the fiscal 
policy on expanding public spending and supported 
the investment development in such fields as new-
style urbanization, infrastructure construction and 
manufacturing industry, etc.; third, China introduced 
some policy measures for encouraging private 

investment. With the state-owned enterprise reform 
as a turning point, it vigorously popularized the 
PPP model and supported a relaxation of market 
access policies for private investment to get into 
such fields as electric power, telecommunication, 
transportation, oil and gas, municipal engineering, 
pension system, medical care, education, culture, 
sports, etc. In spite of remarkable effects of the 
mentioned policies on expanding investment scale, 
the fall of returns on investment is exactly the key 
crux of the slowdown of China’s economic growth. It 
is urgent to publish new policies of high pertinence 
in the future to guide more capital investment in 
high-tech industry, high-end manufacturing and 
service sector to offset the negative influence of the 
decline in investment returns through innovation 
and upgrading with a view to realizing sustainable 
growth of China’s economy. 

 

Figure 2.4  Overall investment/GDP ratio in the E11 and the G7 in 2013-2016
Note: Overall investment or gross capital formation consists of gross fixed capital formation and changes in inventories and acquisitions less 

disposals of valuables for a unit or sector. The 2016 data are based on estimation. 
Source: IMF-WEO, Oct. 2016.

2.2.3  Weakening of Pulling Effects of Net Export

Net export of the emerging economies of the E11 
has made negative contribution to and produced 
negative pulling effects on their economic growth. 
Take China as an example. According to the data 
published by WIND database, the net export of 
goods and services contributed -10.4% and -7.8% 
to its economic growth in the second and third 
quarters of 2016, with a pulling effect of -0.7% 
and -0.5% respectively. In the whole of 2016, the 
net export contributed -6.8% to China’s economic 
growth.

Although the pulling effect of net exports 
on economic growth is weakening, there are 
quite a few highlights in China’s foreign trade. For 
instance, Even though the growth rate of foreign 
trade descended, China’s export growth rate still 
performed better than that of major economies 
and emerging market economies in the world. Its 
share of international market was also steady and 
expanding, and benefits and quality of foreign 
trade development were promoted. They were 
mainly manifested in the following aspects: general 
trade export kept growing and became the major 
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force for export promotion; exports of mechanical 
and electronic products maintained growth with 
product structure further optimized; exports of 
private enterprises continued to grow and became 
the main force of exporting; market diversification 
made progress and exports in economies related to 
the One Belt and One Road Initiative kept growing; 
proportion of the central region increased with 
regional trade structure optimized; quality and 
efficiency of import were improved although the 
import was operated at a low level; newly emerging 
business modes l ike cross-border electronic 
commerce and market procurement were gradually 
becoming a new growth point in the development 
of foreign trade.

In the light of policy measures, in order to 
boost the pulling effect of net exports on economic 
growth, China took various measures, including 
fiscal policies of export tax rebates or reduction, 
credit policies for imports and exports, capital 
policies encouraging foreign investment, as well 
as organization policies improving foreign trade 
mechanism, etc., so that domestic enterprises can 
better participate in foreign trade and improve their 
own international competitiveness. As the structure 
of foreign trade has been optimized and the quality 
improved, the contribution of net exports to China’s 
economic growth cannot be ignored. 

2.3  Economic Growth Expected 
to Accelerate 
Composi te  Leading I ndex (CL I ) ,  Consumer 
Confidence Index (CCI) and Business Confidence 
Index (BCI) released by OECD all point to a growth 
momentum of economic development in the short 
term in the E11 economies. With slow economic 
recovery of developed economies, stabilizing 
of economy in China and India,  rebound in 
international commodity prices and further release 
of reform dividends, GDP growth rate of the E11 in 
2017 is estimated to be about 4.5%.

Based on the CLI released by OECD, the overall 
good CLI performance in the E11 economies shows 
the signs of stabilizing and rising economy. By 
economy, only South Africa saw its CLI further fall 
with a sharp decline from the fourth quarter of 2015 
to the third quarter of 2016. Other E11 economies 
had a quite favorable CLI performance (See Figure 
2.5). The CLI of Turkey, Indonesia, Mexico, Brazil and 
India have kept rising for successive four quarters. 
Russia and Korea has seen a three-quarter increase 
in their CLI. China’s CLI stabilized and rallied in the 
third quarter of 2016 after going through a three-
quarter decline. It indicates that economy of the 
E11 is stabilizing and improving with a relatively 
optimistic trend.

Figure 2.5  CLI of some E11 economies in Q4, 2015-Q3, 2016
Note: Original data are monthly statistics; quarterly data are three-month average; data for Argentina and Saudi Arabia are not available. 

The rank is based on the data of Q3, 2015.
Source: OECD-elibrary, Dec. 2016.
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We can see from the CCI released by OECD 
that CCI of the E11 economies performs well in 
general. Specifically in terms of economy, Brazil’s 
and Indonesia’s CCI rose as a trend on the whole 
from the fourth quarter of 2015 to the third quarter 
of 2016, and the CCI of Russia, Turkey, South Africa 
and Korea fell first then rose, as the U font (See 
Figure 2.6), which shows that consumers in these 
countries are quite optimistic about national 
economic development with an expected increase 
of national income and return of consumption 
confidence. However, China and Mexico saw their 
consumer confidence index in a declining trend. 
Continuous decline of China’s CCI might be related 
with its rapidly increasing house prices that forced 
out consumption and languished stock market 
restraining consumption. Consumers are cautious 
about short-term domestic economic development 
with consumption confidence weakening. Inflation 
rate of Mexico rebounded and continued to 
deteriorate. Mexican peso fell to a record low level 
and national credit rating faced downgrading. 
The government reduced its economic growth 
expectation for successive four years. All these 
made the market pessimistic about Mexico’s short-
term economic prospect and exerted an effect on 
people’s consumption confidence and consumer 
spending. 

 According to the OECD’s BCI, BCI for the E11 
are all positive, with a general trend of improvement. 
Seen from specific economy, Brazil’s BCI continued 

to rise from the fourth quarter of 2015 to the 
third quarter of 2016. In the first three quarters 
of 2016, BCI for Korea, China and Russia picked 
up. Furthermore, BCI for South Africa and Turkey 
in the third quarter of 2016 returned to a rising 
momentum, but Indonesia and Mexico saw a fall in 
their BCI (See Figure 2.7). Generally enterprises in the 
E11 are quite optimistic about national economic 
performance. In the future they will probably 
expand investment scale and ramp up spending on 
research and development as well as output. 

T h e  e c o n o m i c  p ro s p e c t  o f  e m e rg i n g 
economies and developing economies holds stable 
with emerging economies represented by China 
and India presenting a strong growth momentum. 
In the aspect of GDP growth rate based on constant 
price, the economic growth rate of the E11 will 
be firm with an upward trend as a whole in the 
next five years (See Table 2.3). India’s GDP growth 
rate in 2017 is expected to be 7.2% with constant 
growth in the following four years. The sources 
for India’s economy to maintain long-run growth 
mainly include: acceleration of industrialization 
process,  abundant supply of labor force, promotion 
of labor productivity, etc. Meanwhile, a succession 
of economic reform policies pursued by the Modi 
government, like “Made in India” “Clean India” 
and “Digital India”, and measures taken to loosen 
limitations on foreign investment, speed up reform 
on domestic tax system, enlarge investment 
in manufacturing industry and infrastructure 

Figure 2.6  CCI for some E11 economies in Q4, 2015-Q3, 2016
Note: Original data are monthly statistics; quarterly data are three-month average; data for Argentina, India and Saudi Arabia are not 

available in OECD e-library. Data for South Africa are updated to June 2016 and data in China and Russia are only available till 
August 2016, so the figure only reveals data of CCI for the three economies as of Q2, 2016. The rank is based on the data of Q2, 2016.

Source: OECD-elibrary, Dec. 2016.
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construction, enhance efforts to punish corruption 
and improve administrative efficiency in the 
government sectors also played a significant role in 
driving its economic growth. 

China’s GDP growth rate will drop to 6.5% 
in 2017 with a falling trend in the next four years. 
Nevertheless, China’s economy will still maintain 
medium-high economic growth and make huge 
contributions to the world economic growth. 
The reason for deceleration of China’s economy 
lies in that China is carrying out measures of “de-

capacity, de-inventory, de-leveraging, reducing 
cost and strengthening the weakness” to push 
forward supply-side structural reform, accelerate 
economic restructuring, and drive economic growth 
to transform from dependence on industry and 
investment to reliance on tertiary industry and 
consumption. It will possibly bring on the slowdown 
of economic growth rate, but provide a foundation 
for achieving more sustainable and stable economic 
growth in the long term.

Table 2.3  GDP growth rate of the E11 in 2017-2021(%)
2017 2018 2019 2020 2021

Argentina 2.7 2.8 2.9 3.1 3.3

Brazil 0.2 1.5 2.0 2.0 2.0

China, People’s 
Republic of

6.5 6.0 6.0 5.9 5.8

India 7.2 7.7 7.8 8.0 8.1
Indonesia 5.3 5.5 5.8 6.0 6.0
Korea, Republic 
of

3.0 3.1 3.0 3.0 3.0

Mexico 1.7 2.0 2.9 3.0 2.9
Russia 1.1 1.2 1.5 1.5 1.5
Saudi Arabia 0.4 2.3 2.6 2.3 2.3
South Africa 0.8 1.6 2.2 2.2 2.2
Turkey 3.0 3.2 3.3 3.5 3.5

Note: Economic growth rate of each economy is the GDP growth rate based on constant price.
Source: IMF-WEO, Oct. 2016 and Jan. 2017.

 Figure 2.7  BCI of some E11 economies in Q4, 2015-Q3, 2016
Note: Original data are monthly statistics; quarterly data are three-month average; data for Argentina and Saudi Arabia are not available in 

OECD e-library. Data for India are updated to May 2016, so the figure only reveals data of BCI for India as of Q1, 2016. The rank is 
based on the data of Q3, 2016.

Source: OECD-elibrary, Dec. 2016.
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Russia’s GDP growth rate is estimated to be 
1.1% in 2017. The gradual implementation of oil 
reduction agreement will contribute to rebounding 
international oil price. This may increase Russia’s 
net exports, and help its economic recovery slowly. 
The first agreement on reduction of oil production 
has been achieved for the eight years between 
OPEC and non-OPEC producers, which will come 
into force in January 1, 2017. If the agreement is 
put into practice, it will be favorable for stabilizing 
and rebounding of international oil price and 
resource-dependent Russia. But in view of previous 
experience, there is doubt whether international 
community can fulfill the agreement to the letter. 
In addition, uncertainties in exploration degree 
of shale oil in the North America, rate hikes of the 
Fed, development trend of European politics and 
economy can influence the change of international 
oil prices, further making Russia’s economic growth 
uncertain. 

Brazil’s economic growth rate in 2017 will cross 
the line from negative to positive, reaching about 
0.2%. After being caught in economic recession 
for two years, Brazil’s politics is becoming steady. 

Gradual boosting of consumers’ and investors’ 
confidence and expansion of social investment 
size serve as the main reasons for driving Brazil’s 
economy rid of downturn.

 According to the latest data published by 
the IMF, Jan. 2017 will see GDP growth rate of the 
E11 rise to 4.9% compared with 2016 (See Figure 
2.8). Possible reasons are as follow:the new US 
administration may pursue expansionary fiscal 
policies and increase investment on infrastructure 
construction; emerging economies like China 
and India will maintain medium-high growth; 
commodity (oil)  prices tend to stabil ize and 
recover; reform dividends further release. But the 
world economy still faces many major challenges. 
For instance, labor productivity grows slowly, the 
widening gap of income distribution causes social 
instability, levels of debt rise, foreign exchange 
market fluctuates violently, protectionism escalates, 
the economic policies of the US are uncertain, 
various geopolitical risks, etc. To sum up, we expect 
the GDP growth rate of the E11 in 2017 to stay 
at 4.5% or so. China’s GDP growth rate will stand 
between 6.5% and 6.7%.

 

Figure 2.8  GDP growth rate of the E11 in 2008-2017
Note: Economic growth rate of the E11 is based on the weighted calculation of the PPP converted GDP (current-price) of each economy.
Source: IMF-WEO, Oct. 2016 and Jan. 2017.
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The population scale has a large base and grows 
rapidly with a relatively young age structure in 
the E11 economies—but some economies were 
significantly affected by aging—and an increase 
in proportion of urban population. Average 
unemployment rate of the E11 saw an increase, 
and some economies confronted great pressure on 
employment. High-end labor forces still remained 
in short supply. Per capita income of the E11 on the 
average was at a low level with a decline. Income 
distribution inequality in the E11 economies was 
worse than that in developed economies with signs 
of further deterioration.

3.1  Some Economies Facing 
Greater Employment Pressure
Despite fast growth of the population and large 
size of labor forces in the E11, the gender difference 
in labor force participation rate was still obvious. 
Inf luenced by factors l ike global  economic 
downturn, average unemployment rate of the E11 
in 2016 increased slightly on a comparable basis 
with employment rate and youth unemployment 
rate both rising in some members like Brazil and 
South Africa.

3.1.1  Demographic Characteristics Having Few 
Significant Changes

The size of population in the E11 is huge. IMF latest 
estimated data indicated that population of the 
E11 in 2016 reached 3.68 billion with an increase of 
0.9% from the year earlier. China’s total population 
was 1.38 billion, still ranking first in the world. India’s 

population topped 1.3 billion for the first time and 
reached 1.31 billion as the second country around 
the world whose population exceeded 1.3 billion. 
Economies in the E11 whose population surpasses 
0.1 billion also include Indonesia, Brazil, Russia and 
Mexico, remaining as the fourth, fifth, ninth and 
eleventh in world rankings. IMF anticipated that 
the total population of the E11 would grow to 
3.71 billion in 2017. India’s population is expected 
to grow fastest by about 17.23 million. China’s 
population would increase by 5.52 million. Growth 
of population in Indonesia, Brazil and Mexico would 
be more than 1 million.

The rate of population growth in the E11 is 
higher than that in developed economies on the 
average. According to IMF estimated data, average 
population growth rate of the E11 is about 1.0% 
in 2017. In contrast, average population growth 
rate of the G7 is only about 0.5%. Among the E11 
economies, population growth rate of Saudi Arabia 
is the highest, over 2%; South Africa follows with 
1.7% of growth rate; economies whose population 
growth rate exceeds 1% also cover India, Indonesia, 
Argentina, Mexico and Turkey; Brazil, China and 
Korea keep a rising momentum and only Russia’s 
population experienced a slight negative growth. 
Highest rate of population growth in 2017 among 
the G7 is expected to be 1.2% in Canada, with other 
economies under 1%. Japan even would see a 
negative growth of 0.3%.

In terms of age structure, the E11 are relatively 
young compared with the G7. The proportion of 
people aged 65 and above in the E11 was 7.96% 
on average and was 7.70% in total in 2015 while 
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those in the G7 were both higher (See Table 3.1). 
But compared with the previous year, the average 
and total proportion of people aged 65 and above 
in the E11 both saw an increase. By economy, aging 
situation also exists in some economies among the 
E11. The new UN standard on aging regards the 
society where the proportion of people over the 
age of 65 to the total population comes up to or 

exceeds 7% as an aging society. By this standard, 
Russia, Korea, Argentina, China, Brazil and Turkey in 
the E11 were covered in 2015. Saudi Arabia has the 
youngest age structure among the E11 economies. 
Its population over the age of 65 only reached 2.86% 
in 2015 in spite of a slight increase compared with 
the previous year.

Table 3.1  Age structure of population and its changes in the E11 and the G7 in 2014-2015 (%)

Age of 0-14 Age of 15-64 Age of 65 and above 

2014 2015 2014 2015 2014 2015

Argentina 25.35 25.19 63.84 63.88 10.81 10.93 

Brazil 23.53 23.03 68.90 69.13 7.58 7.84 

Korea, Republic of 14.31 13.99 73.01 72.88 12.68 13.13 

Russia 16.35 16.75 70.42 69.88 13.23 13.37 

Mexico 28.06 27.61 65.63 65.93 6.31 6.47 

South Africa 29.53 29.24 65.45 65.73 5.03 5.03 

Saudi Arabia 28.82 28.58 68.38 68.56 2.79 2.86 

Turkey 25.94 25.67 66.67 66.79 7.39 7.54 

India 29.21 28.79 65.30 65.60 5.49 5.62 

Indonesia 27.98 27.69 66.91 67.13 5.11 5.17 

China, People's Republic of 17.20 17.23 73.61 73.22 9.18 9.55 

Average of the E11 24.21 23.98 68.01 68.07 7.78 7.96 

Total of the E11 23.40 23.22 69.12 69.08 7.48 7.70 

Germany 12.98 12.89 65.95 65.87 21.07 21.24 

France 18.51 18.48 62.82 62.40 18.67 19.12 

Canada 16.04 15.97 68.27 67.89 15.69 16.14 

US 19.06 18.95 66.55 66.26 14.39 14.79 

Japan 12.94 12.86 61.36 60.80 25.71 26.34 

Italy 13.79 13.71 64.20 63.88 22.01 22.41 

UK 17.70 17.77 64.80 64.47 17.50 17.76 

Average of the G7 15.86 15.80 64.85 64.51 19.29 19.69 

Toal of the G7 16.64 16.57 65.03 64.71 18.33 18.73 

Note: The table is based on the latest data from the World Bank Database. The data are based on the data adjustment of previous years. 
Source: World Bank Database, Jan. 2017.

From the perspective of structure of urban 
and rural population, the proportion of urban 
population for the E11 economies increased in 2015. 
The gap between the E11 and G7 was narrowing   

but still distinct. The proportion of urban population 
in the E11 was 70.60% on the average in 2015, up 
by 0.40 percentage points from the year earlier and 
9.87 percentage points lower than that in the G7, 
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which was 80.47%. But this gap narrowed by 0.16 
percentage points compared with the previous year. 
To be specific, there is a great difference in structure 
of urban and rural population among the E11 
economies (See Figure 3.1). The proportion of urban 
population in Argentina in 2015 was highest, up 
to 91.75%. Other economies whose proportion of 
urban population surpassed the average of the G7 
economies included Brazil, Saudi Arabia and Korea. 

India ranked lowest with 32.75% of urban population 
and China’s proportion of urban population reached 
55.61% that was just higher than that of India and 
Indonesia. Compared with the previous year, the 
urbanization level in the E11 economies all has 
been improved with the maximum increase of 1.20 
percentage points in China followed by India up by 
0.74 percentage points.

 

Figure 3.1  Proportion of urban population to total population  
in the E11 and the G7 in 2014-2016

Note: The 2016 data are based on estimation.
Source: World Bank Database, Jan. 2017.

3.1.2  Size of Labor Force Being Large and 
Employment Stress Rising

The ratio of labor participation is a factor in 
determining an economy’s labor scale on the 
premise of fixed population scale.1 Generally 
speaking, the average ratio of labor participation 
to the total population aged over 15 in the E11 is 
a little higher than that in the G7. The International 
Labor Organization (ILO) anticipated that the ratio 
of labor participation for each E11 economy was 
60.39% on the average in 2016, slightly higher than 
58.94% in the G7 economies (See Figure 3.2). It 
owed to the fact that the ratio of labor participation 
for men in the E11 (75.20%) was significantly 

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 World Bank data used in the 
report of the previous year was the ratio of labor participation in 
the total population aged 15-64. Since the data was not updated 
this year, the ratio of labor participation from the International 
Labor Organization was applied instead.

higher than that in the G7 (65.83%), although the 
ratio of labor participation for women in the E11 
(44.97%) was lower than that in the G7 (52.42%). The 
average ratio of labor participation for men was 30 
percentage points higher than that for women in 
the E11 economies and the gap in terms of labor 
participation between men and women reached 
about 13 percentage points in the G7 economies. 
In fact, such a gap is mainly related with culture 
instead of economic development level. The E11 
economies with a gap of more than 25 percentage 
points in terms of their men’s and women’s labor 
participation include Saudi Arabia, India, Turkey, 
Mexico, Indonesia and Argentina with the biggest 
gap in Saudi Arabia up to 58.75 percentage points. 
Brazil and Korea saw such a ratio gap between men 
and women slightly exceed 20 percentage points. 
Of the G7 economies, Italy and Japan had almost 
the same gap. The gap in South Africa, China and 
Russia stood at 15 percentage points.
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The E11 had a quite large size of labor forces 
with the quantity of labor forces in China, India, 
Indonesia and Brazil exceeding 0.1 billion (See 
Figure 3.3). With large size of population base and 
highest ratio of labor participation among the E11, 
China had a sheer size of labor forces. ILO latest 
data indicated that the total labor forces of China 
were about 0.81 billion in 2016, a growth of 1.67 
million from the year earlier. Despite relatively low 
ratio of labor participation in India, its size of labor 
forces ranked second in the E11 due to the large 
population base. India’s total labor forces increased 
to 0.51 billion in 2016 by 9.45 million from the 
previous year. Indonesia had the third largest labor 
force size in the E11 economies, reaching 0.13 billion 
in 2016 with a year-on-year growth of 1.69 million, 
which was a bit lower than the US (about 0.16 billion 
in 2016), ranking top of the G7, but higher than 
Japan (more than 65.08 million), ranking second in 
the G7. Brazil’s labor forces were about 0.11 billion 
in 2016, an increase of 1.20 million year-on-year. 
Of the E11, only Russia saw a decline in labor force 
size with a year-on-year fall of 0.57 million, down to 
75.24 million. G7 economies went through a more 
prominent reduction in labor force size. Germany, 
Italy and Japan saw a smaller size of labor forces 
compared with the year earlier.

 Most E11 economies saw a year-on-year 
rise in working population in 2016. Employment 

population in Brazil and Indonesia decreased 
compared with the year earlier (falling by 2.2% 
and 0.2% respectively), but Argentina, China, 
India, Korea, Mexico, Russia, Turkey and South 
Africa all witnessed a growth in their population 
of employment (See Figure 3.4). Among the E11, 
Turkey saw the biggest increase of 4.3% in its 
working population; Saudi Arabia followed with 
an increase of 4.1%; Mexico held the third position 
with a rise of 2.6%. The increase of employment 
population for the E11 members was 1.3% on the 
average in 2016 compared with the year earlier. 
However, the growth of employment population in 
the E11 economies was not as good as that in the 
G7 economies. All G7 economies saw an increase in 
their employment population with a growth of 2.9% 
on the average in 2016. Germany had the highest 
rise of 6.3% year-on-year, followed by the UK and 
Italy with an increase of 5.7% and 3.3% respectively.

Judging from the industrial composition of 
employment, the proportion of laborers engaging 
in agriculture is higher than the proportion of 
those in the service sector and industry in India. 
For Indonesia and China, the proportion of their 
agricultural workforce is higher than that of 
population engaging in industry, while other E11 
economies have the highest proportion of laborers 
in the service sector, followed by industry and 
agriculture, which shows the same characteristics as 

Figure 3.2  Ratio of labor participation in the E11 and the G7 in 2016
Note: The data are based on the ILO estimation in July 2015.
Source: ILO Database, Jan. 2017.



Chapter 3
Employment and Income

27

Figure 3.3  Labor force size of the E11 and the G7 in 2015-2017
Note: The data are based on the ILO estimation in December 2016.
Source: ILO Database, Jan. 2017.

Figure 3.4  Population of employment in the E11 and the G7 in 2015-2017
Note: The 2017 data are based on the ILO estimated figures in November 2016. In 2015 and 2016, the data for Brazil and Argentina are 

three-quarter figures from Trading Economics Database; the data for India are based on the ILO estimated figures; the data for Saudi 
Arabia are the second-quarter figures from IMF-IFS Database; the data for Indonesia and South Africa are the first-quarter figures 
from IMF-IFS Database; the data for China are year-end numbers from China’s National Bureau of Statistics; the others are the third-
quarter figures from IMF-IFS Database. 

Sources: Trading Economics Database; China’s National Bureau of Statistics; IMF-IFS Database, Jan. 2017.

the G7 economies (See Figure 3.5). Overall, the E11 
has a higher proportion of employment population 
in agriculture than the G7 but a significantly lower 
proportion of laborers in service sector than the G7. 

In 2016, the proportion of employment population 
in agriculture, industry and service sector for the 
E11 economies was 59.1%, 24.6% and 16.3% on 
average respectively. The above three proportions 
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for the G7 were 75.2%, 22.5% and 2.3% on the 
average respectively. Of the E11 economies, there 
is a marked disparity in employment structure. 
The employment structure in Argentina, Saudi 
Arabia and Korea is similar to that in developed 
economies. The proportion of their employment 
population in service sector was 73.2%, 71.3% and 
70.0% respectively, all exceeding that of Italy (69.3%) 
which was the lowest in the G7. South Africa was 
nearing this level, reaching 67.7%. This proportion 
for India, China, Indonesia and Turkey was 30.6%, 

48.3%, 45.5% and 52.4% respectively, dramatically 
lower than the level of developed economies. But 
the employment structure of these E11 economies 
whose industrial structure of employment is greatly 
different from that of the G7 has been optimized 
over the years. For instance, the proportion of 
employment population in service sector in China, 
India, Turkey and Indonesia in 2016 increased by 
1.0, 0.8, 0.7 and 0.6 percentage points from the year 
earlier respectively.

 

Figure 3.5  Industrial structure of employment of the E11 and the G7 in 2016
Note: The data are based on the ILO estimation in November 2016.
Source: ILO Database, Jan. 2017.

Seen from the age structure of employment, 
the proportion of the working population aged 
between 15 and 24 in the E11 accounted for 
32.5% of the entire population of the same age 
range on the average in 2016, significantly lower 
than 40.7% in G7 economies (See Figure 3.6). 
This means that developed economies offer their 
young people more employment chances than 
the E11 economies. However, there also exist 
marked discrepancies among the E11 in terms 
of youth employment level. According to the ILO 
latest estimation, the youth employment rate of 
China, Brazil, Mexico and Indonesia approached or 
exceeded the average level of the G7 economies in 
2016, which stood at 48.2%, 43.6%, 43.2% and 40.1% 
respectively. Argentina, Turkey, Russia, India and 
Korea had a youth employment rate of more than 

25%, but the rate of South Africa and Saudi Arabia 
was quite low, which was about 12%. Compared 
with the previous year, Indonesia, Mexico, Korea 
and Argentina witnessed a growth of their youth 
employment rate with the highest increase of 0.7 
percentage points in Indonesia.

 Based on the ILO estimation, the average 
unemployment rate in the E11 economies shows 
an upward trend from 2015 to 2017, which was 
7.6%, 7.9% and 8.0% respectively (See Figure 3.7). Of 
the E11 economies, South Africa, Brazil and Turkey 
saw their unemployment rate exceed 10% in 2016, 
which was 25.9%, 11.5% and 10.3% respectively. The 
unemployment rate for Argentina, Indonesia, Russia 
and Saudi Arabia was between 5% and 10% in 
2016. The rate in China, Mexico, Korea and India was 
relatively low, under 5%. From 2015 to 2016, Brazil’s 
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unemployment rate increased by 2.9 percentage 
points, the highest growth in the E11 economies. 

South Africa also saw a remarkable rise of 0.8 
percentage points.

Figure 3.6  Youth employment rate of the E11 and the G7 in 2015-2017
Note: The data are based on the ILO estimation in November 2016.
Source: ILO Database, Jan. 2017.

 

Figure 3.7  Unemployment rate of the E11 and the G7 in 2015-2017
Note: The data are based on the ILO estimation in November 2016.
Source: ILO Database, Jan. 2017.

Due to little experience and more motivations for 
new job opportunities, youth unemployment rate 
is generally higher than the overall unemployment 
rate whether in emerging economies or developed 
economies. In 2016, the youth unemployment rate 

of the E11 was 19.6% on the average, slightly higher 
than 19.1% in 2015. The youth unemployment rate 
in the G7 economies in 2016 was 16.0% on the 
average, modestly lower than 16.7% in 2015 (See 
Figure 3.8). Specifically, youth unemployment rate in 
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South Africa was very high, more than half of young 
people wanted to get employed but could not get 
a job. This proportion was 52.3% in 2016, a growth 
of 2.2 percentage points from the year earlier. Youth 
unemployment rate of Saudi Arabia was up to 
31.2%, growing by 1.3 percentage points from the 
previous year. Brazil’s youth unemployment rate in 
2016 ranked the third in the E11 economies, which 

was 24.6%, but its growth was the first among the 
E11, reaching 6 percentage points. Economies 
whose youth unemployment rate exceeded 10% 
covered Turkey (18.9%), Indonesia (18.6%), Argentina 
(16.1%), Russia (15.5%), China (10.6%) and Korea 
(10.6%). The rate in India (9.6%) and Mexico (7.9%) 
was relatively low. 

 

Figure 3.8  Youth unemployment rate of the E11 and the G7 in 2015-2017
Note: The data are based on the ILO estimation in November 2016.
Source: ILO Database, Jan. 2017.

3.1.3  Supply of High-end Labor Forces Being 
Relatively Low

The quality of labor market largely depends on 
the education level of a economy. In terms of 
education level, the E11 economies have a higher 
gross enrollment ratio of primary school1, a slightly 
lower gross enrollment ratio of middle school, 
a dramatically lower gross enrollment ratio of 
institutions of higher learning compared with the 
G7 economies. To be specific, gross enrollment 
ratio of primary school in the E11 economies in 
2016 was about 106.0% on the average and that 
in the G7 economies was 103.5% (See Figure 3.9). 
India had the highest gross enrollment ratio of 
primary school among the E11 economies, reaching 

1 Gross enrollment ratio of primary school refers to the percentage 
of aggregate enrollments regardless of the age and population 
of the right age for primary school stipulated by the authority. 
The ratio may exceed 100% since it includes overage students 
and younger students who go to school earlier or later than the 
stipulated age or restudy at primary school.

117.3%. The ratio of Brazil, Argentina and Saudi 
Arabia was all higher than that of the UK which 
was the highest in the G7. China’s and Indonesia’s 
gross enrollment ratio of primary school was higher 
than the average of the G7. Gross enrollment ratio 
of middle school in the E11 economies in 2016 
was about 95.9% on the average, 10 percentage 
points lower than the average of the G7. The ratio of 
Saudi Arabia, China and Argentina among the E11 
economies all surpassed 100%. There was a great 
gap in the gross enrollment ratio of institutions of 
higher learning. This ratio of the E11 economies was 
only 55.8% on the average while the G7 reached 
70.1%. Great differences in gross enrollment ratio 
of institutions of higher learning also exited inside 
the E11 economies. Korea’s gross enrollment ratio of 
institutions of higher learning was the highest in the 
E11 economies, up to 104.9%. The ratio of Argentina, 
Russia and Turkey also exceeded the average of the 
G7. Nevertheless, South Africa had the lowest ratio 
of 21.7%. This ratio in India only reached 26.3%.
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Figure 3.9  Enrollment ratio at different educational levels of the E11 and the G7 in 2016
Note: Enrollment ratio of institutions of higher learning in Germany is based on the 2014 data. The others are the 2016 estimation made this report.
Source: World Bank Database, Jan. 2017.

In view of educational input or expenditure, 
the average ratio of educational expenditure1 to 
gross national income (GNI) in the E11 economies 
is approximate to that in the G7 economies. The 
former was expected to be 4.4% in 2016 with 4.6% 
in the G7 over the same period (See Figure 3.10). But 
1 Educational expenditure refers to current operational spending 

on education, including wage and compensation but excluding 
capital investments on buildings and equipment.

the ratio was mainly distributed between 3% and 
6% inside the G7 while internal differentiation was 
serious for the E11 economies. The ratio of Saudi 
Arabia was estimated to be 7.2% in 2016. Brazil (6.2%) 
and South Africa (6.0%) also had a ratio over 6%. But 
the ratio was less than 3% in Turkey (2.7%) and India 
(2.7%) with the lowest ratio of 1.8% in China.

 

Figure 3.10  Ratios of educational expenditure in GNI of the E11 and the G7 in 2016
Source: This study is based on the estimation of historical data in World Bank Database, Jan. 2017.
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3.2  Increased Income 
Distribution Inequality
Affected by economic downturn, most E11 members 
see a marked decline in their per capita GNI and 
still have an evident gap compared with developed 
economies represented by the G7. Though per 
capita income is relatively low and falls, household 
consumption expenditure in the E11 economies has 
increased. Inequality in the distribution of income is 
worse compared to the previous year.

3.2.1  Per Capita Income Falling 

Both the E11 and G7 witnessed a decline in the 
average of GNI per capita in 2015. Compared with 
developed economies, there still exists an obvious 
gap in per capita income for the E11 economies (See 
Figure 3.11). In 2015, the average of GNI per capita 
in the E11 economies was USD11,225 (USD11,925 in 
the last year) while the average in the G7 economies 

reached USD43,269 (USD45,356 in the previous 
year). In 2015, Korea’s average GNI per capita was 
only USD27,450, the highest in the E11, which was 
still lower than that of Italy (USD32,810), the lowest 
among the G7 economies. The income difference is 
also remarkable inside the E11. India saw the lowest 
GNI per capita in 2015, which was USD1,600 and 
accounted for 5.8% of Korea’s per capita GNI, the 
highest level in the E11 economies. Besides Korea, 
the E11 economies whose per capita GNI exceeded 
USD10,000 included Saudi Arabia, Argentina and 
Russia while Brazil, Mexico and Turkey fell out of 
the USD10,000 “club”. Russia, Brazil and South Africa 
witnessed a sharp decline in their per capita GNI 
in 2015, with a fall up to 20.2%, 16.5% and 10.7% 
respectively. Saudi Arabia, Indonesia and Turkey also 
experienced a decrease of 5% above. China’s per 
capita GNI was USD7,930, up by 5.5% from 2014 as 
the biggest jump among the E11 economies.

 

Figure 3.11  Per capita GNI of the E11 and the G7 in 2014-2016
Note: The 2016 data are based on estimation.
Source: World Bank Database, Jan. 2017.

Based on relevant indicators of wage income, 
Argentina, India, Russia and Turkey mainly saw a 
rising trend in 2016, among which the wage index 
in the private sector in Argentina was 257 in January 
2016, reaching 334 in December 2016. The average 
monthly income of the cotton textile industry in 
India’s major cities1 was about RS8,496 in the first 

1 Including Bangalore, Ahmedabad, Mumbai, Indore, Kanpur, 
West Bengal, Coimbatore and Chennai.

quarter of 2016, increasing to RS8,707 in the third 
quarter. Russia’s real wage index witnessed a year-
on-year decline in January, April and July and a year-
on-year growth in other months among the twelve 
months. The wage index in Turkey was 222 in the 
first quarter of 2016, up to 238 in the third quarter. 
The wage level in Mexico and South Africa has not 
changed much throughout the year. Mexico’s per 
capita wage index was 98.2 in the first quarter and 
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99.9 in November; the actual monthly income in 
South Africa was 14,582 rands in the first quarter 
and 14,719 rands in the third quarter. But some 
E11 economies saw a fall in the wage level. For 
instance, the average monthly wage in Korea was 
KRW3.56 million in January 2016 and dropped to 
KRW3.20 million in November while Brazil’s actual 
average monthly income decreased from BRL2,309 
in January 2016 to BRL2,105 in November. Low wage 
of the police even gave rise to severe social problems 
in Brazil. Early in February 2017, the police in Espirito 
Santo of Brazil went on strike due to low pay, and 
its capital city, Victoria city, experienced the worst 
acts of violence including that shops were blatantly 
ransacked, which killed more than 100 people.1

3.2.2  Consumption Expenditure Improving in 
Most E11 Economies

Household final consumption expenditure2 in 
the E11 economies in 2015 was USD1.2 trillion on 
the average, growing by 3.3% compared with the 

1 Increasing violence leading to more than 100 deaths during the 
strike of Brazilian police, http://www.chinanews.com/gj/2017/ 
02-10/8146430.shtml

2 Household consumption expenditure refers to the market values 
of all good and service purchased by residents (including durable 
goods like cars, washing machines and home computers), 
excluding spending on housing but covering estimated rents of 
owner-occupied residence and expenses paid to the government 
for acquiring permits and licenses.

previous year. The average of the G7 was USD4.1 
trillion over the same period, up by 2.0% year-on-
year (See Figure 3.12). Only China’s household final 
consumption expenditure in the E11 surpassed the 
average of the G7, which was USD4.5 trillion with a 
growth of 8.4% from 2015. China also witnessed the 
most rapid growth among the E11 economies. The 
economies whose household final consumption 
expenditure exceeded USD1 trillion in 2015 also 
included Brazil, India and Russia. But Brazil and 
Russia saw a negative growth of 3.4% and 7.6% 
respectively compared with the previous year. 
Except Brazil and Russia, the other E11 economies 
realized a positive growth of household final 
consumption expenditure in 2015.

3.2.3  Increased Income Distribution Inequality

The Gini coefficient is internationally used to 
measure the degree to which individual or family 
income distribution (consumption expenditure in 
some cases) will vary from fully equal distribution 
in an economy. If the Gini coefficient is 0, it means 
full equality; if it is 100%, it means full inequality. 
The Gini coefficient of the E11 calculated by 
this annual report is 43.9% on the average with 
a s l ight increase compared to 42.4% in the 
report of 2016, which indicates deterioration of 
income distribution on the average in the E11 

Figure 3.12  Household final consumption expenditure of the E11 and the G7 in 2014-2016
Note: The data is the fixed price in 2010. The 2016 data are based on estimation.
Source: World Bank Database, Jan. 2017.
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economies dur ing a new repor t ing per iod. 
Meanwhile, the difference between the E11 and 
G7 is still striking. Internationally, 40% is regarded 
as the alert level of income inequality. If the Gini 
coefficient is above this value, social turbulence 
tends to happen. Among the E11 members, the Gini 
coefficient of South Africa was still up to 62.5% in 
2013, followed by Brazil, Mexico, China, Saudi Arabia, 
Argentina and Russia in turn, all above the alert level 

(See Figure 3.13). China’s Gini coefficient was 46.5% 
in 2016, a year-on-year growth of 0.3 percentage 
points. The Gini coefficient of Turkey and Indonesia 
was near the alert level. Korea’s Gini coefficient 
was 30.2% in 2014, showing a relatively equal 
income distribution. The Gini coefficient of the G7 
economies was 33.1% on the average during this 
reporting period with a moderate decline compared 
with 34.4% in the last reporting period.

  

Figure 3.13  Gini coefficient of the E11 and the G7
Note: Available latest data since 2012 are adopted.
Source: The data for the G7 economies are based on OECD Database; China’s data are from the 2016 figures of China’s National Bureau of 

Statistics; the data for Korea, Russia, South Africa, India and Saudi Arabia are based on America’s CIA World Factbook 2016; the 
other data are based on World Bank Database, Jan. 2017.

3.2.4  Ability of Social Security in Some 
Economies Being Relatively Weak

Social contributions mainly include social security 
contributions paid by employees, employing 
units and individual operators. In most developed 
economies, these funds account for a higher share 
of income. Thus these economies are able to 
provide more reliable social security. Among the 
E11 sampled economies of 2016, ratio of social 
contributions to income was 21.1% on the average. 
There existed certain discrepancies compared with 
34.3% in the G7 sampled economies (See Figure 
3.14). But it was mainly because that the ratio of 
India and South Africa was too low. The ratio of 
Brazil, China, Korea, Russia and Turkey was higher 
than that of the UK in the G7.

Compared with Canada, the US and the UK 
in the G7 economies, the E11 economies possess a 
weaker ability to help social security funds preserve 
and increase the value through operating the 
financial market (See Figure 3.15). Take pension 
funds as an example, the pension fund of all other 
E11 economies are under 20% of GDP except for 
South Africa where the pension funds are more 
than 50% of GDP. But in view of the trend, the ratio 
of pension funds to GDP in most E11 economies is 
on an upward trend. From 2013 to 2015, the ratio of 
pension funds to GDP in Brazil declined. Indonesia 
maintained its ratio while China, India, Korea, 
Mexico, Russia, Turkey and South Africa all showed a 
rising momentum.

  



Chapter 3
Employment and Income

35

Figure 3.14  Social security contributions to incomes for  
some E11 and G7 economies in 2016

Note: China’s data are based on the 2014 figures and the other data are based on the 2016 estimation from World Bank Database. 
Source: World Bank Database, Jan. 2017. 

Figure 3.15  Pension funds to GDP in some E11 and G7 economies in 2013-2015
Source: OECD Database, Feb. 2017.
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3.3  The E11 Economies Doing 
Their Best to Guarantee 
Employment
Slowdown of economic growth or downward 
pressure in some E11 economies exerted influence 
on employment. Therefore, relevant governments 
have adopted some policies for strengthening 
unemployment insurance, boosting economic 
growth and supporting employment.

The economies facing more serious employment 
have tried to ensure basic life of vulnerable groups 
and prevent or reduce the negative effects of chaotic 
social order mainly directly through adjusting policies 
on labor and income. For example, the data issued 
by Brazil’s IBGE on January 31, 2017 indicated that 
its unemployment rate reached 11.5% in 2016, a 
record high over the four years, under the influence 
of continuous negative economic growth and 
high inflation rate that have reduced employment 
chances. Now there are 12.30 million people out 
of work in the country. In order to guarantee the 
income of employed and unemployed population, 
Brazil has adjusted its policies on employment 
and income. The minimum wage standard is 
raised to BRL937 a month from BRL880 a month 
and the corresponding minimum amount of 
unemployment insurance has been synchronously 
adjusted. In addition, the government announces 
that laborers are allowed to withdraw employee 
security funds accumulated till the end of 2015. 
The unemployment rate in South Africa reached 
27.1% in the third quarter of 2016, hitting a 13-
year high. To cope with problems caused by high 
unemployment, South Africa also officially declared 

the minimum monthly wage standard as 3,500 
rands and 3,900 rands for 40 hours a week and 45 
hours a week respectively.

The economies confronted with certain 
employment pressures have mainly pursued 
policies on stimulating economic growth to boost 
employment. For instance, Mauricio Macri, Argentina’s 
president, issued a series of reform measures after 
taking office in December 2015, among which the 
top priority was given to stimulating growth and 
employment through large-scale infrastructure 
construction. Argentina planned to invest more 
than USD33.0 billion in infrastructure construction 
in 2016-2019, among which USD12.5 billion will 
be used for newly built roads, USD4.4 billion for 
expansion of railway transportation network, USD1.5 
billion for modernization of container terminals in 
Buenos Aires, USD1.2 billion for airport construction, 
and USD10.3 billion for construction of passenger 
railways in the metropolitan area. The investment 
is expected to directly or indirectly create over 
160,000 jobs. In terms of registered unemployment 
rate in cities and towns, China faces a lighter 
unemployment pressure, but the slowdown of 
economic growth after its economy entered a 
new normal motivates the Chinese government to 
attach great importance to boosting employment. 
China’s State Council published The 13th Five-year 
Plan for Employment Promotion in February 2017, 
which laid emphasis on boosting employment by 
enhancing economic development and promoting 
entrepreneurship and focused on reinforcing the 
employment security capacity for key groups 
like college graduates, rural labor forces, and 
overcapacity employees. 
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Influenced by the rebound of international bulk 
commodity prices, increasing pressure of currency 
depreciation and domestic economic situation, the 
inflation rates of the E11 economies in 2016 generally 
increased compared with those of 2015. Despite 
a decline in inflation rates of some economies, it 
still stayed at a relatively high level. However, in the 
context of weak economic growth, most of the 
E11 economies have to pursue loose monetary 
policies to stimulate economy, especially for some 
economies with inflationary pressure gradually 
reduced, and their monetary policies become looser. 
Differentiation in monetary policies of developed 
economies continues to bring challenges to 
monetary policies of the E11. In order to relieve 
the stress on capital outflows and depreciation of 
local currencies caused by the US Federal Reserve’s 
interest rate hike, some E11 economies have to raise 
their interest rates in response. 

4.1  Inflation Rates Modestly 
Rising 
The inflation rates of the E11 economies generally 
increased in 2016. According to IMF statistics, most of 
the E11 economies witnessed an increase of inflation 
rates in 2016 compared with 2015. Throughout 2016, 
the inflation rates of the E11 economies remained 
low at two ends and high in the middle. The E11 
economies will probably continue to face greater 
inflationary pressure on the whole.

4.1.1  Inflation Rates Increasing in General

The majority of the E11 economies saw a rise of 

inflation rates in 2016. Based on IMF statistics, the 
inflation rate of South Africa in 2016 was 6.3%, 
growing by 1.7 percentage points from 2015. 
China’s inflation rate was 2.0% with an increase of 
0.6 percentage points compared with 2015. India, 
Korea, Mexico, Saudi Arabia and Turkey all saw an 
increase in their inflation rates. But the inflation 
rates in some of the E11 economies declined. Brazil’s 
inflation rate went down from 9.0% to 8.7% in 2016 
and Indonesia’s inflation rate decreased from 6.4% 
to 3.5%. Russia’s inflation rate in 2016 was 5.4%, a 
sharp fall compared with 2015, which was a new 
record low over the recent years.1

Seen from the quarterly data, the rise of 
inflation rates in the E11 economies in 2016 was 
mainly due to the rise in inflation rates during the 
first half of the year (See Table 4.1). Inflationary 
pressure of Brazil and Russia eased in 2016, but 
their inflation rates were up to 10.1% and 8.3% in 
the first quarter of 2016 respectively. The highest 
inflation rates of India, Indonesia, Korea, Saudi 
Arabia and Turkey also were in the first or second 
quarter of 2016. After the decline in the first 
three quarters of 2016, the inflation rates of the 
E11 economies began to diverge in the fourth 
quarter of 2016. The inflation rates of Brazil and 
Turkey continued to fall while the rates of China, 
Indonesia, Mexico and South Africa predominantly 
increased so that the inflation rates throughout 
2016 were driven to rise again.

1	 Xinhua	News.	Russia’s	inflation	rate	was	5.4%	in	2016,	a	new	
record	 low.	 http://news.xinhuanet.com/world/2017-01/12/
c_129441662.htm,	2017-01-12.
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Changes of Producer Price Index (PPI) also 
indicate that the E11 economies still face great 
inflationary pressure (See Table 4.2). Seen from IMF 
data, the PPI growth rate in Brazil was 11.4% in 2016, 
growing by 5.4 percentage points from 2015. The 
PPI growth rate in Indonesia and Mexico were up 
to 8.1% and 5.7% from 4.7 and 2.9% respectively. 
Growth rate of PPI in South Africa was 7.0% in 2016 
with an increase of 3.4 percentage points compared 
with 2015.1 At the same time, the PPI growth rate 
in some E11 economies gradually turned from 
negative to positive or had reduced contraction 
amplitude. The Producer Price Index for Industrial 

1	 South 	Afr ica 	 Reserve 	 Bank: 	 Producer 	 Pr ice 	 Index .	
December	2016.	http://www.statssa.gov.za/publications/P01421/
P01421December2016.	pdf,	26	January	2017..

Products in China saw a year-on-year decline of 1.4% 
in 2016 and the fall narrowed by 3.8 percentage 
points, as the smallest drop since 20122. PPI in Korea 
in 2016 was -1.8%, narrowing by 2.2 percentage 
points from 20153. Growth rate of PPI in India and 
Saudi Arabia also slowly turned from negative to 
positive. PPI is usually regarded as the leading index 
for the inflation change, which indicates that the 
future inflationary pressure of the E11 economies 
remains high.

2	 National	Bureau	of	Statistic	s	of	the	People’s	Republic	of	China:	
Sheng	Guoqing,	 senior	 statistician	of	Municipal	Division	 in	
National	Bureau	of	Statistics,	understanding	CPI	and	PPI	of	
December	 2016.	 http://www.stats.gov.cn/tjsj/sjjd/201701/
t20170110_1451697.html,	2017-01-10.

3	 The	Bank	of	Korea:	http://ecos.bok.or.kr/jsp/vis/keystat/index_
e.html#/detail,	January	2017.

Table 4.1  Year-on-year growth rate of CPI of the E11 and the G7 in 2015-2016 (%)

2015 2016 2016Q1 2016Q2 2016Q3 2016Q4

Argentina 27.5 43.1 n.a. n.a. n.a. n.a.

Brazil 9.0 8.7 10.1 9.1 8.7 7.0

China, People’s Republic of 1.4 2.0 2.1 2.1 1.7 2.2

India 4.9 n.a. 5.3 5.7 5.1 n.a.

Indonesia 6.4 3.5 4.3 3.5 3.0 3.3

Korea, Republic of 0.7 n.a. 1.0 0.9 0.8 n.a.

Mexico 2.7 2.8 2.7 2.6 2.8 3.2

Russia 15.5 n.a. 8.3 7.4 6.8 n.a.

Saudi Arabia 2.2 n.a. 4.2 4.1 3.4 n.a.

South Africa 4.6 6.3 6.5 6.2 6.0 6.6

Turkey 7.7 7.8 8.6 6.9 8.0 7.6

Canada 1.1 n.a. 1.5 1.6 1.2 n.a.

France 0.0 0.2 0.0 0.0 0.3 0.5

Germany 0.2 0.5 0.3 0.1 0.5 1.1

Italy 0.0 -0.1 -0.1 -0.4 0.0 0.1

Japan 0.8 n.a. 0.0 -0.3 -0.5 n.a.

UK 0.1 0.6 0.3 0.3 0.7 1.2

US 0.1 1.3 1.1 1.0 1.1 1.8

Note:	“n.a.”	means	that	the	data	are	unavailable.	The	date	of	Argentina	in	2016	is	May	2016.
Source:	Argentina	data	are	from	Economic	Commission	for	Latin	America	and	the	Caribbean	(ECLAC),	and	other	economies	data	are	from	

IMF-Principal	Global	Indicators	(PGI),	Jan.	2017.
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4.1.2  Various Factors Influencing Prices of      
the E11

First of all, stabilizing and improving international 
bu lk  commodit y  pr ices  br ing  pressure  on 
inflation of emerging markets. According to the 
index of primary commodity prices from IMF, the 
index hit bottom in the first quarter of 2016 and 
then gradually picked up. In the fourth quarter 
of 2016, the index returned to 109.9, increasing 
by 12.9% compared with that in the four th 
quarter of 2015.

Energy prices, petroleum prices in particular, 
recovered rapidly in 2016. Compared with the 
fourth quarter of 2015, the fourth quarter of 2016 
witnessed a rise of 15.8% in price index of energy 
products and a rise of 16.3% in petroleum price 
index (See Table 4.3). From IMF statistics, spot 
prices of crude oil UK Brent (light), Dubai (medium) 

and West Intermediate (heavy) reached USD54.1, 
USD51.8 and USD52.0 a barrel respectively in 
December 2016. Considering the agreement on 
reduction of crude oil production reached by OPEC 
at the end of 2016, crude prices may further rise in 
2017.

Pr ices  of  other  bulk  commodit ies  a lso 
demonstrated a certain rising momentum. In the 
light of IMF statistics, price index of bulk metals 
climbed from 111.0 in the fourth quarter of 2015 
to 132.5 in the fourth quarter of 2016, with a rise of 
19.4%; price index of bulk agricultural raw materials 
ascended from 110.9 in the fourth quarter of 2015 to 
116.2 in the fourth quarter of 2016 with an increase 
of 4.8%; price index of bulk food went up from 132.2 
in the fourth quarter of 2015 to 143.8 in the fourth 
quarter of 2016, growing by 8.8%.

Table 4.2  Year-on-year growth rate of PPI of the E11 and the G7 in 2015-2016 (%)

2015 2016 2016Q1 2016Q2 2016Q3 2016Q4

Argentina n.a. n.a. n.a. n.a. n.a. n.a.

Brazil 6.0 11.4 12.9 13.1 12.4 7.7

China, People’s Republic of -5.9 n.a. n.a. n.a. n.a. n.a.

India -2.7 n.a. n.a. 1.4 3.6 3.2

Indonesia 4.7 8.1 6.7 7.9 8.3 9.5

Korea, Republic of -4.0 n.a. -3.3 -2.9 -1.8 n.a.

Mexico 2.9 5.7 4.2 4.9 5.8 7.7

Russia 12.4 n.a. 4.2 3.6 3.9 n.a.

Saudi Arabia -1.0 n.a. 2.8 4.0 3.7 n.a.

South Africa 3.6 n.a. 7.6 6.8 7.1 n.a.

Turkey 5.3 n.a. 4.7 3.2 2.9 n.a.

Canada -0.8 n.a. -0.4 -1.1 -0.9 n.a.

France -1.6 n.a. -3.3 -3.5 -2.0 n.a.

Germany -1.9 n.a. -2.8 -2.6 -1.7 n.a.

Italy -2.6 n.a. -3.2 -3.5 -1.0 n.a.

Japan -2.3 -3.4 -3.5 -4.3 -3.7 -2.1

UK -1.7 0.4 -1.0 -0.4 0.8 2.4

US -7.2 -2.6 -5.0 -4.0 -2.4 0.9

Note:	“n.a.”	means	that	the	data	are	unavailable.
Source:	IMF-PGI,	Jan.	2017.
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Price fluctuations of bulk commodities will 
exert a significant influence on the global inflation 
rate, especially for the inflation rates in emerging 
economies. For emerging economies that depend 
on exports of bulk commodities, the increase in 
bulk commodity prices will boost the improvement 
of their economy, but inflation rates of emerging 
economies are more sensitive to bulk commodity 
prices. Recovery of bulk commodity prices will 
lead to greater inflationary pressure on emerging 
economies.

Next, exchange rate fluctuations also affect 
the inflation in emerging economies. A sharp fall in 
currency exchange rates of emerging economies 
will bring about rise of import prices, thus imposing 
imported inflationary pressure. For example, 
compared with December 2015, Turkish lira dropped 
to 19.6% against the US dollar in December 2016, 
which to some degree intensified the inflationary 
pressure. Otherwise if currency exchange rates of 
emerging economies rise, the deflationary pressure 
tends to be relieved. For instance, basically stable 
currencies of Russia and Brazil against the US dollar 
in 2016 played a role in easing their inflationary 
pressure.

Final ly,  changes in domestic economic 
conditions will have an impact on the trend of 
the inflation rate. The first is that insufficiency of 
effective domestic demand in some E11 economies 
is conducive to releasing inflationary pressure to a 
certain extent. Take Russia and Brazil as an example, 
the two countries maintained negative economic 
growth for two consecutive years of 2015 and 2016, 

and sluggish consumption demand prevented 
their inflation rates from rising. The inflation rate 
of Korea has always been the lowest among the 
E11 economies, which is related with the perennial 
GDP output gap in its economy. Monetary Policy 
Direction for 2017 issued by the Bank of Korea in 
December 2016 points out that the growth trend of 
Korea’s GDP in 2017 is still below its potential level 
with a negative gap remaining in its GDP. Economic 
growth lower than the potential growth rate and 
depressed economic activity will check the rise of 
the price level.

The second is that inflation is also affected 
by domestic fiscal and financial situation in some 
E11 economies. With a relatively sound social 
security system in Argentina, its government 
expenditure continually increases in order to further 
improve the level of social welfare. In the wake 
of the outbreak of the global financial crisis and a 
slide in bulk commodity prices, Argentina’s fiscal 
revenues dramatically decreased but government 
expenditure was hard to be reduced, which made 
its fiscal deficits significantly increase. Due to 
the previous sovereign debt default, Argentina’s 
government faced financing difficulties. To solve 
the debt problem, Argentine Central Bank had 
to increase money supply, which resulted in its 
inflation rate hovering at a high level for many years.

The third is that other domestic factors also 
push up inflation rates in some E11 economies. 
For instance, in 2016, South Africa was hit by the 
severest drought in record, which had much 
influence on its economy, especially on the 

Table 4.3  Indices of primary commodity prices in 2015-2016

All Primary Commodities Non-Fuel Food Energy Petroleum

2015Q1 117.6 142.6 148.4 103.1 97.4 

2015Q2 122.4 138.6 143.0 113.0 113.7 

2015Q3 107.5 131.2 140.5 93.7 91.9 

2015Q4 97.3 123.7 132.2 81.8 79.3 

2016Q1 86.5 123.7 136.4 64.7 61.5 

2016Q2 101.4 132.7 149.3 83.0 84.1 

2016Q3 102.7 133.3 145.9 84.8 84.0 

2016Q4 109.9 135.8 143.8 94.7 92.2 

Note:	2005=100,	in	terms	of	US	Dollars.
Source:	IMF-Primary	Commodity	Prices,	Jan.	2017.
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industrial and agricultural production. The drought 
incurred a dramatic fall in agricultural production 
and subsequent rises of domestic food prices. 
Although the drought may mitigate in 2017, 
analyses show that it will probably take 2 to 3 years 
for the economy of South Africa to recover from the 
effects of drought, which means that it is difficult 
to eliminate the influence of drought on inflation in 
South Africa in the short run. 

4.1.3  Policies with Different Priorities

Despite an overall rise of inflation rates for the E11 
economies in 2016, conditions in all the economies 
are not all the same. It is reflected not only in the 
different tendencies of inflation rates but also in 
discrepancies of their inflation rates. The tendencies 
of inflation rates of the E11 economies in 2016 
can be divided into four categories, which leads 
to various policy orientations among the E11 
economies. 

The inflation rates of economies of the first 
category are on a high level and still in an uptrend 
compared with 2015. These economies, including 
Argentina, Turkey and South Africa, are confronted 
with greater inflationary pressure. In particular, 
the inflation rate of Argentina stays in double 
digits. Notwithstanding Argentina’s government 
attempted to lower its inflation rate in 2016 by 
means of tightened monetary policies, reform 
measures on prices and continuous improvement 
of the quality of statistical data, the effect was not 
so obvious.

The inflation rates of economies belonging 
to the second category significantly dropped in 
2016 with inflation risks under control, such as 
Brazil, Russia and Indonesia. Indonesia’s inflation 
rate fell from 6.4% in 2015 to 3.5% in 2016. Its 
inflationary pressure was greatly reduced, which 
provided room for its central bank to cut interest 
rates. In 2016, inflation rates of Brazil and Russia 
still exceeded the upper limit of their central 
banks’ targets, but the central banks of the two 
economies was to lower their benchmark interest 
rates to boost the economy under the downward 
trend of their inflation rates. However, the inflation 
rates in these economies remain at a relatively 
high level.

The inflation rates of economies falling in the 
third category maintain a moderate inflation with 
a certain rise in 2016, like China, India, Saudi Arabia 
and Mexico. These economies need to pay some 

attention to the rising trend of their inflation rates.
Economies of the fourth category always keep 

their inflation rates at a relatively low level. They are 
faced with deflationary pressure instead of inflation 
risks. In spite of a rising inflation rate in 2016, Korea’s 
deflationary pressure has not subsided.

4.2  Monetary Policies Remaining 
Loose on the Whole
Monetary policies of the E11 economies on the 
whole continued to remain lax in 2016. Some 
economies experienced high inflationary pressure, 
but economic growth at a low level drove these 
economies to adopt loose monetary policies to deal 
with it.

4.2.1  Growth of Broad Money Slowing down in 
Most E11 Economies

Growth of broad money supply has declined in 
some E11 economies. In the first three quarters of 
2016, growth rate of broad money in Argentina still 
exceeded or approached 30%, which was one of 
the reasons why Argentina’s inflation rate always 
remained high. But it has decreased compared 
with the level in 2015 (See Table 4.4). Besides 
Argentina, economies where growth rate of broad 
money dropped included China, Indonesia, Korea, 
Russia, South Africa and Turkey. Particularly the 
growth rate of broad money in Saudi Arabia went 
through a year-on-year contraction in the first 
three quarters of 2016. Nevertheless, supply of 
broad money in some economies has accelerated. 
Growth rate of broad money in India increased to 
14.6% in the third quarter of 2016, only second to 
Argentina among the E11 economies. This growth 
rate of Mexico also went above 10% in the third 
quarter of 2016. 

Growth of broad money in the E11 economies 
generally exceeds that in developed economies. 
For emerging economies, some money needs to be 
fixed into capital formation, except for money supply 
that aims to satisfy daily operation of their economy. 
Therefore, at present, emerging economies have a 
faster supply rate of broad money than developed 
economies in general, which is a natural process of 
financial deepening in emerging economies. Rapid 
growth of broad money does not necessarily turn 
into inflationary pressure but some economies with 
faster growth of broad money need to pay attention 
to it.
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4.2.2  Benchmark Interest Rates Going 
Downward in Most E11 Economies

Economic growth and inflation trend are two most 
important variables in determining the tendencies 
of monetary policies of a economy. In 2016, most 
E11 economies carried out loose monetary policies 
in general in the context of sluggish economic 
growth with benchmark interest rates continuously 
lowered by central banks. But some economies 
were forced to raise benchmark interest rates under 
the condition of high inflation and increasing 
pressure on exchange depreciation, although it 
would probably exert a negative effect on economic 
growth.

In 2016, most E11 economies stimulated their 
economy by downgrading their benchmark interest 
rates (See Table 4.5). After experiencing negative 
economic growth for two consecutive years, Russia 
and Brazil had to cut benchmark interest rates. In 
2016, the two economies lowered their benchmark 
interest rates twice with a cumulative reduction of 
100 basis points and 50 basis points respectively. 
It should be noted that Russia has entered the 
downward track of benchmark interest rate since 

2015 under the pressure of economic contraction 
while Brazil still promoted its benchmark interest 
rate to deal with inflation regardless of the economic 
contraction in 2015. Brazil started to gradually lower 
its benchmark interest rate in 2016, which showed 
its central bank’s increased motivations to stimulate 
economy and also the mitigation of its inflationary 
pressure. In contrast, Indonesia and India faced less 
inflationary pressure, which left much more room 
for their monetary policies to stimulate economy. 
Indonesia cut its benchmark interest rate four times 
in 2016 with the interest rate level down from 
7.5% in 2015 to 6.5% in 2016. India also lowered its 
benchmark interest rate twice in 2016 by 50 basis 
points altogether and its interest rate declined to 
6.25%. There was limited room for further lowering 
benchmark interest rates in Korea due to the already 
low level of the interest rate. In 2016, Korea only 
made one interest rate cut, with its benchmark 
interest rate lowered from 1.5% to 1.25%.

Some E11 economies sticked to tightened 
monetary policies under the inflationary pressure. 
The Bank of Mexico implemented interest rate 
hikes in February, June, September, November 

Table 4.4  Year-on-year growth rate of broad money of the E11 and the G7 in 2015-2016 (%)

2015 2016Q1 2016Q2 2016Q3

Argentina 37.3 34.2 31.7 29.0

Brazil 11.2 11.2 10.5 11.9

China, People’s Republic of 13.3 13.4 11.8 11.5

India 10.7 10.2 10.3 14.6

Indonesia 9.0 7.4 8.7 5.1

Korea, Republic of 8.2 7.9 6.7 7.2

Mexico 7.2 7.7 8.5 10.1

Russia 19.7 15.9 14.3 5.7

Saudi Arabia 2.6 -0.4 -2.6 -2.3

South Africa 10.3 8.6 5.6 5.6

Turkey 16.2 13.2 12.0 7.7

Canada 9.1 8.1 10.5 8.4

Eurozone 4.7 5.2 5.1 5.1

Japan 2.5 2.7 2.7 n.a.

UK 4.1 4.5 6.4 8.1

US 5.8 6.2 6.9 7.4

Note:	“n.a.”	means	that	the	data	are	unavailable.
Source:	IMF-PGI,	Jan.	2017.



Chapter 4
Prices and Monetary Policies

43

and December of 2016, increasing its benchmark 
interest rate from 3.25% to 5.75% with a cumulative 
interest rate increase of 250 basis points in 2016. The 
rate hikes were implemented to cope with upward 
pressure on inflation on the one hand and to handle 
the downward pressure on Mexican peso on the 
other hand. Turkey is faced with the similar situation 
to that of Mexico. To deal with the trend of steep 

decline in the value of Turkish lira, Turkey’s central 
bank sharply increased its interest rate for the first 
time over the past three years to 8.0%, an increase of 
50 basis points. For curbing the rising of the inflation 
rate, South Africa also conducted two rate hikes in 
2016 with a cumulative increase of 75 basis points in 
its benchmark interest rate. 

Table 4.5  Adjustments to benchmark interest rate in some E11 economies in 2016

Adjustments to benchmark interest 
rate and its level

Adjustments to benchmark interest 
rate and its level

Brazil
July 30, 2015, 14.25%
October 19, 2016, 14.0%
November 30, 2016, 13.75%

China, People’s 
Republic of

October 23, 2015, 4.35%
No adjustments in 2016

India
September 29, 2015, 6.75%
April 5, 2016, 6.5%
October 4, 2016, 6.25%

Indonesia

February 17, 2015, 7.5%
January 14, 2016, 7.25%
February 18, 2016, 7.0%
March 17, 2016, 6.75%
June 16, 2016, 6.5%

Korea, Republic 
of

June 11, 2015, 1.5%
June 9, 2016, 1.25%

Mexico

December 17, 2015, 3.25%
February 17, 2016, 3.75%
June 30, 2016, 4.25%
September 29, 2016, 4.75%
November 17, 2016, 5.25%
December 15, 2016, 5.75%

Russia
July 31, 2015, 11.0%
June 10, 2016, 10.5%
September 16, 2016, 10.0%

Saudi Arabia
January 19, 2009, 2.00%
No adjustments in 2016

South Africa
November 19, 2015, 6.25%
January 28, 2016, 6.75%
March 17, 2016, 7.0%

Turkey
February 24, 2015, 7.5%
November 24, 2016, 8.0%

Note:	The	data	for	Argentina	are	unavailable.
Source:	global-rates.com	(http://www.global-rates.com/),	Jan.	2017.

4.2.3  Monetary Policy Trend of Developed 
Economies Bringing Uncertainties

Monetar y pol icies of  developed economies 
continued to present a differentiation tendency in 
2016. The Fed launched the second interest rate 
hike in 2016 in the wake of global financial crisis 
while the European Central Bank and the Bank of 
Japan continued to maintain very loose monetary 
conditions. Differentiated monetary policies of 
developed economies continually bring challenges 
to emerging economies.

On December 14, 2016, the Fed announced a 
25-basis-point rate increase, raising the federal funds 
rate from 0.25%~0.5% to 0.5%~0.75%, which was 

the first rate hike over the past year and the second 
rate hike over the 10 years. In the minutes of its 
monetary policy meeting held in December 2016, 
the Fed indicated that the US was fairly confident 
about achieving the goal of 2% in inflation rate in 
the medium term with the mild recovery of the US 
economy and further improvement of labor market. 
In the prediction of the US economy in December 
2016, the Fed raised expectations for economic 
growth in 2016 and 2017 respectively. Fed officials 
anticipated that the Fed would make three interest 
rate hikes in 2017 and the process might be 
accelerated.

Eurozone and Japan have further expanded 
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the scale of monetary easing. In March 2016, the 
European Central Bank cut its main refinancing rate 
to zero from 0.05%; its deposit interest rate remained 
negative and was further lowered to -0.4%; the 
marginal lending rate fell from 0.3% to 0.25%. In the 
meantime, the European Central Bank decided to 
further raise quantitative-easing purchase quota 
from 60 billion Euros a month to 80 billion Euros 
a month. Given that there is little room for cutting 
interest rates and there exists endless risks resulting 
from Brexit and the referendum for constitutional 
in Italy, the European Central Bank in December 
2016 decided to extend asset purchase timing to 
December 2017, among which the 80-billion-euro 
monthly bond buying would be kept until March 
2017 and the purchase would decline to 60 billion 
euros a month.

To further boost economy, the Bank of Japan 
announced a cut of its deposit rate from 0.1% 
to -0.1% on January 29, 2016. The Bank of Japan 
indicates that the policy of negative interest rate 
and Quantitative and Qualitative Monetary Easing 
(QQE) policy are simultaneously implemented 
and it will further lower its negative interest rate if 
necessary. However, facing continuous deflationary 
pressures, the Bank of Japan introduced a new 
framework of monetary easing in September 2016, 
called “Quantitative and Qualitative Monetary 
Easing with Yield Curve Control”.  Under this 
framework , the Bank of Japan maintains the 
interest rate of -0.1% and stresses that the negative 
interest rate will be further cut if necessary, which 

leaves room for a second rate cut. Meanwhile, the 
Bank of Japan will keep its ten-year government 
bond yields hover ing around zero through 
Japanese bonds buying. The Bank of Japan expects 
to eventually realize the goal of 2% of its inflation 
rate through these measures.

Differentiated monetary policies of developed 
economies have resulted in divergence in the 
exchange rates of leading international currencies, 
which will lead to drastic fluctuations of the 
exchange rates of the currencies of emerging 
economies pegged to these major currencies. With 
the contraction of the Fed’s monetary policies, 
international capital will return to the US. Although 
the QQE policy of Eurozone and Japan to some 
extent can make up for the liquidity shortage facing 
emerging economies, policy disputes among major 
economies have also caused fiercer international 
capital flows. Compared with Eurozone and Japan, 
the adjustments to monetary policies in the US are 
still the most important international factor to affect 
emerging economies. Against the backdrop of 
interest rate hikes in the US and dollar appreciations, 
some E11 economies have to raise their interest rates 
to avoid dramatic outflows of capital and depreciation 
of local currencies, but this would undoubtedly 
restrain their economic growth. This requires 
emerging economies to strengthen coordination 
of international monetary policies on the one hand 
and strengthen management of international capital 
flows on the other hand so as to eliminate the adverse 

influence of external factors.  



Chapter 5
International Trade

45

In recent years, international trade has maintained 
a growth rate lower than world average economic 
growth. Under the influences of many factors, the E11 
suffered a lingering slump in international trade and 
still lacked of growth momentum. The total foreign 
trade volume of the E11 generally faced a downward 
trend in 2015 and 2016, but the declining speed 
decelerated. From the perspective of trade links, the 
E11’s trade links with developed economies showed a 
stronger growth momentum in 2015, but its internal 
trade links continuously weakened, and economic 
and trade cooperation among the E11 economies 
themselves are yet to be strengthened. 

5.1  Sluggish Trade Growth 
WTO data indicate that world trade grew by 2.8% 
year-on-year in 2015, below 3% for four consecutive 
years and also lower than the world average 
economic growth. WTO has forecasted that the 
actual growth rate of global trade in goods and 
services in 2016 will stand at only 1.7%. Interactive 
influences between a lingering slump of international 
trade and the prevalence of trade protectionism and 
the sluggish progress of talks on multilateral and 
regional trade agreements resulted in increasing 
worsening of the international trade environment. At 
the same time, under the influences of such factors as 
continual external demand slump and exchange rate 
depreciations, the E11’s foreign trade is still expected 
to register a teetering growth rate. 

5.1.1  Weakening Momentum of Trade 
Contraction

In 2015, the E11’s foreign trade growth generally 

witnessed a considerable slide due to an obviously 
insufficient growth impetus. According to the IMF 
data, the E11’s total volume of goods trade accounted 
for USD8.542,219 trillion (See Table 5.1), a decrease 
of USD1.337,481 trillion from 2014. Of the total 
volume, the export accounted for USD4.629,450 
trillion, a decrease of USD549.749 billion from 2014, 
and the import was USD3.912,769 trillion, a decrease 
of USD787.732 billion. In 2015, China’s goods trade 
totaled USD3.882,300 trillion, ranking top in the 
world. In the first half of 2016, the E11’s goods trade 
amounted to USD3.863,691 trillion, decreasing by 
USD345.691 billion from the same period of 2015. 
Of the total volume, the export accounted for 
USD2.049,995 trillion, a decrease of USD220.182 billion 
year-on-year, and the import registered USD1.813,696 
trillion, a decrease of USD125.508 billion. UNCTAD data 
indicate that the E11’s service trade in 2015 totaled 
USD1.835,562 trillion, a decrease of USD92.117 billion 
from 2014. Of the total volume, the export stood at 
USD761.481 billion, a decrease of USD33.572 billion 
while the import accounted for USD1.074,081 trillion, 
decreasing by USD58.545 billion. China’s service 
trade volume totaled USD755.436 billion in 2015, 
which maintained China’s second largest service 
trading status. In the first half of 2016, the E11’s 
total volume in terms of service trade amounted to 
USD889.888 billion, decreasing by USD6.673 billion 
from the same period of 2015. Of the total volume, 
the export accounted for USD 360.081 billion, a 
decrease of USD 14.155 billion from 2015, while the 
export stood at USD 529.807 billion, an increase of 
USD7.481 billion. 

Chapter 5
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Table 5.1  Changes of the E11’s foreign trade volumes in 2013-H1, 2016 (USD million)

Trade of goods Trade of services 

2013 2014 2015 H1, 2016 2013 2014 2015 H1, 2016 

Exports

Argentina 74,297 67,424 56,788 24,637 14,561 13737 13,943 6,314

Brazil 241,690 225,100 191,134 88,230 38,112 39965 337,78 16,189

China, People’s 
Republic of

2,210,661 2,343,221 2,280,540 990,902 207,006 280,477 286,540 134,485

India 315,127 317,733 266,169 129,593 149,164 157,196 156,278 78,943

Indonesia 182,551 176,292 150,393 72,959 22,944 23,531 22,228 11,161

Korea, Republic of 559,625 572,651 526,744 234,743 103,739 112,106 97,877 46,353

Mexico 380,015 397,129 380,623 178,831 20,194 21,086 22,886 12,166

Russia 527,266 497,615 343,427 129,650 70,123 65,745 51,742 23,279

Saudi Arabia 348,658 333,261 208,301 90,887 11,845 12,516 14,474 8,072

South Africa 95,956 91,164 81,488 37,923 16,815 16,837 15,054 6,850

Turkey 151,802 157,610 143,844 71,640 48,198 51,856 46,681 16,270

E11 5,087,651 5,179,199 4,629,450 2,049,995 702,701 795,053 761,481 360,081

Imports

Argentina 74,003 65,249 59,757 28,531 18,282 16,801 17,841 92,55

Brazil 263,570 251,966 188,602 75,134 84,383 88,072 70,696 31,006

China, People’s 
Republic of

1,949,300 1,963,105 1,601,761 756,454 330,608 452,832 468,896 247,933

India 467,950 460,512 392,237 182,549 126,952 128,362 123,567 65,200

Indonesia 186,628 178,179 142,695 69,799 35,015 33,541 30,529 14,308

Korea, Republic of 515,585 525,514 436,499 202,481 110,238 115,784 113,585 54,659

Mexico 419,331 439,975 434,756 204,542 311,77 33,537 32,056 14,980

Russia 314,967 285,844 182,404 79,289 128,382 121,022 88,617 34,165

Saudi Arabia 163,120 178,605 173,337 76,025 76,652 100,545 90,200 39,937

South Africa 113,265 109,374 93,487 39,243 180,54 17,042 15,531 6,967

Turkey 251,661 242,177 207,236 99,650 245,18 25,088 22,563 11,395

E11 4,719,381 4 700 500 3,912,769 1,813,696 984,260 1,132,626 1,074,081 529,807

Imports & Exports 

Argentina 148,300 132,673 116,545 53,169 32,843 30,538 31,785 15,569

Brazil 505,260 477,066 379,736 163,364 122,495 128,038 104,474 47,195

China, People’s 
Republic of

4,159,962 4,306,326 3,882,300 1,747,356 537,613 733,309 755,436 382,417

India 783,077 778,246 658,406 312,142 276,116 285,558 279,845 144,144
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Trade of goods Trade of services 

2013 2014 2015 H1, 2016 2013 2014 2015 H1, 2016 

Indonesia 369,180 354,471 293,087 142,758 57,959 57,072 52,758 25,469

Korea, Republic of 1,075,210 1,098,165 963,243 437,224 213,978 227,890 211,462 101,012

Mexico 799,346 837,104 815,379 383,373 51,371 54,623 54,942 27,146

Russia 842,233 783,458 525,830 208,939 198,504 186,767 140,359 57,444

Saudi Arabia 511,779 511,866 381,638 166,912 88,496 113,061 104,674 48,009

South Africa 209,221 200,538 174,975 77,166 34,870 33,879 30,585 13,817

Turkey 403,464 399,787 351,080 171,290 72,716 76,944 69,244 27,665

E11 9,807,033 9,879,699 8,542,219 3,863,691 1,686,960 1,927,679 1,835,562 889,888

Sources:	IMF,	DOT	database,	Dec.	2016;	UNCTADSTAT,	Dec.	2016.

continued

From the perspective of trade growth speed, 
the E11’s foreign trade growth was generally 
on a declining trajectory in 2015 and 2016 but 
deceleration slowed. In terms of trade of goods, 
the E11 suffered a negative 13.5% nominal growth 
in 2015, 1.6 percentage points lower than that of 
the world average during the same period, and the 
export and import respectively declined by 10.6% 
and 16.8%. In the first half of 2016, the E11’s total 
volume of goods trade declined by 8.2% year-on-
year, a decrease of 5.3 percentage points from the 
2015 decline and 3.1 percentage points lower than 
the world’s average goods trade growth during the 
same period. Of the volume, the export and import 
declined by 9.7% and 6.5% respectively from 2015. 
From the perspective of service trade, the E11 saw 
a negative 4.8% growth in nominal terms in 2015, a 
decline of 19.1 percentage points from 2014. Of the 
volume, the export declined by 4.2% from 2014 and 
export declined by 5.2%. In the first half of 2016, 
the E11’s total service trade witnessed a decline 
of 0.7% year-on-year, a performance that was 
obviously better than that of the same period of 
2015. Of the total volume, the export saw a decline 
of 3.9% year-on-year while the import registered a 
rise of 1.4%.

From the perspective of individual economies, 
the E11 economies all saw a negative growth to 
some extent in terms of their goods trade in the 
first half of 2016, but compared with the same 
period of 2015, such kind of negative growth did 
narrow in several economies. Of the E11 economies, 
Russia witnessed a comparatively big decline in 

goods trade, which dropped by 22.2%, due to the 
influences of such factors as economic sanctions 
from the US and European countries, slumped 
prices of bulk commodities and its considerable 
exchange rate depreciations. Immediately following 
Russia were Brazil, Saudi Arabia, South Africa and 
Korea, which saw a decline of 16.5%, 14.9%, 13.8% 
and 10.9% respectively during the same period. 
Mexico was an E11 economy that saw the slightest 
decline, but also tumbled by 4.2% during this 
period. In terms of service trade, the E11 economies 
saw differentiated growth speeds in the first half of 
2016. According to UNCTAD data, nine economies 
of the E11 witnessed a decline in their service 
trade in the first half of 2016, of which Russia saw 
a decline of 17.4%, the largest decline among the 
E11 economies. Brazil, South Africa and Turkey also 
saw an obvious decline in service trade, which 
declined by 15.9%, 14.4% and 13.0% respectively. 
In comparison, China and India scored a better 
performance in this regard, which saw a rise of 6.1% 
and 1.4% respectively. 

5.1.2  Opposite Trends in the Proportions of 
Goods and Service Trade

Since 2015, the E11’s trade of goods and services 
has shown a different trend in terms of their 
proportions of world’s total trade. In terms of goods 
trade, the E11 continues a declining momentum it 
has witnessed since 2014 in its share in global trade 
volume. IMF data indicate that the E11’s foreign 
trade accounted for 26.1% of the global total trade 
in 2015, a decline of 0.5 percentage points from 
2014, of which its import accounted for 23.6% of 
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world’s total, a decline of 1.4 percentage points, 
while its export accounted for 28.6%, a rise of 0.5 
percentage points. In the first half of 2016, the 
proportion of the E11’s goods trade further declined 
by 1.2 percentage points to 24.9%, of which the 
export and import respectively declined by 1.7 
percentage points and 0.6 percentage points from 
the 2015 proportions (See Figure 5.1). Seen from 
individual economies, China saw the largest decline 

in its share in global total trade in 2015, dropped 
by 0.6 percentage points from 2014 to 11.3%. 
Immediately following China was Russia, whose 
trade proportion fell by 0.3 percentage points year-
on-year to 1.3%, while Argentina, Brazil, Korea and 
Saudi Arabia all saw a decline of 0.1 percentage 
points in their shares of world trade during the 
same period. Other E11 economies saw basically 
unchanged trade shares when compared with 2014. 

Figure 5.1  The E11’s shares in global goods trade in 2012-H1, 2016
Source:	IMF,	DOT	database,	Dec.	2016.	

Thanks to an ever-rising level of openness in 
the service sector, the E11’s status in the global trade 
has been continuously rising in terms of service 
trade. According to UNCATD data, E11’s service 
trade accounted for 19.6% of global total in 2015, 
an increase of 0.2 percentage points from 2014, 
of which its export share rose by 0.3 percentage 
points and its import share rose by 0.2 percentage 
points. In the first half of 2016, E11’s share of service 
trade rose by 0.1 percentage points from 2015 to 
19.7%, of which the export share declined by 0.3 
percentage points but the import share increased 
by 0.6 percentage points (See Figure 5.2). Seen from 
individual economies, China’s service trade has 
achieved a comparatively prominent performance. 
With the fast growth of its service sector and the 
gradual perfection of its related policy system in 
recent years as well as an increasingly optimized 
environment for service trade, China’s status in 

the world’s service trade has been rapidly rising. In 
2015, China’s service trade held 8% of world’s total, 
an increase of 0.6 percentage points from 2014, of 
which its service export and import accounted for 
6.0% and 10.2% of world’s total respectively, ranking 
the third and second. In the first half of 2016, 
China’s share in global total service trade continued 
increasing to 8.5%, of which its service export and 
import accounted for 5.8% and 11.2% of world’s 
total respectively, ranking the world’s third and first 
place respectively. The shares of India and Mexico in 
world’s total service trade also saw a slight rise, both 
increasing by 0.1 percentage points in 2015 from 
2014. Russia, Brazil and Turkey, however, witnessed 
a decline to some degree in the shares of world’s 
service trade during the same period, declining 
by 0.4 percentage points, 0.2 percentage points 
and 0.1 percentage points to 1.5%, 1.1% and 0.7% 
respectively. 
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5.1.3  Easing of Trade Imbalance

Due to a bigger import decline than export decline, 
the E11’s trade surplus further expanded in 2015, 
but such kind of trade imbalance tended to ease 
in 2016. The E11’s foreign trade surplus amounted 
to USD404.081 billion in 2015, an increase of 
USD262.956 billion, or up by186.3% year-on-year. 
Of the volume, its goods trade realized a surplus 
of USD716.681 billion, an increase of USD237.982 
billion, or up by 49.7%, while its service trade 
suffered a deficit of USD312.6 billion, a decrease 
of USD24.974 billion, or down by 7.4%. Due to the 

considerable decline of its goods trade surplus 
and the expansion of its service trade deficit, the 
E11’s foreign trade surplus considerably narrowed 
in 2016. In the first half of 2016, the E11’s foreign 
trade surplus reached USD66.574 billion, a decrease 
of 63.6% from the same period of 2015. Of the 
total volume, its goods trade realized a surplus 
of USD236.299 billion, an increase of 28.6% from 
2015, while its service trade suffered a deficit of 
USD169.725 billion, an increase of 14.6% year-on-
year (See Table 5.2).

 

Figure 5.2  The E11’s shares in global service trade in 2012-H1, 2016 
Source: UNCTAD	database,	Dec.	2016.

Table 5.2  The E11’s foreign trade surplus in 2013-H1, 2016 (USD million)

Trade of goods Trade of services

2013 2014 2015 H1, 2016 2013 2014 2015 H1, 2016 

Argentina 295 2,175 -2,969 -3,894 -3,720.27 -3,063.81 -3,898.33 -2,941.54

Brazil -21,880 -26,866 2,532 13,096 -46,270.3 -48,106.8 -36,918.7 -14,817

China, 
People’s 
Republic of

261,361 380,116 678,779 234,447 -123,602 -172,355 -182,356 -113,448

India -152,823 -142,779 -126,068 -52,955 22,211.88 28,834.13 32,711.39 13,742.83

Indonesia -4,077 -1,887 7,698 3,160 -12,070.5 -10,009.7 -8,300.57 -3,147.63

Korea, 
Republic of

44,040 47,137 90,245 32,262 -6,499.2 -3,678.5 -15,708.1 -8,305.1

Mexico -39,316 -42,846 -54,133 -25,711 -10,983.4 -12,451.4 -9,169.55 -2,813.97
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IMF data indicate that the E11’s current 
account surplus stood at USD258.815 billion in 
2015, accounting for 1.2% of GDP, an increase 
of  0 .2  percentage points  year- on-year.  The 
proportion is expected to decline to 1.0% in 
2016. G7’s current account deficit accounted for 
0.6% of GDP in 2015, a decline of 0.1 percentage 
points from 2014, and the proportion is expected 

to further decline to 0.5% in 2016 (See Figure 
5.3). The easing of the E11’s external economic 
imbalance to some extent reflected that its 
domestic economic structural adjustments have 
achieved initial effects, but such kind of economic 
structural reforms and adjustments still need to 
be continuously and forcibly advanced in the E11 
economies. 

continued

Trade of goods Trade of services

2013 2014 2015 H1, 2016 2013 2014 2015 H1, 2016 

Russia 212,299 211,771 161,023 50,361 -58,259.2 -55,277.6 -36,874.5 -10,886.3

Saudi Arabia 185,538 154,656 34,964 14,862 -64,807.1 -88,028.6 -75,726.1 -31,865.2

South Africa -17,309 -18,210 -11,999 -1,320 -1,239.19 -204.65 -477.44 -117.877

Turkey -99,859 -84,567 -63,392 -28,011 23,680 26,768 24,118 4,875

E11 368,270 478,699 716,681 236,299 -281,559 -337,574 -312,600 -169,725

Sources:	IMF,	DOT	database,	Dec.	2016;	UNCTADSTAT,	Dec.	2016.

 

Figure 5.3  Proportions of current account balances to GDP 
of the E11 and the G7 in 2000-2016 (%)

Note:	The	2016	data	are	estimates.
Sources:	IMF,	WEO,	Oct.	2015.

S een f rom ind iv idua l  economies ,  IMF 
estimated that all E11 economies except Korea, 

Russia and China could have a current account 
deficit in 2016. Of the E11, Korea is estimated to 
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have the highest proportion of current account 
surplus to GDP, or 7.2%, which is a record high since 
1999, while Saudi Arabia is estimated to suffer the 
highest proportion of current account deficit to GDP, 
or 6.6%, a decrease of 1.6 percentage points from 
2015. According to IMF estimates, the proportion 
of China’s current account surplus to GDP could 
be 2.4% in 2016, a decline of 0.6 percentage points 
from 2015, reversing the expanding proportion of 
its current account deficit to GDP in 2015. Among 
developed G20 economies, Germany saw the 
highest proportion of current account surplus to 
GDP in 2015, or 8.6%, a rise of 0.2 percentage points 
from 2014, while the US saw a 2.5% proportion of 
current account deficit to GDP in 2015, a decline 
of 0.1 percentage points. All this indicates that 
the issue of economic imbalance in major global 
economies has eased to some extent, but external 
economic imbalance still remains outstanding in 
some economies. 

5.2  Active Push for Trade 
Liberalization 
Nearly nine years have gone since the 2008 global 
financial crisis, but global trade protectionist 
measures have kept increasing, not decreasing, 
and even hit a record high in 2016. Against this 

backdrop, international trade recovery is difficult 
to make headway and the foreign trade of 
emerging economies has suffered more from trade 
protectionism. 

5.2.1  A Obviously Strengthened Trade 
Protectionist Inclination in Developed 
Economies 

The Global Trade Alert issued by the British Center 
for Economic Policy Research (CEPR) indicates 
that from November 2009 to October 2016, a 
total of 2,956 trade protectionist measures were 
implemented by the E11 economies, with 268.7 
ones implemented by each of them on average. 
During the same period, as many as 2,604 trade 
protectionist measures were implemented by 
developed G20 economies,  with 325.5 ones 
implemented by each of them on average, 56.6 
ones more than those implemented by the E11 
economies on average. In 2016, the E11 economies 
newly adopted 161 trade protectionist measures, 
with 14.6 ones in each of them on average. Some 
240 new trade protectionist measures were adopted 
by developed G20 economies the same year, with 
30 ones in each of them on average, 15.4 ones more 
than the E11’s average figure (See Table5.3). All these 
indicate that an obvious protectionist tendency is 
rising in developed economies. 

Table 5.3  Trade protectionist measures implemented by the G20 in 2009-2016

2009 2010 2011 2012 2013 2014 2015 2016

Argentina 47 98 198 251 309 349 390 397

Brazil 27 62 102 143 190 244 286 299

China, People’s 
Republic of

49 80 129 162 178 210 230 241

India 90 168 220 297 384 460 529 562

Indonesia 31 56 76 116 144 181 226 241

Korea, Republic of 13 28 37 47 63 80 92 95

Mexico 12 22 33 49 58 75 93 101

Russia 72 135 177 236 334 420 511 559

Saudi Arabia 29 50 77 117 147 165 171 177

South Africa 13 24 39 58 75 92 109 115

Turkey 27 53 73 95 118 133 158 169

E11 in total 410 776 1,161 1,571 2,000 2,409 2,795 2,956
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Figure 5.4  Rankings of the G20 in terms of number 
of trade protectionist measures in 2016

Note:	Rankings	are	based	on	data	till	October	2016.
Source: Simon	J.	Evenett	and	Johannes	Fritz	(2016).	

continued

2009 2010 2011 2012 2013 2014 2015 2016

Australia 13 21 41 61 81 85 107 124

Canada 22 33 45 56 74 85 113 124

France 42 72 106 136 166 195 222 251

Germany 54 91 126 156 185 228 253 288

Italy 35 64 95 129 158 195 229 257

Japan 20 55 77 119 142 156 193 208

UK 43 77 115 143 173 205 241 286

US 120 234 390 592 741 899 1,006 1,066

Developed countries in 
total

349 647 995 1,392 1,720 2,048 2,364 2,604

Note:	Till	Dec.	2016.
Source:	Simon	J.	Evenett	and	Johannes	Fritz	(2016).

Seen from individual economies, the US is a main 
promoter of global trade protectionist measures. CEPR’s 
Global Trade Alert shows that the US implemented 
as many as 1,066 trade protectionist measures 
from November 2008 to October 2016, ranking 
top among all economies. Following the US is 
India and Russia, which respectively implemented 
562 and 559 trade protectionist measures during 
the same period, ranking the second and third 
(See Figure 5.4). In 2016, the US is the economy 

that implemented most trade protectionist 
measures, which totaled 60, and immediately 
behind it is Russia and the UK, which respectively 
implemented 48 and 45 new trade protectionist 
measures. In 2016, Korea implemented 3 trade 
protectionist measures, the fewest among G20 
economies. Saudi Arabia, South Africa, Argentina 
and Mexico also implemented only 6, 6, 7 and 
8 trade protectionist measures respectively the 
same year. 
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Table 5.4  Trade liberalization measures of the G20 in 2009-2016

2009 2010 2011 2012 2013 2014 2015 2016

Argentina 7 15 23 30 34 42 57 61

Brazil 16 57 91 139 193 227 272 297

China, People’s 
Republic of

23 36 54 73 87 103 119 125

India 31 56 106 147 189 217 237 249

Indonesia 3 15 37 46 57 63 87 103

Korea, Republic of 7 18 33 41 49 54 56 56

Mexico 4 7 9 16 20 23 24 26

Russia 20 37 67 82 113 148 188 204

Saudi Arabia 1 1 1 3 3 4 5 5

South Africa 28 40 55 63 76 84 92 96

Turkey 2 9 14 28 31 40 57 58

E11 in total 142 291 490 668 852 1,005 1,194 1,280

Australia 3 6 7 10 11 16 19 19

Canada 2 8 10 18 22 25 33 35

France 6 12 18 36 43 60 69 71

Germany 6 12 19 38 46 62 71 73

As the largest emerging economy, China 
has been one of the main victims of global trade 
protectionism. Of WTO members, China has so far 
been a country most affected by anti-dumping 
cases. According to a WTO report, anti-dumping 
investigations targeting China accounted for 28% of 
such investigations worldwide from July 2013 to June 
2016. Statistics from China’s Ministry of Commerce 
shows that China encountered a total of 119 trade 
remedy investigative cases from 27 countries and 
regions in 2016, involving a sum of USD14.34 billion 
in total, with the number of the cases and the sum 
of money rising by 36.8% and 76% respectively. Of 
the 27 countries and regions, 21 ones launched 49 
investigative cases against China’s steel products, 
involving USD7.895 billion, with involved cases and 
money rising by 32.4% and 63.1% respectively. 

5.2.2  Active Push for Trade Liberalization

Emerging economies represented by the E11 

have worked out numerous trade protectionist 
measures, but these emerging economies have 
played an important propulsive role in promoting 
trade liberalization. The CEPR Global Trade Alert 
indicates that from November 2008 to October 
2016, the E11 economies adopted 1,280 measures 
for trade l iberal izat ion,  with 86 ones newly 
adopted in 2016, and developed G20 economies 
worked out 454 such measures, with 32 ones newly 
taken in 2016. This indicates that in promoting 
trade liberalization, emerging economies have 
been more active than developed ones. Seen from 
individual economies of E11, Brazil, India, Russia 
and China took more trade liberalization measures 
than other members in 2016, which respectively 
adopted 297, 249, 204 and 125 ones. Of developed 
G20 economies, the US, the UK, Germany, France 
took 103,  74,  73 and 71 trade l iberal ization 
measures respectively, more than other developed 
G20 economies (See Table 5.4). 
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2009 2010 2011 2012 2013 2014 2015 2016

Italy 5 11 17 34 40 56 66 68

Japan 4 4 4 7 9 10 11 11

UK 6 12 20 38 44 61 72 74

US 1 5 9 13 28 50 81 103

Developed countries in 
total

33 70 104 194 243 340 422 454

Note:	Till	Dec.	2016.
Source:	Simon	J.	Evenett	and	Johannes	Fritz	(2016).

continued

The G20 Hangzhou Summit ratified the G20 
Strategy for Global Trade Growth in September 2016, 
injecting a new driving force into the growth of 
international trade. The G20 Strategy for Global Trade 
Growth covers core issues related to global trade in 
seven major areas, including how to lower trade 
costs, strengthen trade and investment policy 
coordination, facilitate service trade, strengthen 
trade financing, formulate trade prosperity index, 
promote the development of e-commerce and 
push forward trade and development, and aims to 
promote the recovery and development of global 
trade through adopting targeted action programs. 
In addition, the G20 has also actively ratified the 
Trade Facilitation Agreement (TFA) and pushed 
forward talks on remaining topics in the Doha 
Round. Mozambique submitted its TFA ratification 
to the WTO on January 6, 2017, making itself the 
105th WTO member to ratify TFA. Five more WTO 
members are still needed till now to ratify TFA so 
that the document can be ratified by two-thirds of 
WTO members to become effective. TFA is aimed 
at reducing trade barriers and eradicating border 
trade costs. Researches from WTO economists 
testify that the full implementation of TFA can help 
lower trade costs for WTO members by 14.3% on 
average. 

5.3  Rugged Progress of Trade 
Cooperation
In terms of trade links, the E11 has a strong 
dependence on developed economies and the 
latter’s status in the former’s foreign trade has been 
continually rising, while trade links with the E11 

has continually weakened. But generally speaking, 
the E11 has made slow progresses in promoting 
economic and trade cooperation with other parts of 
the world. 

5.3.1  Continual Rise of the Trade Share of 
Developed Economies in the E11

Compared with other emerging-market and 
developing economies, the E11 enjoys closer 
trade links with developed economies. According 
to IMF data, the E11’s goods trade volume with 
emerging-market and developing economies 
amounted to USD3.455,663 tr i l l ion in 2015, 
USD1.438,452 trillion less than its goods trade 
volume with developed economies, which totaled 
USD4.894,115 trillion. In the first half of 2016, 
the E11’s goods trade volume with emerging-
market and developing economies reached 
USD1.530,095 trillion, USD724.351 billion less 
than its goods trade with developed economies, 
which totaled USD2.254,446 trillion. Seen from 
individual economies of E11, China, Mexico, Russia, 
Saudi Arabia, Indonesia and Turkey had more 
goods trade with developed economies than 
they had with emerging-market and developing 
economies in 2015, with the trade gap between 
them respectively being USD1.176,832 trillion, 
USD495.117billion, USD54.988 billion, USD18.171 
billion, USD13.903 billion and USD10.192 billion 
respectively. In the first half of 2016, the six E11 
economies but Saudi Arabia still witnessed more 
goods trade with developed economies than that 
they had with emerging-market and developing 
economies (See Table 5.5). 
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Table 5.5  Goods trade of the E11 with other economies in 2012-H1, 2016 (USD million)
2012 2013 2014 2015 H1, 2016

With emerging-market and developing economies

Argentina 97,484 100,289 87,524 76,741 33,056

Brazil 259,110 273,284 259,492 207,321 88,019

China, People’s 
Republic of

1,313,274 1,396,001 1,481,616 1,276,502 553,349

India 471,998 471,654 483,053 382,829 177,111

Indonesia 170,001 173,032 165,615 139,527 65,108

Korea, Republic of 616,078 632,405 640,402 542,749 239,177

Mexico 146,571 155,491 161,161 159,892 75,675

Russia 360,386 349,561 327,130 235,277 97,263

Saudi Arabia 220,384 226,880 223,949 180,685 85,971

South Africa 109,753 110,292 107,490 90,182 37,779

Turkey 194,759 195,739 191,643 163,958 77,586

E11 3,959,797 4,084,628 4,129,074 3,455,663 1,530,095

With developed economies 

Argentina 46,935 45,325 42,595 38,013 19,355

Brazil 222,445 226,305 212,385 168,653 74,044

China, People’s 
Republic of

2,382,176 2,575,813 2,649,321 2,453,334 1,132,081

India 309,109 297,593 285,117 264,473 129,859

Indonesia 211,484 195,938 188,671 153,430 77,579

Korea, Republic of 451,171 442,580 457,532 420,053 197,813

Mexico 631,329 643,362 675,439 655,009 307,482

Russia 480,473 492,322 456,007 290,265 111,527

Saudi Arabia 295,318 282,736 285,839 198,856 79,920

South Africa 93,418 91,062 87,035 77,879 36,171

Turkey 178,293 190,585 190,924 174,150 88,615

E11 5,302,152 5,483,620 5,530,865 4,894,115 2,254,446

Source: IMF,	DOT	database,	Dec.	2016.

From the perspective of relative proportion, 
the E11’s trade links with developed economies 
have taken on a rising momentum since 2015. 
The share of developed economies in the E11’s 
foreign trade reached 58.6% in 2015, an increase 
of 1.3 percentage points year-on-year, while 
the share of emerging-market and developing 
economies in the E11’s foreign trade declined 
from 42.7% in 2014 to 41.4%. In the first half of 

2016, the share of developed economies further 
rose to 59.6% while the share of emerging-market 
and developing economies correspondingly 
declined to 40.4% (See Figure 5.5). All this testifies 
that developed economies are still the main trade 
partners of emerging economies while emerging 
economies themselves still face comparatively 
big challenges in mutually strengthening trade 
cooperation. 
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Figure 5.5  Proportions of emerging-market and developing economies and 
developed economies in the E11’s foreign trade in 2012-H1, 2016

Source:	IMF,	DOT	database,	2016-12.

5.3.2  Non-reversed Weak Momentum of 
Internal Trade Links

Due to their continuous slowdown of economic 
growth and decl ining import demands,  the 
volume of trade within the E11 has undergone 
a continual decline. IMF data indicate that the 
goods trade within the E11 was registered 
USD1.993,489 trillion in 2015, a decrease of 15.4% 
year-on-year, which was a 1.9-percentage-point 
decline deeper than E11’s total foreign goods 
trade in the same year, which declined by 13.5%. 
Of the volume, E11’s  internal  goods expor t 

accounted for USD911.5 billion in 2015, a decline 
of 15.3% from 2014, which was a 4.7 percentage-
point decline deeper than E11’s total foreign 
goods export in the same year, which declined 
by 10.6%. The E11’s internal trade generally 
continued its declining momentum in 2016. In 
the first half of 2016, E11’s internal goods trade 
volume totaled USD885.751 billion, a decline of 
10.4% from 2015, while E11’s foreign goods trade 
declined by 8.2% in the same year, 2.2 percentage 
points higher than its internal goods trade growth 
(See Table 5.6).

Table 5.6  Goods trade within the E11 in 2012-H1, 2016 (USD million)
2012 2013 2014 2015 H1, 2016

Export

Argentina 29,117 28,791 25,129 21,666 8,530

Brazil 84,422 88,327 78,340 68,820 33,993

China, People’s Republic of 331,951 353,401 377,876 355,185 168,072

India 52,737 55,078 59,007 39,516 17,352

Indonesia 57,359 55,063 49,097 41,514 19,942

Korea, Republic of 207,450 217,636 216,510 196,139 84,017

Mexico 19,513 20,870 18,711 16,221 6,533

Russia 90,393 88,500 93,174 71,529 28,010

Saudi Arabia 134,990 135,426 126,429 74,428 34,125
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2012 2013 2014 2015 H1, 2016

South Africa 19,230 19,315 16,672 14,170 6,279

Turkey 16,661 17,147 14,929 12,312 4,785

E11 1,043,823 1,079,555 1,075,874 911,500 411,638

Import

Argentina 33,998 37,589 30,172 29,993 12,960

Brazil 88,478 93,222 89,823 67,985 24,764

China, People’s Republic of 432,267 447,313 438,375 349,288 146,474

India 138,802 136,596 142,219 130,785 58,797

Indonesia 58,631 60,884 60,265 49,397 22,994

Korea, Republic of 167,349 163,074 170,943 144,638 67,248

Mexico 90,452 95,302 102,645 107,826 50,736

Russia 80,754 82,281 78,251 52,370 22,315

Saudi Arabia 51,740 54,855 57,488 53,236 24,834

South Africa 37,803 39,862 36,368 30,963 12,422

Turkey 67,686 70,494 73,229 65,508 30,569

E11 1,247,959 1,281,472 1,279,778 1,081,989 474,113

Import & Export

Argentina 63,115 66,380 55,301 51,659 21,490

Brazil 172,900 181,548 168,163 136,805 58,757

China, People’s Republic of 764,218 800,714 816,251 704,473 314,546

India 191,538 191,675 201,226 170,301 76,149

Indonesia 115,990 115,947 109,362 90,911 42,936

Korea, Republic of 374,799 380,710 387,453 340,777 151,265

Mexico 109,965 116,172 121,356 124,047 57,269

Russia 171,147 170,781 171,425 123,899 50,325

Saudi Arabia 186,730 190,281 183,917 127,664 58,959

South Africa 57,033 59,177 53,040 45,133 18,701

Turkey 84,347 87,641 88,158 77,820 35,354

E11 2,291,782 2,361,027 2,355,652 1,993,489 885,751

Source:	IMF,	DOT	database,	Dec.	2016.

continued
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Table 5.7  Matrix of goods trade of the E11 in H1, 2016 (USD million)

Argentina Brazil 

China, 
People’s 
Republic 

of 

India Indonesia 
Korea, 

Republic 
of 

Mexico Russia Saudi 
Arabia

South 
Africa Turkey E11

Export

Argentina 4,329 1,199 899 446 252 393 325 210 342 135 8,530

Brazil 6,158 18,817 944 1,007 1,439 1,999 1,028 1,315 438 848 33,993

China, 
People’s 
Republic of

3,536 9,729 25,269 14,664 49,675 24,037 11,039 5,985 14,095 10,041 168,072

India 248 1,056 4,108 1,529 1,544 1,600 2,672 1,482 932 2,180 17,352

Indonesia 102 512 7,028 5,208 4,002 585 994 308 535 668 19,942

Korea, 
Republic of

511 1,998 57,303 5,535 3,377 5,476 4,204 522 2,039 3,052 84,017

Mexico 709 1,319 2,304 602 33 1,055 89 51 253 118 6,533

Russia 65 719 13,036 2,265 181 4,537 483 160 97 6,467 28,010

Saudi Arabia 87 800 13,241 9,658 1,594 6,502 56 60 1,279 848 34,125

South Africa 64 163 3,017 1,510 111 568 82 176 210 379 6,279

Turkey 71 157 988 316 132 285 183 1,721 196 737 4,785

E11 11,550 20,780 121,041 52,207 23,074 69,859 34,895 22,309 10,438 20,748 24,737 411,638

Import 

Argentina 6,618 4,300 273 129 545 780 71 96 72 78 12,960

Brazil 4,794 12,400 806 642 2,209 1,739 911 880 198 186 24,764

China, 
People’s 
Republic of

1,323 19,908 5,075 8,613 71,528 3,414 14,565 5,964 14,788 1,296 146,474

India 991 1,183 27,552 6,182 5,948 842 10,624 2,628 2,457 390 58,797

Indonesia 524 1,116 13,800 1,681 3,587 52 1,753 110 226 144 22,994

Korea, 
Republic of

288 1,826 45,098 1,837 4,634 1,425 7,152 687 3,951 350 67,248

Mexico 432 2,506 36,487 2,354 729 7,009 729 62 82 346 50,736

Russia 358 1,148 15,256 1,156 857 2,031 315 66 229 899 22,315

Seen from individual economies, due to 
comparatively large economic scale differences 
and relatively far apart geographically, imbalance 
in trade links remains one of the main features 
of the E11’s internal economic cooperation. Of 
the E11 economies, China reported the largest 
goods trade with other E11 members in 2015, 
which stood at USD704.473 billion, while South 
Africa saw the smallest goods trade with other 
E11 members, which stood at USD45.133 billion. 
In the first half of 2016, the goods trade volume 
of China and South Africa with E11 economies 
respectively registered USD314.546 billion and 

USD18.701 billion. Among the E11 economies, 
Brazil, India, Indonesia, Korea, Mexico, Russia, Saudi 
Arabia, South Africa and Turkey registered the 
largest trade volume with China, which stood at 
USD29.638 billion, USD30.345 billion, USD23.277 
billion, USD121.203 billion, USD27.451 billion, 
USD25.604 billion, USD11.949 billion, USD28.883 
billion and USD11.337 billion respectively. Of 
the E11, Argentina registered the largest trade 
volume with Brazil, which stood at USD10.952 
billion. Among the E11 economies, China had the 
largest trade volume with Korea, which reached 
USD102.402 billion (See Table 5.7). 
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Argentina Brazil 

China, 
People’s 
Republic 

of 

India Indonesia 
Korea, 

Republic 
of 

Mexico Russia Saudi 
Arabia

South 
Africa Turkey E11

Saudi 
Arabia

230 1,447 12,143 2,939 1,093 4,624 56 176 231 1,894 24,834

South Africa 363 589 6,784 1,696 351 607 253 140 1,407 235 12,422

Turkey 148 984 12,728 2,999 776 3,399 366 933 472 7,765 30,569

E11 9,450 37,324 186,549 20,816 24,006 101,487 9,243 37,054 12,372 29,997 5,816 474,114

Import & Export

Argentina 10,946 5,500 1,172 575 797 1,173 396 305 414 213 21,491

Brazil 10,952 31,217 1,749 1,649 3,649 3,738 1,940 2,195 635 1,034 58,757

China, 
People’s 
Republic of

4,859 29,638 30,345 23,277 121,203 27,451 25,604 11,949 28,883 11,337 314,546

India 1,239 2,239 31,660 7,712 7,492 2,442 13,296 4,110 3,389 2,570 76,149

Indonesia 626 1,628 20,828 6,889 7,588 637 2,747 418 762 813 42,936

Korea, 
Republic of

799 3,824 102,402 7,372 8,011 6,901 11,356 1,209 5,990 3,402 151,265

Mexico 1,142 3,824 38,791 2,956 762 8,064 817 113 335 465 57,269

Russia 422 1,867 28,292 3,421 1,038 6,568 798 226 327 7,365 50,325

Saudi 
Arabia

318 2,247 25,384 12,597 2,687 11,126 113 236 1,509 2,742 58,959

South Africa 426 752 9,800 3,206 461 1,175 335 316 1,616 613 18,701

Turkey 219 1,141 13,716 3,315 908 3,684 548 2,654 668 8,502 35,355

E11 21,000 58,104 307,590 73,023 47,080 171,347 44,137 59,362 22,810 50,745 30,553 885,752

Source: IMF,	DOT	database,	Dec.	2016.

continued

From the perspective of trade share, the 
trade volume within the E11 has held a continuous 
declining share in its total foreign trade in recent 
years. According to IMF data, the trade volume 
within the E11accounted for 23.3% of its total 
foreign trade in 2015, a decline of 0.5 percentage 
points year-on-year. In terms of specific economies, 
E11’s status saw a decline to some degree in the 
foreign trade of Saudi Arabia, China and South 

Africa in 2015, with their goods trade with the E11 
economies declining by 2.4, 0.9 and 0.6 percentage 
points from 2014 respectively. The E11 saw the 
largest share rise in Argentina’s foreign trade in 2015, 
which increased by 2.6 percentage points. In the 
first half of 2016, the proportion of E11’s internal 
trade its total foreign trade further declined by 0.4 
percentage points from the 2015 level to 22.9% (See 
Table 5.8). 
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Table 5.8  Proportions of the E11’s internal trade to its total foreign trade in 2012-H1, 2016 (%)

2012 2013 2014 2015 H1, 2016

Argentina 42.9 44.8 41.7 44.3 40.4

Brazil 35.5 35.9 35.2 36.0 36.0

China, People’s Republic of 19.8 19.2 19.0 18.1 18.0

India 24.3 24.5 25.9 25.9 24.4

Indonesia 30.4 31.4 30.9 31.0 30.1

Korea, Republic of 35.1 35.4 35.3 35.4 34.6

Mexico 14.1 14.5 14.5 15.2 14.9

Russia 20.3 20.3 21.9 23.6 24.1

Saudi Arabia 36.1 37.2 35.9 33.5 35.3

South Africa 26.7 28.3 26.4 25.8 24.2

Turkey 21.7 21.7 22.1 22.2 20.6

E11 24.2 24.1 23.8 23.3 22.9

Note:	Data	in	the	above	table	are	calculated	based	on	trade	of	goods	statistics.
Source:	IMF,	DOT	database,	Dec.	2016.

5.3.3  Continuous Advancement of Free Trade 
Zones Building

In October 2015, the US, Japan, Australia and 
nine other economies successfully concluded 
talks on the Trans-Pacific Partnership and struck a 
deal. In February 2016, representatives of the 12 
economies formally signed the TPP Agreement in 
Auckland, New Zealand. US President Donald Trump 
announced in January 2017 immediately after he 
took office the US’ withdrawal from TPP, but latent 
pressures and challenges emanating from TPP talks 
to the foreign trade of emerging economies have 
been existing. It is against this backdrop that many 
emerging economies have sped up their FTA talks 
with other economies.

The W TO ’s  regiona l  t rade agreements 

database indicates that in 2015-2016, 13 bilateral 
or multilateral trade agreements that were signed 
and took effect were related to the E11 economies, 
which were respectively the ROK-Canada FTA, the 
Eurasian Economic Union Accord, the agreement 
on Armenia’s accession to Eurasian Economic Union, 
the Agreement on Seychelles’ accession to Southern 
African Development Community, the Mexico-
Panama FTA, the Agreement on Kyrgyzstan’s entry 
into Eurasian Economic Union, China-Australia FTA, 
China-ROK FTA, ROK-New Zealand FTA, ROK-Vietnam 
FTA, Pacific Alliance Agreement and ROK-Columbia 
FTA and Turkey-Moldova FTA (See Table 5.9). These 
trade agreements include such multiple forms as 
customs unions, FTAs and economic integration 
accords. 

Table 5.9  Trade agreements that were signed by the E11 and took effect in 2015-2016

No. Name of Agreements Coverage Type Data of Entry into 
Force

1 Korea, Republic of-Canada FTA           Goods & services FTA & EIA 1-Jan.-2015

2 Eurasian Economic Union Accord           Goods & service CU & EIA 1-Jan.-2015

3
Agreement on Armenia’s accession 
to Eurasian Economic Union

          Goods & services CU & EIA 2-Jan.-2015

4
Agreement on Seychelles’ accession 
to Southern African Development 
Community

Goods FTA 25-May-2015
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No. Name of Agreements Coverage Type Data of Entry into 
Force

5 Mexico-Panama FTA Goods & services FTA & EIA 1-Jul.-2015

6
Agreement on Kyrgyzstan’s entry 
into Eurasian Economic Union

Goods & services CU & EIA 12-Aug.-2015

7
China, People’s Republic of-Australia 
FTA

Goods & services FTA & EIA 20-Dec.-2015

8
China, People’s Republic of-Korea, 
Republic of FTA 

Goods & services FTA & EIA 20-Dec.-2015

9 Korea, Republic of-New Zealand FTA Goods & services FTA & EIA 20-Dec.-2015

10 Korea, Republic of-Vietnam FTA Goods & services FTA & EIA 20-Dec.-2015

11 Pacific Alliance Agreement Goods & services FTA & EIA 1-May-2016

12 Korea, Republic of-Columbia FTA Goods & services FTA & EIA 15-Jul.-2016

13 Turkey-Moldova FTA Goods FTA 1-Nov.-2016

Note:	Members	of	Eurasian	Economic	Union	include	Belarus,	Kazakhstan,	Russia,	Armenia,	Tajikistan	and	Kyrgyzstan;	members	of	the	
Southern	African	Development	Community	include	Angola,	Botswana,	Democratic	Republic	of	Congo,	Lesotho,	Madagascar,	Malawi,	
Mauritius,	Mozambique,	Namibia,	Seychelles,	South	Africa,	Swaziland,	Tanzania,	Zambia	and	Zimbabwe;	Pacific	Alliance	Agreement	
consists	of	Chile,	Colombia,	Mexico	and	the	Republic	of	Peru.	

Source:	WTORTA	database,	Jan.	2017.

continued
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In 2015, the global FDI inflow dramatically increased 
and marked the highest level since the international 
financial crisis in 2008. But different from the growth 
situation of global FDI, the FDI inflow and outflow of 
the E11 economies continued a declining trend of 
2014 on the whole in 2015. In 2016, due to the weak 
global economic growth and sluggish world trade 
growth, the global FDI inflow fell sharply, and FDI 
growth performance in emerging economies was 
even more worrying. 

6.1  International Direct 
Investment Growth 
Experiencing Ups and Downs
In 2015, thanks to the significant growth of global 
cross-border mergers and acquisitions (M&A), the 
global FDI realized a robust recovery, reversing 
the downward trend over the previous three 
years. However, in 2016, affected by such factors 
as economic downturn in developed economies, 
slumping demand in global market and geopolitics, 
the global FDI failed to maintain the growth 
momentum of 2015 and might experience a sharp 
slide. Compared with developed economies, 
emerging economies are confronted with a 
tougher situation in general. The international direct 
investment of the E11 even saw a counter-trend fall 
in 2015.

6.1.1  FDI Activities Being Unpredictable

The data from the United Nations Conference 
on Trade and Development (UNCTAD) indicated 
that the overall size of global FDI in 2015 reached 

USD1.76 trillion, an increase of 38.0% year-on-
year. But more than half of the investment flew 
to developed economies. Now that multinational 
enterprises in Europe and the US and other 
d e v e l o p e d  c o u n t r i e s  i m p l e m e n t  m a s s i v e 
corporate restructuring with the purpose of tax 
evasion, international cross-border M&A has 
become the key driver of global FDI growth, 
which contributes about 33 percentage points to 
global FDI growth.

In the aspect of FDI inflow, the FDI scale of 
developing and transition economies in 2015 
continued the rising momentum of 2014. Based 
on the UNCTAD data, the FDI inflow volume 
of developing and transition economies were 
USD799.7 billion in 2015, a new record high and 
a year-on-year growth of 5.9%, but the size was 
inferior to that of developed economies. The FDI 
inflow volume of developed economies over the 
same period were USD962.5 billion, markedly 
increasing by 84.4% from 2014. The inflow size 
marked the highest level since the financial crisis 
in 2008, but didn’t recover to the level before the 
outbreak of financial crisis (See Figure 6.1). 

When it comes to FDI outflow, the FDI size 
of developing and transition economies reached 
USD409.1 billion in 2015, a sharp decline of 21.0% 
from 2014. The FDI size of developed economies 
was USD1.0652 trillion in the same year, a 33.0% 
increase from 2014 and reversing a downward trend 
in previous three years (See Figure 6.2). Thus, it can 
be seen that the status of the emerging market and 
developing economies in the global FDI is faced 
with severe challenges.
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Figure 6.1  Global FDI inflows (flows) in 2010-2015
Source: UNCTAD (2016a).

 Figure 6.2  Global FDI outflows (flows) in 2010-2015
Source: UNCTAD (2016a).

Since the beginning of 2016, the driving force 
of global FDI growth has become unsustainable 
and the growing momentum has been reversed 
again. According to the UNCTAD estimation in 
January 2017, the global FDI inflow volume in 2016 
was USD1.525 trillion, a decline of 13% from 2015. 
Among it, the FDI inflow volume of developed 
economies was USD872 billion, decreasing by 9% 
year-on-year, the volume of developing economies 
was USD600 billion, a year-on-year fall of 20%, and 

the volume of transition economies was USD52 
billion, an increase of 38% from 2015. Developed 
economies held a greater share in global FDI flows, 
reaching 57%. The US remains the largest recipient 
of FDI, with its FDI inflow volume totaling USD385 
billion. In 2016, the volume of global cross-border 
M&A was up by 13% from 2015, reaching USD831 
billion. Among it, the M&A volume of developed 
economies increased by 21% to USD779 billion; 
the total cross-border M&A volume of developing 
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economies decreased by 44%. In 2016, global 
greenfield investment reached USD810 billion with 
a year-on-year growth of 5%. Among it, greenfield 

investment in developed economies declined by 
12% while that in developing economies grew by 
19% (See Table 6.1).

Table 6.1 FDI inflows, cross-border M&As and 
announced greenfield projects in 2015-2016 (USD billion, %)

Region
FDI inflows Cross-border M&As Announced greenfield 

project

2015 2016 Growth 
rate 2015 2016 Growth 

rate 2015 2016 Growth 
rate

World 1,750 1,525 -13 735 831 13 769 810 5

Developed economies 963 872 -9 642 779 21 276 243 -12

European Union 475 389 -18 268 359 34 161 139 -14

North America 391 414 6 318 365 15 85 68 -19

Developing economies 749 600 -20 83 47 -44 455 540 19

Africa 54 51 -5 20 10 -53 68 103 52

Latin America and the 
Caribbean

166 135 -19 11 3 -71 73 75 3

Developing Asia 527 413 -22 50 34 -32 314 361 15

Transition economies 38 52 38 10 5 -52 38 28 -26

Note: The data in 2016 are preliminary estimates.
Source: UNCTAD (2017).

6.1.2  Flows Seeing a Counter-trend Fall

Unlike the global FDI growth situation, the FDI 
inflow and outflow of the E11 economies in 2015 
still continued the downward trend from 2014. 
It was not only related with the macroeconomic 
situation like economic growth slowdown, but also 
had something to do with the decline in investment 
returns. The UNCTAD data indicated that the total 
FDI inflow volume of the E11 was USD343.202 
billion in 2015, a decline of 2.8% from 2014. Among 
it, South Africa, Russia, Korea and Indonesia saw a 
relatively large drop, falling by 69.3%, 66.3%, 45.6% 
and 29.1% respectively from 2014, while Argentina, 
Turkey, India and Mexico witnessed a year-on-
year growth of 130.1%, 36.0%, 27.8% and 18.0% 

respectively and China saw an increase of 5.5% from 
2014. In 2015, the total outflow volume of the E11 
was USD223.439 billion, a 16.1% decrease from 2014. 
Among it, Russia, Argentina, India, South Africa and 
Turkey had a sharp fall in total FDI outflow volume, 
decreasing by 58.6%, 40.7%, 36.3%, 30.3% and 28.2% 
respectively year-on-year, while Brazil saw a year-on-
year growth of 37.7%, and China witnessed a 3.6% 
increase from 2014. Due to the marked decline in 
FDI outflow, the net FDI inflow volume of the E11 
economies reached USD119.763 billion in 2015, 
growing by 38.1% form 2014, which reversed a 
three-year downward trend in net FDI inflow (See 
Table 6.2).

Table 6.2  FDI flows of the E11 in 2011-2015 (USD million)
2011 2012 2013 2014 2015

Inflow

Argentina 10,840 15,324 9,822 5,065 11,655

Brazil 96,152 76,098 53,060 73,086 64,648

China, People’s Republic of 123,985 121,080 123,911 128,500 135,610

India 36,190 24,196 28,199 34,582 44,208
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2011 2012 2013 2014 2015

Indonesia 19,241 19,138 18,817 21,866 15,508

Korea, Republic of 9,773 9,496 12,767 9,274 5,042

Mexico 23,649 20,437 45,855 25,675 30,285

Russia 36,868 30,188 53,397 29,152 9,825

Saudi Arabia 16,308 12,182 8,865 8,012 8,141

South Africa 4,243 4,559 8,300 5,771 1,772

Turkey 16,142 13,284 12,284 12,134 16,508

E11 393,392 345,981 375,276 353,116 343,202

Outflow

Argentina 1,488 1,055 890 1,921 1,139

Brazil 11,062 -5,301 -1,180 2,230 3,072

China, People’s Republic of 74,654 87,804 107,844 123,120 127,560

India 12,456 8,486 1,679 11,783 7,501

Indonesia 7,713 5,422 6,647 7,077 6,250

Korea, Republic of 29,705 30,632 28,360 28,039 27,640

Mexico 12,636 22,470 13,138 8,304 8,072

Russia 48,635 28,423 70,685 64,203 26,558

Saudi Arabia 3,430 4,402 4,943 5,396 5,520

South Africa -257 2,988 6,649 7,669 5,349

Turkey 2,330 4,105 3,527 6,658 4,778

E11 203,852 190,484 243,181 266,401 223,439

Net inflow

Argentina 9,352 14,269 8,932 3,145 10,516

Brazil 85,091 81,399 54,240 70,855 61,576

China, People’s Republic of 49,331 33,276 16,067 5,380 8,050

India 23,734 15,710 26,521 22,799 36,707

Indonesia 11,528 13,716 12,170 14,788 9,259

Korea, Republic of -19,932 -21,136 -15,593 -18,766 -22,598

Mexico 11,013 -2,033 32,716 17,371 22,212

Russia -11,767 1,765 -17,288 -3,5051 -16,733

Saudi Arabia 12,878 7,781 3,921 2,616 2,621

South Africa 4,500 1,571 1,651 -1,899 -3,576

Turkey 13,812 9,179 8,757 5,476 11,730

E11 189,540 155,498 132,094 86,715 119,763

Source: UNCTAD, Dec. 2016.

continued
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In 2016, slowdown of economic growth and 
slumped commodity prices exerted great influence 
on the FDI of the emerging market and developing 
economies. The UNCTAD data showed that the 
FDI inflow to developing economies in 2016 fell by 
20% on the whole, of which the FDI inflow to Latin 
America and the Caribbean and Asian developing 
economies declined by 22% and 19% respectively. 
The cross-border M&A in developing economies 
generally dropped with the total volume decreasing 
by 44% in 2016. But due to the promotion of some 
large investment projects in a few economies, 
greenfield investment in developing economies rose 
by 19%. By economy, the FDI inflow to Korea, Russia, 
South Africa and China witnessed an increase to a 
different degree in 2016 from 2015, while the FDI 
inflow to Mexico, Turkey and India saw a decline. In 
2016, the FDI inflow to Korea grew from 2015’s USD4 
billion to USD9.4 billion. Because of the privatization 
of state-owned assets, the FDI inflow to Russia in 
2016 increased by 62% to USD19 billion from 2015. 
The Russian government sold a 19.5% stake of 
Rosneft, its state-owned petroleum company, or in 
USD11 billion, to a consortium that is made up of 
Glencore, a Swiss company, and Qatar’s sovereign 
wealth funds. Over the same period, the FDI inflow 
to South Africa increased by 38% to USD2.4 billion 
and the FDI inflow to China grew by 2.3% to reach a 
new high of USD139 billion. In 2016, the FDI inflow 
to India decreased by 5% to around USD42 billion. 

The FDI inflow to Brazil fell from USD65 billion of 
2015 to USD50 billion. The FDI inflow to Mexico 
decreased from the 2015’s USD33 billion to USD26 
billion, or a 20% decline.

6.1.3  Share Dramatically Falling

In terms of FDI flow, the proportions of the E11’s 
inflow and outflow to global FDI both experienced 
a sharp decline, changing the uptrend since 2013. 
The UNCTAD data indicated that the inflow to 
the E11 economies accounted for 19.5% of global 
FDI inflow in 2015, a fall of 8.2 percentage points 
from 2014. The outflow from the E11 held 15.2% of 
global FDI outflow, decreasing by 5.0 percentage 
points from 2014 (See Figure 6.3). The continuous 
rising momentum of the proportion of the E11’s 
FDI to total global FDI over the past two years has 
been reversed, demonstrating the status of the 
E11 in global FDI had declined. According to the 
UNCTAD data, only three E11 economies held a seat 
in the top 10 destinations for foreign investment 
in the world in 2016, of which China ranked third, 
Brazil moved up two places to reach sixth and 
India ranked the 10th, dropping three places from 
2015. Other economies of the top 10 included the 
US (USD385 billion, ranking first); the UK (USD179 
billion, ranking second), China’s Hong Kong (USD92 
billion, ranking fourth); Singapore (USD50, ranking 
fifth); France (USD46 billion, ranking seventh), the 
Netherlands (USD46 billion, ranking eighth) and 
Australia (USD44 billion, ranking ninth).

 

Figure 6.3  Proportions of the FDI inflow and outflow of the E11 to global total in 2010-2015
Source: UNCTAD, Dec. 2016.
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In terms of FDI stock, whether in inflow or 
outflow, the size gap between the E11 economies 
and developed economies has widened. The 
UNCTAD data indicated that the stock of FDI 
inflow to the E11 was USD3,655.281 billion in 2015, 
USD7,082.837 billion less than from the FDI size of 
the eight developed economies in the G20, while 
the difference was USD4,931.332 billion in 2010. The 
stock of FDI outflow from the E11 was USD2,351.124 
billion in 2015, USD11.46 trillion less than the FDI 
size of the eight developed economies in the G20, 
while the gap in 2010 was USD10.36 trillion. But 
seen from the FDI proportion of the E11 to the 
eight developed economies of the G20, the FDI 

outflow performance was better. In 2015, the stock 
of FDI outflow from the E11 accounted for 17.0% of 
the stock of FDI outflow from the eight developed 
economies in the G20, growing by 5.6 percentage 
points from 2010. In the comparison of international 
direct investment in China and the US, China 
continued to maintain an upward momentum. 
China’s stock of FDI inflow reached USD1,220.903 
billion in 2015, accounting for 21.8% of the US’. This 
proportion in 2000 and 2010 was 6.9% and 17.2% 
respectively. China’s stock of FDI outflow totaled 
USD1,010.202 billion in 2015, growing by10.3 
percentage points from 2010 to 16.9% of the US’ (See 
Table 6.3).

Table 6.3  Stock of FDI in the G20 in 2000-2015 (USD million)

Inflow Outflow

2000 2010 2015 2000 2010 2015

Argentina 67,601 87,552 93,871 21,141 30,328 37,289

Brazil 122,250 640,334 485,998 51,946 149,337 181,447

China, People’s Republic of 193,348 587,817 1,220,903 27,768 317,211 1,010,202

India 16,339 205,580 282,273 1,733 96,901 138,967

Indonesia n. a. 160,735 224,843 n. a. 6,672 30,171

Korea, Republic of 43,738 135,500 174,573 21,497 144,032 278,395

Mexico 121,691 363,791 419,956 8,273 121,557 151,924

Russia 29,738 464,228 258,402 19,211 336,355 251,979

Saudi Arabia 17,577 176,378 224,050 5,285 26,528 63,251

South Africa 43,451 179,565 124,940 27,328 83,249 162,841

Turkey 18,812 187,151 145,471 3,668 22,509 44,656

E11 674,545 3,188,631 3,655,281 187,851 1,334,678 2,351,124

Australia 121,686 527,064 537,351 92,508 449,740 396,431

Canada 325,020 983,889 756,038 442,623 998,466 1,078,333

France 184,215 630,710 772,030 365,871 1,172,994 1,314,158

Germany 470,938 955,881 1,121,288 483,946 1,364,565 1,812,469

Italy 122,533 328,058 335,335 169,957 491,208 466,594

Japan 50,322 214,880 170,698 278,442 831,076 1,226,554

UK 463,134 1,057,188 1,457,408 923,367 1,574,707 1,538,133

US 2,783,235 3,422,293 5,587,969 2,694,014 4,809,587 5,982,787

Developed countries 4,521,083 8,119,963 10,738,117 5,450,728 11,692,343 13,815,459

Note: “n.a.” means that data are not available. The 2010 aggregate data does not include the unavailable data.
Source: UNCTAD, Dec. 2016.
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6.2  Policies on Investment 
Promotion Forging Ahead
Since 2015, the E11 economies continued to 
promote policies on investment liberalization 
and signed new bilateral investment agreements 
and economic partnership agreements related to 
investment, thus further improving their investment 
environment. Meanwhile, out of consideration 
for protecting domestic relevant industries, some 
economies are still introducing new investment 
restrictions.

6.2.1  Investment Policy Environment Being 
Improved

In November 2016, the G20 Guiding Principles for 
Global Investment Policies (hereinafter referred to 
as the Principles) approved in the G20 Hangzhou 
Summit set up a new institutional framework for 
boosting international investment cooperation 
under the new circumstances,  which was a 
landmark in the international investment area. 
The Principles is the first framework principle for 
global investment regulations within multilateral 
mechanism. The nine principles for the next 

generation of global investment policies proposed 
by the Principles covered all the core factors of 
international investment system and laid a solid 
foundation for the formation of future-oriented 
global multilateral framework on investment. 
Moreover, in terms of investment policies introduced 
by all countries, the global investment environment 
is moving in a more liberal direction. In 2015, the 
new policy measures in the world increased from 
2014 with marked growth in the proportion of 
policies on investment liberalization and promotion. 
In accordance with the UNCTAD report, at least 
46 economies in the world issued 96 policies in 
relation to FDI in 2015, with the number of involved 
economies and policies growing by 12.2% and 
33.3% respectively from 2014. Of the 96 new 
policy measures taken in 2015, 71 were investment 
liberalization and promotion measures, accounting 
for 74.0%, an increase of 1.7 percentage points 
year-on-year and marking the highest level since 
2007, 13 policies were investment restriction and 
regulation measures, accounting for 13.5%, and 12 
were neutral policy measures, accounting for 12.5% 
(See Figure 6.4).

 

Figure 6.4  Global investment policies in 2001-2015
Source: UNCTAD (2016b).

Nevertheless, the interventionist FDI policies 
being implemented by major economies in the 
world are mainly restrictive policies. The studies 
of Evenett and Fritz indicated that the number 

of market distortion measures and measures for 
reducing market distortions being carried out in 19 
members of the G20 was 3,919 and 734 respectively 
by October 2016. Among them, 2,032 market 
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distortion measures were adopted by the E11 
economies with 184.7 items in each economy on 
the average, and 1,887 market distortion measures 
were carried out in the developed economies of 
the G20 with 235.9 items in each economy on the 
average. The number of measures for reducing 
market distortions being conducted was 535 in 
the E11 economies and 199 in the G20 developed 
members, with an average item of 48.6 and 24.9 
in each economy respectively (See Table 6.4). 
Therefore, developed economies are the major 
driver of investment protectionism. In terms of 
industry, 10 industries including financial services, 
overland transport services, real estate services, air 
transport, water transport services, postal services 
and telecommunication, essential chemicals, 
agricultural products, crude petroleum and natural 
gas, as well as electrical machinery are most 
vulnerable to the investment restriction measures.

6.2.2  Institutional Construction of 
International Investment Progressing Forward 
Steadily

As the main support of the international investment 
system, International Investment Agreements (IIA) 
can reduce or eliminate institutional barriers to mutual 
investment among economies, and further advance 
the liberalization and facilitation of international 
investment. The UNCTAD and OECD reports showed 
that among the 1,815 IIAs being implemented in the 
G20 by 2015, 1,263 ones were bilateral investment 
agreements with 551 were other investment 
agreements.1 The E11 economies are carrying out 
856 international investment agreements with 77.8 
one in each economy on the average; there are 950 
IIAs being executed in the G20 developed economies 
with an average of 118.8 ones in each economy (See 
Table 6.5).
1 Other international investment agreements refer to other 

agreements involving relevant items of investment excluding 
bilateral investment agreements.

Table 6.4  Frequency of Resort to FDI Policy Interventions of the G20

Measures still in force that distort markets Measures still in force that reduce 
distortions to markets

Traditional 
import 
barriers

Localisation 
requirements

Trade 
distorting 
subsidies

Total
Traditional 

import 
barriers

Localisation 
requirements

Trade 
distorting 
subsidies

Total

Argentina 232 16 26 274 26 0 2 28

Brazil 146 54 40 240 100 1 0 101

China, People’s 
Republic of

87 12 19 118 38 4 1 43

India 230 131 33 394 83 4 0 87

Indonesia 80 26 21 127 41 1 3 45

Korea, Republic of 26 2 12 40 7 0 0 7

Mexico 81 4 5 90 20 0 0 20

Russia 96 35 217 348 102 0 0 102

Saudi Arabia 9 28 130 167 1 0 0 1

South Africa 76 6 5 87 81 0 0 81

Turkey 141 6 0 147 20 0 0 20

E11 in total 1,204 320 508 2,032 519 10 6 535

Australia 55 10 8 73 4 0 0 4

Canada 52 7 28 87 9 0 1 10

France 130 4 51 185 27 0 1 28
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Measures still in force that distort markets Measures still in force that reduced 
distortions to markets

Traditional 
import 
barriers

Localisation 
requirements

Trade 
distorting 
subsidies

Total
Traditional 

import 
barriers

Localisation 
requirements

Trade 
distorting 
subsidies

Total

Germany 128 20 58 206 27 0 1 28

Italy 129 3 47 179 27 0 1 28

Japan 7 2 84 93 4 0 0 4

UK 128 20 43 191 27 0 1 28

US 217 164 492 873 44 23 2 69

Developed 
countries

846 230 811 1,887 169 23 7 199

Total 2,050 550 1,319 3,919 688 33 13 734

Source: Simon J. Evenett and Johannes Fritz (2016).

Table 6.5  The G20's International Investment Agreements
BITs Other IIAs IIAs

Concludeda Denounceda Subtotalb Concludeda Denounceda Subtotalb Totalb

Argentina 0 0 55 1 0 16 71

Brazil 1 0 20 1 0 17 37

China, People’s 
Republic of

0 0 129 0 0 19 148

India 0 1 82 0 0 13 95

Indonesia 0 7 46 0 0 16 62

Korea, Republic of 0 0 93 0 0 19 112

Mexico 0 0 33 1 0 17 50

Russia 2 0 78 0 0 6 84

Saudi Arabia 0 0 23 0 0 13 36

South Africa 0 0 40 1 0 11 52

Turkey 3 1 97 1 0 21 118

E11 6 9 696 5 0 168 865

Australia 0 0 21 1 0 18 39

Canada 2 0 39 1 0 19 58

France 0 0 104 2 0 65 169

Germany 0 0 135 2 0 65 200

Italy 0 0 88 2 1 64 152

Japan 2 0 28 1 0 20 48

UK 0 0 106 2 0 65 171

US 0 0 46 2 0 67 113

Developed countries 4 0 567 13 1 383 950

Note: a-between 16 Oct. 2015 and 14 Oct. 2016; b-as of 14 Oct. 2016.
Source: OECD and UNCTAD (2016a), OECD and UNCTAD (2016b).

continued
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In 2015-2016, some E11 economies signed 
16 bilateral investment agreements, all of which 
targeting emerging market and developing 
economies.  Of them, 2 bi lateral  investment 
agreements were signed inside the E11 economies, 
that is, China-Turkey and Brazil-Mexico bilateral 
investment agreements; Brazil signed 5 bilateral 
investment agreements with Chile, Columbia, 
Malawi, Angola and Mozamique respectively. 

Turkey signed 4 bilateral investment agreements 
with Georgia, Somalia, Ghana and Cote d’lvoire 
respectively. Russia signed 2 bilateral investment 
a gre e m e n t s  w i t h  M o ro c c o  a n d  Ca m b o d i a 
respectively. Mexico signed 2 bilateral investment 
agreements with the United Arab Emirates and Haiti 
respectively. One bilateral investment agreement 
was signed between Argentina and Qatar (See 
Table 6.6).

Table 6.6  Signed or renewed BITs by some E11 economies in 2015-2016

No. Short title Date of signature

1 Argentina-Qatar BIT (2016) 06/11/2016

2 Turkey-Georgia BIT (2016) 19/07/2016

3 Turkey-Somalia BIT (2016) 01/06/2016

4 Russia-Morocco BIT (2016) 15/03/2016

5 Turkey-Ghana BIT (2016) 01/03/2016

6 Turkey-Côte d’Ivoire BIT (2016) 29/02/2016

7 Brazil-Chile BIT (2015) 24/11/2015

8 Brazil-Colombia BIT (2015) 09/10/2015

9 Mexico-United Arab Emirates BIT (2015) 03/09/2015

10 China, People’s Republic of-Turkey BIT (2015) 29/07/2015

11 Brazil-Malawi BIT (2015) 25/06/2015

12 Brazil-Mexico BIT (2015) 26/05/2015

13 Mexico-Haiti BIT (2015) 07/05/2015

14 Brazil-Angola BIT (2015) 01/04/2015

15 Brazil-Mozambique BIT (2015) 30/03/2015

16 Russia-Cambodia BIT 03/03/2015

Source: UNCTAD STAT, Jan. 2017.

In 2015-2016, there were 9 newly-signed 
other  investment agreements in the wor ld 
involving Argentina, Brazil, China, Korea and Mexico 
of the E11. Eight other investment agreements 
that took effect involved Argentina, China, Korea, 
Mexico and Russia of the E11 (See Table 6.7). That 
such investment agreements as Pacific Alliance, 
Eurasian Economic Union, Korea-Canada Free Trade 

Agreement (FTA), China-Korea FTA, China-Australia 
FTA, Korea-New Zealand FTA, Korea-Vietnam FTA 
and Argentina-US Trade and Investment Framework 
Agreement (TIFA) come into force provides new 
systematic guarantee for boosting the internal 
investment cooperation among the E11 economies 
and the external investment cooperation of some 
E11 economies. 



Chapter 6
International Direct Investment

73

Table 6.7  Other International Investment Treaties signed by the E11 or 
taking into effect in 2015 and 2016

No. Short title Date of signature Date of entry into force

1 Brazil-Peru ETEA (2016) 29/04/2016

2 Argentina-US TIFA 23/03/2016 23/03/2016

3 TPP 04/02/2016

4 Turkey-Singapore FTA 14/11/2015

5 China, People's Republic of-Australia FTA 17/06/2015 20/12/2015

6 China, People's Republic of-Korea,  Republic of 
FTA

01/06/2015 20/12/2015

7 Korea, Republic of-Viet Nam FTA 05/05/2015 20/12/2015

8 Korea, Republic of-New Zealand FTA 23/03/2015 20/12/2015

9 Korea, Republic of-Turkey Investment 
Agreement (2015)

26/02/2015

10 Korea, Republic of-Canada FTA 23/09/2014 01/01/2015

11 Treaty on Eurasian Economic Union (2014) 29/05/2014 01/01/2015

12 Protocol Pacific Alliance 10/02/2014 01/05/2016

Source: UNCTADSTAT, Jan. 2017.
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Chapter 7
Commodity Markets

International prices of bulk commodities saw 
an upward trend despite undergoing twists and 
turns in 2016. In the first half of 2016, the CRB Price 
Index1 rapidly went upward, rising from 370 at 
the beginning of the year to 420 in the middle of 
the year, but began going downward in June till 
October, once hitting 400. From the late October, 
the index climbed again and broke a record high 

1  Commodity Research Bureau (CRB) Price Index covers the 
weighted prices of 19 types of bulk commodities, including 
agricultural, energy and metal products. The index generally 
reflects the dynamic trend of world bulk commodity prices and 
is widely used to observe and analyze price fluctuations and the 
commodity market and macroeconomic fluctuations. 

of the year and then stayed above 430 in the early 
January of 2017. On the whole, after a full year of 
2016, international prices of bulk commodities have 
restored to the level in early 2015 and formed an 
upturn momentum, with prices at the end of 2016 
as the bottom level. From a longer watch window, 
the price recovery in 2016 may mean international 
prices of bulk commodities have finished their 
downward trajectory that started in the second 
quarter of 2011, especially the second quarter 
of 2014, and started a new rebound cycle after 
bottoming out (See Figure 7.1).

 

Figure 7.1  CRB Index in 2008-2017 
Source: WIND Database, Jan. 2017. 
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7.1  Rising Price of International 
Commodities 
In 2016, prices of commodities like crude oil, natural 
gas, coal, metal and precious metal all underwent 
rebounds. Under the influences of such factors as the 
signing of an agreement cutting oil production among 
major oil producers like Saudi Arabia and Russia, and 
economic recovery in the US, it is predicted that prices 
will continue an upward trend in 2017. 

7.1.1  Price of Crude Oil Rising with 
Fluctuations

Crude oil price at the international market fell 

below USD30 per barrel in mid-January 2016, then 
began picking up after bottoming out and such a 
rising tendency continued in the rest of the whole 
year. At the end of December 2016, the spot price 
of Brent crude oil soared to USD54.94 per barrel, 
up by 53.7% from the previous year, West Texas 
Intermediate (WTI) spot price stood at USD53.72 
per barrel, a rise of 42.9% year-on-year, while Middle 
East offshore prices of Dubai crude oil was reported 
USD53.99, a drastic rise of 68.0% from a year earlier 
(See Figure 7.2). 

  

Figure 7.2  Spot price of international crude oil in 2016-2017 
Source: WIND Database, Jan. 2017. 

The US dollar is an important factor that 
influences oil prices. As a crude oil pricing currency, 
a dollar that goes stronger usually means oil prices 
going downward. Seen from historical data, the 
trends of dollar index and crude oil prices usually 
show negative correlation. However, there were 
also times when the dollar and oil prices saw a rise 
at the same time. For instance, the two underwent 
a simultaneous rise in 1979-1980, 1999-2000 
and 2004-2005(See Figure 7.3). But such kind of 
synchronized rise was not a blessing to the world 
economy, given that a worldwide economic crisis 
broke out in ensuing 1980-1982, 2000-2001 and 
2007-2009 respectively. The reason is that a stronger 
US dollar usually causes capital flights in other 
economies, which negatively affects their economic 

growth. At the same time, oil price hikes usually fuel 
inflation, which will easily lead to stagnation or the 
busting of property price bubbles. The US Federal 
Reserve raised interest rates twice respectively in 
December 2015 and December 2016, and such kind 
of rate hikes can also be expected in 2017, which 
means the dollar exchange rate has entered an 
upward track. In the meantime, oil prices have also 
begun rebounding since 2016, meaning that the 
US dollar and oil have experienced a synchronized 
price rise. Despite the occurrence of such kind of 
phenomenon again, a conclusion cannot be drawn 
that the world economy will be hit by a crisis. 
However, there is a need to keep a close watch on 
any signals of risks and take possible precautionary 
measures. 
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Figure 7.3  Imported crude oil prices of the US and the real dollar index in 1974-2017 
Source: WIND Database, Jan. 2017. 

The force that runs opposite to downward 
pressures on oil prices and dollar’s interest rate hikes 
is the oil supply-demand fundamentals. Starting 
from the second quarter of 2016, the situation of 
the world’s obvious oversupply of crude oil began 
changing. In the third quarter of the year, the world’s 
crude oil demand even exceeded its supply by 
130,000 barrels per day. The reversal of the previous 
oversupply pattern thus pushed higher crude oil 
prices. Such a situation of oil demand exceeding 
supply is expected to continue in 2017. To reduce 
oil supply, after repeated debates and discussions, 
Saudi Arabia, Iran and Russia finally reached an 
agreement on oil output reduction with other major 
oil producers at the end of 2016. At the 171st OPEC 
Ministerial Meeting on November 30, 2016, Saudi 
Arabia agreed to reduce its oil output by 486,000 
barrels per day in exchange for Iran’s commitment 
not to increase its oil output after it reaches 3.8 
million barrels a day, and Russia’s commitment to 
gradually reduce its oil output by 300,000 barrels per 
day in the first half of 2017. Finally, OPEC members 
agreed to cut 1.2 million barrel combined per day, 
non-OPEC members also agreed to reduce 558,000 
barrels a day and decided to formally implement the 
output reduction agreement from January 1, 2017. 
In terms of demands, global crude oil saw a mild 
rise in 2016 under the influences of low oil prices, 

with such demands growing by 1.6 million barrels 
per day year-on-year in the whole of the year. The 
Commodity Markets Outlook published by the World 
Bank Group in January 2017 forecasts world crude 
oil demands will increase by between 1.3 million 
barrels to 97.80 million barrels per day in 2017.1 A 
supply reduction along with a steady demand rise 
will offer a forcible prop to oil prices (See Figure 7.4). 

 7.1.2  Price Rebound of Natural Gas

Natural gas prices began falling from the beginning 
of 2015 and the trend lasted till the end of the 
first quarter of 2016 when prices bottomed out. 
Starting from the second quarter of 2016, natural 
gas prices in Europe, the US and Japan showed an 
upward tendency. Prices of natural gas exported to 
Europe dropped from USD5.09 per million British 
Thermal Unit (BTU) in January 2016 to USD3.99 per 
million BTU in May 2016 and then inversely rose to 
USD5.16 million BTU in December, with an increase 
of 1.4% in the whole of the year. Prices of natural gas 
exported from Indonesia to Japan fell from USD8.46 
per million BTU in January 2015 to USD6.68 per 
million BTU in April and then rose to USD8.50 per 
million BTU in December, with a slight increase of 
0.5% in the full year. Natural gas prices in Henry Hub, 

1  World Bank Group. Commodity Markets Outlook, January 
2017: Investment Weakness in Commodity Exporting Countries. 
World Bank, Washington, DC. 2017.
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Louisiana of the US, dived from USD2.27 per million 
BTU in January 2016 to USD1.70 per million BTU 
in March and then climbed to USD3.58 per million 

BTU, increasing by 57.5% in the whole of the year 
(See Figure 7.5). 

Figure 7.4  World crude oil prices and the supply-demand balance in 2007-2017
Note: Supply-demand balance refers to world oil supply subtracting oil demand.
Source: World Bank’s Commodity Markets Outlook, Jan. 2017. 

Figure 7.5  Natural gas prices at the European, US and Japanese markets in 2009-2017
Source: WIND Database, Jan. 2017. 

A rise in natural gas consumption in economies 
worldwide has bolstered its price rebound. In the 
second and third quarters of 2016, natural gas 
consumption in OCED economies bid farewell to its 
negative growth in the previous two quarters and 
increased by 4.7% and 3.5% respectively (See Figure 7.6).  

Natural gas prices are still expected to go 
upward in 2017. The World Bank Group projects 
natural gas prices at the US market to soar by 20% 
under the influences of robust domestic demands, 
increased export and a decline in production, while 
forecast prices to rise by 10% at the European market,
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Figure 7.6  Natural gas consumption volume  and year-on-year 
growth rate of OECD economies in Q2, 2015-Q3, 2016

Source: WIND Database, Jan. 2017. 

5% at the Japanese market and approximately 15% as 
global natural gas prices in general.1 

7.1.3  Bottoming out and Rebound of Coal 
Price

International coal price bottomed out in the first 
half of 2016 and began rapidly rebounding in the 
second half of the year. Price of Australia’s steam 
coal fell from USD141.94 per ton in January 2011 
to USD56.04 per ton in December 2015, a decline 
of 60.5%. The price was still merely USD56.97 per 
ton in June 2016, but rose to USD92.74 per ton by 
December of the year, and even once exceeded 
USD100 to reach USD107.14 per ton in November. 
Indonesia’s  benchmark coal  pr ice fe l l  f rom 
USD127.50 per ton in February 2011 to USD53.20 
per ton in January 2016, a decline of 58.3%, and 
further slid to USD51.81 per ton in June 2016, but 
again sharply climbed to USD101.70 per ton in 
December (See Figure 7.7).  

China, a member of the E11, is the world’s 
largest coal consumer and producer, and its coal 
demand and production policy changes usually 
produce significant influences on coal prices. The 
Chinese government has adopted industrial policies 
to cut coal capacity in recent years and such kind 

1 World Bank Group. Commodity Markets Outlook, January 2017: 
Investment Weakness in Commodity Exporting Countries. World 
Bank, Washington, DC. 2017.

of policy was intensified in 2016 (See Figure 7.8). 
In February 2016, the State Council, published 
a guideline document aimed at eradicating 
overcapacity in the coal sector and promoting its 
development, requiring annual production capacity 
of all coal mines nationwide be reevaluated with a 
new standard in which 276 working days are used 
to replace previous 330 working days. Under the 
new standard, yearly output of coal mines has been 
lowered by 16%. Such a new move caused China’s 
coal mines to see a serious negative growth of 
their average monthly coal output in 2016, with a 
negative growth of more than 10% in April-October 
of the year (See Figure 7.9). 

Due to high-staying coal demands from 
thermal power and heating sectors, China has to 
increase coal imports under the condition that 
its domestic production is under restrictions. In 
December 2016, China’s coal import grew by 36.7% 
year-on-year, while spending on coal imports 
increased by 142.1% year-on-year (See Figure 7.10). 
The sharp rise in coal prices did draw high concerns 
from decision-makers. In November 2016, the 
National Development and Reform Commission 
held a meeting, at which the regulation that 276 
working days are used to replace 330 working days 
was abrogated.
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Figure 7.7  International coal prices in 2011-2017
Source: WIND Database, Feb. 2017.

Figure 7.8  Coal output of world’s major producers in 1981-2015 
Source: WIND Database, Jan. 2017. 

  

Figure 7.9  China’s monthly coal output in 2015-2016 
Source: WIND Database, Jan. 2017. 
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Figure 7.10  China’s monthly coal import value and volume in 2015-2016 
Source: WIND Database, Jan. 2017. 

Considering China consumes one half of 
the world’s coal output and its two-third energy 
demands are satisfied by coal, China’s coal policy 
is an important factor to influence the coal price 
tendency in 2017. The Commodity Markets Outlook 
published by the World Bank Group estimates 
that with the adjustment of China’s coal industrial 
policy, international coal price will not long stay 
at the USD100 per ton level it witnessed at the 
end of 2016 in 2017 and the average price of the 
year is expected to be around USD70 per ton, a 
slight increase from the 2016 average price. 

7.1.4  Price Recovery of Metal Commodities

In terms of metal goods, steel prices obviously 
recovered in 2016 and output also saw an increase 
after undergoing a steep price drop in 2015. Prices 
of other main metal commodities also experienced 
a rise to a different degree. Under the driving of 
infrastructure construction demands resulting from 
China’s domestic demands, the advancement of 
the “Belt and Road Initiative” and the US factor, it is 
expected that prices of metal commodities will still 
maintain an upward momentum in 2017.

In 2016, steel prices experienced an obvious 
recovery momentum. Myspic steel price index 
composite dived from a record high of 178.7 points 
after the global financial crisis in May 2011 to 73.03 

points at the end of 2015, a decline of 59.1%, with 
the decline reaching 31.0% in 2015 alone. In March 
2016, the index started rising at a relatively fast 
speed, exceeding 110 points in May, but dropped 
to 90 points again in the latter part of October. 
Afterwards, it witnessed another round of fast rise, 
exceeding 130 points in mid-December and has 
ever since maintained above 125 points (See Figure 
7.11). 

Steel output also showed a rising momentum 
in 2016, reversing the previous year ’s “pr ice 
declining, output shrinking” situation. Take global 
crude steel output as an example. In the whole of 
2016, global crude steel output only registered a 
slight 0.4% increase, but there was still an obvious 
trend of accelerated growth if seen from the change 
of year-on-year growth rate in every month. Global 
crude steel grew by a minus 7.5% year-on-year 
in January 2016, but started a positive growth in 
the second half of the year, with the growth rate 
accounting for 5.8% year-on-year in December (See 
Figure 7.12). 

Under the driving of the demand from China, 
the largest global steel producer and consumer, and 
the influences of increased domestic infrastructure 
investment vowed by US, global steel price is 
expected to continue climbing in 2017. 
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Figure 7.11  Myspic steel price index composite in 2015-2017 
Source: WIND Database, Jan. 2017.

Figure 7.12  World monthly crude steel output and year-on-year 
growth rate in 2015-2016

Source: WIND Database, Jan. 2017. 

Aside from steel, prices of other major metal 
commodities also registered a rise again in 2015. 
Seen from settlement spot prices of non-ferrous 
metals in London Metal Exchange (LME), from the 
beginning to the end of 2016, copper price surged 
by 18.4% to USD5,501 per ton, aluminum price rose 
by 16.9% to USD1,713.5 per ton while zinc price 

saw a steep rise of 64.9% to USD2,563 per ton. At 
the same time, lead price increased by 12.7% to 
USD1,985 per ton, tin price climbed by 44.9% to 
USD21,100 per ton, and nickel price rose by 17.6% to 
USD10,010 per ton (See Figure 7.13). It is expected 
that nonferrous metal prices will still maintain a mild 
rising momentum in 2017.



Chapter 7
Commodity Markets

83

 

Figure 7.13  Settlement spot prices of nonferrous metals in LME in 2016-2017
Source: WIND Database, Jan. 2017.

7.1.5  Across-the-board Price Rises of Precious 
Metal Commodities 

Precious metal commodity prices rose relatively fast 
from January to August 2016. By mid-December, 
prices of gold, platinum and silver fell slightly but 
price of palladium fluctuated around a relatively 
high level.  From December 2016 to January 
2017, prices of precious metal commodities went 
upward again. From the perspective of the whole 
of 2016, prices of various types of precious metals 
experienced a rise to a different degree. Take dollar-
denominated precious metals in LME as an example. 
From early 2016 to the end of the year, gold price 
rose by 7.1% to USD1,159.10 per ounce, silver price 
climbed by 16.0% to USD16.24 per ounce, platinum 
price went up by 3.8% to USD898 per ounce and 
palladium price sharply rose by 37.9% to USD670 
per ounce (See Figure 7.14). Given their limited 
production, prices of precious metals are mainly 
related to demands for them. Due to the hedging 
function of precious metals, investors usually shift 
their funds to these metals for keeping the value of 
their wealth at a time of rising risks, which usually 
fuels their price rises. Due to emerging factors like 
geopolitical conflicts, a possible trade war staged 
by the US, and the resurrection of rightist forces 
in Europe, investors’ demands for precious metal 
commodities are likely to surge in 2017. Aside from 
this, prices of dollar-denominated precious metal 
commodities will mainly be under the influences 

of the dollar exchange rate. If the US dollar goes 
weaker, prices of precious metal commodities will 
rise, and if the dollar goes stronger, their prices will 
descend. A strong trend the dollar is expected to 
have resulting from its interest rate hikes in 2017 
will exert certain downward pressures on prices of 
precious metals. On the whole, the hedging factor 
may go beyond the influence of the dollar’s interest 
rate rise, which means prices of precious metal 
commodities will likely rise in 2017. 

7.1.6  Differentiation of Price Rise and Decline 
of Fertilizer Commodities 

Unlike the unilateral downward trend in 2015, prices 
of different categories of fertilizer commodities 
experienced both a rise and fall in 2016. Cost and 
freight (CFR) price of synthetic ammonia in the US 
gulf region dropped from USD355 per ton in early 
2016 to USD215 per ton in October but rebounded 
from November to USD255 per ton at the end of 
the year, with a decline of 28.2% for the whole year. 
The price stayed the same in January 2017. Urea free 
on board (FOB) price in the US gulf region fell from 
USD220.5 per ton at the beginning of 2016 to below 
USD170 per ton in July, and then rebounded to 
USD237 per ton at the end of the year, an increase of 
7.5% from the early year’s level. The price continued  
to climb entering 2017 and reached USD252.5 per 
ton in late January. Compound fertilizer CFR in 
China tumbled by 22.8% from USD395 per ton in 
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Figure 7.14  Settlement prices of precious metals in LME in 2016-2017
Source: WIND Database, Jan. 2017. 

early 2016 to USD305 per ton at the end of the year. 
Demands for fertilizer commodities will rebound 
in 2017, but due to corresponding production 
expansion, it is expected that their international 
prices will see a slight rise. 

7.1.7  Rise First and then Fall of Agricultural 
Commodity Prices 

From bean pulp, wheat ad corn, etc., spot prices 
of agricultural commodities experienced a rise-
first-and-then-fall trajectory in 2016, with different 
categories witnessing both rises and falls in the 
whole of the year. Of them, international spot 
prices of bean pulp was USD286.27 per ton in 
early 2016, then rose to a year-high USD448.17 
per ton on July 4, but fell to USD330.81 per ton at 
the end of the year, an increase of 15.6% from the 
beginning to the end of the year. International 
spot price of wheat stood at USD5.03 per bushel 
at the beginning of 2016, then rose to a year-high 
USD5.58 per bushel, but dropped to USD4.48 per 
bushel at yearend, a decline of 10.9% from the 
beginning to the end of the year. International 
spot price of corn was reported at USD3.96 per 
bushel at the beginning of 2016, then climbed to 
a year-high USD4.79 per bushel, but dropped to 
USD3.95 per bushel at yearend, a slight decline 
of 0.25% from the beginning to the end of the 
year. With the recovery of main economies such 
as the US, it is expected that prices of agricultural 
commodities will generally see a mild rise in 2017. 

7.2  Differentiated Influences of 
Price Recovery 
In 2016, prices of international bulk commodities 
were generally characterized as recovery.  Influences 
of price changes on the macro economy of the 
E11 economies are mainly reflected on such 
variables as output and government revenues. 
Due to their different natural endowments and 
differentiated industrial structures, the price recovery 
of international bulk commodities has produced 
varying influences on the E11 economies. Of the 
E11, Saudi Arabia and Russia are major exporters 
of such energy commodities as oil and natural 
gas, Brazil and Argentina are major exporters of 
main agricultural products, while Indonesia and 
South Africa mainly export minerals, and China, 
Korea, India, Turkey and Mexico, as manufacturing-
dominant economies, mainly play as importers of 
bulk commodities. 

For exporters of bulk commodities, price 
recovery is good news. For example, the Saudi 
Arabian government fiscal budgetary income is 
highly dependent on oil revenues, oil revenues 
accounted for as high as 86% of the government 
fiscal budget in 2010-2015. Affected by lingering 
lower oil prices, the proportion of oil revenues to 
the Saudi government’s fiscal budgetary income 
suffered a considerable negative growth, or 
-20.9% and -42.6% respectively in 2015 and 2016 
(See Figure 7.15). The Saudi Ministry of Finance 
estimates that with the recovery of international oil 
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price in 2017, the proportion of oil revenues to its government fiscal budget will increase to 43.8%. 

Take Russia as another example. Its fiscal 
income growth is also highly related to the 
export of energy, especially oil, and thus a rise 
in its oil export usually helps Russia consolidate 
its domestic fiscal conditions and improve the 

economy. After undergoing a steep drop in 2015, 
Russia’s crude oil export volume went upward in 
2016 and its accumulated fiscal income is also 
expected to register a rising growth rate year-on-
year (See Figure 7.16). 

Figure 7.15  Saudi Arabian government’s budgetary incomes and 
proportion of oil revenues in 1981-2017 

Source: CEIC Database, Jan. 2017.

Figure 7.16  Russia’s monthly crude oil export value and year-on-year growth rate of 
accumulated fiscal income in 2015-2016 

Source: WIND Database, Jan. 2017.
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The influences of warming prices of bulk 
commodities on other exporting economies are also 
similar. On the one hand, price rises can improve 
their international balance of payment directly 
through increasing net exports and thus drive their 
economic growth. For example, benefiting from 
the price recovery of bulk commodities, Brazil’s 
current account balance under the commodity item 
obviously turned better in the first half of 2016, with 
an accumulated full-year commodity item surplus 
of USD45 billion, an increase of 155% year-on-year; 
Argentina also registered USD3.8 billion for such 
kind of surplus in the first three quarters of 2016, up 
by 414% from the previous year. On the other hand, 
the warming of prices can also increase government 
revenues in these economies,  mak ing their 
governments more finically powerful to provide 

welfares and public product and carry out macro 
regulations as an indirect means of promoting 
economic growth. 

However, for manufacturing economies 
of the E11, bulk commodities are mainly their 
imported products as raw materials and their price 
rises may transfer some of their welfares, increase 
their spending and costs and weaken market 
competitiveness of their finished products. For 
instance, there were no big changes in China’s crude 
oil import volume among months of 2016, but 
monthly import value showed a rising trend (See 
Figure 7.17). If based on the low oil prices in early 
2016, China could pay USD27 billion less than it did 
for the same oil import volume in the whole of the 
year. 

Figure 7.17  China’s monthly crude oil import volume and import value in 2015-2016
Source: WIND Database, Jan. 2017. 

Korea had a similar situation to China. Despite 
minor changes in its crude oil import volume 
among months, but due to an obvious price rise, 
Korea spent USD12.37 billion more on its crude oil 
imports in the whole of 2016 if imports were based 
on the price level in early 2016 (See Figure 7.18). 

Generally speaking, the direct influences of 

price recovery of bulk commodities on the E11 
economies are equally non-neutral. If such kind of 
cyclical fluctuations could be ironed out through 
policy coordination and economic cooperation 
among the E11 members, that would result in 
obvious improvements in the general welfares of 
the E11.
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Figure 7.18  Korea’s monthly crude oil import volume and import value in 2015-2016
Source: WIND Database, Jan. 2017. 
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Debts

At present, high debt levels are the major obstacles 
to global economic recovery, which may face the 
economies including the E11 with the risk of a spiral 
circle of debt-deflation. Based on this study, public 
debt levels of the E11 economies are relatively low 
and there are great differences among their fiscal 
deficits. The debt levels of the private sector in 
emerging economies are high with a rising trend, 
which is related with the facts that loose monetary 
policies pursued by developed economies in the 
wake of the financial crisis led to the decrease of 
borrowing costs and the private sector of emerging 
economies expanded the borrowing scale. The 
overall scale of foreign debt of E11 declined, but 
some economies bore greater debt-service pressure. 

8.1  Public Debt Risks Being 
Controllable on the Whole
The ratio of government debt to GDP in the E11 was 
much lower than that in the G7. The public debt 
levels saw a rise in a different degree. The public 
debt level of Saudi Arabia grew most rapidly. There 
were great discrepancies in fiscal deficit of the E11 
economies. The fiscal deficit of some economies 
was at a high level with fast growth.

8.1.1  Public Debt Being at a Low Level but 
Some Economies Witnessing Rapid Growth

In terms of the ratio of government debt to GDP, 
the E11 economies’ government debt levels are 
much lower than those of the G7 economies’. In 
2016, the ratios of government debt to GDP in Brazil 
and India were relatively high, which were 78.3% 

and 68.5% respectively; the ratios of Russia and 
Saudi Arabia were lower, which were 17.1% and 
14.1% respectively (See Figure 8.1). The EU’s Stability 
and Growth Pact stipulates that the proportion of 
public debt to GDP shall be controlled within 60%. 
However, of the G7 economies, the ratio of Japan’s 
government debt to GDP reached 250.4% in 2016; 
even the lowest ratio was about 68.2% in Germany. 
In another word, the public debt levels of the G7 
have exceeded this standard. Compared with the 
G7 developed economies, the public debt levels 
of the E11 economies are lower with the levels of 
most economies below 60%, which indicates that 
the public debt levels of emerging economies 
are relatively controllable. Seen from the growth 
rate of the ratio of government debt to GDP, some 
economies witnessed a rapid growth rate. In 2013-
2016, other E11 economies except Turkey saw rising 
levels of public debt to varying degrees. The public 
debt level of Saudi Arabia has increased sharply. 
Although its ratio of public debt to GDP was the 
lowest, the ratio experienced a sharp rise for the 
past four years from 2.2% in 2013 to 14.1% in 2016 
with annual growth up to 87%. 

8.1.2  Some Economies Facing Relatively High 
Levels of Fiscal Deficit

Judging from the ratio of fiscal deficit to GDP, there 
exist great differences among the levels of fiscal 
deficit in the E11 economies. And compared with 
the G7 developed economies, some E11 economies 
have a high-level fiscal deficit. In 2016, Saudi Arabia 
saw the most terrible fiscal deficit, reaching 13.0%, 
followed by Brazil, with a fiscal deficit of 10.4%; 
Turkey’s fiscal deficit was quite low, which was about 
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Figure 8.1  Ratios of gross debt to GDP in the E11 and the G7 in 2013-2016
Note: The 2016 data are based on estimation. The ranking is based on the 2016 data. 
Source: IMF-WEO, Oct. 2016.

1.9% and Korea possessed the best fiscal condition 
with a fiscal surplus of 0.8%. The EU’s Stability and 
Growth Pact provides that the proportion of fiscal 
deficit to GDP shall be controlled within 3%. In 
2016, only Germany (a fiscal surplus of 0.1%), Italy 
(-2.5%), and Canada (-2.5%) met this standard. 
Among the E11 economies, Mexico (-3.0%), China 
(-3.0%), Indonesia (-2.5%), Turkey (-1.9%) and Korea 
(a surplus of 0.8%) reached this standard (See Figure 
8.2). Compared with the G7 economies, Saudi 
Arabia, Brazil, Argentina and India saw a relatively 
high-level fiscal deficit. Besides, the E11 economies 
saw a faster rise in the levels of fiscal deficit. Saudi 
Arabia witnessed the most significant change from 
a fiscal surplus of 5.8% in 2013 to a fiscal deficit of 
13.0% in 2016; Brazil’s fiscal deficit expanded from 
3.0% to 10.0% during the same period.

Sustained downturn of international oil 
prices was the reason that the levels of public debt 

and fiscal deficit of some economies grew fast. 
For instance, crude oil exports of Saudi Arabia 
accounted for at least three quarters of its total 
revenues but the collapse in oil prices dating from 
July 2014 badly hit its economy that was heavily 
dependent on crude oil industry, which not only 
revealed the vulnerability of its malformed industrial 
structure with over-sized petroleum industry, but 
also resulted in the change from fiscal surplus to 
fiscal deficit. In order to relieve the pressure on fiscal 
imbalance, Saudi Arabia takes policy measures in 
the aspects of increasing revenues and reducing 
expenditures with the purpose of cutting the fiscal 
deficit and realizing fiscal balance. Policies on raising 
revenues include: heightening charging standard 
for enterprises hiring foreign employees, pushing 
up municipal and visa fees, increasing retail prices 
of gasoline by 50%, issuing sovereign bonds on the 
international market for the first time,  and planning
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Figure 8.2  Ratios of general government net lending/borrowing to GDP 
in the E11 and the G7 in 2013-2016

Note: The 2016 data are based on estimation. The ranking is based on the 2016 data.
Source: IMF-WEO, Oct. 2016.

to impose a value-added tax of 5% in 2018. Policies 
on reducing expenditures include: decreasing 
allowances for civil servants, suspending, postponing 
and cutting infrastructure projects, delaying payments 
of due project money, curtailing subsidies on fuel, 
water and electricity, intending to adjust social 
welfare subsidy programs so as to only benefit 
low-income and middle-income groups. With the 
stabilizing and improving of international oil prices 
in the future, financial situations in Saudi Arabia is 
expected to become better. 

The excessively expansionary fiscal policies 
also give rise to heavy debt burdens and a high-
level fiscal deficit for some economies. In the past 
20 years, the growth of financial expenditures in 
Brazil was significantly higher than that of its GDP. So 
the Brazilian government had to make up for fiscal 
deficit by increasing revenues and tax categories, or 
balance the deficit by adding public debt. However, 
the huge fiscal deficit led to explosive growth 
of public debt, a high inflation rate and severely 

dampened market confidence and crimped domestic 
investment in Brazil, which made Brazil’s economic 
recession trapped in a self-fulfilling vicious circle in the 
end. To reverse the adverse situation, Brazil’s Senate 
approved a constitutional amendment in December 
2016 aiming to set a upper limit on public spending 
for governments at all levels. Based on the stipulation 
of this amendment, growth of financial expenditures 
of the Brazil’s federal government shall not surpass 
the inflation rate of the previous year in the following 
20 years. The approval of this amendment means that 
the president shall not adjust this limit by 2025, or the 
Constitution will be violated. It is good for the Brazil’s 
federal government to control public expenditures, 
contain the rising momentum of debt, and eventually 
realize fiscal balance and drive its national economy 
out of recession as soon as possible. 

The reason that the level of China’s fiscal 
deficit slightly expanded is China’s proactive and 
expansionary fiscal policies playing a more important 
role under the circumstance that the effect of the 
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monetary policies is held back due to the dual 
constraints of downward pressure on RMB and 
asset price bubbles. At the Central Economic 
Work Conference held in late 2016, the Chinese 
government explicitly proposed that “(China) 
wil l  continue to implement proactive f iscal 
policies and sound monetary policies”. With the 
continuous deepening of supply-side structural 
reform and steady promotion of “de-capacity, 
de-inventory, de-leveraging, reducing cost and 
strengthening the weakness”, it is estimated that 
the ratio of fiscal deficit to GDP in China is likely 
to exceed 3%. 

8.2  Private Debt Risks Deserving 
Vigilance
The debt levels in the private sectors of emerging 
economies are on a relatively high level and in the 
trend of improvement on the whole. It is closely 
related with the decline of borrowing costs caused 
by loose monetary policies adopted by developed 
economies after the financial crisis. In terms of 
proportion of private non-guaranteed debt to 
total external debt, the E11 performed differently. 
Brazil, Turkey and Russia had a higher proportion 
while Mexico, China and Argentina saw a lower 
proportion.

8.2.1  Private Debt Continuing to Rise

The debt levels in the private sectors of emerging 

economies are on a relatively high level and in the 
trend of improvement on the whole. According 
to Fiscal Monitor released by IMF in October 2016, 
the total debt in the world reached all-time highs 
for the moment, which accounted for about 225% 
of the global GDP by the end of 2015. The debt in 
private sectors exceeded two-thirds of the world’s 
GDP and showed the trend of improvement. Seen 
from the changes of private-sector debt levels in 
different stages, the nonfinancial private debt levels 
in the emerging economies maintained steady 
basically in 2002-2004, continued to rise in 2005-
2009, experienced a slight decline in 2010-2011 and 
returned to more than 60% in 2012-2015 (See Figure 
8.3). Especially after the financial crisis, developed 
economies adopted quantitative easing monetary 
policies to stimulate economic growth. Loose 
monetary policies not only caused rampant liquidity 
for the international market, but also lowered 
borrowing costs, which continually increased the 
lending of nonfinancial private sectors in emerging 
economies like the E11 with the debt levels keeping 
on a rise. With the slow economic recovery of 
developed economies, especially the US, the Fed 
entered the channel of interest rate hikes. Not only 
will it aggravate the debt burden on lenders, but it 
also will lead to the outflow of international capital 
from emerging economies including the E11 and
intensify fluctuations of international financial 
markets. In the practical context of slow growth, low  

 i 

Figure 8.3  Ratios of nonfinancial private debt to GDP 
in emerging market economies in 2002-2015 

Source: IMF (2016b).
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nterest rates, small trades, low oil prices and high 
debt levels, the trend of debt levels in the private 
sector that continuously hit new record highs will 
become unsustainable.

The condition of easing financing in the 
wake of the financial crisis incurred the constant 
expansion of corporate credit in some emerging 
market economies, particularly in China, and a 
rapid increase in private debt levels. In accordance 
with the data published by McKinsey, new loans 
in China’s households and nonfinancial enterprises 
in 2000-2007 were USD2.7 trillion, taking up about 
10% of total new loans in the world. The proportion 
of new loans in the US and other developed 
economies to the global new loans were 39% and 
42% respectively. In 2007-2013, this proportion in 
China skyrocketed to 47% (about USD10 trillion); 
thanks to the continuous deleveraging in the private 
sector since the financial crisis, the proportion 
of new loans in the US plunged to 3%; whether 
in terms of total volume or proportion, other 
developed economies including the EU witnessed 
a sharper fall in the debt levels in the private sector 
compared with the time before the financial 
crisis. The main reason for fast growth of debt in 
China’s private sector consists in a sharp increase of 
lending in nonfinancial enterprises. About 45% of 
debts were directly or indirectly related to the real 
estate market, and 50% of new loans came from 
the shadow banking system of low transparency. 
Furthermore, the expansion of car credit, housing 
mortgages, credit card popularity also led to a 
rapid increase in household debt levels. With the 
continuing growth of debts in the private sector 
and accumulation of debt risks, it admits of no delay 
for China to settle the problem of debt backlog. 
Therefore, China has made unremitting endeavor 
to reduce debt levels of the private sector on many 
levels. Policies at the micro level include supporting 
debt-for-equity swaps, mergers and acquisitions 
and debt restructuring in enterprises; the meso-
level policies involve perfecting the capital market 
system at stock and bond markets, and raising the 
proportion of direct financing; policies on the macro 
level are centered on the supply-side structural 
reform and promotion of “de-capacity, de-inventory, 
de-leveraging, reducing cost and strengthening 
the weakness”. At the Central Economic Work 
Conference in the end of 2016, China again clarified 
that reducing corporate leverage shall be the 

top priority in the aspect of deleveraging on the 
premises of controlling the total leverage; corporate 
marketization and legalized debt-for-equity swaps 
shall be supported, equity financing be reinforced, 
and debt leverage constraint on enterprises be 
enhanced so as to reduce corporate leverage. With 
the gradual decline of leverage in the private sector 
in the future, China’s economic growth will be more 
sound and sustainable.

The fluctuations in international bulk commodity 
prices face relevant enterprises in the Indian 
private sector with greater debt servicing pressures. 
According to reports of India’s rating and research 
agencies, one-third of 500 nonfinancial listed 
companies in India have failed to pay interest 
on debt in full by March of the 2015 fiscal year. 
Due to the slide in international bulk commodity 
prices in 2015, yields of the steel companies 
steeply declined with debt servicing pressures 
doubled; in the field of infrastructure construction, 
corporations, affected by delayed projects and 
rising construction costs, were confronted with 
operational cash flow pressures. It was difficult 
for the above corporations to get new loans from 
banks. At the same time, doubtful about solvency 
of corporations carrying huge debts, India’s public 
banks have no incentives to lend money. And once 
there is a disruption to business fund chain of a 
corporation, a debt crisis may be triggered.

8.2.2 Great Differences Existing in the 
Proportion of Private Non-guaranteed Debt to 
Gross Foreign Debt 

Seen from the proportion of private non-guaranteed 
debt to gross foreign debt ,  there are great 
differences among the E11 economies. In 2015, 
Brazil, Turkey and Russia saw a relatively high 
proportion, which were 57.9%, 48.3% and 47.8% 
respectively; Mexico, China and Argentina had 
a relatively low proportion, which were 21.9%, 
23.2% and 25.6% (See Table 8.1). In 2013-2015, 
the proportion of private non-guaranteed debt 
to gross foreign debt in China and Turkey grew 
rapidly with average annual growth of 19.3% and 
11.2% respectively while the proportion in South 
Africa, Brazil and Argentina sharply decreased. Of 
the E11 economies, despite such a low proportion 
in China, it rose fast in the past three years, which 
might have something to do with the acceleration 
in internationalization course of RMB in recent years. 
Based on the statistics of all-caliber foreign debt, 
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the RMB-denominated foreign debt accounts for 
almost half of China’s all-caliber foreign debt. Of 
the debt volume, non-resident deposits and RMB 
foreign debt in trade finance, as a major component 
of private non-guaranteed debt, make up around 
two-thirds. Non-resident deposits mainly refer to 
external liabilities resulting from the holding of 
RMB by foreign institutions which is kept in banks 
within China. RMB foreign debts in trade finance 
are external liabilities generated in domestic 
financial institutions in their provision of financing 

products to impor t and expor t enterpr ises. 
Nowadays, China has become the second largest 
economy in the world and RMB ranks sixth among 
the currencies for international payments. In the 
future, the proportion of RMB foreign debt to 
gross foreign debt will continue to rise and the 
proportion of private non-guaranteed debt to gross 
foreign debt will witness a rapid increase with the 
continuous improvement of China’s economic and 
financial openness and further enhancement of 
internationalization of RMB.

Table 8.1  Ratios of private non-guaranteed debt to gross foreign debt  
in some E11 economies in 2006-2015 (%)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Argentina 22.5 24.9 30.0 26.5 30.0 30.5 30.0 27.7 28.1 25.6 

Brazil 45.7 49.8 55.5 53.2 52.5 65.0 65.1 63.9 57.5 57.9 

China, People’s 
Republic of

19.7 22.0 26.8 22.8 52.7 15.1 18.2 16.3 19.8 23.2 

India 46.0 47.5 46.6 46.1 43.8 42.6 40.7 45.7 44.7 45.2 

Indonesia 34.4 32.8 31.2 30.5 29.6 31.7 30.6 32.9 34.6 34.6 

Mexico 22.5 24.2 22.6 23.0 21.4 24.2 20.9 22.0 22.4 21.9 

Russia 53.0 43.7 50.3 48.9 43.9 49.7 49.2 45.2 45.7 47.8 

South Africa 30.2 39.6 35.6 41.3 43.9 44.6 39.9 39.5 38.2 35.3 

Turkey 41.4 48.8 50.1 47.7 41.0 40.7 40.2 39.1 42.3 48.3 

Note: Gross foreign debt refers to the overdue debt for non residents in the form of foreign currencies, goods or service and is the total of 
public debt, public guaranteed debt and total private non-guaranteed long-term debt, loans on using IMF and short-term debt. Total 
private non-guaranteed debt refers to long-term foreign debt of private debtors without public entities providing guarantee for loan 
repayment. The data for Korea and Saudi Arabia are unavailable.

Source: WB-WDL, Dec. 2016.

8.3  Some Economies Facing 
Great Pressure on Foreign 
Liabilities Servicing
In terms of quarterly data, the size of foreign debt 
in the E11 economies has been reduced. Seen from 
the debt servicing ratio, some of the E11 economies 
are still faced with high pressure on debt servicing. 
In the light of the ratio of short-term external debt 
to international reserves, the E11 economies have 
a low ratio as a whole but some economies have a 
relatively high ratio. In 2015, such a ratio in Argentina 
reached 171.6%, deserving particular attention.

8.3.1  Scale of Foreign Debt Dropped

From the outstanding external debt, the size of 

foreign debt in the E11 dropped from USD5.04 
trillion in the third quarter of 2015 to USD4.97 
trillion in the second quarter of 2016. The data in 
the second quarter of 2016 indicates that China 
has the highest outstanding external debt, which 
is about USD1.4 trillion, followed by Brazil, an 
outstanding external debt of USD695.62 billion. 
The outstanding external debt of South Africa is the 
lowest, around USD132.43 billion (See Figure 8.4). 
In comparison, China’s outstanding external debt 
is twice that of Brazil and 10.5 times that of South 
Africa, which is closely related with the power status 
of China’s economy and trade. With the constant 
expansion of China’s economic scale, closer external 
trade contacts and orderly advancement of RMB 
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internationalization, China’s large scale of foreign 
debt will become the norm. Based on the data from 
the third quarter of 2015 to the second quarter 
of 2016, there are great growth discrepancies of 
the outstanding external debt among the E11 
economies. The growth of the debt in Argentina 
was up to 6.2%, increasing from USD157.27 billion to 
USD188.27 billion, while China’s size of outstanding 
external debt declined from USD1.53 trillion to 
USD1.39 trillion, which is also the main reason for 
the overall decline in the size of foreign debt in the 
E11. In terms of policy measures, to enrich financing 
channels for domestic market subjects and reduce 
financing costs for enterprises, the reform policies 
introduced by the People’s Bank of China and 
the State Administration for Foreign Exchange 
(SAFE) mainly include: vigorously boosting the 

openness of inter-bank bond markets as a means 
of facilitating the exchange settlement of foreign 
debt by Chinese companies; steadily promoting the 
prudent macro management of all-caliber cross-
border financing; further deepening the reform of 
foreign debt management and facilitating exchange 
settlement of capital projects. Based on the change 
trend of China’s all-caliber outstanding foreign debt 
since 2016, it is anticipated that the size of China’s 
foreign debt will experience stable growth with 
the expansion of business management and fund 
operation demand and implementation of the 
mentioned management reform of foreign debt as 
other facilitation measures, which will help advance 
cross-border capital flows and China’s balance of 
international payments.

Figure 8.4  Outstanding foreign debts of some E11 economies in Q3, 2015-Q2, 2016
Note: The data for Saudi Arabia is not available. The ranking is on the basis of the 2016Q2 data.
Source: Bank for International Settlements (BIS), Dec. 2016.

Brazil becomes one of the economies with 
relatively high foreign debt in the world, which 
has something to do with sharp fluctuations in 
international bulk commodities, gradual downturn 
of its national economy, a high fiscal deficit level of 
government, a high inflation rate and international 
payment unbalance over the years. Moody’s warned 
in July 2016 that excessive growth of external debt 
in Brazil that sees the fastest increase in foreign 
debt in Latin America, as a sovereignty foreign debt 
issuing country, will exert negative influence on 
its financial rating. From the structure of Brazilian 

foreign trade, primary goods including minerals, 
botanical products, food, beverage and tobacco 
account for more than half of its total exports, as 
the main force of Brazil’s exports. For one thing, 
reduction in global trade means the external 
demand flagged, hindering Brazil’s foreign trade; for 
another thing, the Fed enters a period of interest 
rate hikes and the appreciation of the US dollar 
brings about a slide in bulk commodity prices and 
reduction of Brazil’s export earnings. And the rise in 
costs of foreign trade finally leads to the size of its 
foreign debt hovering at a high level. It is worthy of 
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attention that the scale of Argentina’s foreign debt 
is relatively small but grows fastest. It is probably 
related with its continual hyperinflation rate and 
depreciation of Argentine peso. Meanwhile, the 
appreciation of the US dollar has further aggravated 
Argentina’s foreign debt burden.

8.3.2 Debt Servicing Ratio of Some Economies 
Being Relatively High

Judging from the indicator of debt servicing ratio, 
the debt servicing ratios among the E11 economies 
greatly differ from each other, and some economies 
are confronted with greater debt servicing pressures. 
In 2015, the debt servicing ratios of Brazil, Indonesia, 
Argentina and Russia were relatively high, which 
were 38.1%, 32.1%, 24.1% and 23.3% respectively 
(See Figure 8.5). All broke the internationally 
recognized warning line of 20%, which demonstrated 
that the four economies bore greater debt servicing 
pressures. If they failed to enlarge export revenues 
in goods and service trade or to reduce the 
payment of foreign debt principal and interest, risks 
of defaulting on external debt would continue to 
rise. China’s debt servicing ratio was the lowest, 
which was 4.7% in 2005. It showed that China’s 
pressure on foreign debt servicing was low and had 
a strong ability of debt servicing. In 2013-2015, the 
average annual growth of debt servicing ratio in the 

E11 economies was varied. Some economies saw a 
rapid increase. Russia’s debt servicing ratio rose year 
by year and grew fastest, reaching 71.0%; Indonesia 
followed, with growth of 28.2%; South Africa and 
Turkey went through negative growth, which was 
-15.1% and -38.8% respectively.

By economy, Brazil has the highest debt 
servicing ratio among the E11 economies, with a 
dramatic decline of its debt servicing ability in foreign 
currency. It is closely related with the accumulative 
depreciation of 49% in Brazilian real in 2015 which 
sharply increased its foreign debt burden. In spite 
of the small size of Brazilian public external debt, 
its capacity of external debt servicing in state-
owned energy and mining enterprises dropped 
and the foreign debt r isk of banking system 
increased, which may boost the risk of government 
contingent liability. In the meantime, considering 
the pressure on further depreciation of Brazilian real 
caused by continuous current account deficit and 
capital outflows, descending of coverage rate of 
international reserves in external financing demand, 
and marked weakening of government debt 
servicing capacity in foreign currency, Brazil’s debt 
servicing capacity in local and foreign currencies 
probably continues a declining tendency.

 

Figure 8.5  Changes in debt servicing ratio of some E11 economies in 2013-2015
Note: Debt servicing ratio=repayment of principal and interest for external debt/export earnings in goods and service trade based on 

balance of payment statistics in the same year. Total debt repayment of principal and interest refers to actual repayment of principal 
and interest in the form of goods or service, payment of interest for short-term debt and repayment of IMF loans (repurchase and 
charging). The data for Korea and Saudi Arabia are unavailable. The ranking is based on the 2015 data.

Source: WB-WDI, Dec. 2016.
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Debt servicing ratios of Indonesia and Russia 
are on a high level and increase slightly faster. Due 
to the slow recovery of the American economy 
and dollar ’s entry into an appreciation period, 
international investors one by one turn their capital 
to dollar assets, inflicting a rather big impact on 
the rupiah’s value which bears great depreciation 
pressure. Enhancing devaluation expectations will 
result in an increase in the repayment of principal 
and interest for mid- and long- term external 
debt and the payment of interest for short-term 
foreign debt denominated in dollar, which will 
definitely lead to a rise of Indonesia’s debt servicing 
ratio and keep the ratio at a high level under the 
circumstance that its exports of goods and service 
trade shrink. Such factors like plunge of international 
bulk commodity prices, especially crude oil prices in 
2015, unsettled sanctions from the US and European 
countries, massive capital flight and steep decline 
in Russian ruble play a significant role in the rapid 
increase of Russia’s debt servicing ratio and the 
hovering of debt servicing pressures.

8.3.3  Proportion of Short-term Foreign Debt 
to International Reserves Being Low

In terms of the proportion of short-term foreign 
debt to international reserves, the proportion in the 
E11 is relatively low in general but some economies 
have a higher proportion. In 2015, such a proportion 
in Argentina was the highest, up to 171.6%, followed 
by Turkey’s, which was 92.5%; Russia’s proportion 
was the lowest, about 11.5% (See Figure 8.6). The 
sanctions from the US and European countries in 
2014 gave rise to vast international capital flight, 
but Russia’s international reserves used for servicing 
short-term external debt were still abundant with 
low risk of defaulting on foreign debt. Seen from 
the change in the proportion of short-term foreign 
debt to international reserves, Brazil and Argentina 
witnessed a fast growth in 2013-2015, increasing 
from 9.3% and 120.2% to 14.7% and 171.6% 
respectively with average annual growth of 25.4% 
and 19.5%. In comparison, this proportion in China 
witnessed minor change, only with a slight decline.

 

Figure 8.6  Proportion of short-term foreign debt to international reserves 
in some E11 economies in 2013-2015

Note: Short-term foreign debt does not include the debt assumed to be repaid in one year or less and default interest of long-term debt. 
International reserves include gold reserves. The data for Korea and Saudi Arabia are unavailable. The ranking is based on the 2015 
data.

Note: WB-WDI and BIS, Dec. 2016.

Actual trade supports and abundant foreign 
exchange reserves are the major reasons that China 
has smaller foreign debt servicing pressures. On 
the one hand, more than half of China’s short-term 
foreign debt is related to foreign trade, like trade 
financing of banks, trade credit among enterprises, 

long-term letters of credit, agent payment by 
overseas institutions and short-term notes. Some 
external debt is supported by real trade contacts 
with relatively limited servicing risks. On the other 
hand, China’s international reserves, especially 
foreign exchange reserves, are much plentiful. Even 
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though recently lots of foreign exchange reserves 
are used for intervening in the RMB depreciation, 
China still holds USD3.01 trillion of foreign exchange 
reserves by the end of December 2016, as the 
world’s largest foreign exchange reserves. Therefore, 
China faced with a relatively low risk of defaulting on 
short-term foreign debt. In recent years, Argentina 
has been afflicted with sluggish economic growth 
and high inflation rate. Because of deterioration of 
international balance of payments and huge fiscal 
deficit, Argentina is confronted with high pressure 
on external debt servicing. In particular, with the 
appreciation of the US dollar, downward pressure on 
Argentine peso continually increases. With outflows 
of international capital and reduction in foreign 
exchange reserves, the risk of a second debt default 
has risen in Argentina.

The main reasons for deterioration of Turkey’s 
debt servicing environment and the risk of its declining 

servicing capacity lie in the following aspects. First, 
intensification of domestic contradictions, increase 
of geopolitical risks, slowdown of economic growth 
and turbulence in financial market lead to rise 
in financing costs and increased risks in external 
liquidity, further posing a threat to government 
wealth creation and debt servicing sources. Second, 
significant expansion of spending on wage, social 
security and national defense and a sharp decline in 
privatization income confront government finance 
with a payment imbalance. Third, buffer capacity 
of international reserves is seriously insufficient. 
Considering high capital outflows and downward 
pressure on Turkish lira in the short term, Turkey’s 
external liquidity faces severe challenges. All in all, 
the heavy burden of external debt and rapid growth 
of short-term debt bring about a rise in the risk of 
foreign debt servicing in Turkey.
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Chapter 9
Financial Market

The financial markets of the E11 continuously 
remained turbulent in 2016. Affected by monetary 
policy adjustments of the US Federal Reserve 
and their own domestic economic operations, 
the currencies of the E11 extensively depreciated 
against the dollar. The yield on 10-year treasury 
bonds in some E11 economies  declined, but there 
emerged signs that their national debt markets came 
to stabilize. On the whole, the yield on treasury bond 
in the E11 still stayed at a relatively high level. The 
majority of the E11 economies  witnessed a rising 
stock index, but their stock markets still experienced 
large fluctuations. Housing prices in several E11 
economies  witnessed fast growth and the risks 
bred at real estate markets were on the continuous 
rise. Under the repercussions of Fed’s continuous 
monetary policy adjustments, the further fermenting 
of the Brexit aftermath, the financial markets of the 
E11 will face continuing fluctuations. 

9.1  Local Currency against 
US Dollar Facing Continuous 
Depreciation
Compared with 2015, the currencies of the majority 
of the E11 economies  considerably devalued 
against the dollar in 2016. The dollar index change 
is still an important external factor to influence the 
exchange rates of the E11 currencies. Influenced 
by a stronger dollar cycle in the future and their 
own economic situations, the currencies of the 
E11 will continuously face depreciation pressures, 
and this will bring multiple challenges to the E11 
economies. 

9.1.1  The Currencies of the E11 Economies 
Generally Devalued against the Dollar

Except for Saudi Arabia that continuously pegs 
its currency to the fixed dollar exchange rate, the 
currencies of the majority of the E11 economies 
devalued against the dollar to some extent 
compared with 2015. Of them, the currencies of 
Argentina, Mexico and South Africa witnessed 
considerable deprecation against the dollar, or 
losing 59.8%, 17.8% and 15.3% respectively in 2016. 
Argentina’s currency in particular, lost much more 
than it did in 2015, breeding rising possibility of a 
currency crisis. Turkish lira and Russia’s ruble also lost 
11.0% and 10.0% against the dollar respectively. The 
currencies of other E11 economies also depreciated 
against the dollar to a different degree. 

Despite general currency devaluations of the 
E11 economies against the dollar in the whole of 
2016, such kind of pressures in some economies 
gradually decreased and some currencies even 
showed signs of revaluation. India’s rupee lost 8.5% 
year-on-year against the dollar in the first quarter of 
2016, year-on-year devaluation decreased to 2.3% in 
the fourth quarter of the year. Brazil’s real, Indonesia’s 
rupiah, Korean won, Russia’s ruble, South Africa’s 
rand all saw year-on-year exchange rate growth 
against the dollar at the end of 2016. Nevertheless, 
Argentina’s peso, China’s yuan and Turkish lira still 
faced immense depreciation pressures against the 
dollar in the fourth quarter of 2016. 

The currencies of other developed economies 
have also suffered considerable exchange rate 
fluctuations against the dollar. In 2016, the Japanese 
yen gained 10.1% against the dollar while the pound 
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lost 13.2% against the dollar. The yen’s revaluation 
stemmed from its strengthened hedging function 
whi le  the pound’s  devaluat ion was mainly 

attributed to the influence of Brexit. All this could 
testify international financial market turbulences 
(See Table 9.1).

Table 9.1  Year-on-year rates of change of nominal exchange rates against US dollar
of the E11 and major developed economies in 2016 (%)

2016 2016Q1 2016Q2 2016Q3 2016Q4

Argentina 59.8 67.0 59.5 62.3 51.7

Brazil 4.9 37.2 14.1 -8.2 -14.4

China, People’s Republic of 6.7 6.6 6.8 6.4 7.0

India 4.7 8.5 5.4 3.1 2.3

Indonesia n.a. 5.7 1.4 -5.2 n.a.

Korea, Republic of 2.6 9.3 6.0 -4.3 -0.1

Mexico 17.8 21.0 18.0 14.2 18.2

Russia 10.0 20.0 25.1 2.6 -4.3

Saudi Arabia 0 0 0 0 0

South Africa 15.3 34.9 24.3 8.2 -2.1

Turkey 11.0 19.7 8.7 3.9 12.9

Canada 3.6 10.6 4.8 -0.3 -0.1

Eurozone 0.3 2.2 -2.2 -0.4 1.5

Japan -10.1 -3.0 -10.8 -16.2 -10.2

UK 13.2 6.1 6.8 18.0 21.6

Note: Direct quotation relative to the dollar is adopted, >0 means depreciation, and <0 means revaluation while “n.a.” means the data are 
unavailable. 

Source: IMF-IFS, Jan. 2017. 

The actual effective exchange rates of E11 
currencies also showed differentiated fluctuation 
trends. In 2016, the actual effective exchange rate 
of Brazil’s real, Indian rupee, Indonesia’s rupiah, 
Korean won, Russia’s ruble and South Africa’s rand 
was generally on a “downward first and upward 
later” tendency, while the actual effective exchange 
rate of China’s yuan was in a “upward first and 
downward later” course and Turkish lira showed a 
“downward at two ends of the year and upward in 
the middle” trend. Argentina’s peso and Mexican 
peso, nevertheless, saw a considerable decline in 
terms of their actual effective exchange rates, which 
decreased by 11.7% and 14.7% respectively by 
December 2016. 

9.1.2  Internal and External Factors Affect 
Exchange Rate Fluctuations

The exchange rate changes of E11 currencies 
have been mainly influenced by both domestic 
and international factors. From an international 
perspective, changes in Fed’s monetary policies 

and expectations are important external factors 
to influence the exchange rate changes of the 
E11 economies. From a domestic perspective, 
the changes of such economic determinants as 
economic growth, inflation and interest rates can all 
exert an impact on the exchange rate tendency of 
the E11.

First ,  the dollar index change is sti l l  an 
important external factor to influence the exchange 
rates of the E11 currencies. As market expectations 
warmed up in the fourth quarter of 2015 for the 
Fed to raise interest rates and the first rate hike 
finally made by the Fed in December 2015, the 
first one since the global financial crisis, the dollar 
index rapidly rose by 4.4% in January 2016 from 
the October 2015 level. This caused the exchange 
rates of several currencies of the E11 economies to 
considerably depreciate against the dollar in the 
first quarter of 2016. Nevertheless, as the effects of 
interest rate hikes by the Fed gradually subsided, 
the dollar index began gradually declining and 
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depreciation pressures on the currencies of the 
E11 against the dollar also weakened. However, 
as expectations for interest rate hikes by the Fed 
once again warmed up afterwards, the dollar index 
again climbed by a large margin. Compared with 
September 2016, the dollar index again went up by 
5.9% in December 2016, sparking a new round of 
devaluations of the E11 currencies against the dollar 
in the fourth quarter of 2016.

Second, the internal economic conditions of 
the E11 economies are another important factor 
to influence their exchange rate tendency. The 
E11 economies generally continued their low-
speed economic growth momentum in 2016 and 
in the context of a strong dollar this decided that 
the currencies of the E11 would remain weak. 
Nevertheless, the internal economic conditions 
of the E11 economies also offered supports to 
their stable and even stronger exchange rate 
trends. The first is a relatively high interest rate 
level. For example, benchmark interest rates are 
on downward track in Brazil and Russia, but still 
stay above 10%. To defuse currency depreciation 
pressures brought about by the Fed’s move to raise 
interest rates, some economies also hope to raise 
their interest rates in response. For example, several 
interest rate hikes continuously made by Mexico in 
2016 to some extent helped mitigate its currency 
depreciation pressures. The second is improving 
economic conditions in some E11 economies. Since 
the onset of 2016, economic conditions in some 
E11 economies have turned better. Even in Russia 
and Brazil, two economies that are still suffering 
negative economic growth, but the extent of their 
economic recession has been lowered. The third is 
stabilizing and recovery of bulk commodity prices. 
The majority of the E11 economies depend on bulk 
commodity exports, so recovery of bulk commodity 
prices not only benefit their economic recovery but 
also help restore confidence of international capital 
in these economies and thus offer certain props to 
their exchange rates.

9.1.3  Currency Depreciations Adding 
Difficulties to Policy Operation

To sustain exchange rates of home currencies, the 
emerging economies including the E11 have to 
mobilize international reserves and other means to 
intervene in their foreign exchange markets. For this 
purpose, some economies have consumed large 
volumes of international reserves. To stabilize yuan 

exchange rate, China used a lot of foreign reserves 
in 2016, resulting in a considerable decline of the 
reserves. By the end of 2016, China’s foreign reserves 
dropped to USD 3.01 trillion, approaching the USD 3 
trillion level and with a cumulative decrease of USD 
319.8 billion in the full year. Seen from the full-year 
picture, the use of foreign reserves by the People’s 
Bank of China to stabilize the yuan exchange rate 
market is the most important reason for its declining 
scale of foreign reserves.1 Facing considerable 
depreciations of Turkish lira, Turkey’s central bank 
urgently lowered its foreign exchange reserve 
requirement ratio by 50 basis points in January 2016, 
lowered interbank lending quota to TRY22 billion, 
and announced that if necessary it would take extra 
measures to check excessive market fluctuations. 
In the face of depreciation pressures on Mexican 
peso, Mexico’s central bank also imposed active 
interventions in peso exchange rate. In January 
2017, Mexico conducted new foreign exchange 
market interventions since February 2016. Under 
growing depreciation pressures on home currencies, 
the central banks of Turkey and Mexico also 
attempted to stop currency devaluations through 
raising interest rates, which have undoubtedly 
created obstacles to their economic recovery. 

9.2  Treasury Bond Markets 
Generally Turning Better
The yield on treasury bonds is an important gauge 
of the treasury bond market, which reflects a 
country’s capital market preference and market 
participants’ economic and liquidity expectations. In 
developed market economies, the yield on treasury 
bond market has become a benchmark interest rate 
of the financial market and a wind vane for investors 
to judge market trends. 

9.2.1  Differentiated Change of Treasury Bond 
Yields 

There were still relatively big differences in terms 
of the absolute level of treasury bond yield in the 
E11 economies in 2016. If the 5% is used for a 
benchmark level, the yield on China’s and Korea’s 
10-year treasury bonds has long been below the 
level, and Argentina’s yield on treasury bond also 
further fell below the level in 2016 after suffering a 
considerable decline in 2015. In December 2016, 
1 State Administration of Foreign Exchange. A press briefing on 

the changes of China’s foreign reserves by a SAFE head in 
December 2016. [2017-01-07]. http://www.safe.gov.cn.
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the 10-year treasury bond yield rate in Argentina 
already declined to 2.2%, one of the E11 economies 
with the lowest yield on treasury bond. The E11 
economies with such a return rate exceeding 5% in 
2016 included Brazil, India, Indonesia, Mexico, Russia 
and Turkey. Of these economies, Brazil and Turkey 
were still the E11 economies reaping the highest 
treasury bond yield rate, which was still as high as 
approximately 11% in December 2016.

Seen from the change trends, some E11 
economies showed a downward rate of return. The 
yield rate in Argentina fell to 1.75% in December 
2015, but rose somewhat in the first half of 2016. 
It afterwards once again slid below 3%. The rate 
of return in Brazil was at a high level, but slid 
remarkably in the second half of 2016, declining 

from 16% in January 2016 to 11.46% in December 
2016. India also saw an obvious decline in its yield 
on 10-year treasury bond, going down from 7.78% 
in January 2016 to 6.52% in December 2016. The 
rate of return also saw a decline from 10.3% to 
8.38% in Russia during the same period. Other 
E11 economies almost saw a “rise-first-fall-later” 
tendency in terms of their yield on 10-year treasury 
bond. For example, the yield in Turkey bond fell 
from 10.54% in January 2016 to 9.03% in June 
but climbed to 11.09% in December. Such E11 
economies as China, Indonesia, Korea and Mexico 
also experienced a similar trend. Seen from the full 
2016, these economies except Indonesia all saw a 
rise in their yield on 10-year treasury bond to some 
extent (See Figure 9.1).

Figure 9.1  The yields on 10-year treasury bonds in some E11 economies in 2015-2016 
Source: WIND Database, Investing.com (http://cn.investing.com), Jan. 2017.
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9.2.2  Factors to Influence Yields on Treasury 
Bond

Economic fundamentals serve as a middle- and 
long-term factor to influence yields on treasury bond 
and determine its cyclical fluctuations. In recent 
years, China, Korea, India and Mexico have generally 
maintained steady economic growth, which has 
stabilized their yields on treasury bonds and kept it 
at a relatively low level. In comparison, Russia and 
Brazil have got bogged down in economic recession 
and lingering economic turbulence has continuously 
kept their treasury bond yield at a high level. 
Generally speaking, given that almost the emerging 
economist are in a period of high-speed economic 
development, with a relatively high potential 
economic growth rate and capital return rate, their 
yields on treasury bonds is extensively higher than 
that of developed economies.

Aside from economic fundamentals, other 
factors exert an impact on yield on treasury bonds 
in the short term. The first one is monetary policy. 
When central banks lower interest rates, lower 
interest rates will boost prices of treasury bonds 
and thus cause their yield to decline. Consequently, 
the yield on treasury bonds changes in the same 
direction as central banks’ interest rates do. In 
2016, interest rates in Russia and Brazil were on a 
downward track, and thus their treasury bond yield 
also generally went downward, while rising interest 
rates in Mexico and Turkey also caused their yields 
on treasury bond generally to go upward. 

The second one is the impact of the economic 
policies of developed economies. While bringing 
down treasury bond yield, the ultra-low interest rate 

level of developed economies has also motivated 
international capital to endlessly flock into the 
treasury bond market of the emerging economies 
in a bid to pursue a higher rate of return. This to 
some extent lowers the general yield on treasury 
bonds in the emerging economies. At the same 
time, the changes in the US’ treasury bond market 
as the global benchmark also bring an impact to the 
treasury bond market of the emerging economies. 
The y ie ld  on 10-year  t reasur y  bond began 
skyrocketing in the US in the second half of 2016, 
with a cumulative rise of one percentage point 
from July to December 2016. This is viewed as an 
important reason why the majority of the emerging 
economies saw a considerable rise in their treasury 
bond yield in the second half of 2016. 

The third one is the impact of sovereign 
credit rating. Judging from sovereign credit rating 
made by Standard & Poor’s (S&P), most of the E11 
economies were given stable rating in 2016. The 
rating on China, India, Indonesia, Mexico, Russia 
and South Africa remained the same as the last 
one, demonstrating their treasury bond market 
generally remain stable. Compared with the last 
one, Argentina and Korea received better rating 
from S&P in 2016. Particularly since it announced in 
2016 that it had formally walked out of debt default, 
Argentina’s sovereignty credit rating was elevated 
by S&P from selective default to B-, which played a 
crucial role in the considerable decline of its treasury 
bond yield. Nevertheless, the sovereign credit 
rating of Brazil, Saudi Arabia and Turkey has been 
downgraded, which is compatible with their high-
level treasury bond yield (See Table 9.2). 

Table 9.2  The change of sovereign credit ratings of the E11 

Latest rating Outlook Date of rating Last rating Data of last rating 

Argentina B- Stable 2016/5/6 SD 2014/7/30

Brazil BB Negative 2016/2/17 BB+ 2015/9/9

China, People’s Republic of AA- Negative 2016/3/31 AA- 2010/12/16

India BBB- Stable 2014/9/26 BBB- 2012/4/25

Indonesia BB+ Positive 2015/5/21 BB+ 2013/5/2

Korea, Republic of AA Stable 2016/8/8 AA- 2015/9/15

Mexico BBB+ Negative 2016/8/23 BBB+ 2013/12/19

Russia BB+ Stable 2016/9/16 BB+ 2015/1/26

Saudi Arabia A- Stable 2016/2/17 A+ 2015/10/30
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Seen from the trend of 10-year treasury bond 
yield, the treasury bond market in Argentina, Russia 
and Brazil that suffered turbulences in the past is 
gradually coming to stabilize. Argentina gradually 
walked out of a debt crisis disturbance in 2016. 
Credit rating agencies successively upgraded 
Argentina’s sovereign credit rating, with S&P 
changing its credit rating on Argentina from SD 
to B-, and Moody’s and Fitch also upgrading their 
ratings of Argentina to B3 and B respectively in 
2016. In April 2016, the Argentine government 
issued USD15 billion in sovereign bonds, but 
international investors had a subscribing intention 
as high as USD62 billion, and the final issuance 
volume was USD16.5 billion. It meant that Argentina 
once again returned to the global bond market 
after a 15-year-long interval. In May 2016, Russia’s 
Ministry of Finance also announced it would issue 
a batch of 10-year Eurobond, the first time Russia 
issued Eurobond since 2014 when the West imposed 
sanctions on it. In October 2016, Saudi Arabia also 
for the first time issued bonds to the international 
capital market, gaining popularity from international 
investors. As domestic economic conditions improve 
and prices of international bulk commodities come 
to stabilize and recover, investor confidence in the 
treasury bond market of the emerging economies 
will be further restored, which will contribute to the 
stability of their treasury bond market.

9.3  Stock Markets Remain 
Volatile
Stock market is usually viewed as a barometer of 
the economy, in that investors usually take into 
account enterprises’ future performance as bases 
for investment. Economic fundamentals, monetary 
policies and the change of international financial 
market can produce direct influences on the stock 
market of the E11 economies. 

9.3.1  Scale Expansion of the Majority of Stock 
Markets 

The stock market of the majority of the E11 
economies saw a scale growth in 2016. Despite 
lackluster economic growth performance, the stock 
market of Argentina, Brazil and Russia experienced a 
considerable growth, up by 37.0%, 29.0% and 28.4% 
respectively from the 2015 level. Indonesia, South 
Africa and Turkey also registered growth by a large 
margin in terms of their stock market. 

China is the only E11 economy that saw a 
dwindling stock market value, with the total stock 
market value of its Shanghai and Shenzhen stock 
bourses amounting to CNY50.76 trillion, a decrease 
of 4.4% from 2015 (See Figure 9.2). The shrinking 
of China’s stock market scale mainly stems from its 
equity market turbulences in early 2016, affected 
by which the total stock values at China’s Shanghai 
and Shenzhen stock bourses drastically lost 24% 
in January 2016 from the December 2015 value. 
China’s stock market value also contracted month-
on-month in February, April,  September and 
December of 2016. 

9.3.2  Stock Markets Still Experienced Large 
Fluctuations

Stock indexes in the majority of the E11 economies 
experienced a rise in 2016. After experiencing 
fluctuations in 2015, the stock markets of the E11 
all recovered to a different degree in 2016. From 
December 2015 to December 2016, the stock 
indexes of Russia, Argentina and Brazil regained 
52.2%, 44.9% and 38.9% respectively, ranking among 
only a few fastest-growing global stock markets 
(See Figure 9.3). Indonesia, Turkey and Mexico also 
saw a considerable rise in their stock indexes. In 
comparison, only the stock indexes of China and 
South Africa suffered a decline, losing 11.3% and 
0.1% respectively in December 2016 compared with 
December 2015. 

Latest rating Outlook Date of rating Last rating Data of last rating 

South Africa BBB- Negative 2015/12/4 BBB- 2014/6/13

Turkey BB Stable 2016/11/4 BB 2016/7/20

Note: SD means selective default; S&P gave Turkey three ratings in 2016, and aside from the two ratings contained in the table, another one 
was given on May 6, 2016, in which Turkey was graded as BB+ with a stable outlook, while the most recent rating in other years was 
made on February 7, 2014, in which Turkey was graded as BB+. 

Source: global-rates.com (http://www.global-rates.com/), Jan. 2017.

continued
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 Figure 9.2  Growth rate of the stock market value of the E11 in 2015-2016
Note: The data sources for stock market value in relevant economies are from: Buenos Aires Stock Exchange, Argentina (BCBA); Sao Paulo 

Stock Exchange, Brazil; Shanghai Composite Index and Shenzhen Stock Exchange, China; National Stock Exchange of India (NSE); 
Indonesian Stock Exchange (IDX); Korean Stock Price Index (KOSPI); Bolsa Mexicana de Valores (BMV); Moscow Exchange; 
Saudi Stock Exchange; Johannesburg Stock Exchange (JSE); Borsa Istanbul, Turkey. The data used in Figure 9.2 are the 2016 data 
and the ranking is based on the 2016 data.

Source: CEIC, Jan. 2017. 

Figure 9.3  Stock Indexes of the securities markets of the E11 in 2015-2016 
Note: Stock index choices in the E11 are as follows: Buenos Aires Stock Exchange Merval Index, Argentina; Sao Paulo BM & FBOVESPA 

Index, Brazil; China CSI 300 Index; Bombay Stock Exchange’s Sensitive 300 Index; Indonesia IDX Composite Index; KOSPI Index, 
Korea; Mexico Stock Exchange Index; Russia Stock Market Index; Saudi Stock Exchange Benchmark Index; Johannesburg All-Share 
Index, South Africa; Istanbul Stock Exchange 100 Index, Turkey. The stock index in January 2015 was 100.

Source: CEIC, Jan. 2017. 

There are still possibilities for the stock market 
of the E11 to see relatively big fluctuations, especially 
those that have witnessed a considerable rise. The 
stock index in Brazil once saw a 17% month-on-month 
growth (March 2016) and also saw a 10.1% month-
on-month decline (May 2016). The month-on-month 
growth and decline in Argentina was also respectively 
16% and 7.6%. Such a similar scenario also occurred 

in Saudi Arabia, Russia and India. China’s stock market, 
however, experienced much fiercer fluctuations in 
2016. Under the influences of the Circuit Breaker 
mechanism, capital flight and plunging confidence, 
China’s stock market steeply plunged in early 2016, 
with the Shanghai Composite Index losing as much 
as 18.9% cumulatively in the first two weeks of 
January 2016, and CSI 300 Index tumbling by 21% 
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in January 2016 from December 2015. Nevertheless, 
under the influences of such factor as return of funds, 
good policies and declining expectations for Fed to 
raise interest rates, CSI 300 Index rebounded by 11.8% 
in March 2016. Drastic stock index fluctuations are a 
reflection of stock market instability in the emerging 
economies. 

9.4  Property Market Risks 
Accumulating
Housing prices notably differentiated among the E11 
economies in 2016, with prices in some economies 
experiencing a drastic rise while a considerable 
decline in some other economies. In the meantime, 
targeted real estate policies taken by the E11 played 
a role in stabilizing the housing market, but risks at 
the market were still continuously piling.

9.4.1  Alternating Between Rise and Fall of Real 
Estate Prices

Real estate markets continuously remain differentiated 
among the E11 economies, and global real estate 
continuously takes on a slow recovery momentum. 

According to IMF statistics, global housing price 
index was 155.95 in the third quarter of 2016, a rise 
of 2.5% year-on-year, and currently housing price 
index has almost restored to the level before the 
global financial crisis.  

Judging from 2016, housing prices in the E11 
economies also showed different features. The first 
one is alternation between price rise and fall. In the 
second quarter of 2016, housing prices dropped by 
20.3% and 12.5% year-on-year respectively in Brazil 
and Russia, and also declined to a different extent 
in South Africa and Indonesia (See Figure 9.4). In 
comparison, housing prices in Turkey, Mexico, China, 
India, and Korea basically showed the same trend as 
global housing prices did, with price growth in some 
economies even exceeding the global average 
growth level. The second one is huge differences 
among domestic regions of the E11 economies. For 
example, in China, housing prices in its first-tier and 
key second-tier cities have kept soaring, but prices 
in some second-tier and the majority of third-tier 
and fourth-tier cities have stagnated and even seen 
negative growth due to huge destocking pressures. 

Figure 9.4  Actual growth rates of housing prices of some E11 economies in 2016 
Note: The data for South Africa and Turkey are the Q3 2016 data while other economies are the Q2 2016 data. 
Source: IMF-Global Housing Watch, Feb. 2017. 

9.4.2  Differentiated Implementation of Real 
Estate Policies

The housing price trend of the E11 economies is 
closely related to their monetary policy trend. Rising 
housing prices in some E11 economies are to some 
extent caused by credit expansion under a relaxed 
monetary policy. For example, China’s domestic 

credit grew by 23.8% year-on-year in 2015 and 
rose by 25.4% and 24.7% respectively in the first 
two quarters of 2016. Although it slowed slightly 
in the third quarter of 2016 but still grew by 23.0%. 
Domestic credit in Mexico grew by 20.1% year-
on-year in the second quarter of 2016, far higher 
than its growth in previous years. In comparison, in 



Chapter 9
Financial Market

107

Indonesia and South Africa where housing prices 
saw a decline year-on-year, domestic credit growth 
gradually declined in 2016. 

The trend of housing pr ices in the E11 
economies is also under the influence of foreign 
investment. Due to their huge growth potential, the 
real estate markets of the emerging economies have 
been receiving attention from foreign investors, 
and the inflow of foreign capital has also boosted 
their price hikes. For example, Turkey’s robust 
property price rises in 2016 were partly attributed 
to large-scale inflow of foreign capital, while Brazil’s 
economic and political uncertainties in 2016 dealt a 
blow to foreign investors’ confidence.

Faced with different real estate market trends, 
the E11 economies have also adopted differentiated 
policy measures. In the context of increasingly 
differentiated real estate market developments, 
China has emphasized “classified regulation and 
differentiated policies targeting different cities”. For 
second-, third- and fourth-tier cities that face relatively 
big destocking pressures, the Chinese government 
has worked out a series of stimulation policies, 
including lowering the percentage of down payment 
for home buying in cities without a ban on houses 
buying qualification and lowering contract tax to 
continuously release residents’ potential demands 
and promote destocking in the real estate sector. 
Targeting those first-tier cities that have experienced 
a considerable rise in housing prices, central and local 
governments have intensively adopted regulatory 
policies, including such measures as buying limitation, 
loan restriction and increasing land supplies in a bid 
to curb the over-fast growth of housing prices. To rein 
in the drastic growth of household debts caused by 
the rapid development of the housing market, the 
Korean government has also tightened real estate 
policies through raising the percentage of down 
payment, formulating a ban on housing loans and 
extending holding time of properties for resale. In the 
face of sliding real estate development, Indonesian 
government has taken such measures as loosening 
percentage of down payment and relaxing limitations 
on foreigners’ investment, to promote the growth of 
the housing market. 

9.5  Development Uncertainty 
Increased
The domestic and external environment facing 

the E11 economies will be more complex in 2017. 
From the perspective of international environment, 
global economic recovery is still slow, economic 
policy uncertainties in the US, Britain and other 
developed economies have risen by a large margin, 
the aftermaths of Donald Trump’s election as US 
president and Brexit will further ferment, and the 
sentiment of populism and anti-globalization will 
continuously spread with the holding of elections 
in several European economies. Of these factors, 
the Fed’s monetary policy change will still be an 
important external factor to influence the financial 
market trend of the E11 economies. After two 
interest rate hikes respectively in 2015 and 2016, 
the Fed will continue its process of raising interest 
rates in 2017, and the dollar will continuously keep 
a strong momentum. Uncertainties involving the 
timing and rhythm of Fed further raising interest 
rates will aggravate fluctuations of the dollar index, 
but the general trend of a strong dollar will not 
change. The tightening of global financial conditions 
will increase global financial market fluctuations, 
and this will bring unavoidable impacts to the 
financial markets of the emerging economies. From 
the perspective of domestic environment, economic 
recovery and growth of some E11 economies are 
sluggish and their inflation rates have risen and debt 
risks have continuously accumulated, which will 
probably exacerbate financial market fluctuations of 
the E11 economies. 

In the context of the dollar continuously going 
strong, the currencies of the E11 will continuously 
face depreciation pressures. Pressures on currency 
depreciation usually affect economic development 
via the two major channels of trade and finance. 
Seen from the trade channel, devaluation of home 
currencies is favorable to the export of the emerging 
economies, but under the influence of the factor 
that trade contracts cannot be changed within 
a short time, this may cause their international 
payment deficit at current account to increase 
or surplus to decrease.1 From the perspective of 
financial channel, depreciation of home currencies 
will cause capital flight, increased pressures on 
1  After depreciation of home currencies, import and export 

volumes will not obviously change in the early time due to 
viscosity of consumption behaviors. Therefore, home currency 
depreciation will cause a relative decrease of a country’s export 
revenue and a relative rise of import expenditures, thus resulting 
in worsening of its current account balance of payment. Only 
after a period of time, home currency depreciation can play 
its role in improving a country’s current account balance of 
payment. This is called the “J-Curve Effect”. 
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dollar-denominated debts, and falling domestic 
asset prices, thus adding to financial risks in the 
emerging economies. In a report that makes 
comparisons between trade effects and financial 
effects caused by home currency deprecation, 
the Bank for International Settlements finds that 
currency devaluation usually stimulates economic 
activities through the trade channel while curbing 
economic activities through the financial channel. 
For the majority of the emerging economies, 
the financial channel effects brought about by 
home currency depreciation will offset its trade 
channel effects. That is to say, for the majority of 
the emerging economies, devaluation of home 
currencies will result in slowdown of their economic 
growth.1 

Raising interest rate hikes by the Fed is still 
the largest uncertain factor facing the treasury 
bond market of the E11 economies. Interest rates 
hikes of the dollar will cause international capital to 
flow back to the US and reduce fund flows to the 
treasury bond market of the emerging economies. 
Once hedge funds withdraw on large scale, prices of 
treasury bonds of the emerging economies will fall 
and their rate of return will rise. Short selling of their 
treasury bonds may occur in a serious scenario and 
thus add risks to their treasury bond markets and 
even trigger off a debt crisis. 

The stock markets of the E11 economies will 
continuously have adjustments amid fluctuations. 
With a considerable rise in their stock indexes, the 
stock markets of some E11 economies now face 
mounting risks. For example, Argentina’s stock 
market has witnessed fast development over 
the recent two years, and the Buenos Aires Stock 
Exchange Merval Index rose to 16917.9 in December 
2016, an increase of 99.3% from that of January 
2015. Argentina’s current economic fundamentals 
do not support such kind of high-degree stock 

1  Kearns J, Patel N. Does the Financial Channel of Exchange 
Rates offset the Trade Channel? BIS Quarterly Review, 2016,12. 

market prosperity. Under this situation, the stock 
markets of some E11 economies may face relatively 
big adjustments in the time ahead. 

The risks at the housing market of the E11 
economies are on the rise but generally controllable. 
In recent years, housing prices in the majority of the 
E11 economies have witnessed fast growth, even 
much faster than their income growth, fuelling 
ever-growing risks at their housing markets. From 
an external perspective, facing possible interest 
rates hikes from Fed, the housing markets of 
the E11 economies will simultaneously face the 
double challenges of international capital flight 
and domestic credit contraction. From an internal 
perspective, the housing markets in the majority of 
the E11 economies are also faced with the dilemma 
of the risk of fast housing price rises coexisting 
with the risk of high housing inventory. Most of the 
E11 economies have taken targeted policies and 
achieved initial effects, but still need to pay high 
vigilance to exposed problems in the future. 

In addition, the banking sector of the E11 has 
also been under growing pressures. In 2016, the 
ratio of non-performing loans (NPL) of the banking 
sector in the majority of the E11 economies saw 
a rise, increasing by 1.69 percentage points from 
2015 in India and grew by 0.82 percentage points 
in Russia, the two economies with the highest NPL 
ratio among the E11 economies (See Table 9.3). The 
NPL ratio in Brazil, South Africa, Turkey and Indonesia 
is also not optimistic. In 2016, the NPL ratio of 
China’s banking sector was 1.75%, an increase of 0.07 
percentage points from 2015, which was generally 
at a relatively low level compared with other E11 
economies. The rising NPL ratio reflects that risks 
are continuously accumulating in the banking 
sector, and in the E11 economies that have an even 
higher ratio than the normal international level. This 
phenomenon deserves particular attention. 
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Table 9.3  Ratios of bank nonperforming loans to total gross 
loans of the E11 in 2010-2016 (%)

2010 2011 2012 2013 2014 2015 2016

Argentina 2.117 1.396 1.735 1.733 1.990 1.737 1.894 

Brazil 3.108 3.467 3.447 2.857 2.855 3.312 3.847 

China, People's 
Repulic of

1.132 0.962 0.954 1.000 1.100 1.674 1.747 

India 2.386 2.670 3.374 4.028 4.346 5.884 7.573 

Indonesia 2.532 2.144 1.773 1.687 2.067 2.431 2.981 

Korea, Republic of 0.588 0.484 0.594 0.571 0.622 n.a. n.a.

Mexico 2.043 2.116 2.444 3.243 3.037 2.523 2.337 

Russia 8.234 6.590 6.027 6.001 6.731 8.347 9.163 

Saudi Arabia 2.968 2.224 1.670 1.307 1.080 1.237 1.219 

South Africa 5.792 4.681 4.043 3.641 3.245 3.121 3.174 

Turkey 3.490 2.576 2.743 2.636 2.742 2.988 3.174 

Note: “n.a.” means the data are unavailable.
Source: World Bank-WDI, Feb. 2017. 
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