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OQ;:)[Z |:::|‘ *I The outlook

RealGDP growth, in per cent

United States

é Japan 3.7 1.7 1.3
@) Euro area 1.7 1.7 2.0
— Total OECD 2.8 2.3 2.8
8 Brazil 7.5 4.3 5.0
LL] China 10.5 9.7 9.7
E India 9.9 8.0 8.5

Indonesia 6.1 6.3 6.0

Russian Federation 3.7 4.2 4.5

South Africa 3.0 4.2 4.5

SourceOECD Economic Outlook 88 database.




f::l Fiscal policy Is shifting from stimulus
to contraction

Change in underlying budget balance, in per cent of potential GDP
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W Change between 2007 and 2009 [l Change between 2009 and 2012
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"“ISL IRL GBR SVK AUS ISR CAN BEL NLD SVN AUT HUN SWE DEU NOR
GRC ESP PRT CZE USA KOR FRA |ITA POL LUX FIN DNK JPN NZL CHE

SourceOECD Economic Outlook 88 database.
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OECD I,g!l!;l!l The inventory cycle is no longer
contributing to growth

Contribution fromstockbuildingto real OECD GDP growth at annualised rates,
percentage points
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SourceOECD Economic Outlook 88 database.
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OBCD |§i§lggg The bounce from the recovery In trade
IS moderating

Annualised world trade growth, in per cent
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SourceOECD Economic Outlook 88 database.
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SUPPORTING FACTORS

y
!!I Emergingmarket economies continu¢o
underpin theglobal recovery

Contribution to annualisedquarterly world real GDP growth, in per cent
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P oeco M Non-OECD
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Note: Calculated using moving nominal GDP weights, based on national GDP at purchasing power parities

SourceOECD Economic Outlook 88 database.
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driver of the recovery

In per cent of nominal GDP
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Business investment is expected to be a
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SourceOECD Economic Outlook 88 database.
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OECBwide saving rate, in per cent of disposable income
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SourceOECD Economic Outlook 88 database.
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OECD I gl Risks to the Outlook

ADownside risks include:

ATensions related to sovereign debt
sustainabillity.

AOngoing adjustment in the housing sector,
particularly in the United States.

ABut there are upside risks as well:
ABusiness confidence is strong, and

AHigh corporate profits suggest that investment
could pick up even further.
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O?—é@ |:!'. Bond yields may snap back from
current lows

OECBwide interest rates, in per cent
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SourceOECD Economic Outlook 88 database.
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SourceDatastream and OECD calculations.

—— Rest of the euro area

:!; Risks associated with sovereign debt
remain elevated in some countries

10-year government bond yields, percentage points
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OECD :y, The US housing sector continues to

adjust

Delinquency rates on real estate loafsn per cent
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1. Delinquent loans are those past due thirty days or more

SourceDatastream
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?E?é |:y. Corporate profitability remains
robust

Corporate profits (norfinancial corporation$
Index2007 = 100
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1. Ratio of pretax profits to gross valuadded of nonfinancial corporations.
2. Ratio of ordinary profits to sales reported by all incorporated businesses.
3. Ratio of gross operating surplus to gross veddeled of nonfinancial corporations

SourceBEAEurostat andDatastream

2008

2009

130

120

110

100

14



3) il . . . .
g@ |&0] Business expectations amirong in most regions
t dzZNOKI aAy3a alyllI3SNRQ LygeRice3Sa F2N
greater than 50 signifies an improvement in economic activity
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SourceMarkit Economics Limited.
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OECD IE"I‘ ) Exchange rates ardiverging

Nominal effective exchangeates
Index2 January 2007 = 100
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SourceOECD calculations.
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- United States
T P s China
- =+ Japan

—+= Germany
— Euro area excluding Germany

a0 Global imbalances remain wide

Current account balance, in per cent of GDP

1994 1996 1998 2000

SourceOECD Economic Outlook 88 database.
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igl Government debt igeachinghistorical
highs In many countries

In per cent of GDP
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1. This includes cumulated deficit for 20Q8, debtincreasing equity participations in companies and the impact of GDP growth.
2. Cumulated deficits correspond to mainland anly

Source OECIEconomidutlook88 database 18
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Al Unemployment rates are falling slowly

In per cent oflabour force
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Source OECIEconomidutlook88 database
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OECD :!;I‘ I The level of potential output remains

below the precrisis trend

Revisions to projections of OECD potential output following tbisis
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SourceOECD calculations.
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OECD L‘ I Merely stabilising government debt levels will

be a daunting task

J

Z Required change in underlying primary balance to stabilise debt by 2025,

@) in per cent of potential GDP
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PDL SVK FHA GRC NLD AUT DEU HUN DNK LUX* SWE?

@) IRL EBFI NZL CZE CAH HDH AUS ITA FIN CHEz BEL* KOR?

D_ 1. Change in the underlying primary balance between 2010 and 2025, based on gradual but steady consolidation paths

(as set out in OECD Economic Outlook 88, No. 88, November 2010, Chapter 4).
2. No consolidation is needed to achieve the target.

SourceOECD Economic Outlook, No. 88, November 2010
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80|  The financial sector reform agenda has
yet to be completed

The G20 has so far taken stock of:

A Basel Il
Aacdgia2z2 FlAfE

Severalmportantissues remain:
A Timing and implementation of Basel lI.
A Increasectoncentration in the bankingector.

A Others areas of reform: maximum leverage ratios,
International accounting standards, and heading off
transfer of risk to norbanking financial sector.

POLICY RECOMMENDATIONS

22
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OECD Il!h!ll Unconventional monetary policy will
continue to play an important role

Central bank liabilities
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1. An additional $600illion of asset purchases by the Federal Reserve is expected to be completed by the end of Q2 2011.
2. A new 10 trillion yen tranche of Bank of Japan lending against collateral began in Septemb&h@bdnes on top oé 5trillion
yen program which is expected to be completed by around the end of 2011.
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SourcefFederal Reserve; Bank of Japan; European C&drdd; Bankf England; and OECD calculations. 93
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OECD :!'.I‘ 'I A cocktall of policy would help to address
Imbalances

Policysimulations, 2025
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1. Euroarea.
2. Fiscal consolidation including exchange rate response

SourceOECD calculations.



