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我们预计全球经济继2011年四季度触底之

后，将在今年大部分时间内缓慢地稳步复

苏。不过，如果我们依赖官方GDP数据，

那么我们可能要再过几个月才能了解年初

几个月时全球经济增长的全貌。这表明我

们需要在GDP数据之外构建一个能够实时

反映全球经济活动的更可靠指标。 

 

我们使用月度采购经理人指数(PMI)追踪全

球和各地区的增长势头。我们2年前首次推

出了全球PMI隐含增长模型，它允许我们在

各国实际GDP数据公布之前很早便能基于

PMI有针对性地预测全球经济折年增速。 

 

我们重新检验并小幅调整了该模型，并正

式推出发达市场(DM)和新兴市场(EM)的新

版本。我们扩展后的PMI模型能够区分发达

市场和新兴市场的周期性增长趋势。它还

提高了我们预测的准确度，并令我们得以

一窥各国在发展过程中的结构性转变。 

 

我们最新的全球PMI模型显示，2012年前

几个月中经济增速升至3%-3.5%左右，这

与高盛预测和市场预测基本一致。发达市

场和新兴市场的增长也与我们2012年初的

预测十分接近。然而，过去两个月中全球

各地PMI数据表现好坏不一。为了符合我们

对全球经济增长将在2012年年内逐渐加速

至4%以上的预测，未来几个月的PMI数据

需要重新企稳并持续上升。 
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Tracking Global Growth with the PMIs 
We expect global growth to accelerate slowly 
but steadily through most of this year, after 
bottoming in 2011Q4. But if we rely on 
official GDP statistics, we will not have a 
complete picture of the pace of global growth 
in early 2012 for several months. This points 
to the need to look beyond GDP statistics by 
developing a more reliable indicator of global 
activity in real time.  

We use the monthly Purchasing Manager 
Index (PMI) data to track global and regional 
growth momentum. Our Global PMI-Implied 
Growth Model, first introduced two years ago, 
allows us to map PMI data into a ‘now-cast’ of 
the run-rate of global growth long before the 
actual GDP data across all countries become 
available.  

Here, we revisit this model, making some 
small improvements, and formally introduce 
new versions for developed (DM) and 
emerging economies (EM). Our expanded 
suite of PMI growth models enables us to 
differentiate between cyclical momentum in 
the developed and emerging worlds. It also 
improves the precision of our estimates and 
yields some interesting insights into the 
process of structural transformation as 
countries develop. 

Our updated Global PMI model suggests that 
growth accelerated to around 3%-3.5% in the 
first few months of 2012, which is roughly 
consistent with our and consensus 
expectations. DM and EM growth also tracked 
close to our forecasts early in 2012. However, 
PMIs have been mixed globally over the past 
two months. The PMI data will need to regain 
their footing and continue to rise over the 
coming months in order to be consistent with 
our forecast for a gradual acceleration in 
global growth to above 4% through the rest of 
2012. 

Dominic Wilson 
dominic.wilson@gs.com 
+1 212 902 5924 
 
Kamakshya Trivedi 
kamakshya.trivedi@gs.com 
+44 (0)20 7051 4005 
 
Jose Ursua 
jose.ursua@gs.com 
+1 212 855 9705 
 
Constantin Burgi 
constantin.burgi@gs.com 
+44 (0)20 7051 4009 
 
Stacy Carlson 
stacy.carlson@gs.com 
+1 212 855 0684 
 
George Cole 
george.cole@gs.com 
+44 (0)20 7552 3779 

-8

-6

-4

-2

0

2

4

6

8

99 00 01 02 03 04 05 06 07 08 09 10 11 12 13

% qoq
annl

PMIs Suggest that Global Growth is Tracking 
Weaker than Our Forecast
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Tracking Global Growth with the PMIs 

Estimating Global Growth in Real Time 
2011 was a tough year for the global economy. Global 
GDP growth was below its pre-crisis average of around 
4% throughout the year and fell to just 2.8% (quarter-on-
quarter annualised) by the fourth quarter. Growth was 
dragged down by a series of shocks, including political 
and financial turbulence in Europe, surging oil prices and 
the Japanese earthquake. The post-bust environment of 
deleveraging across most developed countries and 
monetary policy tightening to combat rising inflation 
across much of the emerging world were also 
contributing factors to the growth slowdown in 2011. 

Will 2012 be any better? Our central expectation is that 
growth troughed in 2011Q4 and will accelerate slowly but 
steadily through most of this year. But if we rely on 
official GDP statistics, we will not have a complete picture 
of the pace of global growth in the first part of 2012 for 
several months, even though we are more than a third of 
the way through the year already. Indeed, at least three 
important reasons argue for looking beyond GDP statistics, 
and having a more reliable indicator of global activity in 
real time, such as the one we describe in this Weekly: 

  In most countries, GDP data are released with a 
significant lag, such that a relatively complete picture 
of global GDP growth is not available until nearly 
three months after the corresponding quarter.  

 GDP statistics are subject to repeated revisions, which 
further restrict their real-time reliability. 

 The cycle and its turning points matter for markets, as 
we have shown in the past (Global Economics Weekly 
09/02, ‘When Markets Turn’). And in the post-bust 
environment, cycles in the global economy appear to 
be becoming shorter relative to history, so having a 
reliable, real-time sense of where the cycle is heading 
is even more important than before (Global Economics 
Weekly 11/23, ‘Are Cycles Getting Shorter?’). 

With this goal in mind, we have developed a number of 
proprietary indicators to track economic momentum. At 
the national level, we calculate Current Activity 
Indicators (CAI) across most of the major economies, 
which filter the information from higher-frequency, more 
timely activity measures into a single reading of current 
economic momentum (see Box 3). We supplement this 
with a real-time GDP-tracking estimate in the US.  

At the global level, we utilise the monthly Purchasing 
Manager Index (PMI) data to track global and regional 
growth momentum. The PMIs, as the most timely and 
widely-available gauge of current activity, are well-suited 
to provide a snapshot of international activity (see Box 1 
for more details). Our Global PMI-Implied Growth 
Model, first introduced in Global Viewpoint 10/16, 
allows us to map PMI data into a ‘now-cast’ of the run-
rate of global growth long before the actual GDP data 
across all countries become available.  

We revisit our Global PMI-Implied Growth Model here, 
make some small improvements to our original model 
and formally introduce new DM and EM versions (first 
discussed in the Global Markets Daily of October 13, 
2011). Our expanded suite of PMI growth models enables 
us to differentiate between cyclical momentum in the 
developed and emerging worlds, which diverges 
frequently. It also improves the precision of our estimates 
and yields some interesting insights into the process of 
structural transformation as countries develop. 

Our updated Global PMI model suggests that growth 
accelerated to around 3%-3.5% in the first few months of 
2012, which is roughly consistent with our and consensus 
expectations. DM and EM growth also tracked close to 
our forecasts early in 2012. However, PMIs have been 
mixed globally over the past two months. The PMI data 
will need to regain their footing and continue to rise over 
the coming months in order to be consistent with our 
forecast for a gradual acceleration in global growth to 
4%-4.5% through the rest of 2012. 

An Updated Global Model… 
Markets have increasingly focused on the monthly PMIs 
as a useful source of information on growth. The 
heightened attention on the PMIs stems both from a 
recognition that they contain useful, early information 
about country-level growth (Chart 1) and the rapid 
increase in the number of countries in which monthly 
surveys are conducted. Two years ago, we developed a 
way to compute a ‘now-cast’ of global growth from the 
country-level data by leveraging our global PMI 
aggregates. Specifically, we estimated the historical 
linear relationship between global growth and our 
Manufacturing and Service PMI Aggregates since the 
late-1990s. Each month, we have used the parameters of 
this relationship and the latest PMI data to estimate the 
current rate of global sequential growth. 
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We revisit our baseline Global PMI-Implied Growth 
Model here. The past few years have seen large swings in 
cyclical indicators, including the PMIs, as the global 
economy has struggled to regain its footing after the 
global financial crisis of 2008/09. With two additional 
years of data available, it makes sense to reconfirm our 
original specification.  

In addition to incorporating the most recent data, we are 
also switching to a conceptually cleaner measure of the 
PMI aggregate: we use the overall PMI readings from all 
available surveys (rather than simply using the output 
components for the manufacturing aggregate) and PPP 
GDP weights to aggregate them. While this results in a 
slightly lower r-squared in the final regression, largely 
because the output measure was slightly better at tracking 
the collapse in growth during the crisis, the higher 

volatility of the output components both at the aggregate 
and country level makes them less desirable for tracking 
growth in real time. In addition, the headline series are 
more consistent with our overall framework for 
discussing PMI trends and their impact on global activity.  

Table 1 contains the updated parameter estimates.1 The 
strength of the model remains high, with an r-squared of 
around 70%. At the global level, the manufacturing 
sector continues to drive global growth—as illustrated by 
the much higher and more significant coefficient on the 
Manufacturing PMI Aggregate—but the service sector 
plays a somewhat larger role in the updated results.  

We also test a number of other variables as alternative 
inputs to our model, and find that all are less efficient at 
tracking global growth in recent years relative to our 
original specification. These variables include the 
individual Global PMI Aggregates, the US and Euro Area 
PMIs and several activity indicators from major 
economies. While the country-level series are constructed 
to provide information on growth in the reference 
country, to the extent that some economies may ‘drive’ 
global growth, they may still contain significant 

1. The regressions use monthly PMI data and a monthly interpolation of quarterly GDP data. PMI data are converted to be in terms of their deviation 
from 50, such that the constant term indicates the level of sequential growth at Aggregate PMI levels of 50. Note that this does not imply that the 
constant terms are an estimate of aggregate trend growth, due to the relatively short sample period of around a decade. 

While the PMI surveys have attracted increasing 
attention in recent years, they are often misinterpreted. 
Here, we lay out the basics about the PMIs. 

What? PMIs are a measure of business activity. They 
gauge the experience of purchasing managers over the 
preceding month in terms of output, new orders and 
employment, among others. PMIs are available for the 
manufacturing sector and, in most DMs and major EMs, 
for the service sector. In technical terms, the PMIs are 
diffusion indices, so a reading above 50 implies that 
more purchasing managers experienced a sequential 
acceleration in activity relative to those that saw a 
deceleration, while a score below 50 implies that more 
saw a deceleration in activity. By extension, a reading 
above 50 implies above-trend economic growth, while a 
reading below 50 is consistent with below-trend growth. 
(A common misperception is that a print of 50 implies 
zero growth. An easy way to spot this conceptual error is 
the China PMI, which has frequently dipped below 50 
despite Chinese growth that is far in excess of zero.) 

Where? Manufacturing PMIs are available across 
approximately 30 countries (18 developed, 12 
emerging). Service PMIs are calculated for a subset of 
16 countries (11 developed, 5 emerging).  

When? PMI surveys are conducted on a monthly basis. 
Manufacturing PMIs are typically released on the first 
business day of the subsequent month, with their service 
sector counterparts following a few days later. 

Who? The surveys are typically conducted either by 
national agencies (i.e., the Institute for Supply 
Management in the US) or by Markit Economics, a 
private-sector economic data producer. 

Why? PMIs are designed to give a timelier, higher-
frequency read on growth across a range of countries. 
Advantages include wide availability, lack of revisions 
and relatively consistent methodology across countries. 

Box 1: PMI Surveys—Answering the ‘Five Ws’ 

-8

-6

-4

-2

0

2

4

6

8

99 00 01 02 03 04 05 06 07 08 09 10 11 12 13

% qoq
annl

Chart 2: PMIs Suggest that Global Growth is 
Tracking Weaker than Our Forecast

Global PMI Model-Implied Growth
Global Actual Sequential Growth
GS Forecast

Source: GS Global ECS Research

Table 1: PMI-Implied Growth Models

Manuf PMI 0.38*** 0.23*** 0.71***
(0.05) (0.04) (0.09)

Services PMI 0.11* 0.23*** 0.16*
(0.06) (0.05) (0.09)

Constant 2.39*** 0.68*** 3.99***
(0.19) (0.15) (0.35)

R2 0.70 0.69 0.78

DM EMDependent Var: GDP 
Growth (% qoq annl)

Global

Note: Standard Errors in Parentheses; *, **, *** indicate signif icance at 10, 5, and 1 
percent levels; Source: GS Global ECS Research
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information at the global level. As Table 2 shows, our 
updated model using a simple linear combination of the 
Global Manufacturing and Services Aggregates continues 
to outperform the other potential candidates in its ability 
to ‘explain’ global growth over the past decade (as 
measured by the adjusted r-squared, which accounts for 
the fact that our baseline regression with two variables 
should mechanically have higher explanatory power 
because of the greater number of variables included). 
And while there is a good deal of variation in the growth 
rates implied by each of these metrics, our baseline 
model reassuringly falls near the mid-point of the range. 

…And New DM/EM Extensions 
We have extended this framework to create developed 
and emerging world versions of this model. Our aim in 
doing so is to be able to differentiate between DM and 
EM growth momentum—which have diverged 
frequently—at a higher and more timely frequency than 
is possible with the official GDP data. Again, we use the 
historical linear relationship between DM/EM sequential 
growth rates and their respective Manufacturing and 
Services PMI Aggregates to approximate current 
DM/EM growth. We begin the DM and EM regressions 
in 1999 and 2005, respectively, due to data availability.  

Table 1 contains the results. As was the case in the 
Global specification, the PMI Aggregates together 
‘explain’ about 70% of both DM and EM growth in 
recent years. We also confirm that our baseline model 
outperforms other potential candidates (Table 2). 

While the ‘fit’ of the regressions (i.e., the r-squared 
values) are similar across the Global, DM and EM 
specifications, the size and significance of the 
coefficients corresponding to the Manufacturing and 
Service PMIs differ in intuitive ways. Economic theory 
and history tell us that the relative importance of 
manufacturing and service sectors varies according to the 
level of development, implying that the weight given to 
each of the PMI aggregates should also differ. As 
countries develop, the sectoral focus of their economy 
tends to shift first from agriculture to manufacturing (as 

The process of tracking the economy in real time is 
inherently difficult. The wide range of indicators 
available for each country, combined with the fact that 
the signal emanating from each of them can vary 
significantly, complicates this task further. We focus 
much of our attention on the PMIs. However, we are 
often asked why we have chosen to use this indicator as 
our main barometer for current growth (for future 
growth, we rely on our Global Leading Indicator), rather 
than the national business surveys available for many 
countries, such as the IFO in Germany and the INSEE in 
France. This question has gained particular importance 
at the current juncture, as European PMIs have 
significantly underperformed the national business 
surveys in recent months. In our view, the PMIs have 
three key advantages over the national business surveys: 

 Broader availability and consistent methodology. 
The PMIs are available across a broader spectrum of 
countries and are calculated globally on a relatively 
consistent basis. This allows for cross-country 
comparisons and aggregations, which are not possible 
with the more dissimilar national business surveys. 

 Based on outcomes, rather than confidence. The 
PMI surveys ask managers about actual production 
outcomes (i.e., how has production changed over the 
past month?), while the national surveys are typically 
based on perception (i.e., how would you characterise 

the current business situation?). The former is 
preferable because it is less dependent on sentiment 
and thus provides a better read of actual activity. 

 Tighter relationship with growth outcomes. The 
PMIs tend to outperform the national business 
surveys in their ability to predict current sequential 
growth (Chart 3). The PMIs ‘explain’ a much higher 
percentage of sequential growth outcomes across a 
sample of countries that also have national business 
surveys available (as measured by the r-squared value 
in a simple bivariate linear regression model). 

Box 2: PMIs vs. National Business Surveys 
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Chart 3: PMIs Are Much Stronger Predictor of 

Growth Outcomes Across Countries

PMI

Ntnl Bus. Survey

Source: National Sources, Markit Economics, GS Global ECS Research

Global DM EM Global DM EM
Manuf + Services 

PMI (Baseline) 0.70 0.68 0.78 3.2 1.1 6.1

Manuf PMI 0.69 0.64 0.77 3.4 1.5 6.4
Services PMI 0.60 0.63 0.63 2.6 0.7 5.3

US Manuf ISM 0.55 0.48 0.43 4.4 2.7 7.8
EA Manuf PMI 0.52 0.52 0.54 1.8 -0.1 5.1

US NFP 0.51 0.56 0.43 4.1 2.4 7.6
US Non-Manuf ISM 0.46 0.50 0.37 3.5 1.8 7.1
EA Services PMI 0.43 0.50 0.50 1.4 -0.7 4.4

China GSCA 0.41 0.32 0.52 2.1 0.4 4.8
French INSEE 0.24 0.30 0.33 2.9 1.0 6.2
German IFO 0.23 0.14 0.24 4.8 2.8 7.8

Source: Markit Economics, National Sources, GS Global ECS Research

Adjusted R2 Latest implied qoq% 
growthIndicator

Table 2: 'Real Time' Accuracy in Tracking GDP and Implied 
Growth Rates
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happened during the Industrial Revolution in the US and 
Western Europe and in many EMs over the last few 
decades), and eventually from manufacturing to services 
(as now characterises most of the developed world). For 
instance, Chart 7 shows the increasing share of output 
generated by the service sector as income levels rise.  

Our results illustrate this pattern. In the DM world, the 
manufacturing and service PMIs are equally important 
predictors of current growth—a one-point increase in 
either is associated with a statistically significant rise in 
growth of 0.23ppt. By contrast, in the EM world, 
manufacturing is the primary driver of growth. A one-
point increase in the Manufacturing PMI is associated 

with a statistically significant 0.71ppt increase in growth, 
while a comparable rise in the Service PMI has typically 
been associated with a growth boost of only one-quarter 
this magnitude. This may be partially attributable to the 
smaller number of countries with Services PMIs 
available, but the magnitude of the differences make it 
unlikely that this is the main explanation. 

Manufacturing Still Key but Signal from Services 
Growing as the Global Recovery Matures 
In addition to the secular shifts in the information content 
of the Manufacturing and Services PMIs, we also find 
evidence of cyclical variation along this dimension. The 

Over the past year, we have introduced a new 
proprietary tool for tracking country-level growth 
momentum: the Current Activity Indicator (CAI). 
Originally available only for the US, we now maintain 
CAIs for much of Non-Japan Asia (including China and 
India) and the other G4 countries (the Euro area, UK and 
Japan). The CAIs filter the information from a number 
of high-frequency activity measures into a single reading 
of economic momentum. As such, they fulfil a similar 
task at the national level to the one our PMI-implied 
growth models implement at the global level. 

We now have sufficient CAI coverage to aggregate the 
country-level series into a PPP-weighted Global CAI 
Aggregate. Like the output of our Global PMI-Implied 
Growth Model, the Global CAI is an approximation of 
the current sequential rate of global growth. Our Global 
CAI is currently tracking at 4.1%, nearly a full 
percentage point higher than our PMI-based estimate 
and also above our and consensus forecasts. This 
divergence may reflect two things: (i) our Asia CAI data 
is currently only available through March and (ii) 
European national business surveys have significantly 
outperformed PMIs recently (see Box 2 on page 4). 

At present, the Global CAI has two main disadvantages 
relative to our PMI tracking measure. First, we are yet to 

develop CAIs for several countries, including those of 
LatAm or CEEMEA. Second, CAIs are available with a 
longer lag than the PMIs for some countries, making it 
difficult to get as timely a reading. As a result, we prefer 
our PMI model to ‘now-cast’ current global growth. But 
we will monitor the Global CAI as a ‘cross-check’, and 
as we continue to increase the coverage and timeliness 
of our suite of CAIs, we will reassess its performance as 
a tracking device relative to our PMI-based measure. 

Box 3: Global Current Activity Indicator—Another Barometer for Global Growth 
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Chart 6: Global CAI Also Tracks Global 
Growth Closely

PMI-Implied Global Growth

Global CAI

Global Growth (qoq% annl)

Source: GS Global ECS Research
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Chart 5: ...And EM PMIs Paint a Similar 
Picture, Despite Improvement Last Month 

EM PMI Model-Implied Growth
EM Actual Sequential Growth
GS Forecast

Source: GS Global ECS Research
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Manufacturing PMI tends to provide a much stronger 
signal for growth in periods of intense cyclical volatility 
(such as during the 2008/09 downturn), whereas the 
Services PMI becomes more important as things settle 
down.2 The overall regression by construction averages 
over the more and less cyclical periods.  

Currently, the Manufacturing PMI is probably still the 
most important one to pay attention to at all levels—
globally and among both DM/EM groupings. But as the 
global economic recovery matures and cyclical volatility 
stabilises, the signal from the services side is growing.  

Global PMI Implies Growth Has Risen From Last 
Year’s Lows, but Remains Below Expectations 
Although we will not have a complete set of official GDP 
statistics for the first half of 2012 for several months, we 
can use our PMI models to obtain a ‘now-cast’ of global 
growth in 2012 so far. Our Global PMI Model suggests 
that global sequential growth rose to 3.5% in 2012Q1 and 
has settled at around 3.2% in April, from a trough of 
around 2.5% in 2011Q4 (actual GDP data available thus 
far suggest the trough was closer to 2.8%). This reflects 
the bounce-back in PMIs globally over the early part of 
this year, after a deterioration through much of 2011.  

Our model-based estimate is similar to the 3%-3.5% 
sequential global growth rate in 2012Q1 implied by our 
own forecasts. While this suggests that the global 
economy has regained its footing since its disappointing 
performance in the last quarter of 2011, growth remains 
below its pre-crisis average of 4% and our projected 
potential rate of 4.2%.  

The stabilisation in global growth momentum in the first 
part of 2012, as signalled by our Global PMI ‘now-cast’, 
has been broad-based across countries. Our DM model 
pointed to growth of 1.8% in 2012Q1 and 1.1% in April, 
an improvement from its nadir of just 0.6% in November 
2011. Similarly, the EM PMI-implied growth rate has 
been at or above 6% since January, after bottoming at 
around 4.5% early last Autumn. Both were slightly above 

our estimates for Q1, but have fallen in the past month or 
two to below our Q2 expectations. 

Looking forward, we expect growth to continue to 
accelerate globally over the course of 2012, reaching an 
above-trend rate of 4.4% by the third quarter. Within that, 
we expect DM growth to approach 2% in the second half 
of the year, while the EM world should see expansion at 
a rate of around 7% during this period. These optimistic 
forecasts reflect our expectation that the current recession 
in Europe will end as the core countries return to growth, 
even as the periphery stagnates; the US will continue to 
experience steady, if not spectacular, growth; and 
Chinese data will improve as easier policy feeds through 
into activity.  

However, uncertainty remains high around all three central 
assumptions, and the recent dataflow has been mixed, 
including the PMIs. Our Global Manufacturing and 
Services PMIs have both ticked down slightly over the past 
two months, led by lower EM prints in March and a 
European-led stalling in the DM aggregates in April. On 
the flip-side, a few key countries saw strong 
Manufacturing PMI prints last month—most notably the 
US, but also India, Russia and Turkey—and the more 
forward-looking components also strengthened globally in 
April. 

In order for our forecasts to be correct, we will need to 
see the PMIs globally resume their upward climb in the 
months ahead. Specifically, our Global Manufacturing 
and Services PMIs will need to rise around 1.5-2 points 
each from their current levels in order to push the PMI-
implied global growth rate up to our own forecast of 4%-
plus growth through the rest of the year. This boost will 
need to come from both the emerging and developed 
world, as both are tracking below expectations at present. 
Any sign of renewed, broad-based deterioration in the 
PMIs would suggest that the risks to growth in 2012Q2—
and, by extension, in the second half of the year—have 
risen materially. 

Stacy Carlson 

2. This is based on rolling regressions, which show some cyclicality in the Manufacturing and Services coefficients at shorter time horizons. 
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Key Charts: The GLI, GS FSI, ERP and the Credit Premium 
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The World in a Nutshell 

 OUTLOOK KEY ISSUES 

UNITED STATES We expect GDP growth of 2.2% in both 2012 and 
2013. On a quarterly basis, growth should weaken 
slightly from 2.2% in 2012Q1 to 2.0% in 2012Q2, and 
then remain in the 2.0%-2.5% range through the end 
of 2013. We expect the unemployment rate to remain 
at around 8.2% over the next two years. The large 
remaining output gap should result in renewed 
disinflation, taking core CPI to 1.5% by late 2013. 

Our view is that economic data will continue to 
disappoint over the next couple of months given the 
fading short-term inventory cycle boost, some 
seasonal adjustment distortions due to the ‘Lehman 
echo’ effect, and a payback for the warm winter. As a 
result, we continue to forecast additional monetary 
easing at the June FOMC meeting, although our 
confidence here is not particularly high. 

JAPAN We expect real GDP growth of 2.1% in 2012 and 1.6% 
in 2013. We expect the economy to return to a gradual 
recovery path this year, underpinned by public 
reconstruction demand. We also see continued 
firmness in consumption. There are signs that the 
global economy has bottomed out, which we expect to 
result in a gradual recovery in exports and an 
improvement in the trade balance. 

The easing announced following the BoJ’s April 27 
monetary policy meeting is more ambitious than the 
market expected. Overall, the asset package was 
expanded by ¥5trn, to ¥70trn, and the program was 
extended to June 2013. A close reading of the 
statement indicates that the pace for purchases is 
also set to increase through the remainder of 2012, 
from ¥1.5trn/month to ¥2trn/month. 

EUROPE The Euro area-wide macroeconomic picture has 
worsened in recent weeks, after having surprised to 
the upside earlier in the year. The mixed data, 
particularly in Spain, have led us to make a small 
downgrade to our 2012 GDP forecast to –0.5%, 
followed by below-trend growth of 0.6% in 2013. Cross
-country divergence remains a key theme in this 
baseline scenario, with economic weakness expected 
to be more marked in peripheral economies. We do 
not expect the ECB to cut rates or announce further 
non-standard measures at this point. 

The latest data and market movements suggest that 
the stabilisation seen following the LTROs has begun 
to unwind. We have argued that while the LTROs are 
important for reducing funding risk, there are many 
problems that they do not solve. The open question 
remains whether the follow-through on fundamental 
political decisions (reform programmes in the 
periphery, the building of a new regime of 
macroeconomic discipline around the fiscal compact, 
and the intra-Euro area risk-sharing inherent in an 
enlarged EFSF/ESM) turns out to be weak or lacking. 

NON-JAPAN ASIA For Asia ex Japan, we expect growth of 7.2% and 
7.6% in 2012 and 2013, respectively. In 2012, we 
expect below-trend growth throughout the region, while 
in 2013 the smaller AEJ economies are likely to 
recover to around trend as the external environment 
improves. We no longer expect precautionary policy 
easing throughout most of the region. 

In China, we expect slightly below-trend GDP growth 
of 8.6% in 2012 and 8.7% in 2013. We continue to 
expect China to see a continuation of the moderate 
easing of macro policies (fiscal and monetary) from 
an extremely tight starting point. This would help 
offset weak net exports. With growth still below trend, 
inflation should remain at a low level. 

LATIN AMERICA We forecast that real GDP growth in Latin America will 
slow to 3.7% in 2012, and then rebound to 4.5% in 
2013. We expect monetary policy stances to remain 
mixed across the region, with some cutting 
aggressively (Brazil) and others in the midst of 
tightening cycles (Colombia). 

In Brazil, we expect real GDP growth of 3.1% and 
4.6% in 2012 and 2013, respectively. Brazil is 
already in the middle of an easing cycle, including  
interest rate cuts and macro-prudential measures to 
ease credit conditions, and we expect this to continue 
in the quarters ahead. 

CENTRAL & EASTERN 
EUROPE, MIDDLE 
EAST AND AFRICA 

We recently revised our growth forecasts for CEEMEA, 
in response to upside data surprises both globally and 
in the region, and the stabilising effect of the LTRO 
facility on the Euro area financial system. We now see 
a more benign growth trajectory, although we still 
expect CEEMEA to grow at a slower pace than Latin 
America and Non-Japan Asia due to the risks posed by 
the Euro area crisis. 

Within the region, we expect balance sheet strength 
and Euro area exposure to continue to serve as key 
macro differentiation themes over our two-year 
forecast horizon. We expect the small open economies 
of the CE-3 and the more leveraged Turkish economy 
to slow somewhat more than elsewhere. On the other 
hand, Russia, South Africa and Israel should prove 
more resilient.  

THE GLOBAL ECONOMY 

CENTRAL BANK INTEREST RATE POLICIES 
 CURRENT SITUATION EXPECTATION 

UNITED STATES: FOMC The Fed cut the funds rate to a range 
of 0%-0.25% on December 16, 2008. 

We expect the Fed to keep the funds rate 
near 0% through the end of 2013.  

JAPAN: BoJ Monetary 
Policy Board 

The BoJ cut the overnight call rate to a 
range of 0%-0.1% on October 5, 2010. 

We expect the BoJ to keep the policy rate 
near 0% through the end of 2013. 

EURO AREA: ECB 
Governing Council 

The ECB cut rates by 25bp to 1% on 
December 8, 2011. 

We think a further cut by the ECB is 
unlikely for the time being. 

UK: BoE Monetary  
Policy Committee 

The BoE cut rates by 50bp to 0.5% on 
March 5, 2009. 

We expect the BoE to keep the policy rate 
on hold through the end of 2013. 

NEXT MEETINGS 

June 20 
July 31 

May 23 
June 15 

June 6 
July 5 

May 10 
June 7 
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