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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 2018 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 2018. 

Benefiting from a drastic rise in external demand and generally stable domestic consumption demand, the 
economic growth of the emerging economies obviously accelerated and generally maintained an upward 
momentum in 2017. The E11 saw a Gross Domestic Product (GDP) growth of about 5.1% in 2017, or an increase 
of 0.5 percentage points year-on-year, which, 1.4 percentage points higher than the world’s average economic 
growth, made the E11 continuously take the lead among the emerging-market and developing economies. At 
the largest emerging economy, China kept a middle-high economic growth of 6.9% in 2017, contributing 
approximately one-third to global economic growth and continuously acting as the largest contributor to global 
economy. Russia and Brazil pulled themselves out of a lingering economic recession and their economic growth 
turned from negative to positive. Over 2017, the job markets of the emerging economies have generally kept 
stable, with their inflation pressures eased to some extent, international trade vigorously rebounded and the 
financial markets generally stable, but their debt levels have kept soaring and international trade growth 
remained feeble.  

At the same time, the economic cooperation among the emerging economies has achieved remarkable 
progresses. In terms of internal cooperation, the declining proportion of the E11’s internal trade to its total 
foreign trade has been checked and the proportion in 2017 already exceeded that of 2015. Mutual direct 
investment within the E11 has seen steady growth. In terms of foreign cooperation, the E11’s trade has long 
remained relatively highly dependent on the developed economies, but due to good economic recovery of the 
emerging-market and developing economies, the proportion of the developed economies to the E11’s trade 
saw a decline in 2017. In the context of an exacerbated inward-looking approach of the US and other developed 
economies, the E11 has made slow progresses in trade and investment talks with the developed economies. 

Currently, the economic growth of the emerging economies represented by the E11 takes on a good 
momentum. However, the influences of those factors that affect their labor productivity, technological progress, 
youth unemployment, balanced income distribution, economic globalization and regional integration, and 
public and private debt, as well as the growing financial bubbles and the spillover effect brought about by US 
President Donald Trump’s tax reform of their economic growth still cannot be ignored. In the meantime, 



 X 

whether their external demand can maintain continuous growth and the dynamism of their investment growth 
can be re-forged remains yet to be seen. 

Looking into the year of 2018, the emerging economies are expected to continuously maintain a good 
growth momentum, but they still need to take precautionary measures against various risks and challenges, and 
dig out an endogenous growth power to lay a solid foundation for long-term and steady economic growth. 

 
 
 

 
 Zhou Wenzhong 

 Secretary-General  

 Boao Forum for Asia    
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It was forecast in the 2017 Annual Report that 
recovery of the 11 major emerging-market 
economies (E11)1 would be stable and improving in 
2017 and their economic growth would be higher 
than in 2016. The real economic development of the 
E11 has matched our forecast, although their 
economic recovery momentum beat our expecta- 
tions. Growth of the weighted purchasing power 
parity (PPP) converted total GDP of the E11 is 5.1% in 
2017. The high growth was mainly supported by 
significant external demand increase and largely 
stable domestic consumption demand. Meanwhile, 
factors such as slowing labor productivity growth, 
widening income distribution gap, rising debt levels, 
exacerbating foreign exchange market fluctuations, 
escalating protectionism, uncertainties caused by the 
economic policies of the Donald Trump adminis- 
tration in the US and various geopolitical risks, which 
were mentioned in 2017 Report, have, to varying 
degrees, affected the foundation of the stable 
economic recovery of the E11. 

 

1.1 Overall Situation in 2017 

In 2017, the economic growth of the E11 accelerated 

———————————————————————— 
1 “E11” refers to the 11 major emerging-market economies in 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. 
Although Korea has been seen as a developed economy by 
many international organizations, it still lags significantly 
behind mature developed economies in terms of per capita GDP; 
and to maintain the continuity of this report, we still take Korea 
as a member of the E11. 

significantly; growth of main E11 economies beat 
expectations and their inflation levels dropped; price 
rises of bulk commodities eased and international 
trade growth was strong; employment and income 
growth, however, fell and international direct 
investment growth weakened; worse, public debt 
levels continued to rise. 

1.1.1 Economic Growth Accelerated 
Significantly 

Thanks to the accumulative effect of the ultra-loose 
monetary policy stances in the past years, the global 
economic growth significantly accelerated in 2017 
and the E11 economy stabilized and recovered, with 
its growth picking up remarkably. According to 
forecast of the International Monetary Fund (IMF), 
the GDP growth of the E11 was about 5.1%, 0.5 
percentage points higher than in 2016 and 1.4 
percentage points higher than global average, 
marking its first upsurge since 2011. The E11 
economies weakened before starting to stabilize in 
2016; in 2017, the per capita GDP growth of the E11 
recovered and reached 4.3%. The growth rates of 
both E11 and the Group of Seven (G7) picked up, but 
the growth gap between the two groups had 
continually widened in 2016-2017. The economic 
scale and GDP proportion of the E11, in terms of 
market exchange rate, both increased. In terms of 
PPP-based incremental GDP, the economic value 
added of the E11 had continually risen and was 
much more than that of G7 and the European Union 
(EU). Stable consumption and the increasing effect of 
net exports of goods and services were beneficial for 
the remarkable economic growth of the E11, while 
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investment had played a diminishing role in 
stimulating the economy. The contribution of the 
important driving force of net exports of goods and 
services to economic growth of the E11 was larger 
than that of consumption and investment combined. 
The composite leading indicator, consumer 
confidence index and business confidence index of 
the OECD show that the E11 economy would remain 
active and continue to improve in the short term. In 
2018, the E11 economy is expected to maintain its 
sound development momentum against the 
backdrop of strengthening global economic growth 
momentum. 

1.1.2 Growth of Employment and Income on 
the Decline 

Some of the E11 countries suffered from serious 
unemployment and their jobless rates could have 
been underestimated. The number of employed 
people grew at a slower pace or even dropped in 
most E11 countries in 2017, although their employment 
structure had improved and their gap with the 
developed countries, in terms of the ratio of 
employed people in the services sector to total 
employment, had narrowed. Unemployment rates 
rose in most E11 countries, with that of Brazil and 
South Africa rising significantly year-on-year, up by 
1.3 percentage points and 1.1 percentage points, 
respectively, to 12.9% and 27.7%; that of Turkey, 
Argentina, Indonesia, China and Korea all rose; youth 
unemployment among people aged at 15-24 was 
especially serious and on the rise in most E11 
countries, with that of South Africa and Brazil rising 
by 4.0 percentage points and 3.2 percentage points 
year-on-year to 57.4% and 30.5%, respectively; it was 
also high in Saudi Arabia, standing at 34.7%. Special 
attention should be paid to the hovering youth 
unemployment rates and their potential impact on 
social stability. Meanwhile, labor force participation 
rates had dropped in most E11 countries. The falling 
labor force participation rate as a result of the lost 
job-seeking willingness of long-time unemployment 
can lower the jobless rate and cover problems in the 
labor market. Therefore, the E11 economies may face 
more serious structural employment problems 
reflected by the current unemployment levels. In 
recent years, the per capita national income growth, 
real salary growth and final residential consumption 
growth in most E11 economies had been negative or 
on the decline, with Brazil and Russia facing the 
toughest situation. Income distribution of the E11 

countries had on the whole improved. The average 
Gini co-efficient of the E11 countries was 43.4% in 
this reporting period, moderately down compared 
with the previous reporting period. The social 
security capacity of some E11 countries had improved, 
with the ratio of social contributions to incomes rose 
in Brazil, Russia, Mexico and Turkey and that of 
Argentina, Brazil, China, Korea, Russia, and Turkey 
exceeded that of the UK. 

1.1.3 Inflationary Pressure Moderately Eased 

Inflation rates dropped in most E11 countries due to 
falling food prices and currency appreciation in 2017. 
Brazil’s inflation rate dropped to 3.4% in 2017 from 
8.7% in 2016, the lowest in recent years. China’s CPI 
growth was 1.6% in 2017, down by 0.4 percentage 
points compared with 2016. It also dropped in India, 
Russia and South Africa. Deflation even occurred in 
Saudi Arabia in 2017. Although inflation rates rose 
moderately in Indonesia and Korea in 2017 compared 
with 2016, they did not face much inflationary 
pressure. Some E11 countries, however, faced quite 
severe inflationary pressure. Inflation rate was above 
20% in Argentina in 2017, when it also soared in 
Mexico and Turkey, surging to 6.0% and 11.1%, 
respectively, up by 3.2 percentage points and 3.4 
percentage points from 2016. In 2018, affected by 
such factors as price rallies of bulk commodities, 
continual economic recovery of the emerging-market 
economies, and currency depreciation, inflation is 
expected to rise moderately in the E11 countries. In 
2017, Brazil and Russia continued to sharply reduce 
their benchmark interest rates to stimulate the 
economy against the backdrop of falling inflation; 
India and South Africa also cut their interest rates. 
Pressured by rising inflation, however, Argentina, 
Mexico and Korea raised interest rates in 2017; Turkey 
did not raise interest rate, but adopted a relatively 
tight monetary policy. As their economy continued 
to recover, inflationary pressure, the E11 countries are 
expected to face heavier inflationary pressure; 
meanwhile, as the US Federal Reserve gradually 
tightens its monetary policy stance, the E11 countries 
may possibly face heavier pressure of monetary 
policy tightening. 

1.1.4 International Trade: Strong Rally 

The foreign trade growth of the E11 countries, in 
terms of trade value, had first dropped before 
recovering and resuming a solid momentum since 
2016. In terms of trade of goods, the nominal growth 
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of foreign trade of the E11 countries was a negative 
5.8% in 2016; in the first half of 2017, the foreign 
trade value of those countries increased significantly, 
up by 12.7% year-on-year compared with 2016, 4.1 
percentage points higher than that of the world’s 
overall trade of goods growth in the same period. In 
terms of trade of services, their nominal growth of 
foreign trade was a negative 1.6% in 2016, 4.7 
percentage points higher than 2015; in the first half 
of 2017, trade of services growth of the E11 countries 
increased by 7.6% year-on-year, reversing the 
downward trend seen a year before. In particular, for 
oil, gas and raw material exporters, such as Saudi 
Arabia, Russia, Brazil, Indonesia and South Africa, their 
export growth had strongly rallied thanks to 
rebounding prices of bulk commodities. In 2017, the 
proportion of trade of goods and services of the E11 
countries in overall global trade stopped falling, 
reversing the downward trend since 2014. According 
to the IMF statistics, in the first half of 2017, the 
proportion of trade of goods of the E11 countries in 
overall global trade increased slightly by 0.2 
percentage points to reached 25.3% while their 
services trade proportion rose by 0.7 percentage 
points to reach 18.7%. In 2016, import of the E11 
countries fell by a smaller margin than export; in the 
first half of 2017, their import growth was faster than 
export; as a result, their trade balance had improved 
and their currency account to GDP ratio also 
continued to decline. According to the IMF calculation, 
the ratio dropped to 0.5% in 2017. Given the solid 
economic recovery in the emerging-market and 
developing economies, trade links within the E11 
group and between the E11 countries and other 
emerging-market and developing economies had 
strengthened since 2017. The trend of continually 
falling ratio of trade among the E11 countries to their 
total foreign trade was also stopped in 2017, when it 
was higher than in 2015. IMF statistics show that in 
the first half of 2017, the ratio rose by 0.6 percentage 
points over 2016 to 23.7%, up by 0.7 percentage 
points compared with 2016. 

1.1.5 International Direct Investment: Fragile 
Growth 

Since 2016, global foreign direct investment (FDI) 
had failed to maintain its growth momentum seen in 
2015; its overall scale continued to decrease. In terms 
of FDI inflow, the FDI scale of developing and 
transitional economies dropped moderately in 2016 
compared with 2015. Statistics of the UN Conference 

on Trade and Development (UNCTAD) show that FDI 
flowing into the developing and transitional 
economies was valued at USD713.8 billion in 2016, 
down by 9.6% compared with 2015; FDI flowing out 
of those countries was valued at USD408.525 billion, 
down by 3.1% year-on-year, or less than 40% of FDI 
flowing out of the developed economies. In 2016, 
FDI flowing into the E11 countries was valued at 
USD342.211 billion, down by 1.8% year-on-year, while 
FDI flowing out of those countries increased by 4.5% 
year-on-year to reach USD232.579 billion. It indicates 
that the E11 countries had become more capable of 
making foreign investment. Boosted by the 
implementation of the Belt and Road Initiative, 
China’s outbound direct investment (ODI) in overseas 
markets increased by 43.5% year-on-year in 2016 to 
USD183.1 billion, hitting a new record in history; it 
thus for the first time became the world’s 
second-largest investor in terms of ODI scale. As a 
result, China also for the first time registered net FDI 
outflows, which stood at USD49.4 billion. From the 
start of 2017, given the increasingly uncertain 
economic environment of major economies, the 
scale of global FDI had increasingly declined and 
different countries had a diversified performance in 
terms of FDI flows. According to estimation by the 
Global Investment Trends Monitor report released by 
UNCTAD, in 2017, global FDI inflows stood at 
USD1.518 trillion, down by 16% year-on-year; FDI 
inflows of the developed economies fell by 27% 
year-on-year, those of the developing economies 
increased by 2%, and those of transitional economies 
fell by 17%; economies that have sound economic 
growth and encourage both outbound direct 
investment and foreign direct investment had still 
maintained sound FDI inflow and outflow momentum. 
To attract foreign direct investment, the E11 countries 
had actively promoted international investment 
liberalization and facilitation and signed some new 
international investment pacts. Some E11 countries 
had released a series of new investment promotion 
policies, which had further improved their business-doing 
environment. 

1.1.6 Bulk Commodities: Easing Rises of Prices 

In 2017, international bulk commodities price rallies 
gradually flattened amid fluctuations. The Commodity 
Research Bureau (CRB) Index had recovered or rallied 
since the start of 2016 but showed signs of flattening 
in 2017. Among the major commodities, prices of 
energy products, such as crude oil, natural gas and 
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coal, continued to rise as they did in 2016. Prices of 
energy commodities are expected to maintain the 
rising momentum in 2018 thanks to the inking of oil 
output reduction and global economic recovery. In 
2017, prices of steel and most non-ferrous metals 
continued to rise thanks to rising demand from the 
recovery of major economies, such as China, India 
and the US, and increasing infrastructure investment 
demand and expectations in countries involved in 
the Belt and Road Initiative. Prices of metals are 
expected to continue to rise in 2018. Prices of 
precious metals, which can be a hedge for risks, had 
a mixed performance; prices of some precious metals 
rose while those of others dropped, although price 
changes were quite small. It is expected that prices of 
precious metals would be stable. Prices of fertilizer 
commodities largely dropped moderately in 2017, 
although prices of some products still rose. Due to 
the scenario of market supply exceeding demand, 
prices of fertilizer commodities may, like in the year 
2017, continue to fall in 2018. Seen from the spot 
prices of agricultural commodities, such as soy bean 
meal, wheat and corn, in 2017, prices of most 
agricultural products had a mixed performance and 
fluctuated within a narrow band. It is expected that 
in 2018, prices of agricultural products would rise 
moderately thanks to rising demand from such major 
economies as the US, China and India. The impact of 
price fluctuations of bulk commodities on exporting 
and importing countries in the E11 group is not 
neutral. Rising prices of such commodities as crude 
oil will contribute to the economic and fiscal 
conditions of energy-exporting countries, such as 
Saudi Arabia and Russia; however, they would raise 
costs for major importing countries in the E11 group. 
In 2017, China’s extra spending on oil import as a 
result of rising oil prices accounted for 21% of its total 
oil import expenditure. 

1.1.7 Debts Decreased in Non-Financial 
Private Sector 

The current high debt levels have become a hurdle 
to the fast recovery of the world economy. Our 
analysis of the debts of emerging-market economies 
shows that, first, the overall fiscal deficit ratios of the 
E11 countries are high and their public debt levels 
are generally low, with the public debt ratios of some 
E11 countries rising moderately. Main causes of the 
public debt level and fiscal deficit ratio changes in 
the E11 countries include excessively fast fiscal 
expenditure growth, deepening of various reforms 

and the slow rises of bulk commodities prices. The 
emerging-market economies should devise 
policies to balance deepening of reforms and fiscal 
health to provide a solid support for sustainable and 
stable economic growth; second, the non-financial 
private sector debt levels of the E11 countries have 
been on the decline, although their debt levels in 
various sectors differ remarkably. Loose monetary 
policy environment is the main factor behind 
hovering non-financial private sector debt levels and 
the unfolding effect of continual leverage cut policies 
is the main cause of falling non-financial private 
sector debts. The emerging-market economies should 
take comprehensive measures to depress the 
borrowing impetus of non-financial private entities 
and actively tackle the contraction risks brought by 
the US entering an interest rate hike cycle; third, both 
the foreign debt levels and debt servicing ratios of 
the E11 countries are high and continuing to rise. The 
emerging-market economies should build and 
improve the external debt and cross-border capital 
flow management system under a macro-prudent 
management framework to effectively reduce 
foreign debt risks. To sum up, the emerging-market 
economies should, based on their own economic 
conditions, promptly take policy measures to cut 
leverage levels to reduce future debt repayment 
pressure and prevent eruption of any systemic debt 
crisis. 

1.1.8 Financial Market: Largely Stable and 
Healthy 

In 2017, the E11 countries had faced less pressure of 
currency depreciation against the US dollar thanks to 
falling dollar index and their economic recovery; 
currencies of some E11 countries appreciated against 
the dollar. Russia’s ruble rose by 13.0% against the 
dollar while rand of South Africa and real of Brazil 
appreciated by 9.4% and 8.6%, respectively, against 
the dollar. India’s rupee and Korea’s won appreciated 
against the dollar by a small margin of 3.1% and 2.6%, 
respectively. As in 2016, however, currencies of some 
E11 countries continued to depreciate against the 
dollar in 2017; Argentina’s peso depreciated by 12.2% 
against the dollar, while currency depreciation of 
China and Mexico was mild and smaller than that in 
2016. The new Turkish lira fell by 20.8% against the 
dollar in 2017, and the depreciation margin was 
bigger than that in 2016. Indonesia’s rupiah dropped 
slightly against the dollar in 2017 and failed to 
maintain its momentum of mild rise in 2016. In 2017, 



Chapter 1 
Overview  

  5 

Treasury yields of most E11 countries rose by varying 
degrees thanks to benchmark interest rate hikes and 
rising US Treasury yields. However, risks in the 
Treasury markets of a small number of E11 countries 
increased. Stock markets of the emerging-market 
economies had an impressive performance in 2017, 
with stock indexes of most E11 countries surging 
remarkably and their capitalization further expanding. 
In 2017, the real estate markets of the E11 countries 
largely repeated their 2016 development trends; 
property price changes became less drastic and the 
markets were largely stable. In 2018, the momentum 
of the world economic recovery would continually 
strengthen and growth of the emerging-market 
economies would accelerate; as a result, the improving 
economic fundamentals would contribute to the 
stable development of the financial markets in the 
emerging-market economies. As the US Fed 
continues to raise interest rates, however, the 
emerging-market economies would face heavier 
pressure of international capital outflow and currency 
depreciation. Meanwhile, non-economic factors, 
such as geopolitical situation, may also destabilize 
the financial markets of the E11 countries and pose a 
challenge for those countries. 

 

1.2 Outlook in 2018 

In 2018, growth of the E11 economies would still be 
subject to influence of multiple factors, such as labor 
productivity, technological advancement, youth 
unemployment, income diversification, economic 
globalization and regional integration, public and 
private debts, financial bubbles and the spill-over 
effect of the Donald Trump administration’s tax 
reform. 

1. Labor productivity. Rising labor productivity is 
an important contributor to sustainable economic 
growth. Many factors can affect growth of labor 
productivity and even cause labor productivity 
stagnation. They include slow technological diffusion 
resulting from imperfect competition or entrenched 
dependence on existing systems, technological 
advancement and investment growth slowdown 
(closely related to technological advancement), 
severe population ageing in some countries, such as 
China, Russia and Korea, slowing human capital 
accumulation, and resource misallocation caused by 
ultra-loose policies, a problem that many emerging- 
market economies have been forced to solve. 

Although global labor productivity rose moderately 
in 2017, given the above-mentioned factors, there 
has not been fundamental improvement in labor 
productivity, which has not risen by a large margin. 
As a result, the E11 countries should continue to 
deepen reforms, increase inputs in the field of 
technological innovation, optimize resource allocation, 
and improve human capital levels to raise their labor 
productivity and provide unending impetus for their 
sustainable economic development. 

2. Technological advancement. The growth of 
mid-tech and high-tech manufacturing is a key 
indicator that reflects the positive role of technological 
advancement in pushing economic growth. Statistics 
of the UN Industrial Development Organization show 
that global manufacturing growth significantly 
accelerated in 2017, standing at 4.5% in the third 
quarter, the highest in the past five years. Among the 
low-tech, mid-tech and high-tech manufacturing 
industries, mid-tech and high-tech manufacturing 
represented by automation, robotics and digital 
products has had the most eye-catching performance 
and grew by 6% year-on-year in the third quarter of 
2017. Manufacturing of the E11 countries accounts 
for only about 30% of their total GDP and the steady 
expansion of their mid-tech and high-tech manufac- 
turing is yet to lead to labor productivity growth, but 
manufacturing, especially high-tech manufacturing, 
no doubt constitutes an important source of the 
long-term economic growth of the E11 countries. It 
should be pointed out, however, that technological 
advancement is a double-edged sword; while 
unleashing a positive effect, it can also cause some 
problems, such as social stratification, thus directly or 
indirectly affecting economic growth. 

3. Youth unemployment. Rising youth unem- 
ployment may weaken a country’s economic growth 
potentials. Some E11 countries have seen their youth 
unemployment rates hit a new high in history, which 
will affect their economic growth. According to data 
released by Statistics Korea on January 10, 2018, 
Korea’s youth unemployment rate was 9.9%, the 
highest in history. Brazil’s 30% youth unemployment 
was the highest since 1991 and may continue to rise; 
it has been close to youth unemployment level of 
some Arab countries, such as Saudi Arabia, which has 
one of the highest youth unemployment rates in the 
world thanks to its unstable political situation and 
falling international oil prices. Among the E11 
countries, South Africa has the highest youth 
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unemployment rate, which was 55.9% in the second 
quarter of 2017 and may be kept at above 50% for a 
long time. As the problem of high-rate youth 
unemployment lasts for a long-time, it will directly 
affect the innovation capacity of the society, reduce 
social cohesion and long-term credibility of the 
public sector, serve as the hotbed for populism and 
protectionism, and ultimately exacerbate social 
fragility and affect economic growth potentials. 

4. Income diversification. In 2017, the Gini 
co-efficient sample average of the E11 countries 
dropped slightly over 2016, but the Gini co-efficient 
has exceeded the internationally accepted warning 
line of 40% in South Africa, Brazil, Mexico, China, 
Argentina and Turkey; that of Indonesia and Russia 
has also been close to 40%. The overall average Gini 
co-efficient of the E11 countries is about 10 
percentage points higher than G7. In South Africa, 
which has the highest Gini co-efficient among the 
E11 countries, incomes of the richest people that 
account for 10% of total population are equal to half 
of the country’s total salaries, while incomes of the 
poorest people that account for 50% of total 
population are only equal to 12% of the country’s 
total salaries. In Mexico, South Africa and India, 93%, 
79% and 73% of survey respondents held that wealth 
gap is an urgent or the most urgent problem that 
needs to be solved. 84% of respondents in Mexico 
held that it is very difficult or even impossible for one 
to increase their wealth even if he or she works hard. 1 
If the problem of income diversification cannot be 
solved promptly and lasts for a long time, it would 
exacerbate anxiety, frustration and discontent of the 
public, especially the vulnerable groups, and reduce 
social vitality or even rip apart the society. 

5. Economic globalization and regional integration. 
As international trade growth started to pick up, the 
US announced to withdraw from the Trans-Pacific 
Partnership Agreement and the negotiations between 
the US and the EU on Trans-Atlantic Trade and 
Investment Partnership and between the US and 
China on Bilateral Investment Treaty stagnated. Little 
headway was made at the December 2017 WTO 
ministerial meeting held in Buenos Aires, capital of 
Argentina, at which topics of elimination of trade 
barriers and revising of trade rules were discussed. As 
the US suffered from more fiscal and trade deficits 

———————————————————————— 
1 Oxfam. Reward Work, Not Wealth. Oxfam Briefing Paper 

Summary. January 2018. 

following the Donald Trump administration’s tax 
reform, the US would become tougher in its trade 
policies and take more forceful protectionist 
measures, bringing more challenges to the global 
battle against anti-globalization and giving rise to 
more trade protectionist policies and actions. Global 
trade and world economic growth are closely 
interrelated; the growth of real global export of 
goods is expected to be about 5% in the future, 
which can only buttress a mid-rate global economic 
growth. The emerging-market economies depend 
heavily on strong trade recovery to achieve accelerated 
economic growth; therefore, in the future, whether 
economic globalization and regional integration can 
fare well and have a positive influence on inter- 
national trade would undoubtedly have a direct 
bearing on the economic recovery of the E11 countries. 

6. Public and private debts. An appropriate debt 
scale is conducive to easing liquidity shortage of the 
emerging-market economies, but hovering debt 
levels can increase the borrowing country’s debt 
repayment burden and menace its stable economic 
growth. For the E11 countries, on the one hand, their 
public debt levels are generally low; but the public 
debt levels of most of the E11 countries are rising at a 
fast pace, which means their largely low public debt 
levels have given them much leeway to adopt 
expansionary fiscal policies to stimulate economic 
growth; meanwhile, however, much attention should 
be paid to the trend of excessively fast growth of the 
public debt levels in some E11 countries. On the 
other hand, some structural, systemic and cyclical 
factors have combined to push up debts of some E11 
countries to high levels, although the non-financial 
private debt levels of the E11 countries have, on the 
whole, stabilized and dropped mildly. It would be a 
long-time process for the E11 countries to lower their 
non-financial private sector leverage levels; the 
overall philosophy of leverage reduction should be 
first reducing their debt growth rates before lowering 
their overall debt levels; hasty and drastic leverage 
reduction as a result of a rush for quick results should 
be avoided to prevent new risks from being 
triggered. In the future, as the developed economies, 
such as the US, start to tighten their monetary 
policies, the loose monetary policy environment that 
the E11 countries face would also become tight. 
Those E11 countries with relatively high debt levels 
should be careful about the potential debt default 
risks as a result of rising interest rates that would 
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increase their debt repayment pressures. 
7. Financial bubbles. In 2017, international 

capital flow into the emerging-market economies 
had accelerated thanks to such factors as accelerated 
economic growth of the emerging-market economies, 
the falling US dollar index dropped, and rising global 
risk appetite. As a result, the emerging-market 
economies had faced less currency appreciation or 
depreciation pressure and their asset prices had 
soared. The stock markets of the E11 countries had 
performed especially well and stock indexes of many 
E11 countries had led the global markets. However, 
soaring asset prices have also brought some 
potential risks. In February, 2018, global stock markets, 
including the emerging markets, tumbled, indicating 
that currently, the global financial markets remain 
fragile. The US Fed would continue to tighten its 
monetary policy in 2018 and the dollar index may 
rally; thus the emerging-market economies would 
once again face the pressure of currency depreciation 
and capital outflow. Meanwhile, if the emerging- 
market economies are forced to tighten their 
monetary policy in tune with the US Fed, it would 
cause domestic liquidity crunch and increase the 
risks of asset price slump. 

8. Donald Trump’s tax reform. The US President 
Donald Trump signed the Tax Cuts and Jobs Act in 
December 2017, which marked a major change in 
the country’s tax regime. The act concerns multiple 
taxation reforms, such as sharply reducing corporate 
income tax, encouraging overseas US enterprises to 
remit their profits in overseas markets back home, 
and cutting personal taxes. The implementation of 
the tax reform act will have a major impact on 

international direct investment. According to 
estimation by the UNCTAD, the act will drive nearly 
USD2 trillion worth overseas capital owned by US 
multinationals back into the US, which will directly 
and sharply reduce global foreign direct investment 
stock.1 The implementation of the act will also drive 
American capital in the E11 countries back into the 
US, thus having a negative impact on economic 
growth and employment of those countries. 
Meanwhile, as industry capital flows back into the US, 
the emerging-market economies may face heavier 
pressure of capital outflow. The US tax measures may 
also trigger a worldwide “taxation war”, worsening the 
external environment for economic recovery of the 
emerging-market economies. 

On the analysis of the overall economic develop- 
ment of the E11 in 2017 and factors that may influence 
future development trends, authors of this report 
hold that the trend of mid- and high-rate economic 
growth in the E11 would hopefully continue in the 
coming years, but the possibility of those countries 
registering sharp increases in growth is small and the 
occurrence of economic recession in some countries 
cannot be ruled out. Compared with the year 2017, 
the economic growth of the E11 may basically be at a 
similar level or possibly edge up in 2018 and the 
weighted purchasing power parity (PPP) converted 
total GDP of the E11 may expand by 5.2% year-on- 
year. As the largest E11 economy, China will very pos- 
sibly achieve a year-on-year GDP growth of about 6.6%. 

 
——————————————————————— 
1 UNCTAD. Tax Reforms in the United States: Implications for 

International Investment, Investment Trends Monitor, Special 
Edition, 2018-2-5. 
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In recent three years, the economic growth of the 
E11 has come to stabilize and turn better, with its 
economic growth rate and per capita GDP growth 
rate both realizing rebound the first time since 2011, 
and its economic scale and relative proportion 
remarkably rising. The good performance of E11’s 
economy is mainly benefited from its generally stable 
consumption and the strengthened pulling effect of 
net export of goods and services. Both E11 and G7 
saw acceleration in terms of economic growth, but 
their growth gap has increasingly widened in recent 
two years, manifesting that in the process of cyclical 
rebound of global economy, the E11 has seen faster 
economic growth than the developed economies 
and made more salient contributions to expedited 
warming of world economy. It is expected that the 
economy of the E11 will continuously maintain a 
positive and upward development momentum in 
the years ahead. 

 

2.1 An Obvious Rise in 
Economic Growth Speed 

After undergoing slowed but stabilized economic 
growth in 2016, the economic growth rate and per 
capita GDP growth rate of the E11 both realized a 
rebound in 2017. The E11 and G7 saw synchronous 
acceleration in terms of economic growth, but their 
growth rate gap has increasingly widened in recent 
two years. The E11’s economic scale and GDP 
proportion based on market exchange rates have 
both considerably risen. GDP increment based on 
the purchasing power parity (PPP) indicates that the 
E11’s economic increment has been continuously 

rising, which is also far higher than that of the G7 and 
the EU respectively. 

2.1.1 A Faster Economic Growth Rate 

In the context of the accelerated effects released by 
ultra-loose monetary policies over the past few years, 
world economic growth has obviously sped up, and 
the economy of the E11 has come to stabilize and 
rebound, with its economic growth rate higher than 
that of the world economy. According the estimation 
of the IMF, the GDP growth rate of the E11 was 
approximately 5.1% in 2017 (See Figure 2.1), a rise of 
0.5 percentage points from 2016 and 1.4 percentage 
points higher than world’s average GDP growth rate, 
marking a rise the first time since 2011. The growth 
rate is higher than the economic forecast for the E11 
in the Boao Forum for Asia Development of Emerging 
Economies Annual Report 2017. One reason is that 
China which accounts for roughly 50% of the E11’s 
economic aggregate (calculated according to the 
current-price GDP in 2017) realized a faster economic 
growth beyond expectations. Statistics published by 
the National Bureau of Statistics of China in January 
2018 indicates that China’s GDP growth rate in 2017 
reached 6.9%, marking accelerated growth the first 
time since 2011. On the other hand, thanks to such 
factors as strengthened global economic growth 
momentum, accelerated international trade growth, a 
stable and improving employment market in the 
major economies, steady expansion of middle- and 
high-end manufacturing, gradual improvement of 
labor productivity and gradually restored market 
confidence, the 2017 annual report made a more 
optimistic prediction on the E11’s GDP growth in 
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2017 than many international organizations, but due 
to better economic performances some E11 coun- 
tries that previously suffered lingering economic 

slowdown or recession have achieved than expected, 
the overall economic operation of the E11 in 2017 
was still beyond our expectation. 

 

 

Figure 2.1 Economic growth rates of major economy groups in 2007-2017 
Note: The growth rate of each economy group is based on the weighted calculation of PPP-based GDP (current-price) of each economy. The 

2017 data are based on estimation. 

Sources: World Economic Outlook Database of International Monetary Fund (IMF-WEO), Oct. 2017; World Economic Outlook Update, Jan. 

2018. 

 
The E11 experienced economic growth accele- 

ration with the G7 and the EU, but the growth gap 
between the E11 and the other two groups has 
continuously widened in recent two years. Com- 
pared with 2016, the E11 and the BRICS saw a rise of 
0.5 percentage points and 0.6 percentage points 
respectively in terms of GDP growth rate in 2017, 
while the G7 and the EU saw an increase of 0.6 
percentage points and 0.3 percentage points 
respectively. From 2007 to 2015, the economic 
growth differences between the E11 and the G7 and 

EU have declined from 7.3 percentage points and 6.0 
percentage points respectively to 2.7 percentage 
points and 2.4 percentage points; such kind of 
growth differences once again expanded to 3.1 
percentage points and 2.8 percentage points from 
2016 to 2017, manifesting that in the process of 
global economic cyclical rebound, the emerging 
economies have seen faster economic growth than 
the developed economies and made more salient 
contribution to the expedited warming of world 
economy. 

 

Table 2.1 GDP growth rates of E11 countries in 2007-2017 (%) 

 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Argentina 9.0 4.1 -5.9 10.1 6.0 -1.0 2.4 -2.5 2.6 -2.2 2.5

Brazil 6.1 5.1 -0.1 7.5 4.0 1.9 3.0 0.5 -3.8 -3.6 1.1

China, People’s Republic of 14.2 9.6 9.2 10.6 9.5 7.9 7.8 7.3 6.9 6.7 6.9

India 9.8 3.9 8.5 10.3 6.6 5.5 6.4 7.5 8.0 7.1 6.7

Indonesia 6.3 7.4 4.7 6.4 6.2 6.0 5.6 5.0 4.9 5.0 5.2

Korea, Republic of 5.5 2.8 0.7 6.5 3.7 2.3 2.9 3.3 2.8 2.8 3.0

Mexico 3.1 1.4 -4.7 5.1 4.0 4.0 1.4 2.3 2.7 2.3 2.0
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continued 

 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Russia 8.5 5.2 -7.8 4.5 5.1 3.7 1.8 0.7 -2.8 -0.2 1.8

Saudi Arabia 1.8 6.3 -2.1 4.8 10.3 5.4 2.7 3.7 4.1 1.7 -0.7

South Africa 5.4 3.2 -1.5 3.0 3.3 2.2 2.5 1.7 1.3 0.3 0.9

Turkey 5.0 0.8 -4.7 8.5 11.1 4.8 8.5 5.2 6.1 3.2 5.1

Note: The 2017 data for China comes from the National Bureau of Statistics (NBS) of the People’s Republic of China, while the 2017 data 

for other countries are based on estimation of the IMF. 

Sources: IMF-WEO, Oct. 2017; China’s NBS, World Economic Outlook Update, Jan. 2018. 

 
The speed of China’s economic growth has 

accelerated. According to the data released by the 
National Bureau of Statistics of China, China’s GDP 
growth rate was approximately 6.9% in 2017 (See 
Table 2.1). China’s economy is shifting from high- 
speed growth to high-quality development, and its 
supply-side structural reform has kept advancing, 
which has ignited endogenous vitality at the 
demand side and caused accelerated old-to-new 
dynamics transformation, thus offering an important 
prop for high-quality economic growth. Specifically, 
first, China’s supply-side structural reform has made 
continuous advancement, and the efforts for 
“de-capacity, de-inventory, de-leveraging, reducing 
cost and strengthening the weakness” have made 
noticeable headway. In terms of cutting overcapacity, 
China achieved more than the planned annual tasks 
and goals in reducing capacity for steel and coal 
sectors. In terms of deleveraging, China realized a 
decline of 0.5 percentage points year-on-year in 
terms of asset-liability ratio of its industrial 
enterprises above certain scale by the end of 
November 2017. As far as destocking is concerned, 
the floor area of commercial houses for sale 
nationwide declined by 1.1 trillion square meters 
year-on-year, and grain destocking also scored 
obvious progresses. In terms of lowering costs, a total 
of RMB 1 trillion in taxes and fees were reduced. In 
terms of supplementing short slab, investment in 
biological protection and environmental treatment 
increased by 23.9%. Second, “Troika” at the demand 
side also made a good performance. i) Consumption 
still serves as the main driver of China’s economic 
growth. In 2017, final consumption contributed 
58.8% of China’s GDP growth, respectively, 26.7 
percentage points and 49.7 percentage points 
higher than the contribution rates of gross capital 

formation and net export. ii) Investment growth has 
maintained a slowed but stabilizing trend, 
manufacturing investment and non-governmental 
investment have rebounded. In whole of 2017, 
China’s fixed-asset investment grew by 7.2% 
year-on-year, a decline of 0.9 percentage points from 
2016, the slightest decline in years, indicating the 
declining trend obviously narrowing. Among them, 
the growth of real estate and infrastructure 
investment slowed, but the investment of 
manufacturing industry rose; The investment growth 
of state-owned and state holding enterprises fell 
down gradually, but non-governmental investment 
obviously rebounded, showing initial signs of the 
country’s economy shifting from the virtual to real 
sector and structural transformation producing 
positive effects. iii) Accelerated global economic 
recovery has bolstered sustained growth of China’s 
foreign trade, both import and export included. 
According to the statistical data from China’s General 
Administration of Customs, in 2017 China’s trade in 
goods rose 14.2% year-on-year, of which, the export 
grew by 10.8%, import grew by 18.7%, reversing the 
declining momentum in 2015 and 2016. Third, the 
old-to-new transformation of China’s economic 
dynamics has made continuous advancement and 
its industrial structure has been continuously 
optimized. “Six news” (new technologies, new 
industries, new forms, new models, new products 
and new dynamics) have been booming in China 
and its e-business, mobile payment and sharing 
economy have taken the lead in the world. Either in 
terms of its proportion and pulling effect or in terms 
of rate of contribution, the tertiary sector has been 
steadily ranking the first among all sectors. The 
revenues of strategic emerging services industry, 
productive services industry, science and technology 
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services industry grew by 18.0%, 15.0% and 15.1% 
year-on-year respectively. Of the tertiary sector, the 
value added of information transmission, software 
and information technology services grew by 26% 
year-on-year, exceeding 15% for seven consecutive 
years. New services represented by such service 
industries have obviously played a rising role in 
driving the country’s economic growth. In addition, 
China has also made tangible progresses in con- 
taining financial risks emanating from its rapid debt 
growth. All these have tamped up the foundation for 
China’s sustained high-quality economic growth. 

Despite a slide in terms of economic growth 
rate, India’s economic growth has still maintained a 
relatively high level, staying at roughly 6.7% in 2017. 
There have been several factors underlying its sliding 
economic growth rate. First is the announcement by 
the Indian government that 86% of the country’s 
banknotes were no longer legal tender and the 
launch of the reform of Goods and Service Tax (GST), 
which caused drastic repercussions to India’s mac- 
roeconomic operation. The two policies may bring 
long-term benefits, but they pose serious challenges 
to India’s economy in the short term. Second is 
insufficient bank lending capacity and feeble private 
investment desire, which resulted in weak invest- 
ment demands in India and thus dragged feet on its 
economic growth. Third is the non-trivial negative 
influence caused by rupee revaluation. As a result of 
global deflationary pressures and the relatively high 
real interest rate in India, Indian rupee rose against 
the US dollar, which was not only unfavorable to 
India’s exporting sector, but also dealt a blow to its 
import substitution sectors. Fourth is the sluggish 
development of India’s manufacturing in recent years 
due to logistical and transport constraints. India’s 
industrial production index (IPI) indicated that its 
industrial development was on a slowed growth 
trajectory. Fifth is a non-optimistic employment 
situation. India’s agriculture, construction, street retail 
and other labor-intensive industries were severely hit 
once again by the GST reform in 2017 after suffering 
a heavy loss after the Indian government announced 
some banknotes illegal at the end of 2016. Many 
enterprises had to close down and a number of 
workers became jobless. A rising jobless rate and 
deteriorated employment conditions in the informal 
sectors that employ as high as 90% of India’s labor 
forces, such as farmers mainly depending on cash 
transactions, shopkeepers, small businesses and 

small industrial companies, etc., seriously restricted 
India’s economic growth potentials. Sixth is some 
structural problems that have long stifled India’s 
economic growth, such as India’s failure to make 
breakthroughs in working out solutions to land 
acquisition, labor and administrative licensing. Despite 
the existence of numerous problems, India still made 
appreciable advancements in some other areas. For 
example, Moody’s, an international credit rating 
agency, for the first time since 2004 raised India’s 
sovereign credit rating; India was ranked among the 
top 100, or an increase by 30 notches compared with 
its ranking in 2017, in the “Doing Business 2018” 
published by the World Bank Group; the Foreign 
Investment Promotion Board (FIPB) was demolished 
to facilitate the entry of foreign direct investment; 
India’s stock market saw an upward performance to 
become one of the most attractive emerging 
markets in Asia; some solutions were formulated for 
the long-thorny non-performing assets disposal of 
state-owned banks. With an INR10 trillion economic 
stimulus package launched by the Indian govern- 
ment in November 2017, India’s economic growth is 
expected to speed up. 

Russia’s economy has walked out of the shadow 
of recession and come onto the track of low-speed 
growth, with its GDP growth rate registered as 
approximately 1.8% in 2017. The main reasons are as 
follows: the rise of both crude oil productions and 
prices offered an important support for the conti- 
nuous warming of the Russian economy; Russia has 
gradually adapted itself to the sanctions from the 
United States and Europe; the inbound foreign direct 
investment has been on the rise; a series of measures 
taken by Russia, such as restructuring of banks capital 
and injection of liquidity into banks, and the 
adoption of a floating exchange rate, pushed up its 
economic growth expectations in the short term; 
agriculture gained a record harvest once again; and 
the business environment has been continuously 
improving, etc. All these factors have worked 
together to help Russia continue a slow economic 
recovery momentum. After suffering two consecutive 
years of recession, Brazil’s economy finally went out 
of the specter of recession in 2017 and displayed a 
good recovery momentum, with its growth rate 
expected to be 1.1%. Owing to political turbulences 
triggered by anti-corruption and the considerable oil 
output reduction it promoted to coordinate the 
Organization of Petroleum Exporting Countries (OPEC) 
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oil output reduction campaign, Saudi Arabia’s econ- 
omy was hit by contraction with its growth rate 
expected to be negative 0.7% in 2017. Under the 
influence of strong export, Korea’s economy kept 
growing and its growth rate was around 3.0% in 2017. 
However, Korea also faces a series of hidden worries 
such as a high household debt, a worsening aging 
population, and a high jobless rate among young 
people, which, if not properly addressed, will to a 
large extent affect the sustainability of its economic 
growth. Thanks to a series of significant economic 
reform successively measures taken by President 
Mauricio Macri, including increasing infrastructure 
investment, tax reform, relaxing capital and foreign 
exchange controls, slashing government spending, 
reducing fiscal deficits and returning to the 
international capital market, Argentina has had a 
notable economic recovery and its GDP growth rate 
turned from negative 2.2% in 2016 to 2.5% in 2017. 
Benefiting from such factors as a regained export 
steam, strengthened investment and low-level 
inflation, Indonesia’s GDP growth rate continued to 
expand to 5.2% in 2017. Due to its reduced political 
instability, a gradually recovering tourism, and 
improvements of business situations of enterprises, 
Turkey’s GDP growth rate was expected to be 5.1% in 
2017, but its inflation rate that rose to a double-digit 
level for the first time in recent six years should be a 
cause for vigilance. 

2.1.2 An Obvious Expansion of Economic 
Scale and Relative Proportion 

The economic scale and GDP proportion based on 
market exchange rates indicate that the economic 
scale of the E11 obviously expanded, increasing from 
USD22.3 trillion in 2016 to USD24.1 trillion in 2017, 
and its share in the world economic aggregate 
remarkably rose, from 29.6% in 2016 to 30.4% in 2017 
(See Table 2.2). On one hand, the E11 experienced a 
robust economic rebound in the midst of global 
economic cyclical recovery. On the other hand, the 
currencies of some E11 economies continuously 
appreciated against the US dollar. The two factors 
worked together to cause both the economic size 
and GDP proportion of the E11 to rise. In comparison, 
the economic scale of the EU and G7 also both 
expanded, but their relative proportion declined, 
decreasing from 21.8% and 47.1% in 2016 to 21.6% 
and 46.2% in 2017, a reflection of the growth 
momentum of the emerging economies being 
obviously better than that of the developed 
economies. Seen from economic increment, the E11 
saw an increase from negative USD24.9 billion in 
2016 to USD1.8 trillion in 2017 while BRICS from 
USD71.6 billion to USD1.4 trillion. This mainly 
benefited from the rebound of China’s GDP growth 
rate for the first time since 2011 and its GDP 
aggregate exceeding RMB 80 trillion for the first time. 

 

Table 2.2 Economic scales of major economy groups and their shares in global  
economy in 2015-2017 (market exchange rate, current-price）(USD billion, %) 

 
2015 2016 2017 

Aggregate Increment Proportion Aggregate Increment Proportion Aggregate Increment Proportion

BRICS 16,801.0 -639.8 22.6 16,872.6 71.6 22.4 18,270.9 1,398.3 23.0

E11 22,342.5 -953.2 30.1 22,317.6 -24.9 29.6 24,093.6 1,776.1 30.4

EU 16,371.3 -2,255.0 22.0 16,447.5 76.2 21.8 17,112.9 665.4 21.6

G7 34,554.6 -1,422.8 46.5 35,516.4 961.8 47.1 36,599.9 1,083.5 46.2

G20 63,997.1 -3,443.6 86.1 65,117.5 1,120.4 86.4 68,483.7 3,366.2 86.4

World 74,311.5 -4,283.0 100.0 75,367.8 1,056.3 100.0 79,280.9 3,913.2 100.0

Note: The 2017 data are based on estimation. 

Source: IMF-WEO, Oct. 2017. 

 
In terms of current-price and PPP-based GDP 

increments of major economy groups, the E11’s 
economic increment has kept rising, far higher than 
that of the G7 and EU (See Figure 2.2). From 2015 to 
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2017, the E11’s economic increment soared from 2.6 
trillion international dollars to 3.4 trillion international 
dollars, while the figure of the G7 and EU increased 
from 1.1 trillion and 632.9 billion international dollars 
to 1.4 trillion and 823.9 billion international dollars 
respectively during the same period. Seen from the 
proportions of various economy groups to world’s 
total economic increment, the E11 accounted for 

53.1% in 2017 while BRICS for 43.8%, G7 for 21.8% 
and the EU for 12.8%. The larger economic 
increments of such emerging economies as the E11 
and BRICS economies and their higher proportions 
to world’s total increment than the G7 and the EU are 
an indication of their bigger contributions to world 
economic growth. 

 

Figure 2.2 Economic increments of major economy groups and the world in  
2008-2017 (PPP-based, current price) 

Note: The 2017 data are based on estimation. 

Source: IMF-WEO, Oct. 2017. 

 
2.1.3 Rising Real Per Capita GDP Growth 

The real per capita GDP growth of the E11 
rebounded, marking a rise the first time since 2011. In 
2017, the E11’s per capita GDP growth rate was 4.3%, 
an increase of 0.6 percentage points from 2016 (See 
Table 2.3). Except for India, Mexico and Saudi Arabia, 
the per capita GDP growth rates of other E11 
countries also kept rising. Seen from individual 
countries, Argentina’s per capita GDP growth saw the 
largest increase in 2017, or 4.6 percentage points, 
followed by Brazil, with an increase of 4.3 percentage 
points, then by Turkey and Russia, with an increase of 

2.3 percentage points and 2.1 percentage points 
respectively, then by South Africa and Korea, with an 
increase of 0.4 percentage points and 0.2 percentage 
points. China and Indonesia both registered an 
increase of 0.1 percentage points in terms of real per 
capita GDP growth. In comparison, India, Mexico and 
Saudi Arabia saw a decline of 0.4 percentage points, 
0.1 percentage points and 1.2 percentage points in 
terms of real per capita GDP growth, a result that was 
closely related to the fact that their populations 
expanded but economic growth speed tumbled. 

 

Table 2.3 Real per capita GDP growth rates of the E11 countries in 2008-2017 (%) 

 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Argentina 3.0 -6.8 8.4 4.8 -2.1 1.3 -3.6 1.5 -3.3 1.3

Brazil 4.0 -1.2 6.5 3.0 1.0 2.1 -0.4 -4.6 -4.4 0.0

China, People’s Republic of 9.0 8.7 10.1 9.0 7.4 7.3 6.7 6.4 6.1 6.1

India 2.4 6.9 8.7 5.2 4.1 5.0 6.1 6.6 5.7 5.3
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continued 

 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Indonesia 5.9 3.2 4.9 4.3 4.5 4.1 3.6 3.5 3.7 3.8

Korea, Republic of 2.1 0.2 6.0 2.9 1.8 2.4 2.7 2.2 2.4 2.6

Mexico 0.0 -6.0 3.8 2.8 2.8 0.2 1.1 1.6 1.2 1.1

Russia 5.3 -7.8 4.5 5.0 3.6 1.7 0.7 -2.8 -0.2 1.8

Saudi Arabia 2.8 -5.3 1.3 7.1 2.5 -0.1 1.1 3.3 -0.6 -1.8

South Africa 1.8 -2.9 1.6 1.8 0.7 1.0 0.2 -0.3 -1.3 -0.9

Turkey -0.5 -6.1 6.8 9.6 3.5 7.0 3.8 4.7 1.8 4.1

E11 5.1 2.6 7.5 6.3 4.7 4.7 4.3 4.0 3.7 4.3

Note: Real per capita GDP growth rate of the E11 is a result of weighted calculation of current-price and PPP-based GDP of all E11 

countries. There are slight differences in the expressions of individual countries from the data in the table because of rounding reasons.  

The 2017 data are based on estimation. 

Source: IMF-WEO, Oct. 2017. 

 

2.2 Rising Contribution of Net 
Export to Economic Growth 

The driving force of the E11’s remarkable economic 
growth mainly stemmed from its generally stable 
contribution of consumption and strengthened pulling 
effect of goods and services net exports. The role of 
investment in fuelling the E11’s economic growth has 
generally weakened. Seen from the functions and 
effects of “troika”, the pulling effect of goods and 
services net exports exceeded the combined pulling 
effect of consumption and investment to become a 
leading driver of the E11’s economic growth. 

2.2.1 Generally Stable Contribution of 
Consumption 

Consumer spending has played a relatively stable 
and slightly rising role in driving economic growth of 
the E11 countries. From 2014 to 2016, the proportion 
of private consumption to GDP continuously rose 
from 55.0% to 55.9% in the E11. From a country 
perspective, the proportion was above 60% for 
Argentina, Brazil, Mexico and Turkey, while between 
53% and 60% for South Africa, Russia, India and 
Indonesia. The proportion was relatively low in China 
and Saudi Arabia, which was respectively 37.8% and 
38.3% (See Figure 2.3). This demonstrates the 
unshakable status of private consumption in the 
economic growth of emerging economies and it is 
offering a power for sustainable and stable economic 
growth of the E11 countries. 

In terms of pulling effect, final consumption’s 

role as the main driving force of economic growth 
has been relatively stable. According to the data from 
the WIND Database, final consumption played a 
gradually strengthened role in driving year-on-year 
GDP growth on a quarterly basis in Russia, rising from 
contribution of 1.54 percentage points in the first 
quarter of 2017 to 2.68 percentage points in the third 
quarter of the year. Final consumption in South Africa 
also played an ever-bigger role in driving year-on- 
year GDP growth, rising from contribution of 0.59 
percentage points in the first quarter to 0.98 
percentage points in the third quarter of 2017. The 
contribution rates of final consumption were from 
negative 1.2 percentage points and negative 0.3 
percentage points in the first quarter of 2017 to 1.33 
percentage points and 2.48 percentage points in the 
third quarter respectively in Brazil and Argentina. In 
comparison, final consumption’s contribution rate to 
and its pulling effect on GDP growth declined in 
China, contributing 58.8% to China’s GDP growth in 
2017, down by 5.8 percentage points from 2016, and 
with a GDP growth pulling effect of 4.1 percentage 
points, a decline of 0.2 percentage points from 2016. 
Despite its weakened rate of contribution to and 
pulling effect on China’s economic growth, final 
consumption still had a contribution rate of 26.7 
percentage points and 49.7 percentage points and a 
pulling effect of 1.9 percentage points and 3.5 
percentage points higher respectively than invest- 
ment and net export. This means final consumption 
still plays a pillar’s role in pushing forward China’s 
economic growth. 
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Figure 2.3 Contribution rates of private consumption to the  
E11’s economic growth in 2014-2016 

Source: CEIC, Jan. 2018. 

 

2.2.2 Weakened Driver of Investment 

Investment as the propulsive force of the E11’s 
economic growth generally tends to be weakened. 
Compared with 2016, the proportion of total 
investment to GDP declined in all E11 countries 
except for Brazil, Korea and Turkey, indicating 
investment’s weakened role in driving the economic 
growth of the emerging economies. Of the E11, 
Russia and Saudi Arabia saw a considerable decline in 
terms of investment-GDP ratio, down by 1.6 
percentage points and 1.4 percentage points respec- 
tively (See Figure 2.4) while India, South Africa and 
Mexico saw a decline of 0.4 percentage points, 0.3 
percentage points and 0.3 percentage points 
respectively. In comparison, the proportion saw a 
considerable rise in Korea and Turkey, increasing by 
2.4 percentage points and 1.4 percentage points 
respectively. Compared with developed economies 
such as G7 members, the proportion of total 
investment to GDP is obviously higher in the E11 
countries, but this proportion tends to be on the 
gradual decline. From 2014 to 2017, the proportion 
of total investment to GDP gradually declined from 
27.8% of GDP to 27.0%, while the ratio declined from 
20.8% to 20.4% in the G7, demonstrating an 
obviously bigger role of investment in driving 
economic growth in the E11 than the G7. 

In terms of the pulling effect of investment on 

economic growth, the pulling effect of gross capital 
formation on economic growth of most E11 
countries has decreased. According to the data from 
the WIND Database, of the E11, only Russia saw an 
increasing pulling effect of gross capital formation on 
its year-on-year GDP growth on a quarterly basis in 
2017, increasing from 0.01 percentage points in the 
first quarter to 1.34 percentage points in the third 
quarter. In comparison, the pulling effect on GDP 
growth gradually decreased in Korea, down from 3.2 
percentage points in the first quarter to 2.4 percen- 
tage points in the fourth quarter. The pulling effect of 
gross capital formation on year-on-year GDP growth 
turned from positive to negative in South Africa in 
2017, from 0.12 percentage points in the first quarter 
to negative 0.27 percentage points in the third 
quarter. Brazil also saw a similar trend, turning from 
1.68 percentage points in the first quarter to negative 
0.22 percentage points in the third quarter. In 2017, 
the contribution rate of gross capital formation to 
GDP growth in China was 32.1%, a decline of 10.1 
percentage points from 2016, and produced a 2.2 
percentage points puling effect on GDP growth, a 
decline of 0.6 percentage points from 2016. Gross 
capital formation had a declining contribution rate to 
China’s economic growth, decreasing from 55.3% to 
32.1% from 2013 to 2017, and its pulling effect 
declined from 4.3 percentage points to 2.2 percen- 
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tage points during the same period. On one hand, 
the rate of capital return has generally been on the 
decline. On the other hand, China’s investment rate 
in the recent five years has been on the continuous 

decline. Under the influence of the quantity and 
quality factors, gross capital formation has weakened 
in driving China’s economic growth. 

 

Figure 2.4 Proportion of overall investment to GDP in E11 and G7 in 2014-2017 
Note: Overall investment or gross capital formation is measured by the total value of the gross fixed capital formation and changes in 

inventories and acquisitions less disposals of valuables for a unit or sector. The 2017 data are based on estimation. 

Source: IMF-WEO, Oct. 2017. 

 

2.2.3 Strengthening Pulling Effect of Net 
Export 

Thanks to cyclical recovery of global economy and 
accelerated international trade growth, the pulling 
effect of goods and services net export on the 
economic growth of the majority of E11 countries 
has become more obvious. According to the WIND 
data, the contribution rate of goods and services net 
export to China’s GDP growth turned from negative 
6.8% in 2016 to 9.1% in 2017, an increase of 15.9 
percentage points, and its pulling effect on China’s 
GDP growth increased from negative 0.4 percentage 
points to 0.6 percentage points, up by 1 percentage 
point. Accelerated global economic recovery, expe- 
dited international trade growth and the obviously 
improved external demand environment have led to 
the growth of China’s foreign trade by a large margin, 
thus enhancing the role of goods and services net 
export in driving China’s economic growth. In 2017, 
the pulling effect of goods and services net export 
on Brazil’s GDP growth turned from negative 0.41 
percentage points in the second quarter to 1.12 
percentage points in the third quarter. Such a 

change was related to Brazil’s domestic political 
situation coming to stabilize, a declining inflation, an 
improved international trade environment and 
increased foreign direct investment. Although the 
pulling effect of goods and services net export on 
Korea’s GDP growth declined from 5.1 percentage 
points in the third quarter to 1.3 percentage points in 
the fourth quarter, it always remained positive in the 
whole of 2017. According to the data issued by the 
Ministry of Trade, Industrial and Energy of Korea at 
the beginning of January 2018, Korea’s export hit a 
record-high USD573.9 billion in 2017, an increase of 
15.8% from 2016, and the import reached USD478.1 
billion, growing by 17.7% from 2016. Korea realized a 
positive growth in its export to all regions except for 
the Middle East, especially its export to the ASEAN 
and India hit a record high, and also made tangible 
progresses in promoting exporting market diversi- 
fication. In 2017, the pulling effect of goods and 
services net export on GDP growth obviously 
increased in South Africa, rising from 0.09 percentage 
points in the first quarter to 0.3 percentage points in 
the third quarter. Increasing global trade demands 
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and stabilizing prices of ore resources have helped 
improve its foreign trade conditions. 

At the same time, the pulling effect of goods 
and service net export on the economic growth of 
some E11 countries remained negative. In 2017, net 
export of goods and services dragged its feet on 
India’s economic growth in the first quarter by 0.3 
percentage points, and this was related to the 
considerable rupee appreciations (rupee rose by 
5.48% against the US dollar in terms of spot 
exchange rate during the period) which was 
unfavorable to its export. The pulling effect of goods 
and services net export on Argentina’s year-on-year 
GDP growth was also negative in 2017, expanding 
from negative 1.68 percentage points in the first 
quarter to negative 4.35 percentage points in the 
third quarter. In 2017, Argentina suffered a serious 
imbalance between import and export, with import 
growing by 19.7% while export growing only by 0.9%, 
resulting in a record-high trade deficit of USD8.47 
billion. Dropping prices of major exporting commo- 
dities and their sliding transaction volume are the 
main factor behind Argentina’s slow export growth. 
In 2015, 2016 and 2017, the pulling effect of goods 
and services net export on Russia’s GDP growth 
gradually weakened and finally turned negative, 

decreasing from 5.98 percentage points in 2015 to 
negative 2.11 percentage points in 2017, a trend that 
is closely related to sustained Western sanctions that 
prompted Russia to change the previous export-driven 
economic growth model. 

 

2.3 Possible Continuation of 
Positive Growth Momentum 

The Organization for Economic Co-operation and 
Development (OECD)’s Composite Leading Index, 
(CLI), Consumer Confidence Index (CCI) and Business 
Confidence Index (BCI) all indicate that the economic 
growth of the E11 will continuously keep an upward 
trend within the short time in the future. It is 
expected that the upward economic development 
momentum will be lasting in 2018. 

CLI mainly provides an early signal of business 
cycle turning at time of fluctuation of economic 
activities around its long-term, potential level, and it 
can be used to make qualitative analysis of 
short-term economic trend. Based on the CLI 
provided by OECD, the generally good CLI 
performance in the E11 economies means the 
momentum of its economy stabilization and 
recovery will continue (See Figure 2.5). From the  

 

 

Figure 2.5 CLIs of some E11 countries in Q4, 2016-Q3, 2017 
Note: Original data are monthly statistics, and quarterly data are three-month average. Data for Argentina and Saudi Arabia are not available. 

The rank is based on the data of Q3, 2017. 

Source: OECD-elibrary, Jan. 2018. 
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fourth quarter of 2016 to the third quarter of 2017, of 
the E11, only Mexico saw its CLI continuously fall to 
below 100, while the CLIs of Brazil, Russia, Turkey and 
Indonesia continuously rose to above 100. Korea’s CLI 
slid, but it still stayed above 100. CLIs of India and 
South Africa took on a “first downward and then 
upward” U-shaped trajectory, and came to stabilize in 
the third quarter of 2017. In the first three quarters of 
2017, China’s CLI continuously went upward. All these 
mean the E11 generally maintain an upward 
economic trend and such a good momentum is 
expected to continue within the short time. 

CCI is consumers’ subjective measurement of 
current economic situations and prospect, level of 
incomes, and consumers’ expectation as well as 
consumer confidence and it is an early-time index to 
forecast consumption trend and economic tendency. 
CCI published by OECD indicated that there were 
certain differences among E11 countries in terms of 
CCI (See Figure 2.6). In the third quarter of 2017, CCIs 
in China, Korea and Indonesia all kept above 100, 
indicating optimism of consumers in the three coun- 
tries about national economic prospect, rebound of 
consumer confidence and expansion of consump- 
tion demands. Of the E11, China’s CCI uninterrup- 
tedly rose from 99.4 in the fourth quarter of 2016 to 
102.5 in the third quarter of 2017. The main reason 

for China’s such a robust CCI trend is that China’s 
economy is shifting from high-speed growth to 
high-quality development, its economic dynamism is 
accelerating transformation, industrial structure keeps 
optimizing, the consumption structure continues 
upgrading, and consumption in poised to contin- 
uously play an important role in driving economic 
growth. Russia’s CCI is not above 100, but it kept 
rising from the fourth quarter of 2016 to the second 
quarter of 2017, indicating that Russian public have 
enhanced confidence in national economy walking 
out of the shadow of Western sanctions and their 
consumption is likely to further expand in the future. 
South Africa’s CCI kept at a relatively lower level and 
even slightly declined, which was to a large extent 
caused by its unstable political and economic 
situations, downgraded sovereign credit rating, and a 
relatively high jobless rate that is unfavorable to the 
narrowing of the income gap and restrains consumer 
spending. The rising CCI momentum has weakened 
in Brazil, declining to 99.3 in the third quarter of 2017, 
and CCIs were 98.8 and 98.1 respectively in Mexico 
and Turkey in the same quarter, indicating that 
consumers in the three countries held a relatively 
cautious attitude toward their national economic 
trend, which had thus affected their consumer 
confidence and spending. 

 

Figure 2.6 CCIs of some E11 countries in Q4, 2016-Q3, 2017 
Note: Original data are monthly statistics, and 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 2017 and data for Russia are only updated to August 2017, so 

the figures only reveal the CCI data for the two countries as of Q2, 2017. The rank is based on the data of Q2, 2017. 

Source: OECD-elibrary, Jan. 2018. 
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BCI reflects the enterprises’ evaluation of future’s 
economic trend based on its own products, orders, 
inventory and current situations. If BCI is positive, it 
demonstrates that the majority of enterprises are 
optimistic about their national economic prospect, 
and if it is negative, it then indicates that the majority 
of enterprises are pessimistic about their national 
economic prospect. BCI released by OECD indicates 
that BCIs in all the E11 countries are positive (See 
Figure 2.7). Seen from individual countries, BCIs 
stayed above 100 in the third quarter of 2017 for 
Russia, Mexico and Turkey, and also above 100 in the 
second quarter of 2017 for Indonesia. From the 

fourth quarter of 2016 to the third quarter of 2017, 
China’s BCI underwent fluctuations, but generally 
main- tained a rising trend. BCIs for Brazil and India 
kept rising during this period while BCI for South 
Africa went upward in the third quarter of 2017 after 
suffering a slide for three preceding quarters. Korea’s 
BCI displayed a trend opposite to that of South Africa. 
Generally, enterprises in the E11 countries are 
optimistic about national economic performance 
and in the future they will probably expand 
investment, employ more workers, increase R&D 
inputs, and improve output level. 

 

Figure 2.7 BCIs for some E11 countries in Q4, 2016-Q3, 2017 
Note: Original data are monthly statistics, and quarterly data are three-month average; data for Argentina and Saudi Arabia are not available 

in OECD e-library. Data for India and Indonesia are updated to May and June 2017 respectively, so the figures only reveal the BCI 

data for the two countries as of Q1, 2017 and Q2, 2017. The rank is based on the data of Q3, 2017. 

Source: OECD-elibrary, Jan. 2018. 

 
Looking into the future, it is expected that the 

E11 will maintain middle- to high-speed growth. 
According to the calculation based on the data of 
the IMF, GDP growth rate of E11 will be over 5% in 
2018-2022. China’s GDP growth rate is expected to 
be approximately 6.5% in 2018, and then gradually 
decline to 5.8% in 2022. India, however, will have an 
opposite growth trajectory, expected to grow from 
7.4% to 8.2% in the same period (See Table 2.4). With 
the continuous expansion of its economic size, 
China’s high-speed economic growth model cannot 

be sustained. The economic transition China pursues 
from high-speed growth to high-quality develop- 
ment will inevitably result in a decline in its 
economic growth rate, but will boost its economic 
quality. The Indian Modi government has endlessly 
released dividends through launching a series of 
reforms. For example, the announcement of some 
banknotes illegal and the GST reform, though 
bringing certain short-term repercussions to the 
Indian economy, will yield more positive effects in 
the long run, meaning India will enjoy a bright 
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economic prospect. Brazil has pulled its economy 
out of the shadow of recession and its economic 
recovery momentum will further be consolidated. It 
is expected Brazil’s GDP growth rate will rise from 
1.5% in 2018 to 2.0% in 2019 and then stabilize 
around the level in the years ahead. Under the 
condition that the nuclear issue on the Korea 
peninsula is under control, Korea’s economic growth 
will basically stabilize around 3% in the following five 

years. The healthy development of the above- 
mentioned four major economies will lay a solid 
foundation for the realization of middle- to high-speed 
economic growth for the E11 as a whole. Aside from 
this, Indonesia, Turkey, Argentina, Saudi Arabia, South 
Africa and Mexico will also see stable and rising 
economic growth rates which are expected to be 
basically positive. 

 

Table 2.4 GDP growth rates of the E11 countries in 2018-2022 (%) 

 2018 2019 2020 2021 2022 

Argentina 2.5 2.7 3.1 3.2 3.2

Brazil 1.5 2.0 2.0 2.0 2.0

China, People’s Republic of 6.5 6.3 6.2 6.0 5.8

India 7.4 7.8 7.9 8.1 8.2

Indonesia 5.3 5.5 5.5 5.5 5.5

Korea, Republic of 3.0 3.0 2.9 2.9 2.9

Mexico 1.9 2.3 2.7 2.7 2.7

Russia 1.6 1.5 1.5 1.5 1.5

Saudi Arabia 1.1 1.6 1.8 2.0 2.0

South Africa 1.1 1.6 2.2 2.2 2.2

Turkey 3.5 3.5 3.5 3.6 3.6

Note: Economic growth rate of each country is the GDP growth rate based on constant price. The data are all based on forecasts. 

Source: IMF-WEO, Oct. 2017. 

 
The E11 will maintain a positive and upward 

development momentum in 2018 and its economic 
growth speed will continuously rise. Numerous 
factors have pushed forward E11’s economic growth, 
including both favorable internal factors, such as 
structural adjustments being promoted in these 
emerging economies and the releasing of dividends 
by deepening reforms, and accelerated from-old-to- 
new dynamics transformation of their economic 
growth, and favorable external factors, such as 
continuing momentum of global economic growth, 
and continuous improvements in external demand. 

In addition to above-mentioned favorable conditions, 
the E11 economies are also facing numerous risks 
and challenges. For instance, reverse-globalization, 
especially trade and investment protectionism, tends 
to further intensify, international direct investment 
growth continues to slide, the spillover effects 
produced by the US fiscal and monetary policy 
adjustment on the world economy are uncertain, the 
problem of accumulated debt has become 
increasingly serious, asset bubbles are rapidly 
accumulating, and geopolitical risks and terrorism are 
still severe. 
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Most of the E11 countries saw their employment 
growth slow or even fall into the negative territory, but 
their employment structure has improved, with their 
gap in terms of the ratio of employment in services 
industry to total employment narrowing compared 
with the developed countries. In most E11 countries, 
unemployment, especially youth unemployment, has 
risen moderately. In Brazil and South Africa, in particular, 
youth unemployment and its potential impact on social 
stability should be closely monitored. Growth of per 
capita income, real salary and final residential 
consumption of most E11 countries was negative or on 
the decline, but their overall income distribution has 
improved and some of them have had stronger social 
security capacity. 

 

3.1 Unemployment on the Rise 
in Most E11 Countries 

Affected by factors such as inadequate global 
economic growth momentum, most E11 countries 
have seen their employment growth slow or even 
register negative growth in 2017; meanwhile, unem- 
ployment rates have risen and youth unemployment 
has become a serious problem. The E11 countries 
have large population scales and some of them are 
facing the problems of negative population growth 
and fast aging. They also have large labor scales and 
most of the E11 countries saw their labor force 
participation rate drop in 2017. 

3.1.1 Slowing Job Growth and Growing 
Unemployment Pressure 

According to the latest estimates of the International 

Labor Organization, most E11 countries saw their 
number of employed people increase in 2017 
compared with 2016, but growth of employment 
was not as significant as in 2016 (See Figure 3.1). 
Among them, India registered the most increase in 
employment (7.08 million, or 1.4%); in Saudi Arabia, 
the number of employed people increased by 
400,000, up by 3.2% year-on-year, the largest growth 
among the E11 countries. In 2016, the annual 
employment growth of both Turkey and Saudi Arabia 
rose by more than 4%. Indonesia and Mexico are also 
E11 countries that have seen their employment 
increases exceed 1 million; they registered employment 
increase of 1.45 million and 1.26 million, respectively. 
Turkey saw its employment increase by 340,000, up 
by 1.2% year-on-year while Argentina and Korea also 
registered slight positive job growth. Brazil, Russia, 
China and South Africa, however, registered slight 
negative growth, decreasing by 390,000 (0.4%), 
320,000 (0.4%), 1.51 million (0.2%), and 8,000 (0.1%), 
respectively. In 2016, only two E11 countries 
registered negative job growth. Employment is not 
the challenge that only E11 countries face. In 2017, 
Japan and Italy, which are G7 countries, also saw their 
employment decrease. In 2016, all G7 countries 
registered positive job growth. 

In terms of industrial distribution of employ- 
ment, the ratio of employment in services industry to 
total employment of E11 countries is still lower than 
that of G7 countries (See Figure 3.2). In 2017, it was 
61.4% on average, 13.9 percentage points lower than 
G7 average, compared with 14.2% in 2016, indicating 
the gap has moderately narrowed. The International 
Labor Organization (ILO) forecast that in 2018, the 
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gap would further narrow. In terms of performance 
of individual E11 countries, the ratios of employment 
in services industry to total employment in Argentina, 
Brazil, Korea, Saudi Arabia and South Africa in 2017 
were very close to or even exceeded that of Italy 
(69.8%), which has the lowest ratio of services 
employment in G7. The ratio of Russia (66.4%) was 
also quite close to that of Italy, followed by China 

(55.9%) and Turkey (53.8%), while those of Indonesia 
and India were relatively low, standing at 47.1% and 
33.5%, respectively. China, Indonesia and India saw 
their ratios of employment in services industry to 
total employment in 2017 rise significantly compared 
with 2016, up by 1.0%, 0.7%, and 0.6%, respectively. 
The ratios dropped slightly in Saudi Arabia, Mexico 
and Brazil. 

 

Figure 3.1 Numbers of employed people in the E11 and the G7 in 2016-2018 
Note: Estimation by the ILO released in January 2018. 

Source: ILO database. Jan. 2018. 

 

Figure 3.2 Ratios of employment in services industry to  
total employment in the E11 and the G7 in 2016-2018 

Note: Estimation by the ILO released in January 2018. 

Source: ILO database, Jan. 2018. 
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Calculation based on estimation of the Interna- 
tional Labor Organization shows that from 2016 to 
2017, E11 countries registered a moderate rise in 
their average unemployment rates from 8.1% to 8.3%, 
before falling to 8.2% in 2018. The trend is not in line 
with that of G7 countries, where the rates have been 
declining continually (See Figure 3.3). In terms of 
performance of individual E11 countries, Brazil and 
South Africa registered significantly higher unem- 
ployment rates in 2017 compared with 2016, up by 
1.3 percentage points and 1.1 percentage points, 
respectively. It was slightly up in such countries as 

Turkey, Argentina, Indonesia, China and Korea while 
in Mexico, Russia and Saudi Arabia, it declined.1 
Comparatively, the unemployment rates of all G7 
countries in 2017 were lower than that of 2016. 
——————————————————————— 
1 According to the Statistical Communiqué of the People’s 

Republic of China on the National Economic and Social 
Development in 2017, the registered urban unemployment rate 
at the end of 2017 was 3.90%, a decrease of 0.12 percentage 
points from the end of 2016. See National Bureau of Statistics 
of China. The Statistical Communiqué of the People’s Republic 
of China on the National Economic and Social Development 
in 2017. 2018-02-28. http://www.stats.gov.cn/tjsj/zxfb/201802/ 
t20180228_1585631.html. 

 

Figure 3.3 Unemployment rates of the E11 and the G7 in 2016-2018 
Note: Estimation of unemployment rates of those aged at 15 and above by the ILO released in November 2017. 

Source: ILO database, Jan. 2018. 

 
3.1.2 Youth Unemployment: A Serious 
Problem 

Most E11 countries saw their youth unemployment 
rates fall in 2017. Compared with the G7, the employ- 
ment rate of young people aged 15-24 in E11 
countries is about 10 percentage points lower; 
moreover, in 2017, the average youth employment 
rate of E11 countries fell compared with 2016, which 
was not seen in G7 countries (See Figure 3.4). Among 
the E11 countries, Brazil saw its youth employment 
rate fall by 1.8 percentage points, South Africa by 1.2 
percentage points, and Russia by 1.1 percentage 
points—all by more than 1 percentage point. In 
Argentina, China, Indonesia, Turkey, India and Korea, 
it also fell moderately, while it remained unchanged 
in Saudi Arabia. It rose only in Mexico (up by 0.2 
percentage points). 

Lacking working experiences and more motivated 
to try new job opportunities, young people aged 
15-24 generally have higher unemployment rate 
than overall jobless rate, either in emerging-market 
or developed economies. In 2017, the average youth 
unemployment rate of E11 countries was 21.7%, up 
by 0.9 percentage point year-on-year, while it was 
15.0% in G7 countries, down by 0.8 percentage point 
compared with 2016 (See Figure 3.5). In terms of the 
performance of individual E11 countries, the youth 
unemployment rates of South Africa and Brazil in 
2017 were up by 4.0 percentage points and 3.2 
percentage points, respectively, while it was up by 
1.7 percentage points in Argentina. It was up slightly 
in Turkey, Indonesia, Korea and Saudi Arabia and in 
India, it remained unchanged. In Mexico, Russia and 
China, youth unemployment rate dropped slightly 
(See Figure 3.5). 
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Figure 3.4 Youth employment rates of the E11 and the G7 in 2016-2018 
Note: Estimation by the ILO released in November 2017. 

Source: ILO database, Jan. 2018. 

 

Figure 3.5 Youth unemployment rates of the E11 and the G7 in 2016-2018 
Note: Estimation by the ILO released in November 2017. 

Source: ILO database, Jan. 2018. 

 
3.1.3 Worsening Aging and Falling Labor 
Force Participation 

Some E11 countries face a serious demographic 
situation. According to the latest IMF estimation, the 
total population of the E11 reached 3.71 billion in 
2017, up by 0.9 percentage points year-on-year. 
China still has the largest population in the world, 
reaching 1.39 billion, up by 8.14 million compared 

with 2016, contributing to 23.7% of the increased 
population of the E11 (See Figure 3.6). India lagged 
behind China to have a population of 1.32 billion in 
2017, but its increased population contributed to 
49.9% of the increased population of the E11, 
meaning nearly half of the increased population of 
the E11 came from India in 2017. Russia faces the 
problem of negative population growth. According 
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to IMF estimation, from 2016 to 2018, Russia’s total 
population decreased by 0.01%, 0.05% and 0.08%, 
respectively, which shows a trend of accelerating 
negative growth. China’s demographic situation was 
no less severe. According to statistics released by the 
National Bureau of Statistics of China on January 18, 
2018, the country’s new births were 17.23 million in 
2017, 630,000 fewer than in 2016.1 The year 2017 
marked the second year of China implementing its 
comprehensive second-child policy. The authorities 
used to think that the policy’s effect may not surface 
right after its implementation given the time lag and  

it may begin to work starting from 2017; therefore, 
new births in 2017 may significantly more than those 
of 2016. However, statistics show that the policy has 
failed to change people’s reproductive behavior as 
significantly as expected and the comprehensive 
second-child policy may fail to play a role in easing 
the country’s population aging as large as expected. 
——————————————————————— 
1 The National Bureau of Statistics of People’s Republic of China. 

Economy is Stable and Improving, Beating Expectations. 
January 18, 2018, http://www.stats.gov.cn/tjsj/zxfb/201801/ 
t20180118_1574917.html. 

 

 

Figure 3.6 Population of the E11 and the G7 in 2016-2018 
Source: IMF database, Oct. 2017. 

 
In terms of age structure of population, the E11 

on the whole have a younger population than the 
G7, but the degree of aging varies among different 
E11 countries (See Figure 3.7). Russia and Korea are in 
the first tier of population aging; in 2017, more than 
20% of their population were aged 60 and above 
(21.1% and 20.1%, respectively), close to the level of 
the US (21.5%), which has a relatively young 
population in the G7. China (16.2%) and Argentina 
(15.4%) are in the second tier, with more than 15% of 
their population aged 60 and above. Other E11 
countries with 10% of their population aged 60 and 
above in 2017 included Brazil (12.6%), Turkey (12%) 
and Mexico (10.1%). The ratios were lower than 10% 
in India, Indonesia, South Africa and Saudi Arabia in 

2017 and it was the lowest in Saudi Arabia (5.6%). In 
terms of the growth rate of aging in recent years, 
Korea, Russia and China have had faster growth rates 
of aging. From 2015 to 2017, their ratios of people 
aged 60 and above rose by 1.6, 1.1 and 1 percentage 
points, respectively, while among G7 countries, only 
Canada saw its ratio of people aged 60 and above 
increase by more than 1 percentage point during the 
same period. 

In terms of urban-rural population structure, the 
ratio of urban population to total population in most 
E11 countries in 2016 was lower than the average 
ratio of the G7 (80.7%); Only the ratios of Argentina, 
Brazil, Saudi Arabia and Korea were 11.2, 5.2, 2.6 and 
1.9 percentage points higher than that of G7 
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countries (See Figure 3.8). Besides, Mexico, Russia, 
Turkey and South Africa have an urbanization rate of 
over 60%, reaching 79.5%, 74.1%, 73.9 and 65.3%, 
respectively. Those of China and Indonesia were 
56.8% and 54.5%, respectively. India has the lowest 
ratio, standing at 33.14%. However, compared with 

2016, the growth of urbanization rate of the E11 
countries varies, with China and Indonesia 
registering the sharpest growth—by 1.2 and 0.7 
percentage points, respectively, in a year. The 
growth of South Africa and Turkey also each rose by 
half a percentage point. 

 

 

Figure 3.7 Ratios of people aged 60 and above of the E11 and the G7 in 2015 and 2017 
Sources: United Nations World Population Aging Report, 2015 and 2017. 

 
 

 

Figure 3.8 Ratios of urban population to total population of  
the E11 and the G7 in 2015-2017 

Note: 2017 data are based on estimation. 

Source: World Bank database, Feb. 2018. 
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In terms of labor force participation rate, the 
ratio of young people aged 15 and above that 
engage in economic activities to total population has 
been on the decline in most E11 countries in recent 
years (See Figure 3.9). In 2017, labor force participa- 
tion rate rose only in Saudi Arabia, Mexico and South 
Africa over 2016, up by 0.24, 0.03 and 0.02 percen- 
tage points, respectively; it declined in all other E11 
countries. The average value of relative change of 
labor force participation rate in 2017 over 2016 was 
-0.1 percentage point. Comparatively, the labor force 
participation rate of all G7 countries declined in 2017, 
with the average value of change standing at -0.17 
percentage points. The falling labor force partici- 
pation rate can be attributed to two factors. One is 
that those who cannot secure a job for a long time 
become unwilling to continue to look for a job and 
tend exit from the labor market, which can lead to 
falling unemployment rate and cause underestima- 

tion of the seriousness of the problems in the labor 
market; the other is that some laborers exit from the 
labor market due to high income levels or their need 
to return home, which can lead to rising unemploy- 
ment. It is more possible that the falling labor force 
participation rate of the E11 is caused by the first 
scenario. It means that without falling labor force 
participation rate, the unemployment rate of the E11 
may be even higher. In terms of absolute level, in 
2017, the labor force participation rate of China, 
Indonesia, Brazil, Russia, Korea and Mexico was 
relatively higher, exceeding 60% in all those countries. 
China had the highest rate of 68.9% and it was the 
lowest in Turkey (51.6%) in 2017. The low labor force 
participation rate in Turkey, India and Saudi Arabia is 
mainly caused by the low female labor force 
participation rate, which was only 32.4%, 27.2% and 
22.3%, respectively, in 2017. 

 

Figure 3.9 Labor force participation rates of the E11 and the G7 in 2015-2017 
Source: World Bank database, Feb. 2018. 

 
Despite their falling labor force participation 

rate, the E11 countries still have a huge labor scale 
(See Figure 3.10). In 2017, the number of laborers was 
more than 100 million in China, India, Indonesia and 
Brazil. China registered 785 million laborers, down by 
1.69 million over 2016; India registered 520 million 
laborers, up by 7.43 million year-on-year; Indonesia 
registered 127 million laborers, up by 1.73 million 
compared with 2016; and Brazil registered 104 
million laborers, up by 1.07 million year-on-year. The 
number of Mexico’s laborers was only 58.07 million, 
but it increased by 1.08 million year-on-year, more 

than the increase of Brazil. Among the E11 countries, 
China’s labor scale dropped in 2017 compared with 
2016 and Russia saw its laborers fall by about 700,000 
compared with 2016. The E11 as a whole saw their 
labor scale expand by 10.55 million in 2017 
compared with 2016. Comparatively, among the G7 
countries, the labor scale of Japan, Italy and Germany 
shrank by 420,000, 110,000 and 50,000, respectively, 
in 2017 compared with 2016. The labor scale of the 
G7 as a whole, however, expanded by about 450,000, 
mainly thanks to the increasing number of laborers in 
the US (about 720,000). 
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Figure 3.10 Labor scale of the E11 and the G7 in 2015-2017 
Source: World Bank database, Feb. 2018. 

 

3.2 Income Decreases but 
Distribution Improves 

The gross national income and real salary growth of 
most E11 countries fell and they still lagged quite far 
behind the developed countries led by the G7. The 
residential consumption expenditure growth of most 
E11 countries was negative or fell, but their income 
distribution inequality has eased and the social 
security capacity of some countries improved mode- 
rately. 

3.2.1 Per Capita Income and Real Salary 
Growth of Most Countries Falls 

In 2016, the per capita Gross Net Income (GNI) of most 
E11 countries in terms of current dollar price fell 
year-on-year and it was expected to continue to decline 
in 2017 (See Figure 3.11). Russia, Brazil and South Africa 
registered the sharpest fall of per capita GNI in 2016, 
down by 16.6%, 12.3% and 10%, respectively. Countries 
that registered a fall between 5% and 10% included 
Saudi Arabia (9%), Mexico (8%) and Turkey (6.4%). That of 
Argentina and Indonesia was 3.7% and 1.2%, 
respectively. India, China and Korea saw their per capita 
GNI rise by 4.4%, 3.8% and 1.3%, respectively. In 2016, 
the per capita GNI of Korea, Saudi Arabia, Argentina and 
Turkey exceeded USD10,000 while that of Brazil and 
Russia fell below that level. China’s per capita GNI rose 
from USD7,950 in 2015 to USD8,250 in 2016. 

The falling per capita GNI also reflects the trend 
of declining real salary growth in most E11 countries 

(See Figure 3.12). From 2013 to 2015, Brazil’s real 
salary growth fell to -3.7% from 1.9%, China from 
8.8% to 6.9%, Indonesia from 10.1% to -0.4%, Russia 
from 4.8% to -9.5%, Saudi Arabia from 5.6% to 5.2%, 
and Turkey from 6.4% to 5.6%. In contrast, real salary 
growth of most G7 countries during the same period 
was on the rise. For instance, the real salary growth of 
Germany rose to 2.8% from 0.5%, Italy to 1% from 
-0.3%, Japan to 0.3% from -0.8%, the UK to 1.3% from 
-0.5%, and the US to 2.2% from 0.4%. 

3.2.2 Negative Growth of Consumption 
Expenditure in Some Countries 

Some E11 countries, such as Russia and Brazil, have 
seen their income and salary levels fall quite sharply 
in recent years; their residential consumption expen- 
diture, meanwhile, also registered negative growth in 
2016 (See Figure 3.13). It was -4.5% in Russia, -4.2% in 
Brazil, and -1.4% in Argentina. The residential con- 
sumption expenditure growth of South Africa, Saudi 
Arabia and Turkey was not negative, but had fallen 
quite significantly to 0.8%, 2.2% and 3.7% in 2016, 
respectively, from 1.7%, 6.8% and 5.4% in 2015. In 
2016, the residential consumption expenditure of 
India, China and Indonesia increased at a fast pace, 
rising to such high levels as 8.7%, 7.8% and 5.0%, 
respectively, from 6.1%, 7.2% and 4.8% in 2015. It was 
expected that in 2017, the residential consumption 
expenditure growth of Russia and Brazil would 
become positive, but that of India and China, which 
used to be high, would fall. 
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Figure 3.11 Per capita GNI of the E11 and the G7 in 2015-2017 
Note: 2017 data are estimates by researchers of this study. 

Source: World Bank database, Jan. 2018. 

 

 

Figure 3.12 Real salary growth of the E11 and the G7 in 2013-2015 
Note: Argentina data not available. 

Source: ILO Global Wage Report 2016/17. 
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Figure 3.13 Annual residential consumption expenditure growth  
of the E11 and the G7 in 2015-2017 

Note: 2017 data are estimates by researchers of this study. 

Source: Calculated based on World Bank database, Jan. 2018. 

 
3.2.3 Income Distribution Improves 

The Gini coefficient is an internationally accepted 
indicator 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 countries 
calculated by this annual report is 43.4% on average, 
down from 43.9% in 2017 report, mainly because of 
the improvement in the income distribution of 
Russia, Korea and Brazil (See Figure 3.14). However,  

 

Figure 3.14 Gini coefficient of the E11 and the G7 
Note: Latest statistics since 2012 that are available are used. 

Sources: Data for the G7, Korea and Turkey are from OECD Database; China’s data are from its 2016 statistics released by its National 

Bureau of Statistics; data for South Africa, India and Saudi Arabia are from the CIA World Factbook 2017 of the US; and data for 

other economies are from World Bank database, Jan. 2018. 
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the gap between the E11 and the G7 remains striking. 
Internationally, 40% is regarded as the warning line of 
income inequality. If the Gini coefficient is above 40%, 
social turbulence tends to happen. Among the E11 
countries, Russia’s Gini coefficient dropped below 
that line while it was 29.5% in Korea in 2015, 
meaning income distribution is relatively equal. The 
average Gini coefficient of the G7 was 33.0% during 
this reporting period, down from 33.1% in the last 
reporting period. 

3.2.4 Improving Social Security Capacity in 
Some Countries 

Social contributions mainly include social security 
contributions paid by employees, employing units 
and individual business owners. In most developed 

countries, those funds account for a higher propor- 
tion of total income, so that those countries are 
capable of providing more reliable social security 
services. Among the E11 sampled countries of this 
reporting period, the average ratio of social 
contributions to income was 21.2%, still lagging far 
behind the G7 economies, whose ratio of social 
contribution to income was 35% on average. It is 
mainly because of the excessive low ratios of India 
and South Africa. The ratios of Argentina, Brazil, China, 
Korea, Russia and Turkey were all higher than that of 
the UK in the G7 (See Figure 3.15). Compared with 
2016, the ratios of Brazil, Russia, Mexico and Turkey 
had risen moderately. 

 

Figure 3.15 Ratios of social security contributions to income  
in some E11 and G7 countries 

Note: China’s data are 2014 statistics; India’s data are 2013 statistics; data for other countries are estimates by researchers of this study based 

on World Bank data for 2017. 

Source: World Bank database, Jan. 2018. 
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Chapter 4 
Prices and Monetary Policy 
 

 
 
The inflationary situation in most E11 countries 
improved in 2017, although some countries still 
faced quite serious inflationary pressure. In 2018, it is 
expected that inflation rate of E11 countries would 
pick up moderately. Given the limited space for 
loosening their monetary policy stance and 
especially the gradually monetary policy tightening 
by the US Federal Reserve, the E11 countries may 
face more serious monetary tightening pressure. 

 

4.1 Inflation Well under 
Control 

Although some countries still faced quite heavy 
inflationary pressure in 2017, most E11 countries saw 
their inflation rate fall. In 2018, due to recovery of the 
bulk commodities prices, the emerging-market 
economies are expected to continue to recover and, 
affected by currency depreciation, inflation rate of 
most E11 countries is expected to pick up over 2017. 

4.1.1 Inflation Rate of Most E11 Countries 
Falls 

Inflation rate of most E11 countries fell in 2017. 
Brazil’s inflation rate dropped to 3.4% in 2017 from 
8.7% in 2016, the lowest in history. China’s inflation 
rate in 2017 was 1.6%, down by 0.4 percentage 
points compared with 2016. Inflation rate of India, 
Russia and South Africa also dropped in 2017 and 
Saudi Arabia even suffered from deflation. However, 
inflation in some countries rose, moving up from 
3.5% in 2016 to 3.8% in 2017 in Indonesia and from 
1.0% to 1.9% in Korea. On the whole, however, 
inflation in those two countries was not very high. 

Inflation rate of Mexico soared to 6.0% in 2017 from 
2.8% in 2016 and that of Turkey to 11.1% from 7.7%. 

Seen from the monthly changes of inflation in 
2017, most E11 countries saw their inflation level 
trend down. Brazil’s inflation rate fell to 3.0% in 
December from 5.4% in January, the lowest in 19 
years. Russia’s inflation rate dropped to 2.5% in 
December from 5.0% in January; during the same 
period, South Africa’s inflation rate eased to 4.5% 
from 6.8%. Inflation of some E11 countries picked up 
in the first half of 2017 before starting to edge down 
in the second half. Indonesia’s inflation rate hit 4.4% 
in June 2017, the highest in the year, before falling to 
3.6% in December. Korea had a similar situation. Its 
inflation rate hit the highest point in the year in 
August 2017 and then started to fall. In other cases, 
inflation of some E11 countries picked up moderately 
in the second half of the year, especially the fourth 
quarter. For instance, India’s inflation rate rose to 5.2% 
in December from 1.5% in June, indicating heavier 
inflationary pressure the country faced. China’s 
inflation rate rose to 1.8% in December after it hit 
0.8% in February, the lowest in the year. Inflation of 
Mexico and Turkey on the whole was in an upward 
trajectory. By December 2017, their inflation rose to 
6.8% and 11.9%, respectively. In 2017, Argentina’s 
inflation was the highest among the E11 countries, 
hovering at above 20%. It was still as high as 24.8% in 
December, much higher than the inflation control 
target of 12%-17% set by its central bank. Saudi 
Arabia fell into deflation in 2017. Its prices started to 
register positive growth from November and 
December and they remained at low levels (See 
Table 4.1). 
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Table 4.1 Year-on-year changes of CPI of the E11 in January-December of 2017 (%) 

1 2 3 4 5 6 7 8 9 10 11 12 

Argentina n.a. n.a. n.a. 27.5 24.0 21.9  21.5 23.1 24.2 23.1 22.3 24.8 

Brazil 5.4 4.8 4.6 4.1 3.6 3.0  2.7 2.5 2.5 2.7 2.8 3.0 

China, People’s Republic of 2.5 0.8 0.9 1.2 1.5 1.5  1.4 1.8 1.6 1.9 1.7 1.8 

India 3.2 3.7 3.9 3.1 2.7 1.5  2.4 3.3 3.3 3.6 4.9 5.2 

Indonesia 3.5 3.8 3.6 4.2 4.3 4.4  3.9 3.8 3.7 3.6 3.3 3.6 

Korea, Republic of 2.0 1.9 2.2 1.9 2.0 1.9  2.3 2.6 2.1 1.8 1.3 1.5 

Mexico 4.7 4.9 5.4 5.8 6.2 6.3  6.4 6.7 6.4 6.4 6.6 6.8 

Russia 5.0 4.6 4.3 4.1 4.1 4.4  3.9 3.3 3.0 2.7 2.5 2.5 

Saudi Arabia -0.4 -0.1 -0.4 -0.6 -0.7 -0.4  -0.3 -0.2 -0.1 -0.2 0.1 0.4 

South Africa 6.8 6.5 6.1 5.3 5.3 5.0  4.4 4.6 4.9 4.6 4.4 4.5 

Turkey 9.2 10.1 11.3 11.9 11.7 10.9  9.8 10.7 11.2 11.9 13.0 11.9 

Note: n.a. represents data not available. 

Sources: Wind Info and websites of central banks of concerned countries, Jan. 2018. 

 
In terms of producer price index (PPI) changes, the 

E11 countries have shown different characteristics. PPI of 
some countries dropped or even contracted. According 
to the IMF statistics, in the first and second quarter of 
2017, South Africa’s PPI rose by 5.0% and 4.5% 
year-on-year, slightly lower than its 2016 levels. Brazil’s 
PPI dropped by 1.1% in the second quarter of 2017 
year-on-year, while Saudi Arabia’s PPI dropped by 
38.2% year-on-year both in the first and second 
quarter of 2017. PPI of most E11 countries edged up. 
China’s PPI rose from a negative 1.3% in 2016 to 7.4% 
in the first quarter of 2017 before falling to 5.8% in 
the second quarter, its whole-year reading was 6.3%, 

putting an end to the downward cycle that last for 
five years since 2012. Korea had a similar situation, its 
PPI turned positive in 2017. PPIs of India, Indonesia 
and Mexico also rose by varying degrees. PPIs of 
Russia and Turkey soared in 2017. In the first quarter 
of 2017, Russia’s PPI rose by 13%, up by 8.7 
percentage points from 2016. Turkey’s PPI rose by 
15.1% and 15.5% in the first quarters of 2017, much 
higher than in 2016 (See Table 4.2). PPI is generally 
seen as a leading indicator for inflation changes and 
the PPI changes in E11 countries in 2017 indicate that 
they may face heavier inflationary pressure in the 
future. 

 

Table 4.2 Year-on-year changes of PPI of the E11 and the G7 in 2016-2017 (%) 

2016 2017Q1 2017Q2 

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

Brazil 11.5 5.3 -1.1 

China, People’s Republic of -1.3 7.4 5.8 

India 2.0 6.0 n.a.

Indonesia 7.9 9.4 n.a.

Korea, Republic of -1.8 4.2 3.3 

Mexico 5.7 9.6 7.8 

Russia 4.3 13.0 n.a.
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continued 

2016 2017Q1 2017Q2 

Saudi Arabia 3.1 -38.2 -38.2 

South Africa 6.6 5.0 4.5 

Turkey 4.3 15.1 15.5 

Canada -0.2 3.8 5.0 

France -2.2 3.5 n.a.

Germany -1.7 2.8 n.a.

Italy -1.9 2.9 n.a.

Japan -3.5 1.0 2.1 

UK 0.4 3.7 3.4 

US -2.7 5.1 4.2 

Note: n.a. represents data not available. 

Source: IMF-PGI, Jan. 2018. 

 
4.1.2 Food Prices: Main Factor Affecting 
Inflation 

Food prices are the main factor behind inflation 
changes in the E11 countries. The falling inflation 
rate in some countries has been caused by falling 
food prices. China’s food prices dropped by 1.4% 
in 2017, the first drop since 2003; it was the main 
cause of the country’s easing inflation. Brazil’s 
grain output hit a new record in 2017, leading to 
the first drop of food prices since 2006; it was also 
the main cause of the country’s falling inflation 
rate. Saudi Arabia’s inflation fell into the negative 
territory for two consecutive years; apart from the 
high base effect, low food prices are also a factor 
dampening inflation. Food price fluctuations have 
also directly affected India’s inflation changes. In 
2017, due to good harvests of soy bean, oil seeds 
and other cash crops, India’s food price growth fell 
sharply and even turned negative in June; after 
that, as vegetable and fruit costs surged, India’s 
inflation soared again. Mexico’s inflation rate hit a 
new high in 2017, partly attributable to rising food 
and energy prices. 

Currency depreciation worsened the inflationary 
pressure facing some E11 countries. Depreciation of 
home currency will cause rising prices of imports, 
bringing in inflationary pressure. Similar to 2016, in 
2017, countries with heavy inflationary pressure 
generally experienced sharp depreciation of their 
currencies. The new Turkish lira’s exchange rate 

against the US dollar fell by 10.3% in December 2017 
compared with 2016, leading to surging prices of 
imported bulk commodities, such as oil, and the 
imported inflation had further pushed up the 
country’s domestic inflation level. The exchange rate 
of Argentine peso against the US dollar fell by 12.0% 
in December 2017 compared with 2016 and the 
sharp peso depreciation became the most significant 
factor behind the country’s rising inflation. Besides, 
currencies of most E11 countries had appreciated 
moderately or remained stable in 2017 compared 
with 2016, which played a role in easing their 
inflationary pressure. 

Price reform pushed up inflation. The Energy 
Regulatory Commission of Mexico announced at the 
end of 2016 that the country would gradually relax 
control of gasoline, diesel and jet fuel oil prices. 
Starting from January 1, 2017, the Mexican 
government initiated the market-oriented gasoline 
pricing reform. Gasoline prices surged by as high as 
20.1% and diesel prices rose by about 16.5%, pushing 
up overall price rises. To reduce fiscal deficit, the 
Argentine government cut subsidies for public 
facilities, such as natural gas and power supply in 
2017, which led to continual rises of gasoline, 
electricity, gas and public transport costs, increased 
the Argentine people’s daily living expenses, and 
worsened inflation. 

The excessive monetary expansion of some E11 
countries have also pushed up inflation. In recent 
years, Argentina has maintained high-rate money 
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supply growth; its broad measure of money supply, 
or M2, increased by more than 50% in some months 
of 2017. Turkey’s M2 growth also exceeded 20% in 
some months of 2017. The excessive growth of 
money supply has led to hovering inflation levels in 
those two countries. 

4.1.3 Inflation Expected to Rise Moderately 

Looking ahead, in 2018, the inflation levels of the E11 
countries may rise moderately compared with 2017. 
In some E11 countries, CPI may further rise, although 
price growth may hopefully be kept below the 
inflation control target set by the central bank. 
Inflation of some E11 countries, such as Argentina 
and Turkey, may ease compared with 2017 but 
would still hover at high levels. 

First, price rises of bulk commodities pushes up 
inflation. According to forecasts of the IMF in January 
2018, the global economic growth would reach 3.9% 
in 2018, up by 0.2 percentage points compared with 
2017. As the global economic recovery gradually 
gains steam, the international bulk commodities 
prices have risen. According to the World Bank report 
Commodity Markets Outlook released in October 2017, 
bulk commodities prices would continue to rise in 
2018, possibly pushing up the overall inflation level 
of the emerging-market economies, a trend that has 
been reflected by the acceleration of PPI growth in 
most E11 countries in 2017. 

Second, rising demand in the emerging- 
market economies pushes up price rises. In 2018, 
the trend of economic recovery would become 
more entrenched in most emerging-market 
economies and as domestic demand improves, 
their consumption recovery would push up prices. 
According to the G20 Surveillance Notes of the IMF 
released in October 2017, the output gap in most 
E11 countries in 2018 would narrow compared 
with 2017, thus resulting in acceleration of price 
rises. 

Third, currency depreciation exacerbates inflation 
pressure in emerging-market economies. As main 
developed economies tighten their monetary policies 
in 2018, the emerging-market economies would 
face the pressure of capital outflows and 
currency depreciation. If the exchange rates of 
the emerging-market currencies fall, it would 
cause rising prices of imports and exacerbate 
pressure of imported inflation in the 
emerging-market economies. 

4.2 Limited Space for 
Monetary Policy Adjustment 

The E11 countries had diversified monetary policy 
stances in 2017. While some E11 countries continued 
to adopt a loose monetary policy against the 
backdrop of fragile economic growth, others had 
been forced to tighten their monetary policies to 
tackle rising inflation. In 2018, due to their domestic 
economic recovery, rising inflationary pressure and 
interest rate hikes by the US Federal Reserve, the E11 
countries would face the pressure of policy 
tightening. 

4.2.1 M2 Growth Largely Accelerates 

The M2 growth of most E11 countries accelerated in 
2017. In Argentina and Turkey, M2 growth rate was 
higher than that of 2016. Argentina’s M2 growth rate 
fluctuated at around 50% in the first nine months of 
2017; although it trended down in the remaining 
months, it was still above 30% (See Table 4.3). From 
January to November 2017, Turkey’s M2 growth rate 
was largely at high levels; it dropped to 15.7% in 
December 2017. M2 growth rate in Indonesia and 
Russia was also about 10% in 2017. South Africa’s M2 
growth seemed not very fast in terms of absolute 
growth rate, but compared with 2016, it still 
accelerated, reaching 8.7% in November 2017, up by 
4 percentage points compared with 2016. Brazil kept 
its M2 growth at relatively low levels, but it was also 
on an upward trajectory in 2017. 

Money supply growth, however, slowed in 
some E11 countries. China’s year-on-year M2 growth 
rate trended down gradually in 2017, hitting 8.2% in 
December 2017, 3.1 percentage points down from a 
year ago. Korea had a similar situation; its M2 growth 
rate dropped to 4.8% in November 2017, down by 
2.7 percentage points from 2016. India’s M2 growth 
rate was very fast in 2016, and given the base effect, 
its M2 growth rate dropped significantly in 2017; it 
even fell into the negative territory from November 
2016 to April 2017. 

The developed economies also had diversified 
M2 growth trends. M2 growth rate in the euro zone 
and Japan picked up while it was largely on the decline 
in Canada, the UK and the US. M2 growth rate of the E11 
countries as a whole remained higher than that of the 
developed economies. For the emerging-market 
economies, money supply satisfies demand from 
normal economic activities, and at the same time, part 
of it is also fixed in capital formation. Therefore, at 
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present, the emerging-market economies generally 
have a faster M2 growth rate than the developed 
economies, which is a natural process of financial 
deepening in the emerging-market economies. Fast M2 

growth does not necessarily turn into inflationary 
pressure; still, attention should be paid to the 
exceptional M2 growth in some countries. 

 

Table 4.3 Year-on-year M2 growth in the E11 and  
the G7 in January-December of 2017 (%) 

1 2 3 4 5 6 7 8 9 10 11 12 

Argentina 53.2 52.1 58.9 54.3 49.3 46.9  51.8 54.0 51.8 31.9 31.1 n.a.

Brazil 2.9 3.3 3.8 4.6 5.4 6.2  5.7 5.9 6.6 5.7 5.6 4.6 

China, People’s Republic of 11.3 11.1 10.6 10.5 9.6 9.4  9.2 8.9 9.2 8.8 9.1 8.2 

India -12.9 -9.0 4.9 -1.3 0.0 2.5  1.9 2.9 2.4 3.6 33.7 n.a.

Indonesia 9.8 9.3 10.0 9.9 11.1 10.3  9.5 10.0 10.9 10.6 9.3 8.3 

Korea, Republic of 6.9 5.9 6.2 6.6 6.1 5.9  5.1 4.6 4.6 4.8 4.8 n.a.

Mexico 8.9 8.6 9.1 8.7 7.3 7.8  8.2 7.8 8.6 9.1 9.2 9.4 

Russia 11.9 12.1 11.1 10.1 10.0 10.5  9.0 9.0 9.5 10.0 10.1 10.5 

South Africa 7.1 6.0 5.1 5.3 6.7 6.7  6.8 6.4 6.9 5.8 8.7 7.9 

Turkey 19.1 16.7 18.7 20.6 19.4 20.2  18.7 20.4 20.1 21.8 19.0 15.7 

Canada 8.8 7.8 8.3 8.6 8.9 8.6  7.1 6.3 6.0 5.6 5.3 n.a.

Euro Zone 4.6 4.7 5.1 5.0 4.9 5.3  4.9 5.4 5.4 5.4 5.3 5.2 

Japan 3.9 4.1 4.2 3.9 3.8 3.9  4.0 4.0 4.0 4.1 4.0 3.6 

UK 5.6 4.6 5.1 5.7 5.9 3.3  2.5 2.8 2.9 2.1 2.9 2.7 

US 6.5 6.2 6.3 6.1 5.9 5.6  5.7 5.3 5.2 5.0 4.6 4.7 

Note: n.a. represents data are not available. 

Source: IMF-PGI, Jan. 2018. 

 
4.2.2 Diversified Benchmark Interest Rate 
Adjustment 

Brazil and Russia continued to sharply cut benchmark 
interest rates to stimulate economic growth in 2017, 
when Brazil cut interest rate eight times—by a total 
of 675 basis points, while Russia cut it six times—by a 
total of 225 basis points (See Table 4.4). Their interest 
rate cuts in 2017 were steeper than in 2016. 
Economic downturn also forced Indian central bank 
to further cut interest rate in 2017. In the first quarter 
of 2017, India’s real GDP growth rate was only 6.1%, 
the lowest in more than two years. Meanwhile, the 
Indian economy had suffered setbacks as a result of 
the country’s demonetization move in 2016 and its 
tax reform in 2017, forcing the central bank to cut 
interest rate to 6.0% in August 2017, the lowest since 
November 2011; it was the first interest rate cut since 

October 2016. Against the backdrop of dark 
economic growth prospects and easing inflation, 
South Africa’s central bank also announced to cut 
interest rate in July 2017, the first adjustment in 
nearly 15 months. 

To combat inflation, Argentina, Mexico and 
Korea raised interest rate in 2017. Although inflation 
in Argentina fell moderately in 2017, it was still much 
higher than the inflation control target set by its 
central bank. Therefore, the country hiked its interest 
rate three times, raising it to 28.75% from 24.75% in 
November 2016, one of the highest in the world. 
Considering the fast rises of inflation rate, in 2017, the 
Mexican central bank maintained its tempo of 
interest rate adjustment in 2016 and raised it five 
times by a total of 150 basis points to reach the 
highest level since February 2009. On November 30, 
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2017, Korea’s central bank announced to raise 
interest rate by 25 basis points to 1.5%, the first hike 
in six years, given the country’s strong economic 
growth and rising inflation that had been close to its 
inflation control target. 

Turkey and China kept their benchmark 
interest rates unchanged in 2017. Out of concerns 
about growth, Turkey kept its benchmark interest 
rate unchanged in 2017 and continued to adopt a 
relatively tight monetary policy. The Turkish 
central bank raised the late liquidity window rate 
three times in March, April and December, 2017 
and it was 12.75% after those adjustments. The 
central bank said that it would maintain its tight 
monetary policy stance until there are signs of 
significant improvement in inflation situation. China’s 
economic growth was largely stable in 2017; its 

consumer inflation rose mildly and prices remained 
stable. As a result, the People’s Bank of China, the 
central bank, continued to adopt a prudent and 
neutral monetary policy. While keeping its 
benchmark interest rate unchanged, the People’s 
Bank of China had combined the use of such tools as 
open-market operation, medium-term lending 
facility, pledged supplementary lending, and 
temporary lending facility to provide liquidity of 
different maturities to maintain liquidity stability. 
Meanwhile, the central bank had also adopted 
targeted cut in reserve requirement ratio of banks to 
increase support for the real economy, especially the 
micro-businesses. In 2016, Indonesia’s central bank 
cut interest rate four times; the country has kept the 
interest rate unchanged since June 2016 given its 
bright economic growth prospects and stable prices.

 

Table 4.4 Benchmark interest rate adjustments of the E11 countries in 2017 

 
Benchmark interest rate adjustment 

(time & margin)  
Benchmark interest rate adjustment 

(time & margin) 

Argentina

Nov. 29, 2016, 24.75% 
Apr. 11, 2017, 26.25% 
Oct. 24, 2017, 27.75% 
Nov. 7, 2017, 28.75% 

Brazil 

Nov. 30, 2016, 13.75% 
Jan. 11, 2017, 13.00% 
Feb. 22, 2017, 12.25% 
Apr. 12, 2017, 11.25% 
May 31, 2017, 10.25% 
Jul. 26, 2017, 9.25% 
Sept. 6, 2017, 8.25% 
Oct. 25, 2017, 7.50% 
Dec. 6, 2017, 7.00% 

China, 
People’s 
Republic 

of 

Oct. 23, 2015, 4.35% 
no adjustment in 2017 

India 
Oct. 4, 2016, 6.25% 
Aug. 2, 2017, 6.00% 

Indonesia
Jun. 16, 2016, 6.5% 
no adjustment in 2017 

Korea, 
Republic of 

Jun. 9, 2016, 1.25% 
Nov. 30, 2017, 1.50% 

Mexico 

Dec. 15, 2016, 5.75% 
Feb. 9, 2017, 6.25% 
Mar. 30, 2017, 6.50% 
May 18, 2017, 6.75% 
Jun. 22, 2017, 7.00% 
Dec. 14, 2017, 7.25% 

Russia 

Sept. 16, 2016, 10.0% 
Mar. 24, 2017, 9.75% 
Apr. 28, 2017, 9.25% 
Jun. 16, 2017, 9.00% 
Sept. 15, 2017, 8.50% 
Oct. 27, 2017, 8.25% 
Dec. 15, 2017, 7.75% 

Saudi 
Arabia 

Jan. 19, 2009, 2.00% 
no adjustment in 2017 

South Africa 
Mar. 17, 2016, 7.00% 
Jul. 21, 2017, 6.75% 

Turkey 
Nov. 24, 2016, 8.0% 
no adjustment in 2017   

Sources: global-rates.com (http://www.global-rates.com/) and websites of central banks of concerned countries, Jan. 2018. 
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4.2.3 Monetary Policy May Tighten 

The monetary policy stance of the emerging-market 
economies may tighten in 2018. The economic 
recovery of the emerging-market economies in 2018 
would lay a solid foundation for tightening monetary 
policy. According to forecasts of the IMF, in 2018, 
growth of the emerging and developing countries 
would reach 4.9%, 0.2 percentage point higher than 
2017. The economic growth of the E11 countries 
would continue to be high in 2018 and growth of 
most E11 countries would be higher than in 2017. 
Earlier analysis in this report shows that inflation of 
most E11 countries would rise in 2018, forcing them 
to tighten overall monetary policy stance. On the 
one hand, interest rate of some countries, such as 
Russia and Brazil, which had continually relaxed their 
monetary policy and seen their economic recovery 
well underway, has been at historically low levels and 
space for further relaxation of monetary policy would 
be very limited; on the other hand, pressured by 
rising inflation, some economies would further 
tighten their monetary policy. 

Meanwhile, major developed economies have 
started to tighten their monetary policy. The US 
Federal Reserve raised interest rate once in 2015 and 
raised it again in 2016; in 2017, the Fed accelerated 
its pace of interest rate hikes and raised interest rate 
in March, June and December, each by 25 basis 
points. By the end of 2017, the Fed had raised the 
federal funds rate to 1.25%-1.5%, citing strong labor 
market performance and stable economic growth in 
2017. In its forecast of the US’ economic growth 
prospects in December 2017, the Fed upgraded its 
forecast of the country’s real economic growth in 
2018 from 2.1% in its September 2017 projection to 
2.5%. Meanwhile, the Fed said the country’s inflation 
rate would remain stable in 2018, in which it would 
raise interest rate three times, each by 25 basis 
points. 

The European Central Bank (ECB) also started 
the process of monetary policy normalization. As the 
euro zone economy recovered, the European Central 
Bank has gradually trimmed the scale of its monthly 
asset purchase and at the same time kept interest 
rate unchanged. In April 2017, the European Central 
Bank reduced its monthly purchase of assets from 
EUR 80 billion to EUR 60 billion, which is seen as its 
first step towards monetary policy normalization. In 
October 2017, it announced that starting from 

January 2018, it will further reduce its asset purchase 
scale from EUR60 billion to EUR30 billion until 
September 2018. It is seen as the most significant 
step of monetary policy normalization since it 
adopted a loose monetary policy many years ago. 

However, while the US Fed and the European 
Central bank adjusted their monetary policy stance, 
Japan has kept its quantitative easing and negative 
interest rate policy unchanged. In December 2017, 
Bank of Japan decided at its monetary policy 
meeting that the short-term interest rate, which 
stood at -0.1%, and the zero long-term bond interest 
rate would be kept unchanged; meanwhile, it 
decided to continue to purchase Japanese 
government bonds, exchange-traded funds and 
Japan real estate investment trusts to maintain 
existing liquidity injection scale. Bank of Japan said 
that it held that in the short term, it is still hard to 
achieve the inflation goal of 2% and the current 
ultra-loose monetary policy would be maintained. 

The monetary policy orientation of the major 
developed economies has posed a challenge to the 
emerging-market economies. On the one hand, as 
the US Fed and the European Central Bank adjusted 
their monetary policies, especially the US Fed’s 
continual interest rate hikes, the emerging-market 
economies have been pressured to tighten their 
monetary policies. Given the continual interest rate 
hikes by the Fed, the emerging-market economies 
have faced the risk of large-scale outflow of 
international capital and some E11 countries have 
been forced to raise interest rate to prevent massive 
capital outflow and currency depreciation; as a result, 
some emerging-market economies have had to 
adjust their loose monetary policies that they used to 
adopt. In 2018, some emerging-market economies 
would raise interest rate, either being forced or not. 
On the other hand, the diversifying monetary policies 
of the developed economies have led to fluctuations 
of the exchange rates of major international 
currencies, which would in turn lead to drastic 
fluctuations of the exchange rates of 
emerging-market currencies that are pegged to 
currencies of the developed economies. The 
diversifying monetary policies of major developed 
economies would also lead to more drastic 
cross-border capital flows, thus challenging the 
stability of the emerging-market economies. 
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International Trade 
 

 
 
After experiencing lingering low growth in 2016, the 
foreign trade of the emerging economies obviously 
rebounded in 2017, due to their robust economic 
recovery on the one hand and accelerated external 
demand growth on the other hand. In the meantime, 
internal trade links among the emerging economies 
themselves have been intensified. However, the 
negative influences of protectionism on trade 
growth cannot be ignored. 

 

5.1 Robust and More Balanced 
Trade Growth 

Global trade in goods has suffered negative growth 
for two consecutive years since 2015, and the ratio of 
actual global trade growth rate to global economic 
growth rate has time and again hit a new low since 
the global financial crisis. According to the World 
Trade Statistical Review published by WTO in April 
2017, the total volume of global export of goods 
declined by 13.5% and 3.3% respectively in 2015 and 
2016; world trade in goods only grew by 1.3% in 
2016 from 2015 if the price factor is deducted, lower 
than actual global economic growth for five 
consecutive years.1 Entering 2017, the actual and 
nominal growth of global trade both rebounded. In 
September 2017, WTO adjusted its expectation for 
the actual global trade growth rate from previously 
2.4% to 3.6%.2 Against this backdrop and under the 

———————————————————————— 
1 WTO. Trade Statistics and Outlook:Trade Recovery Expected in 

2017 and 2018, amid Policy Uncertainty, April 12, 2017. 
2 WTO. Trade Statistics and Outlook: WTO Upgrades Forecast 

for 2017 as Trade Rebounds Strongly, April 12, 2017. 

driving of internal and external factors, the 
dynamism of the E11’s trade growth has continuously 
intensified and its trade growth has obviously 
accelerated. 

5.1.1 Obvious Trade Growth Recovery 

Since 2016, the E11’s foreign trade calculated 
according to trade volumes has experienced a 
first-downward-then-upward trend, showing signs of 
recovery and turning better. IMF data indicate that 
the E11’s trade in goods reached USD8.025558 trillion 
in 2016, a decrease of USD495.26 billion from a year 
earlier. Of the trade volume, export accounted for 
USD4.323901 trillion, a decrease of USD309.237 
billion, and import was USD3.701657 trillion, a 
decrease of USD186.024 billion. In 2016, China’s total 
trade in goods reached USD3.726055 trillion, ranking 
the first in the world, followed by the US, 
USD3.642877 trillion. In the first half of 2017, the E11’s 
total trade in goods amounted to USD4.273031 
trillion, increasing by USD482.629 billion from the 
same period of 2016, of which export was 
USD2.270430 trillion, an increase of USD222.050 
billion from 2016, and import was USD2.002602 
trillion, USD260.579 billion more than the same 
period of 2016. Data from UNCTAD indicate that the 
E11’s total trade in services was USD1.704013 trillion 
in 2016, a decrease of USD27.642 billion from 2015. 
Of the volume, export was USD675.585 billion, 
decreasing by USD16.039 billion, and import was 
USD1.028429 trillion, a decrease of USD11.603 billion. 
In 2016, China’s total trade in services reached 
USD660.740 billion, ranking second in the world, 
behind USD1.257021 trillion of the US. Behind China 
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came Germany, with USD586.030 billion. In the first 
half of 2017, the E11’s total trade in services 
amounted to USD877.718 billion, an increase of 
USD62.347 billion from the same period of 2016. Of 

the volume, export was USD339.403 billion, an 
increase of USD13.030 billion, and import was 
USD538.315 billion, an increase of USD49.317 billion 
(See Table 5.1).

 

Table 5.1 Changes of the E11’s foreign trade  
volume in 2014-H1, 2017 (USD million) 

 
Trade in goods Trade in services 

2014 2015 2016 H1, 2017 2014 2015 2016 H1, 2017 

Export 

Argentina 67,419 56,672 57,641 27,990 13,397 13,219 12,785 6,914

Brazil 225,100 191,134 184,558 107,716 39,965 33,778 33,300 17,508

China, People’s Republic of 2,343,222 2,280,541 2,136,595 1,050,818 219,099 217,385 208,328 101,274

India 317,719 266,163 261,862 146,311 157,196 156,278 161,819 86,633

Indonesia 176,292 150,393 136,846 79,972 23,531 22,221 23,367 11,541

Korea, Republic of 572,665 526,757 495,857 267,311 112,106 97,731 92,828 41,840

Mexico 396,764 380,411 373,848 197,469 21,182 22,903 24,597 13,518

Russia 497,834 343,427 285,534 167,565 65,744 51,697 50,554 27,252

Saudi Arabia 379,341 212,307 173,718 104,925 12,516 14,474 15,958 8,187

South Africa 91,164 81,488 74,913 42,956 16,829 15,050 14,360 7,770

Turkey 157,610 143,844 142,530 77,397 51,856 46,888 37,687 16,964

E11 5,225,130 4,633,137 4,323,901 2,270,430 733,422 691,624 675,585 339,403

Import 

Argentina 65,234 59,748 59,517 30,660 18,006 19,005 21,231 12,248

Brazil 242,804 181,744 145,019 75,775 88,072 70,696 63,747 33,060

China, People’s Republic of 1,963,105 1,601,761 1,589,460 857,749 432,796 435,677 452,413 236,195

India 460,501 392,230 356,320 208,793 128,362 123,567 133,532 72,978

Indonesia  178,179 142,695 135,551 71,298 33,541 30,918 30,331 15,106

Korea, Republic of 525,515 436,499 406,032 228,509 115,784 112,647 110,436 57,579

Mexico 423,335 418,436 409,496 212,114 34,466 32,657 33,549 17,893

Russia 286,669 182,404 182,268 101,069 121,022 88,617 74,381 39,928

Saudi Arabia 169,929 174,383 139,886 65,274 100,545 88,036 71,640 34,465

South Africa 105,887 90,546 79,490 43,037 17,042 15,531 14,954 7,991

Turkey 242,177 207,236 198,618 108,324 25,088 22,680 22,215 10,873

E11 4,663,334 3,887,681 3,701,657 2,002,602 1,114,724 1,040,031 1,028,429 538,315
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continued 

 
Trade in goods Trade in services 

2014 2015 2016 H1, 2017 2014 2015 2016 H1, 2017 

Import and export 

Argentina 132,653 116,420 117,158 58,650 31,403 32,224 34,016 19,162

Brazil 467,903 372,878 329,576 183,491 128,037 104,473 97,047 50,568

China, People’s Republic of 4,306,327 3,882,302 3,726,055 1,908,567 651,896 653,062 660,740 337,469

India 778,221 658,393 618,182 355,105 285,558 279,845 295,351 159,611

Indonesia 354,471 293,088 272,397 151,269 57,072 53,138 53,699 26,647

Korea, Republic of 1,098,179 963,255 901,889 495,819 227,890 210,378 203,264 99,419

Mexico 820,099 798,848 783,344 409,583 55,648 55,561 58,146 31,410

Russia 784,503 525,830 467,802 268,634 186,767 140,315 124,936 67,180

Saudi Arabia 549,270 386,691 313,604 170,199 113,061 102,510 87,598 42,652

South Africa 197,051 172,034 154,403 85,993 33,871 30,581 29,314 15,762

Turkey 399,787 351,080 341,148 185,721 76,944 69,568 59,902 27,837

E11 9,888,464 8,520,819 8,025,558 4,273,031 1,848,147 1,731,655 1,704,013 877,718

Sources: IMF, DOT database, Dec.2017; UNCTADSTAT, Dec. 2017. 

 
From the perspective of growth speed, the E11’s 

foreign trade growth speed generally rebounded 
quickly in 2017 after undergoing a decline in 2016. In 
terms of trade in goods, the E11 registered a nominal 
growth rate of negative 5.8% in 2016, 2.9 percentage 
points lower than that of world’s average trade in 
goods during the same period, with export and 
import respectively declining by 6.7% and 4.8%. In 
the first half of 2017, the E11’s trade in goods saw a 
considerable increase, growing by 12.7% 
year-on-year, 4.1 percentage points higher than 
world’s average trade in goods during the same 
period, with export and import respectively growing 
by 10.8% and 15.0% from 2016. In terms of trade in 
services, the E11 registered a nominal growth rate of 
negative 1.6% in 2016, 4.7 percentage points less 
than the 2015’s decline, with export and import 
respectively declining by 2.3% and 1.1% year-on-year. 
In the first half of 2017, the E11’s trade in goods saw 
an increase of 7.6% year-on-year, reversing the 
declining trend in the same period of 2016, with 
export and import respectively growing by 4.0% and 
10.1% from 2016. 

From a country-specific perspective, the E11 

economies all registered a year-on-year growth to 
some extent in terms of goods trade in the first half 
of 2017. For exporting countries of oil and gas or raw 
materials like Saudi Arabia, Russia, Brazil, Indonesia 
and South Africa, the rebound of commodity prices 
has driven robust recovery of their exports. IMF data 
indicate that of the E11, Saudi Arabia saw a 
considerable rise in goods export growth in the first 
half of 2017, increasing by 32.5%, followed by Russia, 
South Africa, Brazil, and Indonesia, with an increase of 
29.2%, 23.3%, 20.2% and 18.7% respectively from the 
same period of 2016. In terms of goods import, of 
the E11, only Saudi Arabia witnessed a decline of 
13.8% year-on-year, in comparison with a rise to 
different degree in other countries. Among them, 
Russia’s growth registered the largest rise, 27.1% 
year-on-year, followed by India and China, with a rise 
of 24.3% and 17.7% respectively. In terms of trade in 
services, all E11 countries saw a rise in their growth 
rate in the first half of 2017 except for Saudi Arabia, 
Korea and Turkey, which all saw a slight decline, 
down by 2.4%, 1.5% and 0.2% respectively. Among 
them, Russia achieved the largest rise in year-on-year 
growth, 18.2%, followed by Argentina, South Africa, 
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Mexico and India, growing by 14.7%, 14.1%, 11.5% 
and 10.9% respectively. China registered a rise of 
8.7% year-on-year. 

5.1.2 Share of Trade Stopping Declining to 
Rebound 

In 2016, the E11’s trade in goods and services 
continued its decline in world trade share that 
started in 2014, but this trend began to be reversed 
entering 2017. In terms of trade in goods, the E11’s 
share in world’s total has been rising, but slowly. Data 
from IMF indicate that the E11’s foreign trade 
accounted for 25.1% of world’s total trade in 2016, a 
decline of 0.8 percentage points from 2015, of which 
import accounted for 22.9% of world’s total import 
volume, a decline of 0.5 percentage points 
year-on-year, while export accounted for 27.3% of 

world’s total export volume, a decline of 1.0 
percentage point. In the first half of 2017, the E11 saw 
an increase of 0.2 percentage points to 25.3% of 
world’s total in terms of trade in goods, of which the 
share of export saw a decline of 0.2 percentage 
points while the share of import saw an increase of 
0.7 percentage points (See Figure 5.1). Seen from 
specific countries, China accounted for 11.6% of 
world’s total trade in 2016, down by 0.2 percentage 
points from 2015, while Korea held 2.8%, a decline of 
0.1 percentage points, and Mexico 2.4%, with its 
previous year’s proportion basically unchanged. In 
the first half of 2017, China, Korea, Mexico, India and 
Russia, which are the top five traders in goods among 
the E11, accounted for 11.3%, 2.9%, 2.4%, 2.1% and 1.6% 
respectively of world’s total trade volume.

 

Figure 5.1 E11‘s shares in global goods trade in 2012-H1, 2017 
Source: IMF, DOT database, Dec. 2017. 

 
In terms of trade in services, the E11’s import has 

seen a considerable rise in its share of overall global 
volume, thanks to the transformation of its domestic 
consumption structure and the raised level of 
opening-up. Data from UNCATD indicate that in 2016, 
the E11’s trade in services accounted for 18.0% of 
world’s total, a decline of 0.4 percentage points from 
2015. In the first half of 2017, the E11’s proportion 
increased by 0.7 percentage points to 18.7%, of 
which the share of export only increased by 0.1 
percentage points, and the share of import increased 
by 1.3 percentage points (See Figure 5.2). Despite a 

slight decline in its proportion to world’s total in 
terms of services trade in 2016, such E11 economies 
as India, China, Mexico, Argentina and Indonesia all 
saw a small rise in 2016, with India reporting a rise of 
0.14 percentage points to 3.12%, China a rise of 0.03 
percentage points to 6.98%, and Mexico a rise of 0.02 
percentage points to 0.61%. Benefiting from 
improved international trade environment and the 
further excavation of services trade potentials, the 
status of the emerging economies in global services 
trade was further elevated in the first half of 2017. 
Data from UNCATD indicate that in the first half of 
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2017, the share of China, India, Russia, Brazil and 
South Africa in overall global trade in services was 
7.20%, 3.40%, 1.43%, 1.08% and 0.43% respectively, 

an increase of 0.21, 0.28, 0.11, 0.05 and 0.03 
percentage points from 2016 respectively.

 

Figure 5.2 Share of the E11 in global service trade in 2012-H1, 2017 
Source: UNCTAD database, Dec. 2017. 

 
5.1.3 Trade Development Tends to Be More 
Balanced 

Due to a smaller import decline than export decline 
in 2016 and a larger import increase than export 
increase in the first half of 2017, the E11’s foreign 
trade tends to be more balanced. Data from IMF 
indicate that the E11 registered a foreign trade 
surplus of USD269.399 billion in 2016, a decrease of 
USD127.649 billion from 2015, declining by 32.1%. Of 
the volume, it realized a trade in goods surplus of 
USD622.243 billion, decreasing by USD123.213 billion 
from 2015, or a decline of 16.5%, and a trade in 

services deficit of USD352.844 billion, increasing by 
USD4.436 billion, or a rise of 1.3%. Entering 2017, the 
E11’s foreign trade surplus has further considerably 
narrowed, given that its trade in goods surplus has 
further declined and its trade in service deficit has 
increased. Data from UNCATD indicate that in the 
first half of 2017, the E11’s foreign trade deficit was 
USD68.916 billion, decreasing by 52.1% year-on-year, 
of which trade in goods realized a surplus of 
USD267.828 billion, a decline of 12.6% year-on-year, and 
trade in service suffered a deficit of USD198.912 billion, 
an increased of 22.3% year-on-year (See Table 5.2).

 

Table 5.2 E11’s foreign trade surplus in 2014-H1, 2017 (USD million) 

 Trade in goods  Trade in services 

 2014 2015 2016 H1, 2017 2014 2015 2016 H1, 2017 

Argentina 2,185 -3,076 -1,876 -2,670 -4,610 -5,786 -8,446 -5,334

Brazil -17,704 9,390 39,539 31,942 -48,107 -36,918 -30,447 -15,551

China, People’s 
Republic of 

380,117 678,780 547,135 193,069 -213,697 -218,292 -244,085 -134,921

India -142,782 -126,067 -94,459 -62,482 28,834 32,711 28,287 13,655
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continued 

 Trade in goods  Trade in services 

 2014 2015 2016 H1, 2017 2014 2015 2016 H1, 2017 

Indonesia -1,886 7,698 1,295 8,674 -10,010 -8,697 -6,964 -3,565

Korea, Republic of 47,150 90,258 89,825 38,802 -3,679 -14,917 -17,608 -15,739

Mexico -26,570 -38,025 -35,648 -14,645 -13,284 -9,754 -8,952 -4,375

Russia 211,165 161,023 103,267 66,496 -55,278 -36,920 -23,827 -12,675

Saudi Arabia 209,413 37,924 33,832 39,652 -88,029 -73,562 -55,681 -26,278

South Africa -14,724 -9,058 -4,577 -81 -213 -481 -594 -221

Turkey -84,567 -63,392 -56,089 -30,927 26,768 24,208 15,472 6,091

E11 561,796 745,456 622,243 267,828 -381,302 -348,408 -352,844 -198,912

Sources: IMF, DOT database, Dec.2017; UNCTADSTAT, Dec. 2017. 

 
Because of this, the proportion of the E11’s 

current account to GDP has been on the continuous 
decline. Data from IMF indicate that the E11’s current 
account surplus was USD157.427 billion in 2016, 
accounting for 0.7% of GDP, a decline of 0.3 
percentage points from 2015. According to 
calculations, the proportion is expected to further 
decline to 0.5% in 2017. G7’s current account deficit 
accounted for 0.3% of GDP in 2016, a decline of 0.2 

percentage points from 2015, and the proportion is 
expected to be the same in 2017 (See Figure 5.3). The 
continuous easing of the E11’s external economic 
imbalance is not unrelated to their domestic 
economic structural adjustments, but it at the same 
time demonstrates that the major emerging 
countries are gradually extricating their economic 
growth from excessive dependence on export, and 
turning to endogenous driving force. 

 

Figure 5.3 Proportion of current account balances to GDP of the E11 and the G7 in 2000-2017 
Note: The 2016 data are based on estimation. 

Sources: IMF, WEO, Oct. 2017. 
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From a country-specific perspective, the 
external economic imbalance of the E11 were to 
some extent eased in 2016, and is expected to be 
differentiated in 2017. According to the IMF data, all 
E11 countries saw a decline of current account 
surplus or deficit to GDP ratio to different degree in 
2016 except for Argentina, whose proportion 
remained basically unchanged. Of them, Korea’s 
current account surplus to GPD ratio declined from 
the highest level in 1999 to 7% in 2016, and the 
proportion declined by 1.0 percentage point to 1.7% 
in China, and by 3.0 percentage points to 2.0% in 
Russia. Saudi Arabia has had the highest current 
account deficit to GDP ratio, which declined by 4.4 
percentage points from 2015 to 4.3% in 2016. 
According to an IMF estimate, the current account 
surplus to GDP ratio declined to 5.6% and 1.4% 
respectively in Korea and China, but increased to 
2.8% in Russia. The proportion of current account 
deficit to GDP in Argentina, Turkey, India and Brazil 
will likely further expand, such as increasing by 0.9 
percentage points and 0.8 percentage points to 3.6% 
and 4.6% respectively in Argentina and Turkey. 

 

5.2 Still-alarming Trade 
Protectionism 

Since the outbreak of the international financial crisis 
in 2008, protectionism has been increasingly 
prevalent. Ten yeas after the crisis, the propensity for 

protectionism is still very serious in various countries 
and negative influences of protectionism on the 
foreign trade of all countries across the world, 
including emerging economies, are still particularly 
remarkable. Despite generally reduced protectionist 
measures in world’s major countries, some countries 
are still intensifying their protectionist measures, 
meaning that it still takes time for the global trade 
environment to fundamentally turn better. 

5.2.1 Reduction of New-added Global 
Protectionist Measures 

According to the Global Trade Alert database under 
the British Center for Economic Policy Research 
(CEPR), the total number of protectionist measures 
taken by the E11 reached 3,893 from 2009 to 2017, 
with each E11 member having 353.9 ones on average. 
Eight developed countries of the G20 took as many 
as 3,946 protectionist measures during the period, 
with each of them having 493.3 ones on average, 
139.4 ones more than each E11 country. In 2017, the 
number of newly adopted protectionist measures by 
the E11 reached 249, a reduction of 114 from 2016, 
with each country having 22.6 ones on average. The 
number of newly adopted protectionist measures 
reached 314 in the developed economies of G20 in 
2017, 114 less than 2016, with each of them having 
39.3 ones on average (See Table 5.3). These are an 
indication that protectionist tendency in major 
global economies has generally weakened.

 

Table 5.3 Protectionist measures implemented by G20 countries in 2009-2017 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Argentina 44 58 103 65 68 52 53 42 31

Brazil 46 42 70 58 74 70 57 26 21

China, People’s 
Republic of 

45 31 54 35 22 36 26 30 22

India 92 96 59 90 121 96 98 63 73

Indonesia 28 26 22 47 30 39 53 28 30

Korea, Republic of 18 20 19 30 20 19 18 13 8

Mexico 11 13 14 18 11 17 23 15 6

Russia 69 52 41 56 93 88 98 86 12

Saudi Arabia 32 25 32 52 38 22 33 20 9

South Africa 12 11 19 23 21 21 22 20 18

Turkey 25 27 21 21 26 17 27 20 19

E11 in total 422 401 454 495 524 477 508 363 249

Australia 9 9 19 20 32 11 27 23 13
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continued 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Canada 20 13 15 14 25 12 28 22 18

France 36 34 36 33 34 31 31 42 25

Germany 149 95 98 112 114 90 74 78 35

Italy 33 36 37 34 34 40 33 48 32

Japan 23 37 39 76 71 57 41 23 18

UK 43 38 43 33 37 37 48 70 30

US 128 130 179 212 164 180 131 111 143

Developed 
countries in total 

441 392 466 534 511 458 413 417 314

Source: Global Trade Alert database, 2017-12-31. 

 
From a country-specific perspective, some 

countries have increasingly intensified protectionist 
measures for their short-term interests to become 
important promoters of global protectionism. 
According to the Global Trade Alert database, the US 
took as many as 1,378 protectionist measures from 
2009 to 2017, ranking top in the world, with 153.1 
ones on average adopted for each year, followed by 
India, with 788 protectionist measures, Germany, 
with 771 ones, and Russia, Argentina and Brazil, 

which adopted 595, 516 and 464 protectionist 
measures respectively (See Figure 5.4). In 2017, the US 
is the country that adopted most new protectionist 
measures, totaling 143 ones, 32 more than 2016. 
Behind the US is India, which implemented 73 new 
protectionist measures, 10 more than 2016. In 2017, 
Mexico implemented 6 new protectionist measures, 9 
less than 2016, the fewest among G20 economies. The 
number of new-adopted protectionist measures in 
Korea and Saudi Aria in 2017 was respectively 8 and 9.

 

Figure 5.4 Ranking of G20 countries implementing protectionist measures in 2009-2017 
Note: By the end of 2017. 

Source: Global Trade Alert database, 2017-12-31. 
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As the largest emerging economy, China is a 
primary target of trade remedy measures. In 2017, 
China continued to be the country against which 
most global anti-dumping and anti-subsidy 
investigations were launched, but the number of 
such cases and involved amount of money both 
declined compared with 2016. According to the 
statistics from China’s Ministry of Commerce, China 
suffered 75 trade remedy investigation cases from 21 
countries (regions), a decline of 44 from 2016, 
involving USD11 billion, USD3.34 billion less than 
2016. In addition, China suffered 24 investigative 
cases launched by the US, involving more than 
USD2.5 billion, which negatively influenced a variety 
of Chinese exports, including iron and steel, 
aluminum, photovoltaic products, tires, electrical 
appliances, and chemical fertilizers. 

5.2.2 Obviously Insufficient Efforts for Trade 
Liberalization 

Protectionist inclination of major global economies, 

including the E11, has weakened, but they have 
made obviously insufficient efforts to promote trade 
liberalization. According to the Global Trade Alert 
database, from 2009 to 2017, the E11 countries 
implemented 1,769 trade liberalization measures, 
and 136 of them were newly adopted in 2017. The 
developed countries of G20 implemented 760 trade 
liberalization measures during the same period, 69 of 
which were newly adopted in 2017. Compared with 
developed economies, emerging economies have 
played a more active role in advancing trade 
liberalization. Seen from individual countries, of the 
E11, Brazil, Argentina and Indonesia took more trade 
liberalization measures than other members in 2017, 
which respectively adopted 38, 25 and 17 ones. Of 
developed G20 economies, the US took 38 trade 
liberalization measures, more than other developed G20 
economies did. Behind the US were Canada, France, 
Germany, Italy and the UK, all of which adopted 6 new 
trade liberalization measures in 2017 (See Table 5.4).

 

Table 5.4 Trade liberalization measures adopted by G20 countries in 2009-2017 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 Total

Argentina 11 11 13 11 8 15 22 31 24 146

Brazil 18 44 37 53 60 41 53 58 38 402

China, People’s 
Republic of 

27 21 25 26 22 22 25 14 10 192

India 31 32 51 45 48 31 29 25 13 305

Indonesia 6 13 24 9 14 10 26 26 17 145

Korea, Republic of 8 13 17 10 9 8 3 1 0 69

Mexico 3 4 5 12 8 7 5 8 3 55

Russia 20 18 31 18 32 36 44 33 10 242

Saudi Arabia 2 2 3 3 2 1 2 2 2 19

South Africa 28 13 16 9 15 9 10 10 12 122

Turkey 3 8 8 15 3 9 18 1 7 72

E11 in total 157 179 230 211 221 189 237 209 136 1,769

Australia 3 4 2 6 1 6 3 1 0 26

Canada 3 9 3 9 5 7 9 6 6 57

France 7 8 8 22 10 24 14 10 6 109

Germany 8 8 9 24 11 23 14 10 6 113

Italy 7 8 8 21 9 23 15 11 6 108
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continued 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 Total

Japan 5 1 1 4 3 2 2 1 1 20

UK 7 8 11 22 9 24 16 10 6 113

US 5 5 8 8 19 29 50 52 38 214

Developed 

countries in total 
45 51 50 116 67 138 123 101 69 760

Source: Global Trade Alert database, 2017-12-31. 

 
Under the multilateral framework, WTO has made 

significant progresses in promoting trade facilitation. 
In December 2013, the Trade Facilitation Agreement 
(TFA) was passed by WTO Ministerial Ministers’ 
Meeting in Bali, Indonesia. In December 2014, WTO 
passed a relevant protocol for all members to use as 
procedures for domestic ratification of the Agreement. 
On February 22, 2017, Rwanda, Oman, Chad and 
Jordan submitted to the WTO their ratification letters, 
raising the number of recipients of the Agreement to 
112, exceeding required two-thirds of the total WTO 
members, and thus the Agreement formally took 
effect. TFA comprises three major sections with 24 
clauses. Section I consists of articles 1-12, stipulating 
the obligations of members in trade facilitation, 
involving 40 trade facilitation measures, including 
publication of information, advance rulings, release 
and clearance of goods, and customs cooperation. 
Section II consists of articles 13-22, containing special 
and differential treatment (SDT) provisions that allow 
developing and least-developed country (LDC) 
members to determine when they will implement 
individual provisions of the Agreement and to identify 
provisions that they will only be able to implement 
upon the receipt of technical assistance and support 
for capacity building. Section III contains provisions 
that establish a permanent committee on trade 
facilitation at the WTO, require members to have a 
national committee to facilitate domestic coordination 
and implementation of the provisions of the 
Agreement. It also sets out a few final provisions. 
According to calculations, the full implementation of 
TFA will reduce global trade costs by about 14.3%. 

 

5.3 A New Trend of Trade 
Cooperation 

For a long time, developed economies have played 

an extremely important role in the E11’s foreign trade 
and the E11 has had a relatively higher trade 
dependency on them.  However, due to smooth 
economic recovery of the emerging-market and 
developing economies, trade links within the E11 and 
between the E11 and emerging-market and 
developing economies have strengthened since 
2017. 

5.3.1 Declining Share of Developed 
Economies in Foreign Trade of the E11 

Generally, the E11’s main trading partners are the 
developed economies. However, due to an 
aggravated protectionist propensity in major 
developed economies, the trend of developed 
economies’ rise in the E11’s foreign trade share had 
got reversed. Data from IMF indicate that the E11’s 
trade in goods with emerging-market and 
developing economies reached USD3.220532 trillion 
in 2016, while the volume with developed 
economies was USD4.634775 trillion, 1.44 times the 
volume with the former (See Table 5.5). In the first 
half of 2017, the E11’s trade in goods with 
emerging-market and developing economies was 
USD1.775914 trillion, while the volume with 
developed economies was USD2.418188 trillion, 1.36 
times the volume with the former. From a 
country-specific perspective, of the E11, Mexico, 
China, Russia, Turkey, Saudi Arabia and Indonesia had 
a higher trade in goods with developed economies, 
or 311.2%, 94.7%, 11.1%, 10.4%, 8.3% and 5.7% higher 
respectively, than with emerging-market and 
developing economies in 2016. In the first half of 
2017, of the E11, Mexico, China, Russia, Turkey, and 
Saudi Arabia had a higher volume of trade in goods 
with developed economies, or 325.6%, 80.5%, 14.3%, 
2.7% and 2.6% higher respectively, than with 
emerging-market and developing economies.
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Table 5.5 Goods trade of E11 economies with different  
types of economies in 2013-H1, 2017 (USD million) 

 2013 2014 2015 2016 H1, 2017  

With emerging-market and developing economies 

Argentina 100,272 87,503 76,617 77,275 39,380

Brazil 268,361 254,677 203,831 175,558 105,414

China, People’s Republic 
of 

1,392,438 1,481,617 1,276,504 1,217,059 658,318

India 471,602 483,028 382,816 353,940 202,708

Indonesia 173,019 165,616 139,528 132,346 75,864

Korea, Republic of 632,378 640,416 542,761 501,210 274,270

Mexico 149,195 154,251 152,782 153,136 77,887

Russia 349,559 328,357 235,277 221,460 125,203

Saudi Arabia 277,326 266,917 183,137 150,533 84,003

South Africa 108,638 105,803 88,851 80,609 44,231

Turkey 195,728 191,643 163,958 157,405 88,638

E11 4,118,516 4,159,828 3,446,062 3,220,532 1,775,914

With developed economies 

Argentina 45,325 42,595 38,013 38,401 18,504

Brazil 221,679 208,060 165,314 151,670 76,656

China, People’s Republic 
of 2,579,377 2,649,321 2,453,334 2,369,458 1,188,083

India 297,597 285,117 264,473 253,790 148,392

Indonesia 195,951 188,671 153,430 139,909 75,332

Korea, Republic of 442,614 457,532 420,053 400,224 221,150

Mexico 633,577 665,346 645,590 629,747 331,460

Russia 492,324 455,825 290,265 245,967 143,144

Saudi Arabia 295,113 282,345 203,527 163,061 86,189

South Africa 89,170 85,260 76,288 68,847 38,249

Turkey 190,595 190,924 174,150 173,702 91,030

E11 5,483,323 5,510,996 4,884,437 4,634,775 2,418,188

Source: IMF, DOT database, Dec.2017. 

 
From the perspective of relative proportion, the 

E11’s trade links with emerging-market and 
developing economies showed a rising momentum 
in 2017. In 2016, the share of developed economies 
in E11’s foreign trade further rose by 0.4 percentage 
points from 2015 to 59.0%, while the share of 

emerging-market and developing economies in 
declined from 41.4% in 2015 to 41.0%. In the first half 
of 2017, the share of developed economies got 
reversed, declining by 1.3 percentage points from 
2016 to 57.7%, while the share of emerging-market 
and developing economies correspondingly 
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increased to 42.3% (See Figure 5.5). All this testifies 
that developed economies are the main trading 
partners of the emerging economies, but the trade 

potentials of emerging-market and developing 
economies to the emerging economies are being 
gradually released. 

 

Figure 5.5 Shares of emerging-market and developing economies and developed 
economies in E11’s foreign trade in 2012-H1, 2017 

Source: IMF, DOT database, Dec. 2017. 

 
5.3.2 Strengthened Internal Trade Links 

Due to rising demand from emerging economies 
and their economic recovery, the trade volume 
among the E11 countries started to rise in 2017 after 
suffering a slight decline in 2016. IMF data indicate 
that the goods trade within the E11 was registered 
USD1.851402 trillion in 2016, a decrease of 7.1% 
year-on-year, declining by more 1.3 percentage 
points than E11’s foreign goods trade in 2016, which 
declined by 5.8%. Of the volume, the E11’s internal 
goods export accounted for USD843.528 billion in 

2016, a decline of 8.2% from 2015, which declined by 
more 1.5  percentage points than the E11’s total 
foreign goods export in the same year, which 
declined by 6.7%. Entering 2017, the E11’s internal 
trade volume has generally increased. In the first half 
of 2017, the E11’s internal goods trade volume 
totaled USD1.014448 trillion, an increase of 16.2% 
from 2016, while the E11’s foreign goods trade in the 
same year rose by 12.7% in the same year, 3.5 
percentage points lower than its internal goods trade 
growth (See Table 5.6).

 

Table 5.6 Goods trade within the E11 in 2013-H1, 2017 (USD million) 

 2013 2014 2015 2016 H1, 2017 

Export 

Argentina 28791 25,129 21,666 20,753 9,970

Brazil 88,327 78,340 68,820 67,663 46,389

China, People’s 
Republic of 

353,401 377,876 355,185 337,360 176,145

India 55,078 59,007 39,516 36,413 21,717
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continued 

 2013 2014 2015 2016 H1, 2017 

Indonesia 55,063 49,097 41,514 40,387 24,426

Korea, Republic of 217,636 216,510 196,139 174,084 93,069

Mexico 21,641 18,654 16,184 15,771 8,770

Russia 88,500 93,129 71,529 60,979 37,609

Saudi Arabia 156,851 145,851 81,629 66,802 36,753

South Africa 19,315 16,672 14,170 13,348 7,635

Turkey 17,147 14,929 12,312 9,967 5,348

E11 1,101,751 1,095,193 918,663 843,528 467,831

Import 

Argentina 37,589 30,172 29,993 31,313 15,852

Brazil 89,832 86,557 65,513 51,623 27,615

China, People’s 
Republic of 

447,313 438,375 349,288 334,005 187,246

India 136,596 142,219 130,785 123,208 71,102

Indonesia 60,884 60,265 49,397 48,478 25,045

Korea, Republic of 163,074 170,943 144,638 133,540 74,131

Mexico 92,068 98,919 103,909 102,447 51,600

Russia 82,281 78,170 52,370 54,496 30,042

Saudi Arabia 50,118 51,587 53,888 42,450 20,224

South Africa 38,412 35,046 29,837 26,259 14,621

Turkey 70,494 73,229 65,508 60,054 29,139

E11 1,268,662 1,265,480 1,075,126 1,007,874 546,617

Import and export 

Argentina 66,380 55,300 51,659 52,066 25,822

Brazil 178,158 164,896 134,333 119,287 74,003

China, People’s 
Republic of 800,714 816,251 704,473 671,365 363,392

India 191,675 201,226 170,301 159,622 92,819

Indonesia 115,947 109,362 90,911 88,865 49,472

Korea, Republic of 380,710 387,453 340,777 307,624 167,199

Mexico 113,708 117,573 120,093 118,218 60,370

Russia 170,781 171,298 123,898 115,475 67,651

Saudi Arabia 206,969 197,438 135,517 109,251 56,977

South Africa 57,728 51,718 44,007 39,607 22,256

Turkey 87,641 88,157 77,820 70,022 34,486

E11 2,370,413 2,360,673 1,993,789 1,851,402 1,014,448

Source: IMF, DOT database, Dec.2017. 
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From a country-specific perspective, trade links 
imbalance is still one of the major features of the 
internal economic cooperation of the E11 economies, 
and the economic scale and geographic factor have 
a bearing on trade links among the E11 members. Of 
the E11, China had the largest goods trade with other 
E11 economies in 2016, which was USD671.365 
billion, immediately followed by Korea, with 
USD307.624 billion. South Africa had the least goods 
trade with other E11 countries, which was only 
USD39.607 billion in 2016. In the first half of 2017, the 
goods trade volume of China and Korea with other 

E11 economies was respectively USD363.392 billion 
and USD167.199 billion while the figure for South 
Africa was USD22.256 billion. From a bilateral 
perspective, China holds an important status in the 
foreign trade of the E11. Data on trade in goods in 
the first half of 2017 indicate that China is the largest 
trading partner of Brazil, India, Indonesia, Korea, 
Mexico, Russia, Saudi Arabia, South Africa and Turkey 
within the E11, while Brazil is Argentina’s largest 
trading partner and Korea is China’s largest trading 
partner within the E11 (See Table 5.7).

 

Table 5.7 Matrix of goods trade among the E11 in H1, 2017 (USD million) 

 Argentina Brazil

China,
People’s 
Republic 

of 

India Indonesia
Korea, 

Republic 
of 

Mexico Russia Saudi 
Arabia

South 
Africa

Turkey E11 

Export 

Argentina 4,416 2,218 1,221 524 147 314 284 349 241 257 9,970

Brazil 8,306 26,953 2,398 725 1,420 2,192 1,367 1,380 769 879 46,389

China, 
People’s 
Republic of

3,873 13,017 32,499 16,271 49,698 16,004 19,525 9,853 6,845 8,560 176,145

India 308 1,237 5,841 1,731 2,601 1,805 1,067 2,636 2,058 2,434 21,717

Indonesia 117 555 9,887 6,932 4,139 503 665 736 344 549 24,426

Korea, 
Republic of

416 2,674 64,535 6,876 3,743  5,248 3,531 2,691 486 2,869 93,069

Mexico 720 1,587 3,474 1,048 41 1,383 137 66 219 96 8,770

Russia 125 950 18,186 2,714 322 6,299 709 253 67 7,984 37,609

Saudi 
Arabia 

33 744 12,333 9,666 1,331 9,585 7 16 1,965 1,074 36,753

South Africa 93 192 3,748 1,888 172 924 74 188 157 198 7,635

Turkey 71 179 1,335 368 115 235 213 1,127 1,496 210 5,348

E11 14,060 25,551 148,508 65,609 24,975 76,431 27,071 27,905 19,619 13,203 24,899 467,831

Import 

Argentina 8,363 5,150 369 156 393 995 187 45 103 92 15,852

Brazil 4,873 12,998 1,356 675 2,787 1,998 1,418 1,033 233 244 27,615

China, 
People’s 
Republic of

1,362 28,828 8,235 13,071 80,982 5,516 20,283 15,585 11,567 1,818 187,246

India 1,317 2,507 32,473 7,618 7,503 1,901 3,342 10,212 3,658 571 71,102
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continued 

 Argentina Brazil

China,
People’s 
Republic 

of 

India Indonesia
Korea, 

Republic 
of 

Mexico Russia Saudi 
Arabia

South 
Africa

Turkey E11 

Indonesia 547 754 15,960 1,371 3,882 97 620 1,444 172 198 25,045

Korea, 
Republic of 

338 1,692 46,905 2,414 4,654 1,885 5,238 9,545 1,100 359 74,131

Mexico 461 2,733 35,802 2,534 787 7,953  850 10 74 397 51,600

Russia 341 1,456 20,194 1,455 972 3,500 397 79 283 1,365 30,042

Saudi Arabia 263 1,351 9,777 2,757 848 2,552 272 377 377 1,650 20,224

South Africa 255 855 7,701 2,007 398 525 219 179 2,207 275 14,621

Turkey 262 1,094 10,763 2,851 753 2,783 354 8,720 865 694 29,139

E11 10,020 49,633 197,725 25,348 29,931 112,860 13,634 41,212 41,025 18,261 6,968 546,617

Import and export 

Argentina 12,779 7,368 1,589 680 540 1,309 470 394 344 349 25,822

Brazil 13,179 39,951 3,753 1,400 4,207 4,190 2,785 2,413 1,002 1,122 74,003

China, 
People’s 
Republic of 

5,236 41,845 40,734 29,342 130,680 21,520 39,807 25,438 18,411 10,378 363,392

India 1,625 3,743 38,314 9,349 10,105 3,706 4,409 12,848 5,716 3,005 92,819

Indonesia 664 1,309 25,847 8,303 8,021 600 1,285 2,180 516 747 49,472

Korea, 
Republic of 

754 4,367 111,440 9,290 8,397 7,133 8,768 12,236 1,586 3,229 167,199

Mexico 1,180 4,320 39,276 3,582 828 9,335  986 76 294 493 60,370

Russia 466 2,406 38,380 4,169 1,294 9,799 1,106 332 350 9,350 67,651

Saudi Arabia 295 2,095 22,111 12,423 2,179 12,137 279 393 2,342 2,724 56,977

South Africa 348 1,047 11,449 3,895 570 1,449 294 367 2,365 472 22,256

Turkey 333 1,273 12,098 3,219 867 3,018 567 9,846 2,361 903 34,486

E11 24,080 75,184 346,233 90,957 54,906 189,291 40,704 69,117 60,644 31,464 31,868 1,014,448

Source: IMF, DOT database, Dec. 2017. 

 
In terms of trade share, the trend of the share of 

the E11’s internal trade volume continuously 
declining in its total foreign trade was checked in 
2017, and the 2017 share even surpassed the 2015 
level. According to IMF data, the E11’s internal trade 
accounted for 23.1% of its total foreign trade in 2016, 
a decline of 0.3 percentage points from 2015. From a 
country-specific perspective, the E11’s status saw a 

relatively fast decline in the foreign trade of Turkey 
and Korea, with their goods trade with other E11 
countries declining by 1.7 and 1.3 percentage points 
year-on-year respectively in 2016. The E11 saw the 
largest share rise in Indonesia’s foreign trade in goods, 
with an increase of 1.6 percentage points. In the first 
half of 2017, the proportion of the E11’s internal trade 
to its total foreign trade increased by 0.6 percentage 
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points from the 2016 to 23.7%, a rise of 0.7 
percentage points from the same period of 2016 

(See Table 5.8).

 

Table 5.8 Proportions of the E11’s internal trade to  
its total foreign trade in 2013-H1, 2017 (%) 

 2013 2014 2015 2016 H1, 2017 

Argentina 44.8 41.7 44.4 44.4 44.0

Brazil 35.9 35.2 36.0 36.2 40.3

China, People’s 
Republic of 

19.2 19.0 18.1 18.0 19.0

India 24.5 25.9 25.9 25.8 26.1

Indonesia 31.4 30.9 31.0 32.6 32.7

Korea, Republic of 35.4 35.3 35.4 34.1 33.7

Mexico 14.5 14.3 15.0 15.1 14.7

Russia 20.3 21.8 23.6 24.7 25.2

Saudi Arabia 36.2 35.9 35.0 34.8 33.5

South Africa 28.1 26.2 25.6 25.7 25.9

Turkey 21.7 22.1 22.2 20.5 18.6

E11 24.1 23.9 23.4 23.1 23.7

Note: Figures in the table are a result calculated based on their goods trade data. 

Source: IMF, DOT database, Dec. 2017. 

 
5.3.3 Painstaking Advancement of FTAs 
Building 

In the context of strengthened inward-looking policy 
inclinations among major developed economies 
represented by the US, motivations for global trade 
talks are obviously insufficient. Some bilateral and 
multilateral free trade agreements (FTAs) talks have 
failed to reach consensuses and remained pending. 
Even some talks reached an agreement, but they are 
difficult to be implemented, or efforts have been 
greatly discounted for trade liberalization and 
facilitation. Despite this, a number of countries 
including E11 economies are still making active 
efforts to promote the establishment of new FTAs. 

After US President Donald Trump announced 
the US’ withdrawal from the Trans-Pacific Partnership 
(TPP) agreement, other 11 members still made 
unremitting effort to push for a new agreement. At 
the sidelines of the Asia-Pacific Economic 
Cooperation (APEC) Leaders’ informal meeting in Da 
Nang, Vietnam in November 2017, the trade 
ministers of Australia, Brunei, Canada, Chile, Japan, 

Malaysia, Mexico, New Zealand, the Republic of Peru, 
Singapore and Vietnam decided to continuously 
promote TPP, and renamed it Comprehensive 
Progressive Trans-Pacific Partnership (CPTPP) 
agreement. In January 2018, the representatives of 
the 11 countries reached a consensus on the text of 
the agreement and planned to hold a signing 
ceremony in Chile in March. The signing of CPTPP will 
undoubtedly bring far-flung influences to the 
economic and trade ties between emerging and 
developed economies. 

The WTO’s regional trade agreements database 
indicates that in 2016-2017, only 9 bilateral or 
multilateral trade agreements that were signed and 
took effect involve some E11 countries, including 
Argentina, Brazil, Korea, Mexico, Russia, South Africa and 
Turkey, which were respectively Mercosur-Southern 
Africa Customs Union (SACU) FTA, the Pacific Alliance 
Agreement, Argentina-Brazil FTA, ROK-Colombia FTA, 
Eurasian Economic Union-Vietnam FTA, EU-Southern 
African Development Community (SADC) FTA, 
Turkey-Moldova FTA, Mercosur-Mexico FTA, and 
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Mercosur-Chile FTA (See Table 5.9). These trade 
agreements include such multiple forms as FTAs, 

economic integration agreements (EIA) and Partial 
Scope Agreements (PSA).

 

Table 5.9  Trade agreements that were signed by the E11 and took effect in 2016-2017 

No. Signing parties  coverage  Type Effective date  

1 
Mercosur and Southern Africa Customs 
Union 

Goods PSA Apr. 1, 2016  

2 Pacific Alliance Goods & services FTA & EIA May 1, 2016  

3 Argentina and Brazil Goods PSA Jul. 1, 2016  

4 Korea, Republic of and Colombia Goods & services FTA & EIA Jul. 15, 2016  

5 Eurasian Economic Union and Vietnam Goods & services FTA & EIA Oct. 5, 2016  

6 EU and SADC Goods FTA Oct. 10, 2016  

7 Turkey and Moldova Goods FTA Nov. 1, 2016  

8 Mercosur and Mexico Goods PSA Dec. 28, 2016  

9 Mercosur and Chile Goods PSA Mar. 10, 2017  

Note: Member states of MERCOSUR are Argentina, Brazil, Paraguay, Uruguay, Venezuela and Bolivia；Southern Africa Customs Union 

(SACU) comprises Botswana, Namibia, Lesotho, South Africa and Swaziland; Pacific Alliance Agreement consists of Chile, 

Colombia, Mexico and the Republic of Peru; Eurasian Economic Union has Belarus, Kazakhstan, Russia, Armenia, Tajikistan and 

Kyrgyzstan as its members; Southern African Development Community (SADC) is made up of Angola, Botswana, Democratic 

Republic of Congo, Lesotho, Madagascar, Malawi, Mauritius, Mozambique, Namibia, Seychelles, South Africa, Swaziland, Tanzania, 

Zambia and Zimbabwe. 

Source: WTO RTA database, Jan. 2018. 
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Chapter 6 
International Direct Investment 
 

 
 
In 2016, global foreign direct investment (FDI) failed 
to continue the rising momentum of 2015 and 
generally kept declining. However, the countries with 
relatively good economic performance that 
encourage and also take great efforts to attract FDI 
have maintained a good FDI outflow and inflow 
momentum since 2016. Within the E11, different 
economies have experienced differential FDI 
development conditions. 

 

6.1 Feeble and Obviously 
Differentiated DFI Growth 

In recent three years, global FDI recovery has 
gradually been on a sound footing, but FDI growth 
has experienced some fluctuations. According to the 
data published by the UNCTAD, after considerably 
growing by 34.0% from 2014 to USD1.774 trillion in 
2015, global FDI inflow volume decreased by 1.6% 
year-on-year to USD1.746 trillion in 2016.1 In 2017, 
global FDI development still faced numerous 
challenges and its growth was far below market 
expectations. From a country-specific perspective, 
different types of countries/regions and country 
groups have seen increasingly differentiated FDI 
inflow and outflow. 

6.1.1 Accelerating Decline of Global FDI 

In 2016, differentiated global FDI growth occurred 
not only among different types of country groups 

———————————————————————— 
1 In January 2018, in its latest Global Investment Trends Monitor, 

the UNCTAD revised the global FDI inflow volume in 2016 
into USD1.814 trillion, but the revised volume was still lower 
than the 2015 volume.  

and among different countries, but was also reflected 
in differentiated FDI inflow and outflow growth 
among major economies. These are an indication 
that imbalanced development of international direct 
investment has to some extent worsened. 

In terms of FDI inflow, the scale of developing 
and transition economies saw a decline in 2016 if 
compared with 2015. The UNCTAD data indicate that 
developing and transition economies had a FDI 
inflow of USD713.8 billion in 2016, a decline of 9.6% 
from 2015, and developed economies saw a FDI 
inflow of USD1.032373 trillion, an increase of 4.9% 
from 2015, which reached the highest level since the 
2008 global financial crisis and was only lower than 
the 2007 volume, which was record-high 
USD1.283808 trillion (See Figure 6.1). 

In terms of FDI outflow, the size of developing 
and transition economies reached USD408.525 
billion in 2016, a further decline of 3.1% from 2015, 
less than 40% that of developed economies. In the 
same year, the scale of developed economies was 
USD1.043884 trillion, an 11.0% decline from 2015 
(See Figure 6.2). The feeble FDI outflow of developed 
economies is mainly attributed to drastically falling 
outbound business investment by some developed 
European countries. 

Due to increased economic uncertainties in 
major countries across the world, global FDI scale 
saw a larger decline in 2017 than 2016. According to 
the estimation of UNCTAD’s Global Investment 
Trends Monitor in January 2018, global FDI inflow 
volume was USD1.518 trillion in 2017, a decline 
of 16% from 2016, of which USD810 billion came to  
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Figure 6.1 Global FDI inflow (flow) in 2010-2016 
Source: UNCTAD, Aug. 2017. 

 

 

Figure 6.2 Global FDI outflow (flow) in 2010-2016 
Source: UNCTAD, Aug. 2017. 

 
developed economies, declining by 27% from 2016, 
USD653 billion went to developing economies, an 
increase of 2%, and USD55 billion channeled to 
transition economies, dropping by 17%. In 2017, the 
volume of global cross-border mergers and 

acquisitions (M&A) decreased by 23% from 2016 to 
USD666 billion, of which, USD553 billion were done 
by developed economies, a decline of 30% from 
2016, compared with the active M&A activities 
conducted by developing and transition economies, 
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which saw an increase of 44% and 157% respectively 
from 2016. In 2017, global greenfield investment 
reached USD571 billion, a year-on-year decline of 
32%. Of the volume, greenfield investment increased 

by 11% in developed economies while declining by 
49% and 56% respectively in developing and 
transition economies (See Table 6.1). 

 

Table 6.1 FDI inflows, cross-border M&As and announced greenfield  
projects in 2016-2017 (USD billion, %) 

Region 

FDI inflows Cross-border M&As 
Announced greenfield 

project values 

2016 2017 
Growth 
rate (%) 2016 2017 

Growth 
rate(%) 2016 2017 

Growth 
rate(%)

World 1,814 1,518 -16 869 666 -23 834 571 -32

Developed economies 1,109 810 -27 794 553 -30 254 282 11

European Union 500 370 -26 363 127 -65 148 146 -1

North America 494 330 -33 372 295 -21 69 105 53

Developing economies 638 653 2 69 100 44 515 261 -49

Africa 50 49 -1 10 3 -64 94 41 -57

Latin America and the 
Caribbean 

139 143 3 18 24 34 74 61 -17

Developing Asia 448 459 2 42 73 74 347 158 -54

Transition economies 67 55 -17 5 13 157 65 28 -56

Note: The data in 2016 are revised in January 2018 and the data in 2017 are preliminary estimates. 

Source: UNCTAD (2018). 

 
6.1.2 Differentiated FDI Growth 

It is worth noting that global direct investment 
suffered a downturn in 2016, but the world’s major 
economic blocs, such as G20, G7 and BRICS, all 
maintained an upward growth momentum in terms 
of FDI inflow and outflow. In terms of FDI inflow, G20 
for the first time saw the size exceed USD1 trillion to 
reach USD1.14728 trillion in 2016, rising by 29.1% 
from 2015; the flow of direct investment to G7 
countries increased by 45.5% to USD756.87 billion, 
while BRICS countries absorbed a direct investment 

of USD276.80 billion, 7.5% up from 2015. In terms of 
FDI outflow, G20 saw a rise by 7.0% from 2015 to 
USD851.30 billion in 2016, while G7 saw a 
year-on-year increase of 6.6% to USD612.71 billion. 
BRICS saw a robust rise of FDI outflow to USD206.44 
billion in 2016, a drastic increase of 20.7% from 2015. 
Generally, G20, G7 and BRICS all registered a net FDI 
inflow in 2016, which was respectively USD295.97 
billion, USD144.16 billion and USD70.36 billion (See 
Table 6.2). 

 

Table 6.2 FDI volume of the G20, G7 and BRICS in 2010-2016 (USD billion) 

 2010 2011 2012 2013 2014 2015 2016 

FDI inflow 

G20 769.94 896.81 750.16 832.63 711.49 888.39 1,147.28

G7 372.11 443.45 343.66 398.88 315.94 520.30 756.87

BRICS 261.20 297.44 256.12 266.87 271.09 257.53 276.80



Boao Forum for Asia 
Development of Emerging Economies Annual Report 2018 

 64 

continued 

 2010 2011 2012 2013 2014 2015 2016 

FDI outflow 

G20 843.24 1,040.65 821.90 869.18 774.49 795.55 851.30

G7 623.15 834.91 622.92 624.82 509.10 574.67 612.71

BRICS 147.86 146.55 122.40 185.68 209.01 171.06 206.44

Net FDI inflow 

G20 -73.30 -143.84 -71.74 -36.55 -63.00 92.84 295.97 

G7 -251.04 -391.46 -279.26 -225.94 -193.16 -54.36 144.16 

BRICS 113.34 150.89 133.72 81.19 62.08 86.47 70.36 

Source: UNCTAD, Aug. 2017. 

 
According to the Global Investment Trends 

Monitor published by UNCTAD in January 2018, the 
US, Chinese mainland, China’s Hong Kong, the 
Netherlands, Ireland, Australia, Brazil, Singapore, 
France and India were the top 10 destinations of 
global FDI in 2017, with the US as the largest 
destination, absorbing USD311 billion. Of the E11, 
China attracted a foreign investment of USD144 
billion, up by approximately 8% from 2016, Brazil 
absorbed USD60 billion, an increase of nearly 2%, 
and India received USD45 billion, a rise of about 1%. 

6.1.3 A Far-beyond-Expectation Decline of 
Net FDI Inflow 

In 2016, FDI inflow generally continued a declining 
trend of 2015, but FDI outflow saw a rise, meaning a 
further decline of net FDI inflow. According to the 
data released by UNCTAD in August 2017, the E11’s 
FDI inflow volume was USD342.211 billion in 2016, 
down 1.8% from 2015. Of the E11, Indonesia, 
Argentina and Turkey registered the largest dive of 
FDI inflow, declining by 84.0%, 51.1% and 30.5% 

respectively from 2015, while Russia, Korea and South 
Africa saw a considerable rise of 217.7%, 163.8% and 
31.3% respectively. China’s FID inflow reached 
USD133.7 billion in 2016, down 1.4% from 2015. 
Thanks to a considerable rise in the FDI outflow 
volume of China, Korea and Saudi Arabia, the E11’s 
FDI outflow registered a rise of 4.5% from 2015 to 
USD232.579 billion in 2016, an indication of 
strengthened outward investment capability of the 
E11. Under the push of China’s Belt and Road 
Initiative, China’s outward FDI volume increased by 
43.5% to record-high USD183.1 billion in 2016, for the 
first time becoming the second largest global 
investor. Korea and Saudi Arabia also saw a 
considerable FDI outflow rise, increasing by 14.8% 
and 55.1% respectively. Decreased FDI inflow and 
increased FDI outflow caused the E11’s net FDI inflow 
volume to decline by 13.0% to USD109.632 billion in 
2016. China for the first time became a country 
seeing net FDI outflow in 2016, which reached to 
USD49.4 billion (See Table 6.3). 

 

Table 6.3 FDI volume of the E11 economies in 2012-2016 (USD million) 

 2012 2013 2014 2015 2016 

FDI inflow 

Argentina 15,324 9,822 5,065 11,759 5,745

Brazil 76,098 53,060 73,086 64,267 58,680

China, People’s Republic of 121,080 123,911 128,500 135,610 133,700

India 24,196 28,199 34,582 44,064 44,486

Indonesia 19,138 18,817 21,811 16,641 2,658
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continued 

 2012 2013 2014 2015 2016 

Korea, Republic of 9,496 12,767 9,274 4,104 10,827

Mexico 21,061 47,537 27,508 33,181 26,739

Russia 30,188 53,397 29,152 11,858 37,668

Saudi Arabia 12,182 8,865 8,012 8,141 7,453

South Africa 4,559 8,300 5,771 1,729 2,270

Turkey 13,631 12,771 12,458 17,259 11,987

E11 346,952 377,444 355,217 348,614 342,211

FDI outflow 

Argentina 1,055 890 1,921 875 887

Brazil -5,301 -1,180 2,230 3,092 -12,434

China, People’s Republic of 87,804 107,844 123,120 127,560 183,100

India 8,486 1,679 11,783 7,572 5,120

Indonesia 5,422 6,647 7,077 5,937 -12,463

Korea, Republic of 30,632 28,360 28,039 23,760 27,274

Mexico 23,071 12,877 6,977 10,733 -787

Russia 28,423 70,685 64,203 27,090 27,272

Saudi Arabia 4,402 4,943 5,396 5,390 8,359

South Africa 2,988 6,649 7,669 5,744 3,382

Turkey 4,106 3,528 6,664 4,807 2,869

E11 191,086 242,921 265,080 222,560 232,579

Net FDI inflow 

Argentina 14,269 8,932 3,145 10,884 4,858

Brazil 81,399 54,240 70,855 61,175 71,113

China, People’s Republic of 33,276 16,067 5,380 8,050 -49,400

India 15,710 26,521 22,799 36,492 39,365

Indonesia  13,716 12,170 14,733 10,704 15,121

Korea, Republic of -21,136 -15,593 -18,766 -19,656 -16,448

Mexico -2,010 34,660 20,531 22,448 27,526

Russia 1,765 -17,288 -35,051 -15,232 10,396

Saudi Arabia  7,781 3,921 2,616 2,751 -906

South Africa 1,571 1,651 -1,899 -4,014 -1,112

Turkey 9,525 9,243 5,794 12,452 9,118

E11 155,867 134,523 90,137 126,053 109,632

Source: UNCTAD, Aug. 2017. 
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6.1.4 A Remarkable Share Recovery of FDI 
Outflow 

Due to increased economic and political uncertainties in 
some countries, the E11’s competitiveness to attract 
foreign investment has generally declined to some 
extent. In terms of FDI volume, the E11’s proportion 
to global total did not reverse the declining trend 
after experiencing drastic drop in 2015. Data from 
UNCTAD indicate that the proportion of the E11’s FDI 
inflow to global total fell by 7.1 percentage points to 
19.7% in 2015. In 2016, the proportion of the E11’s 

FDI outflow to global total continued to fall by 0.1 
percentage points to 19.6%, hitting a new low in 
recent years. After declining by 7.2 percentage points 
year-on-year in 2015, the E11’s share in global FDI 
outflow volume increased by 2.0 percentage points 
to 16.0% in 2016 (See Table 6.3). The E11 still holds a 
low share of global FDI volume, but due to a steady 
increase of its FDI outflow, the difference between 
the proportions of the E11 to total global FDI inflow 
and outflow has narrowed, with only a gap of 3.6 
percentage points. 

 
 

 

Figure 6.3 Proportion of the FDI inflow and outflow of the  
E11 to global total in 2010-2016 

Source: UNCTAD, Aug. 2017. 

 
In terms of FDI stock, whether in inflow or 

outflow, the share of the E11 in global total has been 
on the continuous increase. UNCTAD data indicate 
that in 2016, the stock of FDI inflow to the E11 was 
USD416 million, 15.8% of global FDI inflow stock, an 
increase of 0.8 percentage points from 2015, and 6.3 
percentage points from 2000. In the same year, the 
stock of FDI outflow from the E11 was USD278 
million, 10.6% of global FDI outflow stock, an 
increase of 0.8 percentage points from 2015, and 8.0 

percentage points from 2000. In 2016, the FDI inflow 
stock of the eight developed economies of G20 was 
about USD1.112 trillion, 41.6% of global total FDI 
inflow stock, an increase of 0.9 percentage points 
from 2015, and 18.4 percentage points from 2000. In 
the same year, the FDI outflow stock of the eight G20 
developed economies was approximately USD1.394 
billion, 53.3% of global total FDI outflow stock, 
dropping by 0.3 percentage points year-on-year and 
20.0 percentage points from 2000 (See Table 6.4). 
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Table 6.4 FDI stock of the G20 countries in 2000-2016 (USD million) 

 
Inflow Outflow 

2000 2010 2016 2000 2010 2016 

Argentina 67,601 88,455 88,222 21,141 30,328 38,814

Brazil 122,250 640,334 625,876 51,946 149,337 172,441

China, People’s Republic 
of 193,348 587,817 1,354,404 27,768 317,211 1,280,975

India 16,339 205,580 318,502 1,733 96,901 144,134

Indonesia 25,060 160,735 234,961 6,940 6,672 58,890

Korea, Republic of 43,738 135,500 184,970 21,497 144,032 306,145

Mexico 121,691 388,802 473,520 8,273 120,688 148,643

Russia 29,738 464,228 379,035 19,211 336,355 335,791

Saudi Arabia 17,577 176,378 231,502 5,285 26,528 80,424

South Africa 43,451 179,565 136,837 27,328 83,249 172,827

Turkey 18,812 187,684 132,882 3,668 22,509 38,020

E11 699,605 3,215,078 4,160,711 194,791 1,333,810 2,777,105

Australia 121,686 527,064 576,037 92,508 449,740 401,506

Canada 325,020 983,889 956,065 442,623 998,466 1,219,992

France 184,215 630,710 697,579 365,871 1,172,994 1,259,385

Germany 470,938 955,881 771,010 483,946 1,364,565 1,365,375

Italy 122,533 328,058 346,431 169,957 491,208 460,393

Japan 50,323 214,880 186,714 278,445 831,076 1,400,694

UK 439,458 1,068,187 1,196,520 940,197 1,686,260 1,443,936

US 2,783,235 3,422,293 6,391,293 2,694,014 4,809,587 6,383,751

Developed countries  4,497,407 8,130,963 11,121,647 5,467,561 11,803,896 13,935,032

Sources: UNCTAD (2017a) and UNCTAD (2017c). 

 

6.2 Continuous Improvement 
of Overall Investment 
Environment 

Since 2016, world major economies have been 
making active efforts to promote international 
investment liberalization and facilitation, and set up 
relevant institutionalized arrangements. On the 
country level, many countries have worked out a 
series of new investment facilitation policies, further 
improving the investment climate. 

6.2.1 Investment Environment Tending to Be 
Relaxed 

In July 2016, the G20 trade ministers’ meeting issued 
Guiding Principles for Global Investment Policies 

(hereinafter referred to as the Principles). As a 
framework principle an international meeting 
reached on global investment rules under 
multilateral mechanism, the document aims to build 
an open, transparent and beneficial global 
investment environment and promote international 
and domestic investment policy coordination. The 
nine principles outlined in the document on 
international investment policies in the next 
generation cover all core elements on the 
international investment system. The G20 trade 
ministers’ meeting also approved a document 
drafted by China on the working responsibilities of 
the G20 trade and investment working group, and 
made some institutional arrangements for the 
group’s meetings. These meant major world 
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economies formulated framework principles on 
investment rules to promote more facilitation and 
liberalization of individual countries’ investment 
policies. According to a report published by UNCTAD, 
at least 58 economies published a total of 124 FDI 
policies in 2016, with the number of countries and 
involved policies increasing by 18.4% and 25.3% 

respectively from 2015. Of the newly-adopted 124 
policies in 2016, 84 ones were for investment 
liberalization and facilitation, an increase of 10 from 
2015, 22 ones were for investment restriction and 
regulation, an increase of 8, and 18 ones were neutral, 
increasing by 7 from 2015 (See Table 6.5). 

 

Figure 6.4 Global investment policies in 2010-2016 
Source: UNCTAD (2017b). 

 
In the one year after October 2016, all G20 

members except for the UK worked out investment 
policies involving investment access, investment 
treatment, investment promotion and facilitation, 
and the overall business climate. Generally, 19 

members of G20 have newly adopted 54 measures, 
36 of which have were adopted by the E11 countries, 
twice the number of measures adopted by the other 
8 developed economies (See Table 6.5). 

 

Table 6.5 Newly-adopted investment policy measures  
of the G20 countries in 2016-2017 

 Entry/ 
Establishment 

Treatment Promotion and 
facilitation 

General business  
climate 

Argentina 1 2 0 0

Brazil 1 0 0 0

China, People’s Republic of 4 3 4 0

India 3 1 2 0

Indonesia 1 1 0 0

Korea, Republic of 1 0 1 0

Mexico 1 0 1 0
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continued 

 
Entry/ 

Establishment Treatment 
Promotion and 

facilitation 
General business  

climate 

Russia 4 0 0 1

Saudi Arabia 2 0 0 0

South Africa 1 0 0 0

Turkey 0 0 1 0

E11 19 7 9 1

Australia 2 0 1 0

Canada 3 0 0 1

France 2 0 0 0

Germany 2 0 0 0

Italy 1 0 2 0

Japan 1 1 0 0

UK 0 0 0 0

US 2 0 0 0

Developed countries  13 1 3 1

Note: The time range is between October 2016 to October 2017. 

Sources: UNCTAD, Investment Policy Monitor No.17, Mar. 2017; UNCTAD, Investment Policy Monitor No. 18, Dec. 2017. 

 
From a category perspective, the E11 

promulgated 19 policies on investment access, 
involving all E11 economies. Most of the policy 
measures helped promote FDI activities. For instance, 
Argentina passed a Public-Private-Partnership (PPP) 
law aimed at attracting foreign investment; Brazil 
abolished the regulation that the State Oil Company 
is the only operator of oilfield under salt bed and 
holds at least 30% of their equities; China revised the 
negative list for foreign investment in the 11 free 
trade areas, cancelled restrictive investment in some 
industries, and published a document containing 
several measures aimed at promoting foreign 
investment growth, from further reducing the 
restrictions on foreign investment access and 
formulating fiscal and taxation support policy to 
perfecting the comprehensive investment environment 
inside state-level development zones, facilitating 
entry and exit of talent, and optimizing business 
climate. India dismantled the Foreign Investment 
Promotion Board, and promulgated standard 
procedures on handling foreign investment cases. 

India’s central bank also revised the established 
regulations to further open its investment system to 
overseas risk investors, and encourage foreign 
investors to set up new companies. Korea and Russia 
formulated privatization measures in multiple sectors. 
Mexico raised the ceiling for foreign investors 
holding equities in the manufacturing of ships, 
aircraft and rail equipment, fuel and lubricants, as 
well as in certain air transport services from 25% to 
49%. Saudi Arabia fully opened investment in 
engineering services and related advisory services to 
eligible foreign companies.1 In the meantime, some 
countries also promulgated some new investment 
restriction measures. For example, South Africa 
formulated the New Mining Charter, raising the lower 
limit of black people holding equities in mining 
companies. Russia imposed some internal 
investment bans on offshore companies and 

———————————————————————— 
1 According to the relevant regulation of the Saudi Arabian 

government, the foreign companies eligible for this policy 
should be at least 10 years old and have business in at least four 
countries.  
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increased government examinations on and 
approvals for important asset deals involving 
national defense and national security strategies. 

Besides, Argentina, China, India and Indonesia 
worked out seven policies concerning investment 
treatment. For instance, Indonesia stipulated that it 
will raise the minimum local content requirement 
for domestic 4G smart phones sold in Indonesia 
from 20% to 30%. China, India, Korea, Mexico and 
Turkey promulgated nine policies aimed at 
promoting investment promotion and convenience, 
Korea increased tax incentives for foreign direct 
investment companies engaging in high 
technology, Turkey opened Turkish citizenship to 
foreign investors under certain conditions, China 

simplified the procedures for foreign investment 
enterprises, and Mexico established three new 
special economic zones. 

According to Doing Business 2018: Reforming to 
Create Jobs published by the World Bank, among the 
listed 190 world economies, Korea ranks the fourth, 
and Brazil, the lowest among the E11, ranks the 125th. 
Compared with 2017, nine economies of the E11 
gain higher scores in terms of Distance to Frontier 
(DTF), of whom, India, Saudi Arabia and Indonesia 
increase by 4.71, 2.92 and 2.25 respectively in 2018. 
Korea remains basically unchanged and South Africa 
see a decline of 0.08 in terms of this measurement 
(See Table 6.6). 

 

Table 6.6 Rankings of Doing Business 2018 of the E11 

Ranking Country DTF 
Score comparison with 

2017  

4 Korea, Republic of 83.92 0.00 

35 Russia 75.50 0.81 

49 Mexico 72.27 0.18 

60 Turkey 69.14 1.16 

72 Indonesia 66.47 2.25 

78 
China, People’s 

Republic of 
65.29 0.40 

82 South Africa 64.89 -0.08 

92 Saudi Arabia 62.50 2.92 

100 India 60.76 4.71 

117 Argentina 58.11 0.07 

125 Brazil 56.45 0.38 

Source: Doing Business database, Dec. 2017. 

 
6.2.2 Steady Advancement of Investment 
Cooperation 

To advance institutionalized building of foreign 
investment cooperation, the E11 has signed some 
new international investment agreements (IIAs) over 
the past year. The UNCTAD and Organization for 
Economic Co-operation and Development (OECD) 
reports show that by the end of October 2017, G20 
members had implemented 1,795 IIAs, 1,233 of 
which were bilateral investment agreements and 562 

were other investment agreements.1 The E11 countries 
are carrying out 851 IIAs, with 77.4 ones in each country 
on the average, and there are 944 IIAs being 
implemented in the developed G20 countries, 
with an average of 118 ones in each of them (See 
Table 6.7). 

———————————————————————— 
1 Other IIAs refer to the agreements involving related investment 

clauses exclusive of bilateral IIAs. 
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Table 6.7 Number of IIAs of the G20 countries in 2017 

Country 
Bilateral IIAs Other IIAs  IIAs 

Terminated a Abolisheda Subtotalb Terminateda Abolisheda Subtotalb Totalb

Argentina 1 1 56 1 0 17 73

Brazil 0 0 19 1 0 18 37

China, People’s 
Republic of 

0 0 129 1 0 21 150

India 0 8 67 0 0 13 80

Indonesia 0 4 42 0 0 15 57

Korea, Republic of 0 0 94 0 0 19 113

Mexico 0 0 32 0 0 15 47

Russia 0 0 80 0 0 6 86

Saudi Arabia 1 0 24 0 0 12 36

South Africa 0 0 40 0 0 11 51

Turkey 5 0 100 0 0 21 121

E11 7 13 683 3 0 168 851

Australia 0 1 17 1 0 19 36

Canada 0 0 32 1 0 20 52

France 0 0 104 1 0 67 171

Germany 0 2 133 1 0 67 200

Italy 0 1 84 1 0 66 150

Japan 1 0 28 0 0 20 48

UK 0 0 106 1 0 67 173

US 0 0 46 1 0 68 114

Developed countries 1 4 550 7 0 394 944

Note: “a” means between October 15, 2016 and October 15, 2017, and “b” means by the end of October 15, 2017. 

Sources: OECD and UNCTAD (2017a), OECD and UNCTAD (2017b). 

 
Of the E11, Argentina, Mexico, Russia, Saudi 

Arabia and Turkey signed 16 bilateral investment 
treaties (BITs) in 2016-2017, all of which are open to 
the emerging-market and developing countries. 
Among them, Turkey signed 11 BITs respectively with 
Côte d’Ivoire, Ghana, Jordan, Somalia, Georgia, 
Rwanda, Moldova, Mozambique, Burundi, Ukraine 
and Uzbekistan, Russia signed two BITs respectively 
with Morocco and the Occupied Palestinian Territoy; 
and Argentina, Mexico and Saudi Arabia signed a BIT 
respectively with Qatar, United Arab Emirates (UAE) 
and Jordan (See Table 6.8). Argentina, Brazil and 

South Africa newly signed four other investment 
agreements, which were respectively the Southern 
Common Market Investment Facilitation Agreement 
signed in April 2017, EU-Southern African 
Development Community Economic and Trade 
Partnership Agreement signed in October 2016, 
Brazil-the Republic of Peru Economic and Trade 
Expansion Agreement (ETEA) signed in April 2016, 
and Argentina-US Trade and Investment Framework 
Agreement (TIFA) signed in March 2016. Of them, the 
Argentina-US agreement and EU-Southern African 
Development Community agreement successively 
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became effective in 2016. Besides, some agreements 
that were signed before 2016 have also successively 
come into force, such as Korea-Colombia FTA (2013), 

Pacific Alliance Supplementary Agreement (2014) 
and Eurasian Economic Union-Vietnam FTA (2015) 
and Turkey-Singapore FTA (2015). 

 

Table 6.8 BITs signed or renewed by some E11 economies in 2016-2017 

No. Name of agreement  Signing date 

1 Turkey -Uzbekistan BIT (2017) October 25, 2017 

2 Turkey-Ukraine BIT (2017) October 9, 2017 

3 Turkey-Burundi BIT (2017) June 14, 2017 

4 Saudi Arabia-Jordan BIT (2017) March 27,2017 

5 Turkey-Mozambique BIT (2017) January 24, 2017 

6 Turkey-Moldova BIT (2016) December 16, 2016  

7 Russia-the Occupied Palestinian Territoy BIT (2016) November 11, 2016 

8 Argentina-Qatar BIT (2016) November 6, 2016 

9 Turkey-Rwanda BIT (2016) November 3, 2016 

10 Turkey-Georgia BIT (2016) July 19, 2016 

11 Turkey-Somalia BIT (2016) June 1, 2016 

12 Turkey-Jordan BIT (2016) March 27, 2016 

13 Russia-Morocco BIT (2016) March 15, 2016 

14 Turkey-Ghana BIT (2016) March 1, 2016 

15 Turkey-Côte d’Ivoire BIT (2016) February 29, 2016 

16 Mexico-UAE BIT (2016) January 19, 2016  

Source: UNCTAD, IIA Invigater, Jan. 2018. 
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In 2017, international commodities prices continued 
to strengthen and stabilize after going through twists 
and turns. By the middle of January, 2017, the CRB 
index1 had kept rising, which was a continuity of the 
upward trend since November 2016. It rose to 433 
from 423 and had been around 433 until the end of 
March. From the end of March to the end of April, it 
experienced the first fall in 2017, declining to about 
420. Then it rebounded and hit 448 in early July. From 
early July to the end of September, the index suffered 
the second fall in 2017, declining to below 430, and 
fluctuated around 430 for the whole of the fourth 
quarter until the end of December. The CRB index 
had largely remained flat in 2017 after it had shown 
an upward trajectory of recovery since early 2016 
(See Figure 7.1). However, starting from January 2018, 
the index regained steam and rose to around 443 at 
the end of January. It is expected that in 2018, the 
international bulk commodities prices would rise 
moderately. 

 

7.1 Remarkable Recovery of 
Energy Product Prices 

In 2017, prices of energy products, such as oil, natural 
gas and coal, maintained the upward trend of 2016 
and continued to rise. Thanks to such factors as 
reaching of agreement on oil output cuts and global 

———————————————————————— 
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 commodities prices 
and is widely used to observe and analyze commodities market 
price fluctuations and macroeconomic fluctuations.  

economic recovery, it is expected that energy 
product prices would continue to rise in 2018. 

7.1.1 V-Shaped Movement of Oil Prices 

In 2017, the international oil prices showed a 
V-shaped trend; oil prices first fell before moving up 
and for the whole of the year maintained an upward 
trend. It is in line with our judgment in last year’s 
report that oil prices would continue to rise in 2017. 
The average of British Brent crude oil price, West 
Texas Intermediate (WTI) crude oil price, and Middle 
East offshore price of Dubai crude oil fell from about 
USD54 a barrel in early 2017 to about USD43 a barrel 
at the end of June, before rebounded mildly and rose 
to about USD64 a barrel at the end of December; the 
whole-year average price was about USD53 a barrel. 
On the whole, from early 2017 to yearend, oil prices 
rose by about 19%, significantly down from more 
than 50% growth registered in 2016. Starting from 
2018, oil prices have maintained the upward trend 
since the middle of 2017. The spot price of Brent 
crude oil broke the line of USD70 a barrel many times 
in January 2018 (See Figure 7.2). 

In the first half of 2017, oil prices fell for three 
reasons. First, it was the large global oil stockpile. 
Since Russia and the OPEC reached agreement on oil 
output reduction in early 2017, global oil stock 
decreased by 50%, but it was still 140 million barrels 
more than the average global stock in the recent five 
years. Second, Nigeria and Libya, which are OPEC 
members, had been allowed to be exempt from the 
output reduction agreement due to their domestic 
turbulences and reduced output as a result of political  
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Figure 7.1 CRB index became flat in 2017 after going through twists and turns 
Source: Wind Info, Jan. 2018. 

 

 

Figure 7.2 International spot oil prices first fell before rising in 2017 
Source: Wind Info, Jan. 2018. 

 
turmoil, which had also contributed to the low oil 
prices in the first half of 2017.1 Last but not least, 

———————————————————————— 
1 Business Office of Chinese Embassy in Nigeria. OPEC Included Nigeria 

and Libya into Output Reduction Agreement. December 1, 2017, 
http://www.mofcom.gov.cn/article/i/jyjl/k/201712/20171202679395. 
shtml. 

increasing shale gas output had pushed up oil 
output of the US in the first half of 2017 leading to 
falling international oil prices. In the second half of 
2016, the daily oil production of the US was 8.732 
million barrels a day on average; in the first six 
months of 2017, it rose to 9.045 million barrels a day. 
In November 2017, it further rose to 10.038 million 
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barrels a day, the first time in 50 years that it exceeded 10 million barrels a day (See Figure 7.3). 
 

 

Figure 7.3 Daily oil output of the US in July 2016-November 2017 
Source: US Energy Information Administration, Feb. 2018. 

 
In the second half of 2017, against the 

backdrop of surging global demand, especially 
demand from major economies, oil prices had 
risen moderately. The JP Morgan global 
manufacturing PMI was 52.9 and 52.6 in the first 
and second quarter of 2017 respectively and rose 
t0 53.1 and 54 in the third and fourth quarter. The 
manufacturing PMI of the US, the world’s largest 
economy, reached 60.8 in September 2017, the 
first time it exceeded the mark of 60 since July 
2004. The rising manufacturing activity reflected 
increasing global demand, which supported oil 
prices. Seen from the supply side, the oil output 
reduction agreement inked by the OPEC and 
Russia had been strictly implemented and they 
had also decided to extend the agreement by 
nine months until the end of 2018, which was 
conducive to oil stock reduction and boosted oil 
price recovery as reduced supply pushed up 
market expectations for higher price. Besides, the 
evolution of the political situation in Saudi Arabia 
and the rising uncertainties in some Middle East 
countries had also helped push up oil prices.1 

In 2018, the world economy is expected to 

———————————————————————— 
1 Zhang Yuyan and Yao Zhizhong. Global Economic Recovery 

Gains Steam but Still Needs to be Consolidated. Qiu Shi, 
Volume II, 2018. 

maintain its growth momentum in 2017. Due to 
rising demand, restrained output and potential 
geopolitical factors, oil prices may continue to rise 
moderately in 2018. The World Bank forecasts that 
prices of oil would rise to about USD56 per barrel in 
2018 from USD53 per barrel in 2017.2 

7.1.2 Natural Gas Prices Remain in an Upward 
Trajectory 

The natural gas prices in 2017 were still in the 
upward trajectory that had started since the second 
quarter of 2016. Natural gas in the US market was 
sold at USD2.96 per million British thermal unit 
(BTU) in 2017, up by 18.8% from 2016. It was sold 
at USD5.65 per million BTU in the European 
market in the same year, up by 23.9% from 2016. 
In Japan, it was sold at USD8.05 per million BTU, 
up by 16.8% from 2016. Natural gas prices in 
Europe rose remarkably at the end of 2017 and the 
start of 2018 due to the rising heating demand as 
a result of the low temperature in the winter—it 
was lower than previous years—and the explosion 
at Europe’s largest natural gas pipeline on 
December 12, which pushed up the short-term 
natural gas prices in the European market (See Figure 
7.4).

———————————————————————— 
2  World Bank Group. 2017: Commodity Markets Outlook. 

October 2017, World Bank, Washington, DC. 
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Figure 7.4 Natural gas prices of Europe, US and Japan rose moderately in 2017 
Source: World Bank, Feb. 2018. 

 
In 2018, natural gas prices may continue to rise. 

The World Bank forecasts that the natural gas prices 
in the US may rise by 4% due to strong domestic 
demand, increasing export and weakening output. In 
Europe and Japan, the natural gas prices are more in 
line with oil price changes and therefore may rise by 
a smaller margin. The overall global natural gas prices 
may rise by 3% on average. 

7.1.3 Coal Prices First Rose before Declining 

International coal prices first rose in 2017 before 
going down, but compared with 2016, prices still  

were on the rise for the whole of 2017 (See Figure 
7.5). The Australian coal price was USD88.42 per ton 
in 2017, up by 34.2% from 2016; Colombia’s coal 
price was USD77.84 per ton in 2017, up by 35.2% 
from 2016; and South Africa’s coal was priced at 
USD81.92 per ton in 2017, up by 27.8% from 2016. 
Starting from 2018, coal prices continued to rise. In 
January, Australia's coal was priced at USD106.78 per 
ton, Colombia's coal price was USD86.38 per ton, and 
South Africa's coal price was USD92.73 per ton, rising 
by 27.5%, 3.1% and 9.0%, respectively, from 2016. 

 

 

Figure 7.5 International coal prices rose overall in 2017 
Source: World Bank, Feb. 2018. 
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Among the E11 countries, China is the world’s 
largest coal consumer and producer (See Figure 7.6). 
China’s demand for coal and its changes in 
production policies have a great impact on coal 
prices. In recent years, China has made great efforts 
to reduce coal production capacity and 
implemented the coal-to-gas reform to promote 
environmental protection; as a result, its coal 
production dropped for the first time since 2013. In 
2016, China strengthened production capacity 
reduction and its coal output decreased by 7.7% 
year-on-year. However, due to rising natural gas 

prices and shortage of natural gas supply as well as 
inadequate infrastructure, the Chinese economy’s 
reliance on coal remains at relatively high levels. 
Against that backdrop, China’s reduction of coal 
production capacity has caused price to rise, which 
increases its costs of economic operation. After it 
registered quite high negative growth of raw coal 
output and imported large amounts of coal in 2016, 
China had to increase raw coal output in 2017 and 
in most of the year, it achieved positive 
year-on-year monthly growth of raw coal output 
(See Figure 7.7). 

 

Figure 7.6 Coal output of major producers in 1981-2016 
Source: Wind Info, Jan. 2018. 

 

Figure 7.7 China achieved positive year-on-year monthly  
growth of coal output in most of 2017 

Source: Wind Info, Jan. 2018. 
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Since China consumes half of the global coal 
output and coal accounts for 60% of the country’s 
energy mix. China’s policy is an important factor 
behind the international coal price changes in 2018. 
Having reflected on the problem of excessively fast 
pace of coal-to-gas reform, China will become more 
careful in carrying out the reform in 2018. China’s 
demand for coal will not decline significantly in the 
short term and coal prices are expected to continue 
to rise in a stable manner. 

 

7.2 Metal Prices Would 
Continue to Rise 

In 2017, prices of steel and most non-ferrous metals 
maintained the rising momentum of 2016 due to 
boost from recovering demand of major economies, 
such as China, India and the US and infrastructure 
investment and expectations in countries involved in 

the Belt and Road Initiative. 

7.2.1 Steel Prices Rose Steadily 

Steel prices rose significantly in 2017. The Myspic 
composite steel price index rose t0 168 on 
December 12, 2017 from about 130 in early 2017. It 
had fluctuated around 160 before falling mildly in 
early 2018. It remained at about 150 in January, 2018 
(See Figure 7.8). 

Steel output rose significantly in 2017 over 
2016. Take global crude steel output. In 2017, global 
crude steel output rose by 5.2% year-on-year, much 
higher than growth in 2016, which was 0.4%. Seen 
from monthly year-on-year growth changes, 
although it experienced ups and downs in 2017, its 
growth had largely remained above 2%, which was 
quite high, and did not fall into the negative territory 
in any month of the year (See Figure 7.9). In 2017, the 
steel industry featured rising output and prices. 

 

Figure 7.8 Rising Myspic composite steel price index in 2016-2017 
Source: Wind Info, Feb. 2018. 

 
In 2018, steel prices may hopefully continue to 

rise thanks to demand from China, the world’s largest 
steel producer and consumer, boost from the 
infrastructure investment as a result of the Belt and 
Road Initiative led by China, and US President Donald 
Trump’s policy of increasing domestic infrastructure 
investment. 

7.2.2 Prices of Other Metals Rose 

Apart from steel, prices of other metals also rose in 
2017. Seen from the spot settlement prices of non- 

ferrous metals in the London Metal Exchange (LME), 
copper prices rose 26.8% in 2017 to reach USD6,166 
per ton; aluminum prices rose by 22.7% to hit 
USD1,969 per ton; zinc prices rose by 38.3% to stand 
at USD2,896 per ton, lead prices rose by 23.8% to 
reach USD2,317 per ton; tin prices rose by 11.7% to 
hit USD20,105 per ton; and nickel prices rose by 8.4% 
to reach USD10,411 per ton. In 2018, prices of 
non-ferrous metals are expected to continue to rise 
moderately (See Figure 7.10).
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Figure 7.9 Global crude steel output remained at high levels in 2017 
Source: Wind Info, Feb. 2018. 

 

Figure 7.10  Rising spot settlement prices of non-ferrous metals in LME in 2017 
Source: Wind Info, Feb. 2018. 

 

7.3 Prices of Precious Metals 
Largely Stable 

Precious metals can serve as a hedge against risks. 
Generally, prices of precious metals do not rise 
strongly when economic conditions are sound, while 
they surge as a tool for hedging against risks when 
the economy faces risks. In 2017, prices of some 
precious metals rose while those of others dropped 

and the margin of changes, either rise or fall, was 
quite small. Take the dollar-denominated precious 
metals in the London Metal Exchange. In 2017, prices 
of gold edged up by 0.59% year-on-year to reach 
USD1,257.34 per ounce; silver prices dropped slightly 
by 0.52% to hit USD17.05 per ounce; platinum prices 
dropped by 4.3% to USD948.49 per ounce; and only 
palladium prices rose strongly, surging by 41.38% to 
reach USD868.96 per ounce (See Figure 7.11). Two 
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factors contributed to the strong rise of palladium 
prices. One is that palladium has been widely used in 
the tail gas purification equipment of diesel vehicles 
and the rising auto sales in recent years have pushed 
up prices of palladium; the other is that only a small 

number of countries, such as Russia, produce 
palladium and the intensifying US-Russia relations 
have exacerbated market concerns about normal 
supply of the metal. 

 

 

Figure 7.11 Prices of most precious metals in LME were stable in 2017 
Source: Wind Info, Feb. 2018. 

 

7.4 Prices of Fertilizers 
Dropped 

Prices of fertilizer products, on the whole, dropped in 
2017, although prices of some products rose. The 
World Bank Fertilizer Price Index was 72.6 in 2017, 2.6 
points down from 2016; urea prices rose by 10.3% 
year-on-year in 2017 to reach USD219.8 per ton. On 
the one hand, the international demand for urea was 
increasing; for example, Brazil’s urea imports 
increased by 41% in the first nine months of 2017; on 
the other hand, urea supply had contracted, with 
supply from Indonesia, the Middle East, and North 
Africa interrupted; meanwhile, China as the largest 
urea producer and exporter, had sharply reduced 
production and exports due to rising production 
costs as a result of rising coal prices and 
strengthened environmental protection measures. 
Since the low-cost production capacities of Nigeria, 
Malaysia, Iran and the US will come into use in 2018, 
urea prices may drop moderately. Prices of potash 
fertilizer rose mildly month by month in 2017, up by 

4.2% in December compared with January. For the 
whole of 2017, however, prices of potash fertilizer 
dropped by 11.4% year-on-year to hit USD217.5 per 
ton. Since new production capacities of Belarus, 
Canada, China, Russia, Turkmenistan and the US will 
come into use, the scenario of supply exceeding 
demand will continue unchanged and the potash 
fertilizer prices are expected to continue to weaken. 
Prices of DAP as a phosphate fertilizer rose by 2.6% in 
2017 year-on-year to reach USD354.3 per ton; TSP 
prices dropped by 4.9% to USD276.3 per ton. In 
September 2017, Hurricane Irma swept Florida, US 
and interrupted potash fertilizer production, pushing 
up potash fertilizer prices. Given the huge 
production capacity of China, the largest exporter of 
potash fertilizer, and Saudi Arabia’s new production 
capacity, which will come into use, potash fertilizer 
prices are expected to be on a downward trajectory 
in 2018 (See Figure 7.12). On the whole, due to the 
scenario of supply exceeding demand, prices of 
fertilizer products may continue to fall after it 
weakened in 2017. 
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Figure 7.12 Fertilizer commodity price index fell in 2017 
Source: World Bank, Feb. 2018. 

 

7.5 Prices of Most Agricultural 
Products Were Stable 

Similar to precious metals, prices of most agricultural 
products fluctuated within a narrow band in 2017, 
seen from the spot price changes of agricultural 
products, such as soybean meal, wheat and corn. 
Prices of some products fell while those of others 
rose. The international spot prices of soybean meal 
fell by 7.34% to USD317.13 per ton in 2017; the 
international spot prices of wheat rose by 0.91% to 

USD4.81 per bushel; and the international spot prices 
of corn fell by 2.97% to hit USD3.90 per bushel. The 
futures prices of agricultural products fluctuated 
even within a narrower band than spot prices. 
Futures prices of soybean meal, wheat and corn in 
2017 rose only by 0.26%, 0.42% and 0.71%, 
respectively, year-on-year. As major economies, such 
as the US, China and India, fare well, prices of 
agricultural products may rise moderately in 2018 
(See Figure 7.13). 

 

Figure 7.13 Stable agricultural product prices in 2017 
Source: Wind Info, Feb. 2018. 
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7.6 Major Impact of International 
Bulk Commodities Prices on E11 

Saudi Arabia and Russia are the main exporters of 
energy commodities, such as oil and natural gas. 
Brazil and Argentina are the main exporters of 
agricultural products. Indonesia and South Africa 
mainly export minerals. China, Korea, India, Turkey 
and Mexico as manufacturing powers are main 
importers of bulk commodities. China, meanwhile, is 
also a main producer and exporter of coal, some 
fertilizer products, and metals. The impact of demand 
and output of the E11 countries on prices has been 
discussed earlier in this report. This chapter will take 
the impact of oil prices on major exporters and 
importers within the E11 group for instance to 
analyze the impact of bulk commodity price 
fluctuations on the economy of the E11. 

Rising prices of energy commodities, such as oil, 
contribute to fiscal revenues of countries that heavily 
rely on energy product exports, such as Saudi Arabia 

and Russia. In 2015 and 2016, when international oil 
prices declined, contribution of oil export incomes to 
Saudi Arabia’s fiscal budgetary revenues dropped by 
20.9% and 42.6%, respectively. As oil prices recovered 
in 2017, the ratio rose to a positive 31.8%. If oil prices 
continue to rise in 2018, Saudi Arabia’s oil-related 
incomes would increase accordingly. In December 
2017, the fiscal budget for 2018 was released at a 
Saudi Cabinet meeting. The budgetary plan showed 
that the country’s budgetary expenditures would 
increase by 5.6% in 2018 while its budgetary revenues 
would increase by 12.5%, with its non-oil incomes 
increasing by 13% to reach SAR291 billion. It means 
oil incomes remain the most importance source of 
revenues for Saudi Arabia in 2018. Its oil incomes are 
expected to reach SAR492 billion, up by 11.8% 
year-on-year, accounting for 62.8% of the country’s 
budgetary fiscal incomes (See Figure 7.14).1 
——————————————————————— 
1 https://www.mof.gov.sa/en/budget/Documents/171228%20%20 

budget%20Statement%20eng%20Single.pdf.

 

Figure 7.14 Saudi Arabian government’s budgetary revenues,  
proportion of oil incomes and year-on-year growth 

Source: CEIC database, Feb. 2017. 

 
There is also a positive correlation between 

Russia’s fiscal revenue growth and its crude oil export 
growth. In 2017, its year-on-year oil export value 
growth was significantly higher than 2016; it was 
46.8% on average in the January-October period, up 

by 79.7% from 2016. It year-on-year fiscal revenue 
growth in the January-November period was 20.4%, 
32.5 percentage points higher than 2016 (See Figure 
7.15). 



Chapter 7 
Commodity Markets  

  83 

 

Figure 7.15 Russia’s crude oil export value and fiscal revenue growth (y-o-y) in  
2017 significantly higher than 2016 

Source: WIND Database, Feb. 2018. 

 
Meanwhile, rising oil prices mean rising costs for 

oil-importing countries in the E11. For instance, 
China’s monthly crude oil import, in terms of volume, 
did not change much 2017, but due to rising prices, 
it had paid a lot more for the import—it reached 
USD160.8 billion for the whole of 2017. China would 
have saved USD33.8 billion (about 21% of China’s 

payment in 2017) for the same amount of crude oil if 
oil prices remained unchanged from 2016 (See 
Figure 7.16). The increased costs have largely been 
transferred to domestic economic activities, which to 
an extent reduces the competitiveness of Chinese 
products. 

 

Figure 7.16 China’s crude oil imports in 2016-2017 
Source: Wind Info, Feb. 2018. 
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Chapter 8 
Debt 
 

 
 
Fiscal deficit ratios of the E11 countries are high while 
public debt levels are low with controllable risks on 
the whole. Non-financial private debt levels of the 
E11 countries have a descending trend but there are 
great differences among their debt levels. The foreign 
debt levels and debt servicing ratios of the E11 
countries are high with a rising trend, which indicate 
that the risks of foreign debts of most countries are 
increasing. In terms of the E11’s debt structure, the debt 
level of China’s non-financial private sector is relatively 
higher, but its foreign debt level remains relatively 
lower; Argentina’s non-financial private sector has a 
relatively low debt level; South Africa‘s foreign debt, 
however, is at a relatively high level. Emerging 
economies should prepare in advance and prevent the 
outbreak of the systemic debt risks. 

 

8.1 Risks of Public Debt Being 
Controllable 

Fiscal deficit ratios of the E11 countries are high on 
the whole but their public debt levels are low, with 
the levels of public debt of some countries rising. The 
influence factors of changes in public debt levels and 
fiscal deficit ratios among the E11 countries consist in 
public financial expenditures, reforms and bulk 
commodity prices. Therefore, emerging economies 
should formulate related policies and strike a balance 
between deepening reforms and achieving a sound 
fiscal status in order to lay a good foundation for 
sustained and steady economic growth. 

8.1.1 Fiscal Deficit Ratios Being High 

Whether compared with international standards or 

the G7 developed countries, the fiscal deficit ratios of 
the E11 countries are high on the whole. The EU’s 
Stability and Growth Pact stipulates that the 
proportion of fiscal deficit to GDP shall be controlled 
within 3%. In 2017, except Korea, Mexico, Russia and 
Indonesia, fiscal deficit ratios of other E11 countries 
exceeded this standard. Of the E11 countries, Brazil 
witnessed the highest fiscal deficit ratio, reaching 
9.2%; followed by Saudi Arabia, reaching 8.6%; 
Argentina’s and India’s fiscal deficit ratios were 6.6% 
and 6.4% respectively; Mexico’s and Russia’s were 
quite low, which were 1.4% and 2.1% respectively; 
Korea possessed a fiscal surplus of 1.2% (See Figure 
8.1). Of the G7 countries, the US and Japan saw a 
relatively high fiscal deficit ratio, reaching 4.3% and 
4.1% respectively; France’s and the UK’s fiscal deficit 
ratios were 3.0% and 2.9% respectively; Canada and 
Italy saw a relatively low fiscal deficit ratio, both being 
2.2%; Germany maintained a fiscal surplus of about 
0.7%. In 2017, the fiscal deficit ratios of the E11 
countries (4.3%) were higher than that of the G7 
developed countries (2.6%) on the whole. 

The fiscal deficit ratios of some E11 countries 
declined. Compared with 2016, in 2017, Saudi Arabia 
witnessed the greatest decrease of fiscal deficit ratio 
at 8.6 percentage points; followed by Mexico and 
Russia, both with a growth of 1.5 percentage points; 
India’s fiscal deficit ratio declined by 0.2 percentage 
points while China’s remained almost same. In 
2014-2017, the annual growth rate of fiscal deficit 
ratios of China, Saudi Arabia and Turkey were 
relatively high, reaching 60.3%, 36.4% and 30.9% 
respectively; those of South Africa and Indonesia 
were relatively low, reaching 2.3% and 7.6% 
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respectively; those of Mexico and India were -32.7% 
and -4.0% respectively. The relatively high fiscal 
deficit ratio is detrimental to the healthy public 

finance. Some emerging economies should 
implement measures to lower the fiscal deficit to a 
reasonable level as soon as possible. 

 

Figure 8.1 Proportions of general government net lending/borrowing  
to GDP in the E11 and G7 countries in 2014-2017 

Note: The 2017 data are based on estimation. The ranking is based on the 2017 data. 

Source: IMF-WEO, Oct. 2017. 

 

8.1.2 Public Debt Levels Being Relatively Low 

Public debt levels of the E11 countries are relatively 
low and some countries saw a rise in their public 
debt levels. The EU’s Stability and Growth Pact 
stipulates that the proportion of public debt to GDP 
shall be controlled within 60%. In 2017, except Brazil 
and India, the public debt levels of other emerging 
economies were all under this standard. Among 
these countries, Brazil saw the highest public debt 
level, reaching 83.4%; followed by India, whose 
public debt level was 68.7%; Argentina, Mexico and 
South Africa witnessed relatively high-level public 
debts, reaching 53.4%, 53.3% and 53.0% respectively; 
Saudi Arabia and Russia had relatively low public 
debt levels, reaching 17.0% and 17.4% respectively  
(See Figure 8.2). Compared with 2016, emerging 

economies witnessing a rise in public debt levels in 
2017 include Brazil, Saudi Arabia, China, Russia, South 
Africa and Indonesia, up by 5.0 percentage points, 3.9 
percentage points, 3.3 percentage points, 1.7 
percentage points, 1.3 percentage points and 0.8 
percentage points, respectively. In addition, although 
local government debt in China was of great concern, 
its risk is relatively controllable considering that most 
of it is in the form of domestic currency debt and 
internal debt, debt servicing resources are stable and 
abundant, and the effect of Chinese government’s 
continuous deleveraging policy is unfolding. 
Compared with the G7 developed countries, most 
E11 countries had low public debt levels, yet some 
saw a rapid growth rate. In 2017, compared with 
Germany which had the lowest public debt level of 
the G7 countries, only Brazil and India among E11 
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countries had relatively high public debt levels. 
Among the G7 countries, Germany saw the lowest 
public debt level, which was about 65.0%, crossing 
the warning line of public debt level set by the EU; 
Japan saw the highest public debt level, reaching 
240.3%; followed by Italy, whose public debt level 
was about 133.0%; the US’ ranked third at about 
108.1%. In terms of the growth rate of public debt 
level, all E11 economies except Turkey witnessed 

positive growth. In 2014-2017, the annual growth 
rate of Saudi Arabia’s public debt level was the fastest, 
reaching 121.6%; followed by Brazil and Argentina, 
with their annual growth rates of public debt levels 
reaching 10.2% and 7.0% respectively; China and 
Indonesia saw growth rates of 6.1% and 5.1% 
respectively while Turkey saw a growth rate of -0.9%. 
It is worth vigilance that public debt levels of some 
emerging economies are rising too fast. 

 

Figure 8.2 Proportions of gross government debt to GDP in the E11 and  
G7 countries in 2014-2017 

Note: The 2017 data are based on estimation. The ranking is based on the 2017 data. 

Source: IMF-WEO, Oct. 2017. 

 
8.1.3 Main Influence Factors and Policy 
Implications 

First, it is the influence of public financial expenditures. 
Proactive fiscal policies are beneficial to facilitate 
investment, create new jobs, expand domestic 
demands and enable the economy to have a 
balanced and sustainable development. However, 
the excessively expansionary fiscal policy will widen 
the government fiscal deficit and increase the public 
debt burden, thus doing harm to the steady 
economic growth. For a long time, the growth of 
public financial expenditures in Brazil has been 
significantly higher than that of GDP. So the Brazilian 

government had to make up for fiscal deficit by 
increasing revenues and tax categories. The 
consequent surge of public debt dampened market 
confidence and crimped domestic investment in 
Brazil, hindering Brazil’s economy from getting rid of 
recession in the end. According to the statistics 
released by Brazilian Treasury, the main reason for the 
huge increase of Brazil’s public debt was the interest 
worth BRL330 billion resulting from the high inflation 
rate in 2016. At the same time, Brazil’s public debt 
increased by 11.42% and its total amount reached a 
record high of BRL3.112 trillion. As Brazil approved 
the implementation of the amendment to the 
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Constitution which was aimed to set an upper limit 
to public expenditures for the governments at every 
level, it is estimated that the excessive government 
public expenditures will be restricted. If given the 
fact that Brazil’s economy began to get rid of 
recession in 2017 and its inflation rate dropped, the 
rising trend of Brazil’s public debt will probably slow 
down. China’s local government debt is one of the 
key tasks of its risk prevention and control. However, 
with the steady promotion of deleveraging and the 
implementation of related measures, the issuing 
scale of China’s local government bonds was smaller 
and the issuing rate is slower in the first three 
quarters of 2017. 

Second, it is the reforms in all areas. The 
continuous structural adjustment and taxation 
reform in major emerging economies exerted great 
impact on their public financial revenues and 
expenditures and the change in public debt. In order to 
maintain the economy operation within a reasonable 
range, China implemented more proactive and 
effective fiscal policies in 2017 and cut down on 
taxes and fees continuously, expanded expenditures 
properly and guaranteed spending in key areas, 
especially those for supply-side structural reform and 
for public well-being, which led its fiscal deficit ratio 
to surpass 3% for two consecutive years and the ratio 
of gross debt to GDP continue to rise. Indian 
government also adopted many reform measures, 
including implementing proactive fiscal policies and 
developing manufacturing and railway; beginning 
taxation reform, replacing dozens of local taxes with 
the standardized national commodity and service tax; 
reducing limits on foreign direct investment, 
attracting foreign investment in more areas to larger 
degrees; amending regulations of labor and land 
expropriation, such as reducing the government 
approval procedures and reducing limits on recruitment 
and discharge; promoting privatization of 
state-owned enterprises and accelerating banking 
reform, especially dealing with the low efficiency of 
state-owned banks. The successful implementation 
of these reform measures will probably improve the 
government’s fiscal status and lower its gross debt 
level. 

Third, it is the bulk commodity prices. The prices 
of bulk commodity represented oil run at the low 
and medium level with a rising trend amid 
fluctuations, which exerted important influence on 
the improvement of public financial revenue and 

expenditures of Saudi Arabia and Russia that rely on 
the export of energy. In 2017, benefited from the 
improved demands, shrinking supply and unstable 
geopolitics, the international oil prices bounced 
within the range of USD45-65 per barrel, in the shape 
of “V”. This was good to crude oil export of Saudi 
Arabia and Russia since it not only increased the 
profits for their export companies and state revenues 
but also lowered the fiscal deficit ratios of the two 
governments, keeping their public debt at a low level. 
In comparison, while oil prices were rising slowly, 
prices of plants like soybeans were dropping, which 
had negative effects on Brazil that rely on the export 
of minerals and plants, worsening its fiscal unbalance 
and increasing its public debt burden. 

Based on the above analysis, policy implications 
are as follows. 

First, considering the restraints of the tightening 
currency policies in major developed economies, 
fiscal policies should exert more proactive effects on 
supporting economic growth. With the acceleration 
of cyclical warming of global economy, monetary 
policies of developed economies such as the US 
began to tighten and international capital began to 
flow back from emerging economies. In order to 
attract inflow of more international capital, emerging 
economies will face the pressure of adopting tight 
monetary policies. In order to achieve economic 
growth under this situation, emerging economies 
will probably adopt proactive fiscal policies as the 
main tool of their macro-economic regulations. 
However, for those economies that depend on 
current account and fiscal balance for external 
financing, they may be confronted with financing 
limitations when adopting expansionary fiscal 
policies, so they should try to avoid the rise of public 
debt level and fiscal deficit ratio. 

Second, the relationship between deepening 
reforms and achieving a sound fiscal status should be 
balanced. Although structural reform may widen 
fiscal deficit in the short term, it will generate more 
tax revenues and expand the sources of revenue in 
the long run, and thus facilitate fiscal balance. In 
order to provide enough support for supply-side 
structural reform, risk prevention, poverty eradication, 
pollution prevention and control, and other key areas, 
China should continuously maintain proactive fiscal 
policies, adjust and optimize financial expenditure 
structure, and cut its general administrative 
expenditures. Indian government should continue to 
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advance reforms related to a ban on some banknotes 
and commodity and service tax reform, which will 
effectively enlarge the scope of government tax 
collection, increase government’s revenues, reduce 
public debt level and facilitate the healthy economic 
development. 

Third, major economies should adopt the “dredging 
and blocking” policies when tackling local government 
debts. In order to effectively lower the local 
government debt level and prevent systemic risks, 
China strictly forbade local governments from 
disguised financing such as non-standard forms of 
public-private partnership (PPP), government investment 
funds and government procurement of services. At 
the same time, it also provides local governments 
with new normative financing channels, especially 
the pilot issuance of special bonds for project 
proceeds. In the future, China should explore more 
effective modes and measures for managing local 
government debt risks and prevent them from 
spiralling out of control. For example, it is necessary 
to increase the transparency of local government 
debt and reduce the risk of invisible debts; to speed 
up the reform of government accounting system 
and to improve the ability of the government to 
identify financial risks. 

Last, emerging economies that rely on the 
export of energy and mineral resources should make 
full use of the abundant space provided by the rise of 
bulk commodity prices in their policy formulation, 
balancing fiscal revenues and expenditures and 
reducing public debt level. The recent cyclical rally in 
bulk commodity prices has provided a valuable 
breathing space for countries that mainly rely on the 
export of energy and minerals to formulate related 
policies on structural adjustments and deepening 
reforms as soon as possible. For example, Saudi 
Arabia should take the opportunity to introduce 
reform measures to speed up industrial restructuring 
and upgrading so that the national economy will 
emerge as soon as possible from the industrial 
structure which relies heavily on energy and strive to 
realize fiscal balance and a healthy and sustainable 
economic development. 

 

8.2 Risks of Private Debt 
Lowering 

Levels of non-financial private debt in the E11 are 
generally declining and there are big differences 

among E11 countries. Loose monetary policy is a key 
driver of high non-financial private debt levels, and 
the effect of continuous deleveraging is the main 
reason for its decline. To this end, emerging 
economies have taken various measures to curb the 
borrowing impulse in the non-financial private sector 
and have proactively responded to the monetary 
policy tightening risk caused by the US’ entry into a 
cycle of interest rate hikes. 

8.2.1 Level of Non-Financial Private Debt 
Declining Slightly 

Levels of non-financial private debt in some E11 
countries are high, but the non-financial private debt 
levels of the E11 are generally on a declining 
trajectory. According to the statistics released by the 
Bank for International Settlements (BIS), levels of 
non-financial private debt in China and Korea were as 
high as 210.2% and 193.9% respectively in the 
second quarter of 2017 (See Figure 8.3), much higher 
than the levels of other E11 countries. From a country 
perspective, Turkey’s non-financial private debt level 
was 86%, South Africa’s was 72.2%, and Russia’s, Saudi 
Arabia’s and Brazil’s were 67.4%, 63.6% and 63.3% 
respectively, while India’s was 55.9%, Mexico’s was 
42.2% and Indonesia’s was 39.5%. Argentina had the 
lowest level of non-financial private debt of about 
19.1%. China and Korea should be vigilant against 
the relatively high levels of non-financial private debt 
in their countries and guard against the outbreak of a 
systemic debt default risk. 

Nevertheless, level of non-financial private debt 
in the E11 was slowly declining on the whole. From 
the third quarter of 2016 to the second quarter of 
2017, levels of non-financial private debt in the E11 
gradually dropped from 83.7% to 83.0%, indicating 
that the effect of deleveraging measures adopted by 
some emerging economies had begun to be 
effective. Levels of non-financial private debt in China, 
South Africa, Saudi Arabia, Brazil, India and Mexico 
declined in the first two quarters of 2017. Among 
them, China’s fell from 210.8% to 210.2%, down 0.6 
percentage points; India’s and Brazil’s decreased by 
3.0 percentage points and 1.8 percentage points 
respectively; Mexico’s and South Africa’s both fell by 
0.5 percentage points, and Saudi Arabia’s decreased 
by 0.1 percentage points. In comparison, Korea’s 
non-financial private debt level rose from 192.6% to 
193.9%, up by 1.3 percentage points. Non-financial 
private debt levels in Argentina and Russia both 
increased by 0.9 percentage points, and Indonesia’s 
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and Turkey’s increased by 0.3 percentage points and 0.1 percentage points respectively. 

 

 

Figure 8.3 Ratios of non-financial private debt to GDP in the E11  
countries in Q3, 2016-Q2, 2017 

Note: The ranking is based on the data of Q2, 2017. 

Source: Bank for International Settlements (BIS), Jan. 2018. 

 
8.2.2 Debt Levels Having Great Discrepancies 

There are great discrepancies in debt levels of the E11 
countries in corporate and household sectors. 
Among them, China’s debt level in the corporate 
sector is relatively high, Korea’s in the household 
sector is relatively high, and Argentina’s in the 
corporate and household sectors is relatively low. In 
terms of debt levels in the corporate sector, 
according to statistics released by BIS, the corporate 
debt level in China in the second quarter of 2017 was 
approximately 163.4% (See Figure 8.4), far exceeding 
that of other E11 countries. Korea followed, with 
about 100.1%; Turkey was about 68.5%; Russia was 
51.6%; Saudi Arabia, India and Brazil were between 
41% and 50%; South Africa was 38.3%; Mexico, 
Indonesia and Argentina had relatively low corporate 
debt levels, which were 25.7%, 22.6% and 12.8% 
respectively. 

When it comes to household debt levels, in the 
second quarter of 2017, Korea’s was about 93.8%, 
ranking highest in the E11 countries. China followed, 
at about 46.8%; South Africa was 33.9%; Brazil was 
21.7%; Turkey, Russia, Indonesia, Mexico, Saudi Arabia 
and India were between 10% and 20%. Argentina’s 
household sector had the lowest debt level at about  

6.2%. The loose monetary policy is the main reason 
for the relatively high debt levels in the non-financial 
corporate and household sectors of some emerging 
economies. 

8.2.3 Main Influence Factors and Policy 
Implications 

Based on the above analysis, debt levels of 
non-financial private sectors in the E11 countries 
declined a bit, but debt levels of China’s corporate 
sector and Korea’s household sector were high. There 
are several reasons for this phenomenon. 

First, the loose monetary policy is an important 
driver of high levels of non-financial private debt. 
Since the outbreak of the global financial crisis, the 
US and other  developed economies have 
successively launched quantitative easing monetary 
policies to boost market confidence and stimulate 
economic recovery. The spillover effect of these 
policies on emerging economies has become more 
and more obvious. The quantitative easing monetary 
policy dramatically increased the global liquidity of 
the US dollar, causing the flow of international capital 
to emerging economies and reducing borrowing 
costs in the corporate and household sectors, and 
thus rapidly pushing non-financial private debt in  
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Figure 8.4 Debt in household and corporate sectors to  
GDP in the E11 countries in Q2, 2017 

Note: The ranking is based on the ratios of debt in non-financial private sector (household and corporate) to GDP. 

Source: BIS, Jan. 2018. 

 
China and Korea to high levels. In Korea, for example, 
the long-term low interest rates fueled enthusiasm 
for real estate investment, pushing up house prices 
and household debt scale. By the end of September 
2017, the amount of Korean outstanding household 
credit was KRW 1,419.1 trillion (about RMB 86 trillion), 
the highest since statistical record was created; the 
increase was KRW 31.2 trillion over August 2017, 
which was a new high for the year; the ratio of 
household debt to disposable income was as high as 
170%, significantly higher than the average 123% of 
the 30 members of the OECD. High debt levels in the 
private sector and rising debt growth rate have 
become one of the major threats to Korea’s 
economic growth and the livelihood of Korean 
people. 

Second, the policy effect of continuous 
deleveraging is the main reason for the decline in 
non-financial private debt. Since it is a long process 
to reduce leverage in the non-financial private sector, 
we should first reduce the growth rate, and then 
reduce the overall level to avoid new risks caused by 
the sharp drop of leverage. Recently, the policy 
measures of reducing leverage frequently formulated 

and implemented by major emerging economies 
have become the key factors to cause the overall 
debt level of the non-financial private sector to 
slightly decline in the E11 countries. In China, for 
instance, in July 2017, the fifth National Financial 
Work Conference (hereinafter referred to as 
“conference”) made it clear three major tasks in 
China’s financial field, namely to “serve the real 
economy, prevent and control financial risks and 
deepen financial reform”. In order to strengthen the 
top-level design of financial regulation, the 
conference decided to set up the Financial Stability 
Development Committee of the State Council to 
coordinate financial supervision and regulation and 
strengthen areas of weakness. As to risk control in the 
economic field, the conference placed particular 
emphasis on “promoting economic deleverage”, 
“prioritizing reducing leverage of state-owned 
enterprises, paying special attention to the disposal 
of ‘zombie enterprises’”. Guided by such a spirit, China 
has obviously slowed the rapidly rising momentum 
of non-financial private debt levels. On one hand, the 
non-financial corporate sector continues to show a 
steady trend of deleveraging. Among them, 
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non-state-owned enterprises became the main force 
of deleveraging, with their asset-liability ratio falling 
to 52.5% in the third quarter from 52.7% at the end of 
the second quarter in 2017. In comparison, 
state-owned enterprises, which account for 60% of 
the non-financial corporate debt, showed no obvious 
trend of deleveraging, with their asset-liability ratio 
still up to 61.0% at the end of the third quarter. It is 
important for state-owned enterprises to deleverage 
in the next phase. On the other hand, reduction of 
leverage in the household sector showed its initial 
effects. The central and local governments have 
issued various restrictive housing purchasing and 
lending policies, strictly investigated the 
appropriation of personal consumption credit, 
limited some ways for residents to acquire real estate 
loans as a way of preventing risks of real estate 
bubbles. As a result, at the end of September in 2017, 
the growth rate of personal housing loans dropped 
by 10.6 percentage points from the year’s high, 
witnessing an obvious decrease of leverage in the 
household sector. 

Based on the above analysis, the specific policy 
suggestions are as follows. 

First, several measures should be adopted at the 
same time to curb the borrowing impulses of the 
non-financial private sector. High levels of household 
debt not only erode residents’ disposable income 
and inhibit  pr ivate consumption, but also 
accumulate debt risks in the non-financial private 
sector, restraining the formulation of central bank’s 
monetary policy. In order to curb the real estate 
market from overheating and prevent household 
debt from growing too fast, Korea developed a 
number of real estate regulation policies in June and 
August 2017 respectively, but the enthusiasm of 
leveraging in the household sector still remained 
high. At the end of November, Bank of Korea raised 
its benchmark interest rate by 25 basis points to 
1.50% in response to the capital outflows caused by 
the Fed’s interest rate rise, and further curbed the 
speed of leveraging in the household sector. 
However, it could also increase the debt servicing 
burden of the household sector, triggering new 
financial risks. The report delivered to the 19th 
National Congress of the Communist Party of China 
clearly demands China “improve the financial 
regulatory system to forestall systemic financial risks” 
and lists preventing and addressing major risks as 
one of the three key tasks in the future. On this basis,  

the Chinese government has successively promulgated 
related policies and measures to steadily promote 
the deleveraging of the non-financial private sector. 
For example, in the “two-pillar regulation framework” 
of monetary policy and macro-prudential policy, 
China should strengthen risk prevention through 
supervision and policy coordination and deepen 
financial reform and guide finance to return to its 
nature of serving real sector. When it comes to 
prominent risks such as shadow banking, real estate 
bubbles, local government debt and cross finance, 
China should focus on strengthening supervision in 
the interbank, financial and off-balance-sheet areas. 

Second, emerging economies should proactively 
respond to the tightening risks caused by the US’ 
entry into the cyclical interest rate hikes. With a faster 
recovery of global economy, the Fed is more 
determined to increase interest rates on a gradual 
basis. And the non-agricultural employment data 
which were beyond expectation in January 2018 
have further strengthened the possibility of the Fed’s 
adoption of tight monetary policy (for example, 
balance sheet shrinks beyond expectations, etc), 
which would place pressure on monetary policies of 
those emerging economies with high debts and 
would probably increase the debt burden of their 
non-financial private sectors. China, for example, has 
taken steps to deal with this adverse influence in 
advance, and these now begin to produce effects. As 
of the end of December 2017, China’s broad money 
(M2) grew by 8.2% on a year-on-year basis, with its 
growth rate hitting a record low; the “other 
components” in the broad money have sharply 
shrunk by RMB 1.27 trillion, demonstrating the 
strength of financial deleveraging. This reflects that 
under the background of steady deleveraging and 
gradually strengthening financial regulation, the use 
of bank funds is more standardized, internal funds 
cycling and nesting in the financial sectors were 
reduced, and the derived deposits were also reduced. 
The levels of China’s non-financial private debt are 
expected to fall gradually as deleveraging deepens 
and finance returns to its function of serving the real 
economy. 

 

8.3 Foreign Debt Risk 
Increasing 

External debt and debt servicing ratio of the E11 
countries are both relatively high with a rising trend.  
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Emerging economies should build and improve the 
external debt and cross-border capital flow 
management system under the macro-prudential 
management framework to effectively reduce the 
risk of external debt. 

8.3.1 Level of Foreign Debt Being High on the 
Whole 

Foreign debt levels of the E11 countries are generally 
high with a rising trend. In 2016, foreign debt levels 
of all E11 countries except China exceeded the 
internationally recognized warning line of 20%. 
Among the E11, South Africa had the highest foreign 
debt level, which was about 50.9%; followed by 
Turkey, which was 47.8%; Russia and Mexico were 
42.0% and 40.7% respectively; Argentina, Indonesia 
and Brazil were 35.7%, 35.1% and 30.9% respectively; 
India was 20.4%. China had the lowest foreign debt 
level of 12.8% (See Figure 8.5). Judging from the  

growth of foreign debt levels, the average foreign 
debt level of the E11 was increasing year by year, 
from 30.2% in 2014 to 35.2% in 2016. Compared with 
2016, Russia’s foreign debt level saw the biggest 
increase of 6.8 percentage points in 2017, followed 
by South Africa, increasing by 6.3 percentage points. 
Argentina grew by 5.5 percentage points, Mexico 
grew by 3.4 percentage points, and Turkey, China 
and Brazil grew by 1.1 percentage points, 0.8 
percentage points and 0.1 percentage points 
respectively. India’s and Indonesia’s foreign debt 
levels fell by 2.5 percentage points and 1.9 
percentage points respectively. If adding the factor of 
the appreciation of the US dollar to the rising foreign 
debt levels of emerging economies, it will 
significantly increase the foreign debt servicing 
burden of the E11 countries, and they should 
maintain vigilance against this. 

 

Figure 8.5 Proportions of gross foreign debt (stock) to gross national  
income of some E11 countries in 2014-2016 

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. 

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. Gross 

national income (GNI) refers to the total added value created by residents of a country, plus any product tax not included in the 

production estimation (minus subsidies), and the net profit of the original income (payment for employees and their property income) 

from overseas business. The data for Korea and Saudi Arabia are not available. The ranking is based on the 2016 data. 

Source: WB Database, Jan. 2018. 

 
8.3.2 Some Countries Facing Relatively Great 
Debt Servicing Pressures 

The debt servicing ratio of the E11 countries is 
relatively high and has improved significantly in the 

past two years. In 2016, there was a big difference in 
the foreign debt servicing ratios among the E11 
countries, and some countries were under great debt 
servicing pressures. Among them, Brazil, Indonesia, 
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Turkey and Argentina had relatively high debt 
servicing ratios, which were 51.2%, 39.6%, 39.3% and 
34.9% respectively, all exceeding the internationally 
recognized warning line of 20%; Mexico and Russia 
had debt servicing ratios of 19.4% and 19.2% 
respectively, very close to the international safety line 
of 20%; India, South Africa and China had relatively 
low debt servicing ratios of 17.3%, 13.2% and 5.3% 
respectively (See Figure 8.6). In terms of the growth 
of debt servicing ratio, the average debt servicing 
ratio of the E11 increased year by year, from 17.0% in 
2014 to 26.6% in 2016. In particular, the average debt 

servicing ratio rose sharply in 2015-2016, up to 8.2 
percentage points. Seen from specific countries, 
Turkey, Brazil and Argentina saw a big increase in the 
debt servicing ratios, by 28.6 percentage points, 13.1 
percentage points and 10.3 percentage points 
respectively; those of Indonesia, Mexico, India, South 
Africa and China rose by 7.6 percentage points, 6.3 
percentage points, 6.1 percentage points, 5.4 
percentage points and 0.4 percentage points 
respectively; Russia’s debt servicing ratio fell by about 
4.2 percentage points. 

 

Figure 8.6 Debt servicing ratios of some E11 countries in 2014-2016 
Note: Debt servicing ratio is 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 2016 data. 

Source: WB Database, Jan. 2018. 

 
8.3.3 Main Influence Factors and Policy 
Implications 

The growth rate of international trade in 2016 had 
been the lowest since the global financial crisis, and 
the weak external demand restricted the export of 
foreign goods and services among E11 countries. At 
the same time, the external debt of some emerging 
economies rose, and the debt servicing ratios of 
countries such as Brazil, Indonesia, Turkey and 
Argentina were relatively high. For example, in 2017, 
Brazil’s coverage rate of international reserves in 
gross external debt dropped by 10.3 percentage 
points to 56.9%. At the same time, the cost of carry of 

its national debt will narrow as the Fed raises interest 
rates, which, together with the uncertainty of the 
new government policy and the real’s downward 
pressure against the US dollar, will ultimately affect 
Brazilian debt servicing ability in foreign currencies. 

Meanwhile, the monetary policies of developed 
economies are tightening and major international 
currencies such as the US dollar are appreciating. 
Despite the recent weakness of the US dollar, the 
dollar has appreciated on the whole since the Fed 
started raising interest rates. Considering the 
dominance of US dollar-denominated debt in the 
foreign debt among emerging economies (for example, 
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among China’s foreign currency debt at the end of 
September 2017, 81% was US dollar-denominated 
debt, 8% euro-denominated debt, 2% 
yen-denominated debt, 9% special drawing rights 
and other foreign currency debt), the dollar’s entry 
into the cycle of interest rate hikes will definitely 
increase the foreign debt servicing pressure of 
emerging economies. At the same time, the 
tightening of global monetary policies has become 
more obvious, resulting in higher borrowing costs 
and more interest payments. The combined effects 
caused the external debt levels of all E11 countries 
except China to exceed the international warning 
line in 2016. 

For China, adequate foreign exchange reserves 
and a relatively high proportion of RMB-denominated 
foreign debt significantly reduce its external debt 
servicing pressure. On one hand, as a country with 
the largest foreign exchange reserve, China has 
about USD3 trillion of foreign exchange reserves, 
providing solid backing for its debt servicing on time. 
On the other hand, default risk is relatively small 
considering that the ratio of outstanding RMB- 
denominated external debt to gross external debt 
was about 34% in 2016 and that the debt which is 
able to be repaid without direct consumption of 
foreign exchange reserves does not have currency 
mismatch risk and exchange rate risk. In addition, 
although the ratio of China’s short-term foreign debt 
is slightly high (about 61% in 2016), the 
corresponding external debt risk is controllable 
because nearly a half is credit based on real goods 
trade and most of external payment is based on 
trade in goods without actual money borrowed and 
interest payments. 

Above analysis indicates that major emerging 
economies have also adopted related policies to deal 
with the problems. For example, China’s policy 
measures to control external debt levels and reduce 
the risk of foreign debt servicing mainly include: 

1) implementing cross-border financing facilitation 
policies and promoting the stabilization of external 
debt. According to a notice issued by the People’s 
Bank of China on nationwide implementation of the 
macro-prudential management of all-caliber cross- 
border financing, the pilot macro-prudential 
management of all-caliber cross-border financing 
with integration between domestic and foreign 
currencies will be promoted to all financial 
institutions and enterprises across the country since 
May 3, 2016. Financial institutions and enterprises 
can seek cross-border financing in domestic and 
foreign currencies on their own within the limit of 
cross-border financing which is tied to its capital or 
net assets without prior approval by the People’s 
Bank of China and the State Administration of 
Foreign Exchange; 2) with the implementation of the 
macro-prudential management of all-caliber 
cross-border financing and other facilitation 
measures of trade, investment and financing such as 
free trade zones, more and more companies share 
dividend of policies, cut down costs of financing and 
broaden financing channels; 3) the ever-increasing 
openness of inter-bank bond, especially the 
establishment of a bond market connecting between 
the Chinese mainland and China’s Hong Kong in July 
2017, has further enriched foreign investors’ channels 
to participate in the domestic financing market, as a 
result of which foreign institutions are more willing 
to buy domestic bonds. Next, China should continue 
to proactively build and perfect the management 
system of foreign debt and cross-border capital flow 
in the frame of macro-prudential management 
system, pay close attention to the overall scale of 
foreign debt and structural change, strengthen the 
operational and post-operational oversight and 
analysis, effectively prevent the mismatch risks of 
foreign debt terms and currencies, thus preventing 
the risk of abnormal cross-border capital flow and 
safeguarding economic and financial security. 
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Most E11 countries faced less pressure from 
depreciation of their currencies against the US dollar 
in 2017 due to declining US dollar index and 
domestic economic recovery. The Treasury yields in 
most countries rose moderately, adding to bond 
market risks. The stock markets of the E11 countries 
had a striking performance and most of the indexes 
rose significantly and stock market scales further 
expanded. In 2017, the real estate markets of the E11 
countries, on the whole, extended their trend in 2016, 
but the margin of property price changes narrowed. 
The overall operation of the real estate markets 
remained stable. In 2018, although the strong 
recovery of the emerging-market economies would 
provide a solid support for their financial markets, 
they would still face severe challenges due to 
impacts of interest rate hikes by the US Federal 
Reserve, significant diversification of monetary policy 
stances of the developed economies, and other 
non-economic factors. 

 

9.1 Currency Depreciation 
Pressure Lessened 

In 2017, most E11 countries faced less pressure of 
currency depreciation against the US dollar. The US 
dollar exchange rate changes were still an important 
factor behind changes in the exchange rates of E11 
currencies. The E11 countries would once again face 
currency depreciation pressure in the future as the US 
Fed raises interest rates and geopolitical risks rise. 

9.1.1 Mixed Performance against US Dollar 

In 2017, exchange rates of currencies of the E11 

countries had mixed performances against the dollar 
(See Table 9.1). Some currencies reversed their 
depreciation trend since 2016. Russia’s ruble rose by 
13.0% against the dollar; South Africa’s rand and 
Brazil’s real rose by 9.4% and 8.6% against the dollar, 
respectively. India’s rupee and Korea’s won 
appreciated against the dollar by smaller margins, up 
by 3.1% and 2.6%, respectively. Currencies of some 
E11 countries extended their depreciation trend in 
2016; for instance, the new Turkish lira depreciated 
by 20.8% against the dollar in 2017, steeper than its 
depreciation in 2016. Depreciation of Argentina’s 
peso against the dollar eased in 2017 compared with 
2016, but it still fell by 12.2%. In 2017, China’s yuan 
and Mexico’s peso extended their depreciation 
momentum in 2016, falling mildly against the dollar, 
and the margin of depreciation was smaller than that 
of 2016. Indonesia’s rupiah appreciated against the 
dollar by a small margin in 2016, but it fell slightly 
against the greenback in 2017. 

Seen from the quarter-on-quarter statistics in 
2017, currencies of the E11 countries also had 
diversified performances against the dollar. 
Argentina’s peso depreciated against the dollar 
quarter-on-quarter in the four quarters of 2017, with 
its depreciation reaching 9.9% in the third quarter. 
The new Turkish lira registered sharp quarter- 
on-quarter depreciation against the dollar in the first 
and fourth quarter of 2017, although it rose slightly in 
the second and third quarter. Mexico’s peso, 
Indonesia’s rupiah and China’s yuan had a similar 
situation with new Turkish lira; although they 
depreciated against the dollar for the whole of 2017, 
they still registered positive growth against the dollar  
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in some quarters. For instance, Mexico’s peso rose 
against the dollar by as much as 8.9% in the second 
quarter of 2017 and China’s yuan had strengthened 
steadily since the second quarter of 2017 and 
registered positive quarter-on-quarter growth for 
three consecutive quarters. Currencies that rose 
against the dollar for the whole of 2017 also 
depreciated in certain quarters. Brazil’s real 
depreciated against the dollar by 2.3% and 2.6% in 
the second and fourth quarter of 2017, respectively; 
Russia’s ruble fell by 3.3% against the dollar in the 

third quarter of 2017; and South Africa’s rand fell by 
3.8% against the dollar in the last quarter of 2017. 

Currencies of other developed economies also 
had diversified performances. In 2017, Canadian 
dollar and euro rose by 2.1% and 1.8% against the 
dollar, respectively; British pound and Japanese yen 
fell by 4.9% and 3.1% against the dollar, respectively. 
Seen from the whole-year trend, currencies of the 
developed economies fluctuated in a wide band 
against the dollar (See Table 9.1). 

 

Table 9.1 Quarter-on-quarter changes of exchange rates of the E11 and  
major developed economy currencies against the dollar in 2017 (%) 

   2017 2017 Q1 2017 Q2 2017 Q3 2017 Q4 

Argentina 12.2 1.7 0.4 9.9 1.6

Brazil -8.6 -4.6 2.3 -1.5 2.6

China, People’s Republic of 1.7 0.8 -0.4 -2.8 -0.9

India -3.1 -0.6 -3.8 -0.3 0.7

Indonesia 0.5 0.8 -0.3 0.1 1.6

Korea, Republic of -2.6 -0.3 -2.0 0.2 -2.3

Mexico 1.4 3.0 -8.9 -4.1 6.2

Russia -13.0 -6.8 -2.9 3.3 -1.0

Saudi Arabia 0.0 0.0 0.0 0.0 0.0

South Africa -9.4 -4.8 -0.1 -0.5 3.8

Turkey 20.8 12.6 -3.0 -1.9 8.2

Canada -2.1 -0.8 1.7 -6.9 1.5

Euro Zone -1.8 1.3 -3.2 -6.4 -0.2

Japan 3.1 4.1 -2.2 -0.1 1.8

UK 4.9 0.4 -3.3 -2.3 -1.4

Note: Direct quote is used (US dollar as the base currency); >0 indicates depreciation; <0 indicates appreciation; Listed data are period 

average. 

Source: IMF-IFS, Feb. 2018. 

 
In 2017, the real effective exchange rates of 

most E11 countries experienced two-way 
fluctuations. The real effective exchange rates of 
Brazil’s real, Indonesia’s rupiah and South Africa’s rand 
trended down in 2017; those of new Turkish lira and 
Russia’s ruble rose moderately in the first half of 2017, 
but dropped on the whole in the second half of the 
year; the real effective exchange rate of India’s rupee 
was largely on an upward trajectory; the China’s yuan 

first depreciated before it strengthened starting from 
the second quarter; Argentina’s peso and Korea’s won 
first strengthened, then depreciated, before picking 
up again, representing wider-range fluctuation. In 
year-on-year terms, the real effective exchange rates of 
Argentina’s peso, India’s rupee, Korea’s won, Mexico’s 
peso and South Africa’s rand rose in December 2017 
compared with December 2016. those of other E11 
currencies dropped moderately. 
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9.1.2 US Dollar Index: Important External 
Factor behind Currency Trends 

The changing exchange rates of E11 currencies are 
mainly attributable to domestic and external factors. 
External factor refers to the US Fed’s monetary policy 
changes and the resulting changes in expectations, 
which have a great bearing on exchange rates of E11 
currencies. Domestically, economic growth, inflation 
and interest rate levels also have an impact on 
exchange rate changes. 

First, the declining US dollar index is an 
important external factor behind the rising 
currencies of the E11 countries. The dollar index 
weakened in 2017 thanks to the uncertainties of the 
US tax reform, the US’ interest rate hikes whose effect 
had been taken into account by the market before 
they were actually implemented, and the 
convergence of monetary policies of the developed 
economies. In December 2017, the dollar index fell 
by 8.5% compared with December 2016, which had 
become an important external factor behind 
changes in the exchange rates of E11 currencies. In 
the first half of 2017, although the dollar index 
weakened continually, it was still at high levels 
compared with the first half of 2016, leading to 
moderate depreciation of some E11 currencies. In the 
second half of 2017, however, the dollar index fell by 
a large margin either compared with the second half 
of 2016 or the first half of the year, leading to 
appreciation of most E11 currencies against the 
dollar or reduced currency depreciation pressure for 
some E11 countries. 

Second, the economic soundness of the E11 
countries also has a bearing on the exchange rates of 
their currencies. The improving economic conditions 
of Russia and Brazil provided strong support for their 
currencies to strengthen. Starting from 2016, 
economy of Russia and Brazil had continually 
improved and at the end of 2017 stepped out of 
recession, a situation that they suffered from in 2015 
and 2016, after registering positive growth, thus 
steadily pushing up the value of ruble and real. The 
economic worsening of some countries, meanwhile, 
had depreciation pressure on their currencies. In 
2016, the Turkish economy suffered growth 
meltdown, with its real growth standing at only 2.9%; 
in 2017, although its growth accelerated, it was still at 
low levels. Argentina was in a similar situation. The 
low growth of those countries had contributed to 
depreciation of their currencies against the dollar. 

Last but not least, geopolitical risks also had a 
bearing on changes in the exchange rates of the E11 
economies. Since 2017, there have erupted a number 
of geopolitical incidents, which had affected their 
currencies. For instance, the diplomatic tensions 
between Turkey and the US has become an 
important trigger for the sharp depreciation of the 
new Turkish lira and the reduced geopolitical risks 
have become an important external factor behind 
Russian ruble’s rise. 

9.1.3 E11 Economies Taking Measures to 
Stabilize Exchange Rates 

The E11 countries have taken many measures to 
stabilize exchange rates of their currencies. Some of 
them have raised interest rates to ease depreciation 
pressure of their currencies. For instance, Argentina 
and Mexico raised their interest rates many times in 
2017; although it was mainly targeted at inflation 
control, the measure was also conducive to 
increasing attractiveness of their currencies. The 
Turkish central bank also tried to tighten monetary 
policy to buttress the exchange rate of lira, but to 
stimulate economic growth, it did not raise the 
benchmark interest rate; rather, it had raised late  
liquidity window rate to combat currency 
depreciation, but the result was not satisfactory. 

To ease renminbi’s depreciation pressure that 
occurred in early 2017, China’s central bank 
introduced the “counter-cyclical factor” 1  in the 
model setting renminbi’s central parity rate against 
the dollar in May 2017 to ease possible “herd effect” 
in the foreign exchange market and make renminbi’s 
exchange rate against the dollar more reflective of 
fundamental changes. The introduction of the 
counter-cyclical factor, to an extent, depressed 
renminbi’s depreciation expectations. In the second 
half of 2017, there occurred strong expectations for 
renminbi appreciation. Therefore, the central bank 
cut the foreign exchange risk reserve rate to zero and 
the renminbi appreciation trend was stopped. 

The Mexican central bank also intervened in the 
foreign exchange market in early 2017, when peso 
depreciated sharply. In January 2017, the central 
bank tried to stop peso depreciation through 
purchasing local currency while dumping the dollar; 
then it launched a USD20 billion worth hedging plan, 

———————————————————————— 
1. Please refer to China Monetary Policy Report (2017 Q2) by 

People’s Bank of China for more information about the 
“counter-cyclical factor”. 
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which significantly eased peso depreciation. 
Indonesia’s central bank also took measures to 
regulate foreign exchange deals concerning rupiah. 
In 2017, it put exchange rate stabilization on top of 
its agenda to meet the target of stabilizing the 
economy. 

 

9.2 Treasury Yields Rose 
Moderately 

The Treasury yields of most E11 countries rose by 
varying margins in 2017 thanks to increasing 
benchmark interest rates and rising US Treasury yields. 
While increasing the attractiveness of the bond markets 
of the emerging-market economies, rising Treasury 
yields also bring more risks to their bond markets. 

9.2.1 Treasury Yields of Most E11 Countries 
Rose 

In 2017, Treasury yields of most E11 countries rose by 
varying margins. Argentina’s ten-year Treasury yield 
hit a new low in March 2017 before rebounding 
quickly and rose to nearly 6% in December 2017. 
China’s ten-year Treasury yield, on the whole, was 
stable and at low levels before starting to rise slowly 
in 2017. Ten-year Treasury yields of India, Mexico and 
Turkey were quite stable and even dropped slightly 
in the first half of 2017, but started to shoot from the 
second half of 2017, surging by 0.81 percentage 
points, 0.95 percentage points and 1.15 percentage 
points, respectively, in December 2017 compared 
with the first half of 2017. Turkey’s ten-year Treasury 
yield once exceeded 12%. Korea had the lowest 
ten-year Treasury yield among the E11 countries, but 
still, it rose to about 2.5% at the end of 2017 from 
2.1% early 2017. 

Meanwhile, Treasury yields of some E11 
countries went down amid fluctuations. Indonesia’s 
ten-year Treasury yield dropped to 6.31% in 
December 2017 from 7.94% in December 2016. 
During the same period, Russia’s ten-year Treasury 
yield fell to 7.59% from 8.38%. The ten-year Treasury 
yields of Brazil and South Africa fluctuated drastically 
in 2017, but on the whole, they were still lower than 
their 2016 levels. 

In terms of absolute Treasury yields, the E11 
countries have had mixed performances. The 
ten-year Treasury yields of China and Korea were 
below 5%; that of Argentina dropped to below 5% in 
2016, but rebounded and exceeded 5% again in 

2017; those of Brazil and Turkey were the highest 
among the E11 countries, which were above 10% in 
December 2017. Those of other E11 economies were 
between 5% and 10% (See Figure 9.1). 

9.2.2 Multiple Factors Influencing Treasury 
Yields 

Economic fundamentals are the medium- and 
long-term factor influencing a country’s Treasury 
yields since they are behind the cyclical fluctuations 
of Treasury yields. On the whole, the E11 economies 
are mostly at the stage of fast economic growth and 
their potential economic growth and capital returns 
are both at high levels. Therefore, their Treasury yields 
are generally higher than those of the developed 
economies. 

Apart from economic fundamentals, other 
factors can also influence Treasury yields in the short 
term. One is monetary policy. The Treasury yields 
generally move in the same direction with interest 
rates set by the central bank. In 2017, interest rates of 
Argentina and Mexico were on an upward trajectory 
and their Treasury yields, on the whole, also moved 
up. Turkey did not raise its benchmark interest rate, 
but still it adopted a neutral-to-tight monetary policy, 
which to an extent pushed up its Treasury yields. 
Interest rates of Russia, Brazil and South Africa were 
on a downward trajectory and their Treasury yields 
also moved down. Meanwhile, relatively high 
inflation also determined that the Treasury yields of 
some E11 countries were also high. It is because that, 
on the one hand, as inflation rises, Treasury holders 
demands for higher returns; on the other hand, rising 
inflation means the central bank may adopt tighter 
monetary policy, thus altering market expectations 
for central bank’s benchmark interest rate changes. 

The other is the role of sovereign credit rating. 
The Standard & Poor’s (S&P) basically kept its 
sovereign ratings of Argentina, China, India, Indonesia, 
Mexico, Russia and Korea unchanged or even raised 
their ratings in 2017, indicating that sovereign rating 
agencies held that those countries’ Treasury markets 
were largely stable. That said, the sovereign credit 
ratings of Argentina, Brazil, Russia, South Africa and 
Turkey were kept at low levels, and the sovereign 
credit ratings of Brazil, South Africa and Turkey, in 
particular, showed a trend of further decline in 2017, 
which was a factor behind the hovering Treasury yields 
of those countries (See Table 9.2). 
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Figure 9.1 Ten-year Treasury yields of the E11 countries in 2016-2017 
Note: Data for Saudi Arabia are not available. 

Sources: Wind Info, Investing.com (http://cn.investing.com), Jan. 2018. 

 

Table 9.2 Changes in sovereign credit ratings of the E11 by S&P in 2017 

Country 
Latest 
Rating 

Time Outlook Previous Rating 
Time of Previous 

Rating 

Argentina B+ 2017/10/30 Stable B 2017/4/4 

Brazil BB 2017/8/15 Negative BB (rating watch negative) 2017/5/22 

China, People’s Republic of A+ 2017/9/21 Stable AA- 2016/3/31 

India BBB- 2014/9/26 Stable BBB- 2012/4/25 

Indonesia BBB- 2017/5/19 Stable BB+ 2015/5/21 

Korea, Republic of AA 2016/8/8 Stable AA- 2015/9/15 
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continued 

Country Latest 
Rating 

Time Outlook Previous Rating Time of Previous 
Rating 

Mexico BBB+ 2017/7/19 Stable BBB+ 2016/8/23 

Russia BB+ 2017/3/17 Positive BB+ 2016/9/16 

Saudi Arabia A- 2016/2/17 Stable A+ 2015/10/30 

South Africa BB 2017/11/24 Stable BB+ 2017/4/3 

Turkey BB 2017/1/27 Negative BB 2016/11/4 

Source: Trading Economics (https://tradingeconomics.com), Jan. 2018. 

 
Third, it is the influence of the bond markets in 

the developed economies. Changes in the US 
Treasury market, which is a global benchmark, will 
have a bearing on the Treasury markets of the 
emerging-market economies. The US Treasury yields 
continually fell in the first half of 2017 before quickly 
rebounded in the second of 2017. As a result, 
Treasury yields of most E11 countries showed a 
similar trend. Although the US Fed continually 
tightened monetary policy in 2017, the Treasury 
yields of the US did not soar as expected, leading to 
international capital flowing into the emerging 
markets. According to the forecast of the Institute of 
International Finance, international capital flowing 
into the emerging-market economies would increase 
to USD1.1 trillion in 2017,1 which would help drive 
down the overall Treasury yields of those economies. 

9.2.3 Some E11 Countries Faced High Risks in 
Treasury Market 

Investors chase treasuries of the emerging-market 
economies because, although they carry higher risks 
compared with developed economy treasuries, they 
have relatively high yields. Take Argentina’s Treasury. 
Although it had just experienced a debt crisis, the 
country issued a 100-year ultra-long-term Treasury, 
worth USD2.75 billion, in June 2017, which was 
welcomed by international investors, showcasing the 
optimism of the market towards the Treasury 
markets of the emerging-market economies. 

However, while being attractive to investors, 
high returns also push up risks of the Treasury 
security markets of the emerging-market economies. 
In 2017, Turkey’s yield of ten-year Treasury had been 

———————————————————————— 
1    Jin Minmin, Gao Pan. Capital Flows into Emerging-Market 

Economies Hit Post-Crisis High, Xinhuanet.com, Oct. 04, 
2017. 

maintained at above 10% throughout the year, but 
the consistent high inflation meant that the real yield 
was not high; if currency depreciation is taken into 
account, the Turkish Treasury would be much less 
attractive to investors, forcing Turkey to maintain 
high yields of its Treasury securities to cater to 
investors. China’s Treasury yields had continually risen 
in 2017 thanks to improving economic fundamentals, 
rising inflation expectations, rising interest rates and 
strengthened regulation; yield of its ten-year Treasury 
continually rose and for the first time exceeded 4% in 
November 2017. Meanwhile, Treasury yields of India 
and South Africa hit new highs in 2017, leading to 
rising borrowing costs and exacerbated debt risks. 

 

9.3 Exceptional Stock Market 
Performance 

Against the backdrop of international capital inflows, 
the stock markets of the emerging-market 
economies fared very well in 2017. Stock indexes of 
most E11 economies surged and stock market scales 
further expanded. Considering the bright economic 
growth prospects of those countries, their stock 
markets are expected to continue to perform well, 
although they should keep alert over the impacts of 
reversed capital flows as a result of the interest rate 
hikes by the US Fed. 

9.3.1 Stock Indexes on the Whole Surged 

Stock indexes of most E11 countries continued to rise 
in 2017. On the basis of stock market recovery in 
2016, stock markets of most E11 countries were very 
strong. From December 2016 to December 2017, 
Argentina’s stock index rose by a total of 77.7%, 
marking a remarkable gain in two consecutive years. 
Turkey’s stock index rose by 47.6% during the same 
period thanks to the implementation of the country’s 
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temporary tax reduction and credit guarantee plan. 
Indexes of China and South Africa contracted in 2016, 
but had risen by 21.8% and 17.5%, respectively, by 
the end of December 2017 compared with 
December 2016. Russia’s stock index surged in 2016, 

but tumbled in the first half of 2017 before rallying 
moderately in the second half. It had contracted by 
5.5% by the end of December 2017 compared with 
December 2016 (See Figure 9.2). 

 

Figure 9.2 Stock indexes of the E11 countries in 2016-2017 
Note: Selected stock indexes of relevant countries are: Argentina’s MERVAL, Brazil’s BOVESPA, China’s CSI 300, India’s SENSEX, 

Indonesia’s JCI; Korea’s KOSPI, Mexico’s BOLSA, Russia’s RTS, Saudi Arabia’s Tadawull All Share, South Africa’s JSE All-Share; 

Turkey’s ISE National-100. Stock index in January 2016 marked as 100. 

Source: CEIC, Jan. 2018. 

 
Against the backdrop of general stock index 

rally in the E11 countries, the stock index volatility of 
those countries weakened compared with 2016 and 
their month-on-month stock index fluctuations 
narrowed. Argentina’s main stock index rose by more 
than 10% month-on-month in January, September 
and December 2017; and its month-on-month 
correction was small. Turkey’s main stock index 
shared a similar situation. Russia’s main stock index 
contracted month-on-month in several months, with 
the steepest correction exceeding 8%. China’s main 
stock index had kept rising despite twists and turns 
in 2017; it was on an upward trajectory in the year 
except in April and November, when it registered 
month-on-month contraction. 

9.3.2 Stock Market Scale Further Expanded 

The global stock markets, including those of the 
emerging-market economies, fared strongly in 2017, 
when stock market scales of the E11 countries also 

increased remarkably. The stock capitalization of 
Argentina grew by more than 50% compared with 
2016; that of India and Turkey both increased by 
more than 40%; Stock capitalization of other E11 
countries, except Saudi Arabia, also registered 
significant expansion. China’s A-share capitalization 
reached RMB56.62 trillion in 2017, the largest in 
history and RMB6 trillion, or 11.9%, more than 2016 
(See Figure 9.3). 
 

9.4 Real Estate Price Volatility 
Eased 

The global real estate markets continued to recover 
slowly in 2017. According to IMF statistics, the Global 
House Price Index was 158.6 in the second quarter of 
2017, up by 2.4% from 2016. Now the house price 
index has reached the pre-crisis level. In 2017, 
property prices of the E11 countries basically   
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Figure 9.3 Stock capitalization changes of the E11 countries in 2016-2017 
Note: Selected stock markets are: Argentina: BCBA, Brazil: Sao Paulo Stock Exchange, China: SCI, India: NSE, Indonesia: IDX, Korea: 

KOSPI, Mexico: Bolsa Mexicana de Valores (BMV), Saudi Arabia: Saudi Stock Exchange, South Africa: Johannesburg Stock 

Exchange (JSE), Turkey: Borsa Istanbul. 

 Stock capitalization is denominated by local currency; The marked data in the figure are for 2017; the figure is sequenced using 2017 

data; Russia data are not available. 

Source: CEIC, Jan. 2018. 

 

extended their growth momentum in 2016. Those of 
Russia, Brazil, Indonesia and South Africa continued 
to fall, although their falling margins narrowed 
except in Indonesia. According to the IMF, in the 
second quarter of 2017, Russia’s property prices fell 
by 7.6% from 2016 while those of Brazil fell by 5.8%; 
they registered relatively large property price falls 
among the 63 economies monitored by the IMF. 
Korea’s property prices also fell in 2017, down by 
0.6% in the second quarter of 2017 compared with 
2016 (See Figure 9.4). 

In 2017, house prices of India, China, Turkey and 
Mexico extended their growth momentum in 2016. 
Among them, India and China saw their house price 
growth accelerate compared with 2016 while 
property price growth of Turkey and Mexico eased. 
Although China adopted strict regulatory policies, its 

property prices continued to rise. In early 2017, 
China’s property prices basically extended their 
growth momentum in the second half of 2016. They 
began to fall moderately thanks to the repeated real 
estate regulatory policies implemented by the 
central and local governments since March 2017, 
which dampened the fast growth of property prices. 
In December 2017, year-on-year growth of the new 
commercial housing price index of 70 major and 
middle-sized cities dropped to 5.8% from 10% 
registered in early 2017. Meanwhile, the effect of 
targeted and differentiated real estate regulation had 
continued to surface. First-tier cities registered the 
steepest price decline, followed by second-tier cities, 
while the year-on-year price growth in third-tier cities 
continued to rise until August 2017, when it started 
to decline (See Figure 9.5). 
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Figure 9.4 Real house price growth of some E11 countries 
Note: South Africa and China data are for Q3 of 2017 and those of other countries are for Q2 of 2017. 

Source: IMF-Global Housing Watch, Feb. 2018. 

 

Figure 9.5 Year-on-year growth of new commercial housing  
price index in 70 major cities in China 

Source: National Bureau of Statistics of China, Feb. 2018. 

 
House prices are actually closely related to real 

lending growth. In E11 countries where house prices 
surged, real lending growth was generally also fast. In 

the third quarter of 2017, Turkey’s real lending 
growth was 11.7% and it was 9.3% in China, both 
providing a foundation for house price rises. 
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Comparatively, Brazil and South Africa’s real lending 
contracted year-on-year, which partially contributed 
to the falling house prices in these two countries. 

The E11 countries had adopted targeted 
measures to promote stable development of the real 
estate market and prevent house prices from soaring. 
China adopted a series of real estate regulatory 
policies in 2017, starting from the first-tier cities and 
mainly focusing on the second-tier cities. Meanwhile, 
some third- and fourth-tier cities where the real 
estate market became white-hot were also covered 
by those policies. In line with the principle of 
targeted and differentiated regulation based on 
conditions of individual cities, China had imposed 
various restrictions on real estate deals. In October 
2017, the 19th National Congress of the Communist 
Party of China claimed in its tone-setting report that 
houses should be bought for living, not for 
speculation; it also put forward the idea of building a 
real estate system that features multiple-source 
supply, multiple-channel guarantee and equal focus 
on home buying and renting, so that all people can 
have access to housing. The regulatory policies had 
stopped house prices from continuing to surge and 
the real estate market, on the whole, started to 
stabilize. 

To depress excessively fast house price rises in 
some regions, Korea also adopted new regulatory 
policies in June 2017, including reduction of bank 
loans through cutting the loan to value ratio for 
property guarantee and the debt to income ratio, so 
that the white-hot real estate investment can be 
stopped to protect real demand for housing. 
Moreover, the Korean government also restricted 
transfer of housing subscription rights in regions 
where the real estate market was deemed to be too 
speculative to dampen short-term speculation. In 
August, the Korean government renewed regulation 
and further cut the loan to value ratio and the debt 
to income ratio in regions where house prices surged; 
meanwhile, it also imposed restrictions on 
speculators that own many housing units through 
taxation and bank lending policies. 

 

9.5 Financial Market Prospects 

The economic growth of E11 countries rallied 
remarkably in 2017 and their financial markets had 
become more attractive to investors; whether stock 
markets or bond markets of those countries had 

fared well. In 2018, the global economic recovery 
momentum will strengthen continually and the 
growth of the emerging-market economies will 
accelerate; the emerging-market economies will play 
an increasingly important role of global economic 
development; all those factors would provide a solid 
backup for the stable development of the financial 
markets of the emerging-market economies. 

However, the complex external environment 
will bring many challenges to the financial market 
regulators of the emerging-market economies. In 
terms of international financial environment, the US 
Fed will continue to raise interest rates; the European 
Central Bank has started to reduce asset purchase, 
but it will maintain the current low interest rate 
policy; Bank of Japan may stick to the ultra-loose 
monetary policy; the monetary police stances of the 
developed economies will become more diversified 
and risky. The monetary policy changes of the US Fed 
remains the important external factor behind the 
financial market evolution in the E11 countries. The 
spillover effect of the accelerated withdrawal of the 
US’ quantitative easing and the diversifying monetary 
policy stances of the developed economies will pose 
more severe challenges for the emerging-market 
economies. 

Against the backdrop of incremental interest 
rate hikes by the US Fed and tax reform by the 
Donald Trump administration, the possibility remains 
high that the US dollar will strengthen in 2018, which, 
if it became a reality, will exacerbate the currency 
depreciation pressure for the emerging-market 
economies. From the perspective of trade, currency 
depreciation is conducive to increasing exports of 
the emerging-market economies, but the effect 
would not surface in the short term. From the 
perspective of finance, currency depreciation will 
increase the dollar debt burden of the 
emerging-market economies and affect their 
corporate balance sheets and debt repayment and 
profit-making abilities, thus having a great impact on 
their bond and stock markets. 

Meanwhile, following the interest rate hikes by 
the US Fed and the appreciation of the dollar, the 
dollar-denominated assets will become more 
welcomed by investors and the emerging-market 
economies will face another round of international 
capital outflows, triggering corrections in the stock, 
bond and even real estate markets and causing 
financial market volatility in the emerging-market 
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economies. IMF models show that the normalization 
of the US’ monetary policy, which refers to interest 
rate hikes and contraction of balance sheets, will lead 
to a reduction of USD70 billion worth capital flows 
into the securities markets of the emerging-market 
economies in 2018-2019.1 Therefore, financial turmoil 
may occur in some E11 countries with immature 
capital markets, relatively fragile financial systems 
and weak regulatory capabilities. 

Some non-economic factors may also destabilize 
the financial markets of the emerging-market 
economies. In 2018, Brazil and Mexico will hold 
presidential elections; the evolution and results of 
the elections may disrupt the local financial markets. 
The increasing political uncertainties of South Africa 
will pose a challenge to its economic development 
and exacerbate financial market volatility. Turkey and 
Saudi Arabia still face a tense geopolitical situation, 
which may bring shocks to their financial markets 
and in turn affect other emerging-market economies. 

Besides, the banking sector of some E11 
countries faces heavy pressure of non-performing 
loans. The ratio of non-performing loans to total 
loans in India and Russia is close to or higher than  

10% and still rising. India’s banks face severe pressure 
from large-scale bad loans. According to estimates of 
international rating agency Fitch, overdue loans 
account for as high as 11% of assets of the country’s 
State banks and it is 4.5% in private banks. In Russia, 
non-performing bank loans have increased 
continually in recent years, exacerbating pressure on 
the banking sector, which has already been 
pressured by the country’s economic slowdown. 
Meanwhile, the Russian central bank has forced 
banks to carry out provision coverage policy more 
strictly to tackle potential non-performing loans, 
which, plus the narrowing lending and borrowing 
interest rate gap as a result of falling interest rates, 
has led to continual worsening of some Russian 
banks’ financial conditions. Besides, the non- 
performing loan ratio in Saudi Arabia also moves up, 
although on the whole remains low. Since 2016, 
Chinese banks’ non-performing loan ratio has 
continued to fall, standing at about 1.7% now, and 
the overall situation remains stable (See Table 9.3). 
——————————————————————— 
1 Robin Koepke. Fed Tightening May Squeeze Portfolio Flows to 

Emerging Markets, IMF Blog, 2017-12-14. 
 

Table 9.3 NPLs-to-total loans ratios of the E11 in June 2015-September 2017 (%) 

 

06/ 
2015 

09/ 
2015

12/ 
2015

03/ 
2016

06/ 
2016

09/ 
2016

12/ 
2016

03/ 
2017 

06/ 
2017 

09/ 
2017

Argentina 1.95 1.77 1.74 1.83 1.91 1.86 1.84 1.95 2.02 1.84

Brazil 3.07 3.14 3.31 3.65 3.85 4.01 3.92 3.92 3.69 3.67

China, People’s Republic of 1.50 n.a. 1.67 n.a. 1.75 n.a. 1.74 n.a. 1.74 n.a.

India 4.61 4.77 5.88 7.39 7.57 8.80 9.19 8.95 9.85 9.73

Indonesia 2.46 2.62 2.43 2.71 2.98 3.03 2.90 2.97 2.94 2.83

Mexico 2.94 2.77 2.52 2.50 2.35 2.29 n.a. 2.10 2.04 2.05

Russia 8.16 8.24 8.35 9.16 9.65 9.64 9.44 9.72 9.81 10.20

Saudi Arabia 1.23 1.22 1.24 1.25 1.22 1.27 1.38 1.41 1.41 1.48

Turkey 2.78 2.83 2.99 3.17 3.20 3.19 3.11 3.07 2.99 n.a.

South Africa 3.31 3.20 3.12 3.08 2.89 2.94 2.86 2.84 2.90 n.a.

Note: n.a. refers to data unavailable. Korea data are not available. 

Source: CEIC, Feb. 2018. 
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