
Economic Outlook
www.eulerhermes.com no. 5 | 2011

2011
no. 5

In the face of slowdowns and
turbulence, world economic
recovery is going through
tumultuous times

Spotlight

on Country Risk

Global Macroeconomic ReviewGlobal Macroeconomic Review



2

Economic Outlook no. 5 | 2011 - Global Macroeconomic ReviewEuler Hermes

Country analysis
page 10

United States > An evident slowing in H1 2011 page 10

Canada > On course, after strong acceleration page 12

Japan > The catastrophe and the reconstruction efforts increase the challenges page 14

Euro Zone >The debt crisis is exacerbating economic disparities and political tensions page 16

Germany > Driving the European economy page 18

France > Recovery is continuing but still facing obstacles page 20

Italy > A slippery slope page 22

Spain >Not yet out of the woods page 24

Netherlands > Poor domestic demand page 26

Belgium >The economic crisis is past, the political crisis remains page 28

Greece > Only a temporary stay: gaining time is not enough page 30

United Kingdom > Recovery by a hair’s breadth page 32

Sweden > Slowing, but after a spectacular revival page 34

Brazil > Policy tightening continues page 36

China > Inflation focus page 37

India >Policy Focus is Inflation, as Growth Remains Buoyant page 38

Russia > V-shaped recovery page 39

Economic Outlook no. 5 | 2011 - Global Macroeconomic Review

World economic
growth and world
trade
page 3

Spotlight on
Country Risk
page 40

Editorial
page 3

Statistical Annex
page 48

Implantations
page 52

Contents
Global Macroeconomic Reviewno.5

Euler Hermes Economic Outlook – Global Macroeconomic Outlook is issued quaterly by the economists of the different companies in the group for the clients of Euler Hermes.

It is also available on subscription for other businesses and organisations. Reproduction is authorised, so long as mention of source is made. o Publication Director: Wilfried

Verstraete • Economic Studies Manager: Maxime Lemerle • Economics Researchers: Mahamoud Islam • Roméo Grill • Dan North ,David Atkinson, Andrew Atkinson, Manfred

Stamer • Graphic Design: Claire Mabille • Production editors: Anne-Marie Bégoc, Martine Benhadj • Administration: Anne-Marie Bégoc • Translation: Charles Prager – London

• For further information, contact: the Market Management, Strategic and Economic Studies Department of Euler Hermes at 1, rue Euler, 75008 Paris, France – Tel: +33 (0)1 40 70 53

77 > Euler Hermes is a limited company with a Directoire and Supervisory Board, with a capital of 14,426,627.20 euros. • Photoengraving: Evreux Compo, Evreux, France – Permit

June 2011 — Bull 1172; ISSN 1 162 – 2 881 o July 20, 2011



3

Economic Outlook no. 5 | 2011 - Global Macroeconomic Review Euler Hermes

Editorial

Unfortunate opening moves

Anew wind of pessimism blew through financial markets over the first
days of July, sending European stock markets into a heavy fall after

having barely recovered from two months of losses. Interest rates in
countries on the Eurozone’s southern periphery soared. And traditional
safe haven placements shot up in value, such as the Swiss franc and gold,
the latter blasting off to a record $1,600 an ounce. After Greece, Ireland,
Portugal and Spain, it was the turn of Italy – the Eurozone’s third richest
country after Germany and France – that found itself in the gun sights of
the markets, once again follow the threat of having its sovereign debt
downgraded by a rating agency. This led to a share price decline for the
European banks most highly exposed to sovereign debt. There is no
shortage of arguments to justify these bursts of panic: colossal public
debt, consolidation plans of insufficient or no credibility, unstable
political situations, etc. For its part, Europe’s political class is developing
a sense of injustice. This is understandable. First, the countries of the
Eurozone are among the first to have committed themselves to deficit
reduction, doing so to the detriment of their own growth. Many efforts
(including drastic plans) have been undertaken and many goals have
been met since the start of the crisis – even if the path promises to be
even longer. Second, and moreover, prejudging the insolvency of one of
the member countries of the Eurozone is rather like betting on the split-
up of the world’s second biggest economic unit (22.5% of world GDP)
after the United States (25.5%), itself in trouble over its public finances
(with national debt at its legal limit and on a course deemed
unsustainable). Such a scenario – one unimaginable a few years ago – is
starting to gain ground, and the difficulties faced by the governing
classes to reach a consensus on actions needed to stem the pressure on
debt are contributing greatly to this. This is the case in the Eurozone
where member countries, including Germany and France, are struggling
to get together and agree on solutions to the Greek debt crisis, forcing
the urgent staging of an extraordinary summit on July 21. And this is
also the case in the United States, where Democrats and Republicans
continued to engage in endless battle despite the threat of an imminent
default on the August 2 deadline and despite the warnings of rating
agencies. Unless a politically and financially acceptable compromise is
made very soon, this will not be a restful summer._Maxime Lemerle

Revised forecasts
GDP growth 2011

World 3.2% 3.1% -0.1%
USA 2.8% 2.4% -0.4%
Canada 2.4% 2.8% 0.5%
Japan 0.9% -1.0% -1.9%
EMU 1.3% 1.9% 0.6%
Germany 2.1% 3.2% 1.2%
France 1.3% 1.8% 0.5%
Italy 1.0% 0.9% 0.0%
Spain 0.5% 0.7% 0.3%
Netherlands 1.3% 2.0% 0.7%
Belgium 1.5% 2.3% 0.9%
Austria 2.0% 3.0% 1.0%
Finland 2.6% 3.5% 0.9%
Greece -2.2% -3.6% -1.4%
Ireland 0.9% 0.1% -0.8%
Portugal 0.1% -2.1% -2.2%
UK 1.5% 1.4% -0.1%
Sweden 3.4% 4.4% 1.0%
Denmark 1.7% 1.2% -0.5%
Norway 1.6% 2.4% 0.8%
Switzerland 1.9% 2.2% 0.2%
Central and Eastern Europe 3.1% 3.9% 0.8%
Russia 3.0% 4.1% 1.1%
Asia (excluding Japan) 7.1% 7.0% -0.1%
China 8.8% 8.5% -0.3%
India 8.5% 8.0% -0.5%
Latin America 3.6% 4.2% 0.6%
Brazil 4.3% 4.0% -0.3%
Middle East and Africa 4.3% 3.4% -0.9%
OECD 1.9% 1.7% -0.2%
non OECD 5.5% 5.7% 0.2%

Sources : National figures, Euler Hermes forecasts

dec june Revision
2010 2011
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World economic growth
In the face of slowdowns and turbulence, world economic recovery is going through tumultuous times

Sources : IHS Global Insight, Euler Hermes forecasts
*annual average, in %

2010 2011 2012

Greece 4.7% 3.4% 1.0%
UK 3.3% 4.0% 2.6%
Norway 2.4% 1.7% 2.1%
Denmark 2.3% 2.6% 1.6%
Belgium 2.3% 3.2% 2.2%
Spain 2.0% 2.9% 2.0%
Austria 1.8% 3.1% 1.9%
Canada 1.7% 3.1% 2.0%
EMU 1.6% 2.6% 1.8%
Italy 1.6% 2.7% 1.9%
France 1.5% 2.0% 1.6%
USA 1.5% 3.1% 1.8%
Sweden 1.5% 2.9% 2.2%
Portugal 1.4% 3.1% 1.5%
Finland 1.4% 3.1% 2.0%
Germany 1.3% 2.3% 1.9%
Netherlands 1.0% 2.2% 1.7%
Switzerland 0.7% 0.9% 0.9%
Japan -0.6% 0.3% 0.2%
Ireland -1.6% 1.0% 0.5%

Australia, socio-political in the Middle
East and North Africa, seismic and
nuclear in Japan – were added to the
mix, with corresponding direct nega-
tive impact locally and indirect nega-
tive impact worldwide. In the short
term, the global economy should
absorb the shocks arising from the
earthquake and tsunami in Japan –
their impact both on the Japanese eco-
nomy (the world’s biggest) and on the
rest of the world (Japan is the world’s
fourth largest importer and exporter of
goods), especially on its industrial sec-
tors, before upside of reconstruction
effects is felt. The world economy also
needs to resist the higher inflation that
has been seen the wake of higher food
commodity prices, occasionally pum-
ped up by weather events, and of
energy prices, particularly oil, boosted
at times by events in the Arab world
(Tunisia, Egypt, Libya, Syria, etc.), or the
flagging of household purchasing
power both in the developed countries
and even more in emerging countries.
Such a context – fertile ground for
downward revisions in forecasts – does
nothing to facilitate monetary policy
decisions, neither in the developed
countries (especially given the weak-
ness in domestic demand) nor in the
emerging countries (particularly given
their unwanted impact on exchange
rates exchange and speculative capital
flows). Also, the turbulent environ-
ment revives questions surrounding
rebalancing – and for some countries,
the viability – of public finances, espe-
cially for the Eurozone (see page 16
and sidebar on page 8). These are all
sources of turbulence in the financial
sphere, in all its markets (stocks,
money, bonds, and currencies), and
sources of potential turbulence boo-
meranging on the real economy. Our
central forecast, by design, excludes
any new difficulties, particularly in the

Overview
The world economy has entered a
downturn that was expected, but the
proliferation of slowdown signals, exo-
genous shocks and financial turmoil
has raised fears about the potential
scale and duration of the slowdown,
particularly for countries that benefi-
ted least from the recovery phase. After
posting sharp recovery since mid-2009,
confirmed by the growth figures for
2010 (+4.1%), particularly thanks to the
strength of the emerging countries, the
global economy did not seem to have
been able to avoid slowdown for a wide
range of factors: the end of the engines
driving the technical component of the
recovery, the winding down of the sti-
mulus measures, the persistence of
cyclical and structural weaknesses in
those developed countries most affec-
ted by the previous crisis, especially in
Europe (excess capacities, high unem-
ployment, debt reduction needs on the
part of households and the even grea-
ter need for consolidation in public
finances, etc.) and, conversely, the rise
of cyclical obstacles on the side of the
emerging countries leading the global
recovery (inflationary pressures,
monetary tightening, exchange rate
appreciation, dependence on exports
to developed countries, etc.). The first
half of 2011 has only reinforced the
prospects of a slowdown. The United
States has been slowing from the first
quarter. China continued its very gra-
dual easing up to Q2. Europe, and in
particular the Eurozone, which owes
its good performance at the beginning
of the year in large part to Germany
and to temporary support factors, in
the second quarter posted, if not a
downward correction then at least a
clear easing in indicators and surveys
of business sentiment. Last but not
least, a series of exogenous shocks –
climactic in the United States and

wake of the sovereign debt crisis, and
assumes a gradual weakening of the
past shocks, allowing a gradual return
to the macroeconomic fundamentals.
whose trend, beyond a temporary
easing, is positive for the world at large.
The global economy, despite the strong
recession in Japan, should therefore
see growth fall by a percentage in 2011
(+3.1% after +4.1% in 2010), with no
outright acceleration in 2010 (+3.4%
due to base effects), with world trade
treading a fairly parallel path (up 8% to
9% in 2011-2012, after +14% in 2010).

The weakening of the world economy is
becoming clearer, especially since Q2
In early 2011, the slowdown in the glo-
bal economy was not clear to everyone,
still focused on the 2010 results that
testified to a clear rebound in world
GDP (+4.1%), to above its pre-crisis
peak, and an ongoing chain of seven
successive quarters of expansion, with
a further qtr/qtr acceleration at end of
year thanks to the emerging econo-
mies, a few northern European coun-
tries, and still strong expansion in
North America. Things became clearer >



Sources : IHS Global Insight, Euler Hermes forecasts (*) GDP 2009 weighing at current exchange rates
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Annual average contribution to world growth, in %

Sources : IHS Global Insight, Euler Hermes calculations and forecasts

forecasts

World 100.0 -2.0% 4.1% 3.1% 3.4%
USA 25.5 -2.6% 2.9% 2.4% 2.6% 0.6% 0.8% 0.5% 0.5% 0.6% 0.6%
Canada 2.4 -2.8% 3.2% 2.8% 2.4% 0.6% 0.8% 1.0% 0.6% 0.4% 0.5%
Japan 9.1 -6.3% 4.0% -1.0% 2.7% 0.9% -0.7% -0.9% -1.0% 0.9% 1.2%
EMU 22.5 -4.1% 1.7% 1.9% 1.6% 0.4% 0.2% 0.8% 0.3% 0.2% 0.4%
Germany 6.0 -4.7% 3.5% 3.2% 1.9% 0.8% 0.4% 1.5% 0.4% 0.3% 0.3%
France 4.8 -2.6% 1.4% 1.8% 1.7% 0.4% 0.3% 0.9% 0.1% 0.3% 0.3%
Italy 3.8 -5.2% 1.2% 0.9% 1.0% 0.3% 0.1% 0.1% 0.3% 0.3% 0.2%
Spain 2.6 -3.7% -0.1% 0.7% 1.0% 0.0% 0.2% 0.3% 0.3% 0.0% 0.1%
Netherlands 1.4 -3.9% 1.8% 2.0% 1.6% 0.1% 0.7% 0.9% 0.1% 0.3% 0.4%
Belgium 0.8 -2.7% 2.1% 2.3% 1.9% 0.4% 0.5% 1.1% 0.3% 0.2% 0.4%
Austria 0.7 -3.4% 2.1% 3.0% 2.1% 1.2% 1.0% 0.9% 0.5% 0.3% 0.3%
Finland 0.4 -8.3% 3.2% 3.5% 2.3% 0.4% 1.8% 0.8% 0.2% 0.5% 0.4%
Greece 0.6 -2.3% -4.4% -3.6% 0.1% -1.6% -2.8% 0.2% -0.6% -0.4% 0.7%
Ireland 0.4 -7.6% -1.0% 0.1% 1.4% 0.6% -1.6% 0.4% 0.7% 0.8% 0.3%
Portugal 0.4 -2.5% 1.3% -2.1% -0.5% 0.3% -0.6% -0.7% -0.9% -0.6% -0.8%
UK 3.9 -4.9% 1.3% 1.4% 1.8% 0.7% -0.5% 0.5% 0.4% 0.4% 0.6%
Sweden 0.7 -5.3% 5.4% 4.4% 2.5% 1.9% 1.6% 0.8% 0.6% 0.6% 0.6%
Denmark 0.6 -5.2% 2.1% 1.2% 1.7% 1.1% -0.2% -0.5% 0.7% 0.7% 0.8%
Norway 0.7 -1.6% 0.3% 2.4% 2.5% -1.6% 2.3% -0.4% 1.6% 1.3% 0.4%
Switzerland 0.9 -1.9% 2.6% 2.2% 1.9% 0.8% 0.8% 0.3% 0.6% 0.4% 0.4%
Central and Eastern Europe 6.4 -5.9% 4.2% 3.9% 3.9%
Russia 2.4 -7.8% 4.0% 4.1% 4.2%
Asia (excluding Japan) 18.6 5.9% 8.8% 7.2% 7.2%
China 8.8 9.2% 10.3% 9.0% 8.6%
India 2.2 8.0% 8.5% 8.0% 8.5%
Latin America 7.0 -1.8% 5.9% 4.2% 4.1%
Brazil 2.8 -0.6% 7.5% 4.0% 4.3%
Middle East and Africa 2.2 1.4% 4.1% 3.4% 4.3%

Economic Forecasts
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of crude oil in 2009) and Syria, main-
tains fears of protests spreading
through the world’s main oil-produ-
cing region, despite a lull since grants
of money and promises of more to
come (Saudi Arabia, Bahrain, Oman
and Kuwait), and thereby a risk pre-
mium on crude oil prices. This has an
unwanted impact on world demand:
an increase in the global oil bill (the
surplus oil revenue is partly saved) and
added inflationary pressures (at a time
when household purchasing power is
already eroded by the sharp rise in food
commodity prices), all of which accele-
rates the monetary tightening mea-
sures, especially in the emerging coun-
tries. For its part, the disaster in Japan
will have a positive impact, due to
reconstruction efforts, on Japanese
growth, but this will more certainly be
in 2012 and will depend on the lifting
of uncertainties surrounding both
radioactive contamination (its extent
and duration, and the control over
conditions at the Fukushima nuclear
power facility) and surrounding the
country’s energy supplies. In the mean-
time, funding for emergency measures
has revived questions about Japan’s
public finances imbalances (with a
public deficit of 8% and debt of 190% in
2010). Japan’s temporary air pocket
promises to be a big one (with two
quarters of strong recession) for many
reasons: the economic importance of
the four prefectures affected (around
7% of Japan’s GDP and population), the
length of the paralysis and disruptions
resulting from damage to infrastruc-
tures and to the electricity grid, worse-
ned by just-in-time practices, and
finally the sectors that are primarily
affected, given that they are key indus-
tries (automobiles, electronics) both
for Japan and for its export customers.

...but also due to persistent imbalances
that also constitute braking forces
In any event, these shocks can only
add, more or less durably, to funda-
mentals that are heading, admittedly
more gradually, to a slowing in the
world economy, with the tailing off of
the initial factors behind the revival in

at the end of winter, with the publica-
tion of Q1 national accounts that poin-
ted to a net slowing in the US, further
contraction in Japan, a slight easing in
Chinese growth and a better perfor-
mance for the Eurozone but due essen-
tially to Germany (accounting for half
of the gains) catching-up activity after
the bad climatic conditions of Q4 2010,
and the very tail-end of supports for
new automobile purchases. In the
second quarter,, the signs of decline
have become even more evident. This
was the case for global indicators of
activity published up to April-May, e.g.,
growth in world industrial output,
which was back down to around +5%
pa, after +9.8% in 2010, and world trade
volumes ( +6% pa, after 15% in 2010).
The same held true for business survey
available for the full quarter, which,
although still at levels historically
associated with growth, all or nearly all
of which posted a marked downward
correction on all continents, especially
PMI results, which fell back to their
lowest levels for the last twelve
months. This is true also for world
stock market capitalisation and for
commodity price indices, which in
spring 2011 saw a marked halt to two
years of soaring increases. The major
exceptions are oil prices, due however
to supply issues, and the price of gold,
benefiting from its status as a safe
haven, rising to an unprecedented $
1,600 an ounce.

This is due in part to exceptional (but
temporary) shocks…
Part of the economic downturn is due
to major events occurring in the first
half of 2011: the wave of uprisings in
the Arab world, starting in Tunisia in
late 2010 and then spreading to Egypt
and Libya, and then the disaster that
struck northeasters Japan in mid-
March. The depressive effects of the
first of these events are primarily local
in nature (business disruption, lower
tourism receipts, etc.), as these econo-
mies together account for only a small
share of world GDP. However the conti-
nued uncertainty implicit in some of
these, as in Libya (2% world production

Unemployment rate*

Sources : IHS Global Insight, Euler Hermes forecasts

*annual average, in %

2010 2011 2012

Spain 20.1% 21.0% 20.2%
Ireland 19.3% 19.2% 18.9%
Greece 12.5% 15.7% 16.8%
Portugal 11.0% 11.6% 11.9%
EMU 9.8% 9.5% 9.0%
France 9.8% 9.4% 8.9%
USA 9.6% 8.9% 8.5%
Sweden 8.4% 7.8% 7.3%
Italy 8.4% 8.7% 8.2%
Finland 8.4% 8.0% 7.6%
Belgium 8.3% 7.6% 7.4%
Canada 8.0% 7.6% 7.1%
UK 7.9% 7.8% 7.5%
Denmark 7.4% 7.3% 6.9%
Germany 7.4% 6.9% 6.6%
Austria 6.9% 6.7% 6.5%
Netherlands 5.5% 5.1% 4.8%
Japan 5.0% 4.5% 4.2%
Switzerland 3.8% 3.2% 3.1%
Norway 3.6% 3.0% 2.8%

activity, more cyclical in nature (the
initial monetary stimulus measures,
the inventory cycle, and all the various
kinds of public intervention), and a
return toward the more structural rea-
lities of the situations in different eco-
nomies and their growth potential in
the wake of the crisis. But the recovery
was and remains unbalanced, with dis-
connect between two major groups of
countries that find themselves expo-
sed to two different kinds of braking
factors and for different reasons.

On the one hand, there are the develo-
ped OECD countries. Their bounce-
back, although a bit better than expec-
ted, was generally weaker (+2.5% in
2010 after -3.8% in 2009). Apart from a
few exceptions, it has not seen produc-
tion return to pre-crisis levels nor
managed to erase all the scars of the
crisis, especially on the jobs front,
where, except in Germany, no sizeable
improvement has begun (leaving the
unemployment rate at the end of H1
2011 at still historically high levels),
and on the public finances front, with
states needing to make severe rebalan-
cing efforts that often translate into
determined programmes of fiscal
consolidation, especially in countries
that benefited the least from the initial
recovery phase (Spain, Italy and the
United Kingdom) and in countries >



Industrialised countries, GDP growth

7

Economic Outlook no. 5 | 2011 - Global Macroeconomic Review Euler Hermes

Japan
Portugal
Denmark
Norway

Italy
Greece

Switzerland
Spain

Ireland
United Kingdom

United States
Sweden
Finland

Euro zone
Netherlands

Austria
France

Canada
Belgium

Germany 6.1%
4.3%

3.9%
3.8%

3.6%
3.5%

3.4%
3.4%
3.3%

1.9%
1.9%

1.2%
1.0%

0.7%
0.5%

-2.0%
-2.8%

-3.5%

1.6%

-1.8%

GDP growth

Index of industrial output

80

100

120

140

160

180

200

220 Emerging countries

Developped countries
World

111009080706050403020100

19% up on the 
mid-2008

peak

Sources : National figures, IHS Global Insight

Q1 2011 - annualised rate (%)

basis 2000 = 100

Source : CPB

-10

-8

-6

-4

-2

0

2

4

6

12111009080706050403020100

No further
acceleration

Annualised quaterly GDP growth (Q/Q-1)

Sources : sources nationales, IHS Global Insight, Euler Hermes forecasts

Commodities

0

20

40

60

80

100

120

140

160

0

100

200

300

400

500

600

700CRB index (right axis)
Pétroleum (left axis)

111009080706050403020100

Record
high

Sources : National figures, IHS Global Insight.

Key interest rates

0

1

2

3

4

5

6

7

8

Switzerland
Norway
Australia

Japan
Euro zone 
UK
USA

11100908070605040301010099

Tightening
has begun

Sources : National figures, IHS Global Insight

Industrial confidence

25

30

35

40

45

50

55

60

65 America
Asia-Pacific

Eastern Europe
Western Europe

111009080706050403

Down in Q2

Monthly index

Sources : Euler Hermes



8

Economic Outlook no. 5 | 2011 - Global Macroeconomic ReviewEuler Hermes

caught up in the turmoil surrounding
sovereign debt (Greece, Ireland and
Portugal). Businesses are the only eco-
nomic agents to have carried out signi-
ficant adjustment efforts.

In the emerging countries, by contrast,
the revival in economic growth was far
more sustained (+7% in 2010, after
+1.6% in 2009), particularly for coun-
tries in Asia (+8.8%) which benefited
not only from their own addition to
recovery plans but also from the dri-
ving forces of growth in China (+10.3%)
and India (+8.5%). In the emerging
countries very often, the resumption of
exports and the rise of domestic
demand helped to erase the impact of
the crisis and to achieve levels of
industrial output and trade above
those posted in the summer of 2008
(respectively by +20% and +9% at the
end of April 2011), notably due to per-
formances in Asia (+32% and +15%)
and in Latin America (+1% and +8%).
For many of them, however, monetary
policy has already shifted to a more
moderating stance, with a long list of
rate hikes over 2010 and early 2011,
first to limit the risks of overheating
and then to contain the rise in infla-
tion, notwithstanding the negative
impact on export competitiveness
resulting from currency appreciations
or on financial stability from specula-
tive capital inflows._ML
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European public finances: increased pressures

Fiscal consolidation has become the major focus

for European countries this year. And even while

most of them have committed to large-scale aus-

terity measures, the financial markets (via specu-

lative attacks) and the rating agencies (via

revisions in ratings) continue to question the sus-

tainability of their programmes. This has resulted

in heavy trading in shares issued by financial ins-

titutions that have significant sovereign debt ex-

posure, with genuine explosions in interest rates

on sovereign debt, notably for states on the sou-

thern periphery of the Eurozone. While these at-

tacks initially concerned only a few smaller

economies (Greece and Ireland) accounting for

just 4% of Eurozone GDP, and therefore more ea-

sily secured, they have become more intense,

(with drastic downgradings and heightened anti-

cipations of default) and are widening to increa-

singly target states of greater systemic

importance, such as Spain and Italy (or 28% of

Eurozone GDP) and which are harder to secure.

Debt crisis: public debt and current account

balances in context

Our aim here is to create a framework for un-

derstanding the sovereign debt crisis in Europe

by drawing a parallel between a country’s cur-

rent account balance, which is an indicator of a

nation’s financial health (public and private

agents included), and its public deficit, which

reflects the financial health of the state. At any

given instant, the financial stability of a country

is deemed threatened if the deficit of one do-

mestic agent is not offset by the surplus of ano-

ther. As regards the countries that interest us

here, the public budget balance is still negative,

and challenge will thus be to determine whe-

ther the private sector has the ability to offset

the public sector’s financing needs. On the

graph, from left to right, at a constant public

deficit, an increase in the current account ba-

lance implies a better financial situation of the

domestic private sector. Apart from Ireland (an

exceptional case, with a 31% deficit), this ap-

proach seems to well summarise the move-

ments seen most recently. As expected, Greece

and Portugal are at the left of the graph, follo-

wed by Spain and Italy. France and the UK are in

an intermediate position, with a relatively small

current account deficit. Germany, however,

which sets the standard, is at the extreme right

of the graph._MI

Sources : National statistics, 2010 data
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External sector: further deterioration in
export sales
QE2, by assisting in the depreciation of
the dollar against major currencies
(down by 15% against the euro, by 11%
against the yen, and by 5% against the
yuan) and therefore boosting competi-
tiveness, has indisputably helped
exports. But this did not benefit GDP
growth or US external accounts, as
recovery was accompanied by greater
import demand both by volume and by
value, boosted by the bill for energy
imports. This took the US external defi-
cit up by 25% over the 12 months to the
end of April 2011, half of which was
with China, which now holds $1.1 tril-
lion in US treasury bonds.

Household demand: still restrained
Essential for growth (70% of GDP in
2010), household demand should
continue in 2012 the recovery consis-
tently underway since mid-2009. It is
nevertheless still vulnerable unfavou-
rable factors, as was the case in the
first half of 2011 (with fuel prices, ove-
rall inflation and budget uncertain-
ties), given that the improvement in
fundamentals (employment, wages,
debt reduction) has been too modest
to consolidate the recovery in confi-
dence and consumer enthusiasm.

United States
An evident slowing in H1 2011

Overview
Having moved just past its pre-crisis
peak at the end of 2010, the US eco-
nomy posted a sharp weakening in its
recovery over H1 2011, with GDP
growth braking significantly in Q1 (to
+1.9% yr/yr) and a series of disappoin-
ting indicators showing either decele-
ration or slowdown in Q2 (real estate
prices, consumer confidence, auto
sales, ISM indices, etc.), and the jobs
market in particular posting an unem-
ployment rate still around 9%. Some of
the loss of impetus is due to a few
short-lived factors (floods and torna-
does in the US, supply disruptions fol-
lowing events in Japan, rising energy
prices, and political tensions over
public finances, etc.). As they gradually
recede, this should allow a consolida-
tion in growth over H2, but any accele-
ration in activity should prove difficult
in the absence of improvements in the
jobs market and in real estate.

Monetary policy: durably
accommodating
The Federal Reserve has little reason to
quickly change its monetary policy,
given the June statements of the FOMC,
which again ended by keeping the sta-
tus quo. Thus, long-term interest rates
promise to durably remain in the range
of 0%-0.25% in force since late 2008,
while the second round of Quantitative
Easing 2 (QE2) for the purchase of
long-term US Treasury bonds, totalling
$600 billion, was completed at the end
of June, without the implementation of
a QE3, and with the Fed likely for seve-
ral more months to continue its policy
of reinvesting the income from securi-
ties arriving at maturity, which will
keep its balance at around $2.8 trillion.

Businesses: shocks and uncertainties
The increase in activity and profits was
accompanied by a fall in the number of
insolvencies, but signals are still very
mixed in the construction sector, while
the catastrophe in Japan for a time
upset the automotive sector, and a
number of indicators (e.g., the ISM,
output indicators) worsened over Q2.
The situation has yet to consolidate
and solidify into an acceleration in
investment and hiring, but the growth
outlook remains positive, while bank
lending has returned to its highest
levels for two and a half years.

Politics and budgets: pressures mount
The hard negotiations between
Republicans, who took control of the
House of Representatives in January,
and Democrats, on reducing the fede-
ral debt, have rekindled political divi-
sion. However, after months of dead-
lock, and against a backdrop of
increasing pressures from the rating
agencies, it is now vital – if the US is to
avert a government shutdown at the
start of August 2011 – to reach an
agreement to raise the ceiling on debt ,
which already had risen to above its
legal limit in mid-May ($14.294 tril-
lion). _DN/ML

Election timetable
> November 2012: Presidential election and elections to the House Representatives
and to a third of seats in the Senate

Executive and legislature
> President: Barack Obama
> Senate (100 seats): Democrats (51), Republicans (47), independents (2)
> House of Representatives (435 seats): Democrats (192) , Republicans (243)



Change over the period, unless otherwise indicated: * contribution to GDP growth ** USD billions ** Sources : IHS
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Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

GDP 100% -2.6 2.9 2.4 2.6 0.6 0.8 0.5 0.5 0.6 0.6
Consumer Spending 70% -1.2 1.7 2.6 2.7 0.6 1.0 0.5 0.5 0.6 0.7
Public Spending 19% 1.6 1.0 -1.0 -0.7 1.0 -0.4 -1.5 0.0 0.1 0.0
Investment 13% -18.3 3.9 5.4 8.2 0.4 1.7 0.3 1.8 1.5 1.8
Construction 3% -22.9 -3.0 -1.5 4.7 -7.7 0.8 -0.5 0.7 0.5 0.7
Equipment 10% -17.1 5.7 7.0 8.9 2.4 1.9 0.5 2.0 1.5 2.0
Stocks * 1% -0.4 1.4 -0.1 0.1 0.4 -0.9 0.3 0.0 0.0 0.0
Exports 13% -9.5 11.7 8.1 8.3 1.6 2.1 1.9 2.1 1.9 1.9
Imports 16% -13.8 12.6 5.5 9.1 4.0 -3.3 1.3 2.1 1.9 1.4
Net exports * -3% 1.1 -0.5 0.1 -0.4 -0.4 0.8 0.0 -0.1 -0.1 -0.1
Current account ** -377 -471 -525 -529
Current account (% of GDP) -2.7 -3.2 -3.4 -3.3
Employment -3.8 -0.6 0.6 0.9
Unemployment rate 9.3 9.6 8.9 8.5
Wages 3.0 2.4 2.1 2.7
Inflation -0.1 1.5 3.1 1.8
General government balance ** -1471 -1275 -1512 -1342
General government balance (% of GDP) -10.4 -8.7 -9.9 -8.4
Public debt (% of GDP) 87 96 102 106
Nominal GDP ** 14 119 14 660 15 270 15 982

Economic Forecasts
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External sector: a loss of vigour
Although an undeniable engine of
recovery (+13% by volume and 23% by
value over seven quarters), exports
have not as yet returned to their pre-
crisis levels, despite the demand for
commodities. Moreover, due to a loss of
competitiveness arising from the
strong Canadian dollar and increased
wage costs, exports have quickly
become unable to offset Canada’s
strong imports. The net growth
impulse from foreign trade is expected
to remain negative in 2011 (after -3.1%
in 2010), before turning positive again
in 2012.

Household demand: still solid
Household consumption and invest-
ment were strong over 2010 but now
face several moderating factors: rising
inflation in early 2011, increasing
house prices, reduced fiscal stimuli,
monetary tightening and even reduced
lending in the face of mounting indeb-
tedness. In the end, however, house-
hold demand will remain buoyant
thanks to the beginnings of wage
increases and especially thanks to
continuation of the recovery underway
in the employment market since at the
end of 2009.

Businesses: on track
The recovery in activity, particularly in
basic commodities, has already
brought a revival in profits, a further

Canada
On course, after strong acceleration

Overview
Canada is one of the countries that best
weathered the crisis. Its recession was
shorter and on a lesser scale than
elsewhere, and its recovery has been
strong – at +6.1% over the seven quarters
to the end of 2010, and continuing in Q1
2011 with a further 1% acceleration
against the previous quarter. Helped by
support from all components of end-
user domestic demand, particularly
household consumption, which showed
resilience during the crisis, and public
expenditure, Canada recovered more
quickly and far exceeded its pre-crisis
peaks (+6.9 % at the end of March 2011),
despite lower productivity and a return
to a negative growth impulse from
foreign trade. GDP growth prospects
remain strong for 2011 (+2.8%) and 2012
(+2.4%), although a slowdown seems
inevitable given continued further
monetary normalisation, fiscal
consolidation as well as moderating
growth both worldwide and,
particularly, in the US.

Monetary policy: a temporary status quo
After the beginning of monetary nor-
malisation in 2010, via three successive
interest rate hikes (from 0.25% to 1%),
the period of status quo that followed
until summer 2011, partly due to per-
sistent appreciation in the Canadian
dollar (especially against the US dol-
lar), should soon come to an end. The
Bank of Canada could well decide to
resume rate increases, in line with the
gradual absorption of excess capaci-
ties, the absence of inflationary threats
(despite a temporary surge in prices
due to energy costs and indirect taxes
in the provinces), and the growth of
household debt.

Election timetable
> 2015: legislative elections

Executive and legislature
> Governor General: David Johnston (since October 2010)
> Prime Minister: Stephen Harper (since 2006)
> House of Commons (308 seats): Conservative Party (167), Liberal Party (34), New
Democratic Party (102), Bloc Québecois (4), Independent (1)

decline of insolvencies, a restoration in
confidence and the beginnings of reco-
very in investment and employment,
although not preventing a slight
increase in capacity pressures. The
moderating outlook and the rise of
production costs should have only a
braking effect on the trend, especially
should the recovery in the credit mar-
ket persist.

Politics and budgets: cutting expendi-
ture
Bolstered by its clear victory in
Canada’s May parliamentary elections,
the fourth in the space of less than
seven years, the Conservative Party
now has a big enough majority to roll
out its programme, notably including a
return to balancing the federal budget
by 2014-2015. The clear improvement
in the economic fundamentals should
assist in the progressive achievement
of this aim, notably via restraining
public expenditure._ML
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Country Exports Share of total
Total 316 100 %
of which Euro zone 162 51.4 %
United States 237 75.0 %
UK 11 3.4 %
China 10 3.1 %
Japan 7 2.3 %
Mexico 4 1.3 %
Country Imports Share of total
Total 353 100 %
of which Euro zone 29 8.3 %
United States 180 51.1 %
China 38 10.9 %
Mexico 16 4.6 %
Japan 12 3.4 %
Germany 10 2.9 %
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Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

Economic Forecasts

GDP 100% -2.8 3.2 2.8 2.4 0.6 0.8 1.0 0.6 0.4 0.5
Consumer Spending 64% 0.4 3.3 2.0 2.3 0.7 1.1 0.0 0.4 0.4 0.5
Public Spending 25% 4.3 4.7 1.4 -0.3 0.7 0.8 0.1 0.0 -0.1 -0.1
Investment 19% -16.6 8.4 7.8 2.3 2.8 1.9 2.9 1.2 0.7 0.4
Construction 11% -15.0 6.9 6.0 1.3 0.9 2.2 2.5 1.0 0.5 0.3
Equipment 8% -18.6 10.4 10.2 3.6 5.2 1.5 3.3 1.4 1.0 0.5
Stocks * 2% -1.4 1.5 -0.2 -0.1 0.4 -1.3 0.8 -0.6 0.0 0.0
Exports 34% -13.8 6.4 5.6 5.0 -0.3 2.1 1.6 1.3 1.0 1.2
Imports 43% -13.4 13.1 5.3 2.5 2.0 -0.1 2.2 0.6 0.6 0.6
Net exports * -9% 0.8 -3.1 -0.4 0.6 -1.0 0.8 -0.4 0.2 0.1 0.2
Current account ** -45 -51 -34 -33
Current account (% of GDP) -3.0 -3.1 -2.0 -1.8
Employment -1.6 1.4 1.6 1.5
Unemployment rate 8.3 8.0 7.6 7.1
Wages 1.6 3.5 3.5 3.0
Inflation 0.3 1.7 3.1 2.0
General government balance ** -84 -89 -71 -55
General government balance (% of GDP) -5.5 -5.5 -4.1 -3.0
Public debt (% of GDP) 83 84 84 84
Nominal GDP ** 1 529 1 625 1 728 1 820



14

Economic Outlook no. 5 | 2011 - Global Macroeconomic ReviewEuler Hermes

External sector: brought to a halt
The revival in Japanese exports – rapid in
Q2 2009 and sustained over six quarters
(+45%) – was an essential factor in
Japanese economic recovery (with a net
growth impulse of 80%), even though
exports did not return to their pre-crisis
peak. But on the heels of the collapse in
sales that followed the catastrophe (-15%
by value in March and April), export
recovery can only accelerate as
production line disrputions are rectified.
The net growth impulse will become
positive again only over the course of
2012.

Household demand: in shock
The catastrophe further clouded the
short-term outlook on consumer
spending, which had already shown
initial signs of easing after being boosted
(+1.9% in 2010) by government stimulus
measures. The human shock, alongside
the radioactivity levels, the drop in
confidence, the temporary surge in
inflation, and political arguments over
reconstruction and financing are all
factors that will postpone a revival in
consumption until 2012 (after -1.1% in
2011).

Businesses: continued constraints
The fall in activity was brutal, with the
destruction and damage suffered locally
by facilities, infrastructure and

Japan
The catastrophe and the reconstruction efforts increase the challenges

Overview
The triple disaster of the historic
earthquake, giant tsunami and the
colossal nuclear accident triggered on
March 11, 2011 dealt a major blow to the
northeast of Japan and to the entire
country. In addition to the high number
of casualties – with more than 23,000
dead or missing – the country now faces a
host of uncertainties and challenges on
many fronts (economic, budgetary,
political, energy-related, environmental,
etc.). Admittedly, signs of recovery have
already multiplied, but these remain
insufficient, and the supply constraints
(logistics, energy supplies, etc.) are easing
only gradually. The economy will not
avoid a sharp contraction, neither for the
second quarter of 2011, for the third time
running, nor for the full year (-1%) despite
the start of a revival over H2.
Reconstruction efforts will fuel GDP
growth especially in 2012 (+2.7%), notably
via public investment, but the scale and
timing of this continues to divide Japan’s
political parties and raises concerns over
spiralling debt.

Monetary policy: durably accommodating
The Bank of Japan quickly took local
emergency measures (via financial
institutions in the regions affected) and
national measures (by increasing its
securities purchases) in order to ensure
financing of the economy. It also ventures
at timeis into the foreign exchange
market, liaising with the G7, to limit the
surge in the yen in the face of anticipated
capital repatriation movements. Despite
a temporary surge in inflation (arising
from energy prices, and from supply
problems, etc.), the Bank of Japan is likely
to durably maintain its accommodating
monetary policy, keeping its key rate at
the low point reached at the end of 2008
(0% to 0.1%).

Executive and legislature
> Empire, Head of State: Emperor Akihito (since 1989)
> Prime Minister: Naoto Kan (from June 2010)
> House of Representatives (Shugi-in, 480 seats): Democratic Party of Japan (DPJ, 308
seats), Social Democratic Party (SDP, 7), People’s New Party (PNP, 3), Liberal Democratic
Party (LDP conservatives, 119), New Komeito Buddhist conservatives (NKP, 21), Japanese
Communist Party (JCP, 9), others (13)
> House of Councillors (Sangi-in, 242 seats): DPJ (106), LDP (84), New Komeito
Buddhist conservatives (NKP, 19), Your Party (11), others (22), Vacant (1)

Election timetable
> 2013: elections to the House of Representatives
> 2016: elections to half of the seats in the House of Councillors

equipment all mirrored on the national
level through power shortages and
supply failures, both of which will be
rectified only over time: the recovery in
activity will be gradual. Reconstruction
efforts should nonetheless fuel private
and public investment from H2 2011 and
in 2012.

Politics and budgets: uncertainties on both
fronts
Following on in the wake of Japan’s
recovery plans, emergency relief and
reconstruction plans could be new order
of the day: two have already been adopted
(for 4 trillion yen in May, and for 2 trillion
in July), and a third is being prepared,
against simple reconstruction costs
exceeding 13 trillion. However, political
differences have increased, especially
over the funding of supplementary
budgets, and more broadly over the
course of public finances and the strategy
of budget consolidation by 2020, while
public debt, although essentially held by
domestic agents, stands at 200% of GDP.
After considerable criticism and a fall in
popularity, Japanese Prime Minister
Naoto Kan announced that he would step
down if the legislature moved to pass
three key bills. _ML
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Country Exports Share of total
Total 582 100 %
of which Euro zone 53 9.1 %
China 110 18.9 %
United States 95 16.4 %
South Korea 47 8.1 %
Hong Kong 32 5.5 %
Thailand 22 3.8 %
Country Imports Share of total
Total 552 100 %
of which Euro zone 47 8.6 %
China 123 22.2 %
United States 60 11.0 %
Australia 35 6.3 %
Saoudi Arabia 29 5.3 %
U.A.E. 23 4.1 %

Trading partners

Advanced indicator of the economy GDP

Current account balance

1

2

3

4

5

121008060402009896949290

Forecasts

A notch
down

JAPAN 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11
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GDP in % annual average Advanced indicator Quarterly change, in %
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Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Change over the period, unless otherwise indicated: * contribution to GDP growth ** Yen trillions
Sources : IHS Global Insight, Euler Hermes forecasts

Forecasts

Economic Forecasts

GDP 100% -6.3 4.0 -1.0 2.7 0.9 -0.7 -0.9 -1.0 0.9 1.2
Consumer Spending 57% -2.0 1.9 -1.1 1.3 0.8 -1.0 -0.6 -0.6 0.4 0.5
Public Spending 23% 4.3 1.3 2.4 3.0 -0.1 -0.7 0.6 1.2 2.0 1.5
Investment 16% -15.8 0.8 1.2 7.3 1.1 0.4 -0.9 -1.6 2.5 3.1
Construction 2% -10.1 -8.4 6.2 9.4 1.6 2.9 1.0 0.5 2.5 4.0
Equipment 14% -16.7 2.4 0.4 7.0 1.0 0.0 -1.3 -2.0 2.5 3.0
Stocks * 0% -1.1 0.4 -0.4 0.1 0.4 0.0 -0.4 -0.1 0.0 0.1
Exports 15% -24.2 24.1 0.3 6.0 1.6 -0.8 0.7 -3.5 0.5 2.5
Imports 11% -15.4 9.8 6.6 9.0 2.9 -0.3 1.9 0.0 2.8 3.6
Net exports * 5% -2.2 2.1 -0.7 -0.1 -0.1 -0.1 -0.1 -0.6 -0.2 0.0
Current account ** 13 17 10 13
Current account (% of GDP) 2.8 3.6 2.2 2.6
Employment -6.1 -0.1 -0.1 0.2
Unemployment rate 5.1 5.0 4.5 4.2
Wages -2.6 -1.3 0.3 0.3
Inflation -1.5 -0.6 0.3 0.2
General government balance ** -41 -39 -42 -41
General government balance (% of GDP) -8.7 -8.1 -9.0 -8.5
Public debt (% of GDP) 185 193 205 209
Nominal GDP ** 471 479 469 481
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External sector: slowdown in sight
Exports will continue supporting reco-
very in 2012, after a sharp recovery
since the worst of the crisis, both by
volume (+17%) and by value (+25%),
which proved key to GDP recovery, for
which the sector (and especially indus-
trial output) made a net contribution
of 56%. However, export growth should
ease significantly with the slowdown of
world trade and the delayed effects of
the appreciation in the euro. The
contribution of net exports to growth
may therefore diminish, despite the
easing in imports resulting from
domestic demand and inventories.

Household demand: lacking support
While household demand played a
vital role in the recovery (accounting
for 58% of GDP in 2010), it is not expec-
ted to accelerate before 2012 (+1.1%
expected in 2011, against an average of
2% per year between 1996 and 2008).
The return of confidence levels to their
levels of 2004-2006 of factors has been
or will continue to be hampered by fac-
tors including the rise of inflation, fis-
cal consolidation measures, the diffi-
cult recovery in the jobs market, and a
persistently high level of unemploy-
ment (9.9% in June) that limits any
salary increases.

Euro zone
The debt crisis is exacerbating economic disparities and political tensions

Overview
The Eurozone has confirmed its
strengths but also its weaknesses. Its
again consolidate its exit from reces-
sion with a sharp acceleration in Q1
2011, correspondingly increasing the
total recovery achieved since mid-2009
(+3.5%) and the base effect for growth
for 2011 (+1.5%). However, this rene-
wed strength partly was due to tempo-
rary factors (weather conditions at the
end of 2010) that offer no further at a
time when indices and business sur-
veys have all pointed towards a loss of
steam in Q2. Besides the deceleration
in global demand (which had fuelled
the recovery), domestic demand
remains constrained: the movement of
fiscal consolidation plus moderating
household consumption (due to
employment, wages and inflation) are
brakes on the recovery in investment.
Moreover, this dynamic is result from
strong differences between Eurozone
member countries. Only Germany,
Austria and Belgium have returned to
their pre-crisis levels of quarterly GDP,
slightly ahead of France and the
Netherlands, but trailed far more by
Spain and Italy, and even further by
Portugal and Greece, these latter two
remaining in recession in 2011.

Monetary policy: modest tightening
Acting ahead of its American and
British counterparts, the ECB began its
process of monetary normalisation in
2011, hiking lead rates once in April
and once in July, to 1.50%. One aim is to
contain inflationary expectations at t
time when increases in commodity
and food prices pushed inflation
beyond the target figure for since the
end of 2010 (2.7% per year in June) .
This inflationary drift should, however,
lessen by 2012, which militates for a
very gradual calendar of rate hikes by the
ECB in the face of the fragility and hetero-
geneity of growth across the Eurozone.

Election timetable
> 1st half of 2011, Hungary > 2nd half of 2011, Poland
> 1st half of 2010, Denmark

Executive and legislature
> European Council: President, Herman Van Rumpuy
> European Commission: José Manuel Durao Barroso (Portugal), President
> European Parliament – 736 seats: European People’s Party-European Democrats(EPP-
ED), 265 seats; Party of European Socialists (PES), 161; Alliance of Liberals and Democrats
for Europe (ALDE), 84; Greens, 55; Union for a Europe of Nations (UEN), 35; European
United Left/Nordic Green Left (EUL/NGL), 35; Independence/Democracy Group
(IND/DEM), 18; Non-attached (NA), 27

Businesses: partly recovered, still cau-
tious
The revival in activity continued into
spring 2011, especially in industry and
services (construction remains far
behind), facilitating the restoration of
profit margins and businesses’ finan-
cial capacities. The slowdown sugges-
ted by the economic indices (order
books) and surveys (PMI), should not
threaten the recovery in investment,
nor its pace, at a time when capacity
utilisation rates continue to improve
and while financing conditions remain
good. Recruitment activity should be
more dynamic in 2012.

Politics and budgets: maximum tensions
A year after the first Greek rescue ope-
ration, and despite several advances
(such as the European Financial
Stability Facility and its successor from
2013, the European Stability
Mechanism), the Eurozone remains
mired in the problems of finding a
long-term solution of Greek debt and,
in so doing, avoiding a spreading crisis
of confidence. Between the delays and
the din on one side, and pressures from
financial markets and rating agencies on
the other, the crisis reached its peak mid-
July: the Eurozone is risking not longer
only its credibility._ML
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Forecasts

Country Exports Share of total
Total 3,523 100 %
EU-27 2,317 65.8 %
EU-15 2,078 59.0 %
Euro zone 1,734 49.2 %
Asia 298 8.4 %
North America 232 6.6 %
of whch, USA 211 6.0 %
Country Imports Share of total
Total 3,434 100 %
UE à 27 2,200 64.1 %
UE à 15 1,980 57.7 %
UEM 1,692 49.3 %
Asie 420 12.2 %
Amérique du nord 176 5.1 %
dont USA 162 4.7 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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Change over the period, unless otherwise indicated: * contribution to GDP growth ** euro billions
Sources : IHS Global Insight, Euler Hermes forecasts
EURO ZONE 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11

Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

Economic Forecasts

GDP 100% -4.1 1.7 1.9 1.6 0.4 0.2 0.8 0.3 0.2 0.4
Consumer Spending 58% -1.2 0.8 1.1 1.2 0.2 0.3 0.3 0.3 0.2 0.2
Public Spending 21% 2.5 0.3 0.5 -0.2 0.2 -0.1 0.8 -0.3 -0.2 -0.2
Investment 19% -11.6 -0.9 2.9 2.5 -0.2 -0.1 2.1 0.0 0.5 0.5
Construction 6% -7.4 -3.9 1.4 1.4 -0.2 -1.2 2.5 -0.8 0.3 0.4
Equipment 14% -13.4 0.4 3.9 3.5 0.1 0.6 1.8 0.7 0.6 0.7
Stocks * 0% -0.6 0.5 0.2 0.1 0.1 -0.1 0.0 0.1 0.0 0.0
Exports 45% -13.1 11.1 7.1 5.6 1.7 1.6 1.8 1.4 1.2 1.3
Imports 43% -11.7 9.3 6.4 5.1 1.2 1.3 1.9 1.4 1.1 1.1
Net exports * 2% -0.8 0.8 0.4 0.4 0.2 0.2 0.0 0.0 0.1 0.1
Current account ** -51 -56 -73 -84
Current account (% of GDP) -0.6 -0.6 -0.8 -0.9
Employment -1.8 -0.4 0.3 0.6
Unemployment rate 9.2 9.8 9.5 9.0
Wages 1.7 0.9 1.4 1.8
Inflation 0.3 1.6 2.6 1.8
General government balance ** -552 -536 -407 -356
General government balance (% of GDP) -6.2 -5.8 -4.3 -3.6
Public debt (% of GDP) 80 84 85 86
Nominal GDP ** 8,936 9,167 9,490 9,807
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Household demand: finally rising
Household consumption expenditure
began to rise in early 2010, posting a
positive contribution to growth for five
consecutive quarters. Expenditure
benefits from very favourable develop-
ments in the jobs market, well illustra-
ted by the fall in the unemployment
rate to its lowest level since 1991 and
by the rise in real disposable income,
which continues to increase despite
the acceleration in inflation. On this
solid basis, private consumption
should consolidate, rising by 1.6% in
2011 and by 1.5% in 2012, with no mas-
sive drain on household savings.

Businesses: investment takes the reins
Driven by good exports, investment in
machinery and capital goods had
shown an already significant recovery
up to Q1 2011, although still not
enough to offset its previous decline.
However, given the outlook on the
demand front, the rise in capacity utili-
sation rates, the gradual restoration of
profitability, and the return to good
credit conditions, we should see a
continuation of the trend in invest-
ments. Construction, for its part,
should pursue a more modest reco-
very. Overall, we should see a noticea-
ble increase in investment – by 8% in
2011 and by 5.4% in 2012.

Germany
Driving the European economy

Overview
The German economy’s strong reco-
very is consolidating, with a clear lead
over other European countries in Q1
2011 (+1.5% GDP in Germany, against
+0.8% for the EU), and this is not only
due to marked climate-related ups and
downs in the construction market.
Thanks to the clear upturn seen since
early 2009 (+7.3%), Germany’s eco-
nomy has now recovered to its Q1 2008
peaks, with a still growing contribution
from domestic demand, fuelled both
by the impact of catching up in
construction and services, and by
always significant external demand.
With its health restored, the German
economy continues to enjoy good
medium-term prospects, although
these have been reduced, to a slight
degree, by events in Japan for the short
term, and, to a greater degree, by the
world economic slowdown. Despite a
slowing, probably from H2 2011, and
despite a number of risks, Germany’s
GDP growth promises to be again solid
in 2011 (+3.2%, after +3.5% in 2010), fol-
lowed by a more modest +1.9% in 2012.

External sector: record levels
Germany’s foreign trade sector is still
in contention for further successes.
Exports and imports not only posted
record performances in March, respec-
tively at close to 100 and 80 billion
euros, but they also, for Q1 overall, sur-
passed their pre-crisis volumes thanks
to strong growth (+2.3% and +1.5% res-
pectively). This was particularly true
for exports to countries outside the
Eurozone, including China and Russia,
helping to bring a net positive growth
impulse (0.5 points) for the fourth
quarter running, and a surge in related
industrial output. Despite the world
slowdown, the outlook remains good,
with exports expected to rise by a fur-
ther 8% in 2011 and 5% in 2012.

Politics and budgets: clear improve-
ments
The improved macroeconomic situa-
tion allows for a faster than expected
consolidation in public finances.
Thanks in particular to greater tax
revenues, Germany’s public deficit
should continue to shrink and fall to
below the Maastricht Treaty limit (3%
of GDP), dropping to close to 2% in
2011, after 3.3% in 2010. However, the
need for fiscal consolidation remains
intact, given that public debt rose shar-
ply in 2010, due to stimulus measures
taken in response to the crisis, for the
first time exceeding 2 trillion euros
(83.2% of GDP). Hence, we expect
public debt to come down only gra-
dually, to around 80% by 2012. against
a Maastricht Treaty threshold of
60%._RG

Election timetable
> 2011 : two state elections in September (Mecklenburg-Vorpommen and Berlin)
> 2012 : one state election in May (Schleswig-Holstein)
>Autumn 2013: legislative elections

Executive and legislature
> Federal Republic
> Federal President: Christian Wulff (CDU)
> Chancellor: Angela Merkel (CDU), heading CDU-CSU-FDP coalition
> Bundestag (622 seats): CDU-CSU (239), FDP (93), SPD (146), Die Linkspartei (76),
Greens (68).
> Bundesrat : composed of members delegated by their respective state governments
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Forecasts

Country Exports Share of total
TOTAL 1,122 100.0%
of which, Euro zone 470 41.9 %
France 114 10.1 %
United States 75 6.7 %
Netherlands 75 6.6 %
UK 74 6.6 %
Italy 71 6.3 %
Country Imports Share of total
TOTAL 931 100.0%
of which, Euro zone 419 44.9 %
Netherlands 118 12.7 %
France 77 8.3 %
Belgium 67 7.2 %
China 64 6.9 %
Italy 55 5.9 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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Forecasts

Change over the period, unless otherwise indicated: * contribution to GDP growth
Sources : IHS Global Insight, Euler Hermes forecasts
GERMANY 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11

Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

Economic Forecasts

GDP 100% -4.7 3.5 3.2 1.9 0.8 0.4 1.5 0.4 0.3 0.3
Consumer Spending 56% -0.1 0.4 1.6 1.5 0.3 0.6 0.4 0.3 0.2 0.2
Public Spending 20% 2.9 1.9 1.6 1.0 0.8 -0.2 1.3 0.0 0.2 0.2
Investment 20% -10.0 5.7 7.9 3.8 1.5 -0.1 5.0 0.0 0.9 0.9
Construction 9% -1.3 2.6 5.1 2.4 -0.5 -2.6 6.2 -1.6 1.1 1.1
Equipment 10% -17.2 8.7 10.4 5.1 3.5 2.2 4.0 1.5 0.7 0.7
Stocks * -1% 0.1 0.6 -0.5 0.1 -0.2 -0.5 -0.5 0.4 0.0 0.0
Exports 51% -14.3 14.4 8.0 5.4 1.4 1.8 2.3 1.5 0.9 0.8
Imports 45% -9.4 12.8 6.7 6.2 0.8 0.8 1.5 2.2 1.1 1.0
Net exports * 5% -3.2 1.2 1.0 -0.1 0.3 0.6 0.5 -0.2 0.0 0.0
Current account ** 135 139 128 135
Current account (% of GDP) 5.6 5.6 4.9 5.0
Employment 0.0 0.5 1.0 0.7
Unemployment rate 7.8 7.4 6.9 6.6
Wages 2.4 1.7 1.9 2.5
Inflation 0.3 1.3 2.3 1.9
General government balance ** -72 -82 -55 -43
General government balance (% of GDP) -3.0 -3.3 -2.1 -1.6
Public debt (% of GDP) 74 83 82 81
Nominal GDP ** 2,395 2,494 2,603 2,714
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Household demand: lack of confidence
With the end of the stimulus factors
(auto scrapped premiums, the switch to
digital television, etc.), the surge in
prices (energy and food prices in the
early months of the year, plus the
traditional increases on July 1) and the
announcement of the rise in
unemployment in May, consumer
spending may suddenly slacken. An
improvement is expected, however, first
thanks to a consolidation in
employment, after several months of
good performances in temporary
employment and then a modest but
positive rise in wages. In the end,
however, the pace of household demand
may continue to be restrained by the
uncertainties affecting consumer
confidence and maintaining their
reluctance to drawn on their savings
(16% of disposable income).

Businesses: still cautious
After a sharp rise into Q1 2011, the
business climate largely eased back over
Q2 in all major sectors, although
remaining at levels still in line with
positive albeit slower GDP growth. The
easing is confirmed by a number of
economic indicators. Even so, this more
gradual rise in activity and in capacity
utilisation rates, in a still good financing
environment, should continue to fuel
the revival in investments begun in 2010
(although focused on productivity).
Construction is expected to follow, with
an increase in housing starts.

France
Recovery is continuing but still facing obstacles

Overview
The sharp acceleration in the French
economy in Q1 2011 is good news,
consolidating its recovery (+3.2% since
Q1 2009) and correspondingly
increasing the base effect for growth
(1.5%) for 2011. However, this is partly
due to non-renewing factors (auto
scrappage premiums, inventory
building, and a bounce-back in output
after a fourth quarter of 2010 disrupted
by strikes and bad weather conditions).
Moreover, signs of easing increased in
the second quarter of 2011, including on
the consumption side. The slowdown
should prove temporary, but it should
give way to only modest growth to the
end of the year (+0.3% per quarter or
1.8% for the full year), despite good
investment and a recovery in
employment. The year 2012 should see a
strengthening in growth (averaging
+0.5% per quarter), despite the
slowdown in public spending.

External sector: becoming more neutral
over the quarters
After a sharp rebound in 2010 (+9.4%),
confirmed over Q1 2011, exports should
gradually respond to the easing in world
trade, and particularly to the weakening
of demand from European partners with
austerity programmes in force, followed
by a slight recovery in 2012. A fairly
similar picture will be seen for§
domestic demand, which will benefit on
the import side (28% of GDP in 2010) and
should limit the size of the negative
growth impulse from foreign trade in
coming quarters (but not on the annual
figures). France’s trade and current
account deficits should nonetheless
continue to increase.

Executive and legislature
> President: Nicolas Sarkozy
> Prime Minister: François Fillon
> National Assembly (577 seats): UMP (313),Various parties of the right (9), New
Centre (22), Socialist Party (186), Communist Party (16), PRG (7), others (6)

Election timetable
> September 2011: Senatorial election
> 2012: presidential election > 2012: legislative elections

Politics and budgets: consolidation fairly
in line with commitments
The year 2010 ended with a greater
reduction in the deficit (finally
established at 7% of GDP) higher than
initially forecast in the draft Budget Law.
The year 2011 will be helped by a
technical effect (the end of stimulus
measures) and by stronger nominal
GDP growth than expected last year. The
government’s deficit target (revised
from -6% to -5.7%), however, might not
be met, should GDP growth in the end
fall short of the forecast growth figure of
2%. The same applies for 2012, an
election year. Such a path of public
finances remains relatively sustainable,
but any drift seen to reflect government
inability to meet its commitments may
stoke concerns in the financial markets,
in the event of any worsening and
spread of the crisis over sovereign
debt._KB/MI/ML
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Forecasts

Country Exports Share of total
Total 484 100 %
of which, Euro zone 233 48.2 %
Germany 77 15.9 %
Italy 40 8.2 %
Spain 38 7.8 %
Belgium 36 7.4 %
UK 34 7.0 %
Country Imports Share of total
Total 560 100 %
of which, Euro zone 321 57.3 %
Germany 109 19.4 %
Belgium 65 11.6 %
Italy 45 8.0 %
Netherlands 40 7.1 %
Spain 37 6.7 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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Forecasts

Change over the period, unless otherwise indicated: * contribution to GDP growth ** euro billions
Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

FRANCE 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11

Economic Forecasts

GDP 100% -2.6 1.4 1.8 1.7 0.4 0.3 0.9 0.1 0.3 0.3
Consumer spending 59% 0.2 1.4 1.6 2.0 0.5 0.4 0.4 0.3 0.4 0.4
Public spending 25% 2.3 1.2 0.8 0.4 0.3 0.1 0.4 0.1 0.1 0.1
Investment 19% -8.8 -1.4 3.1 3.0 0.9 0.5 1.2 0.4 0.6 0.6
Construction 5% -8.8 -1.4 2.4 3.4 1.9 0.9 -0.2 0.6 0.6 0.6
Equipment 14% -8.9 -1.2 3.3 2.8 0.5 0.4 1.8 0.2 0.5 0.5
Stocks * 0% -1.3 0.5 0.8 0.0 0.5 -0.3 0.7 0.0 0.0 0.0
Exports 26% -12.2 9.4 6.2 6.7 2.0 0.7 1.8 1.3 1.4 1.4
Imports 28% -10.6 8.3 8.3 6.8 4.3 -0.4 3.0 1.7 1.6 1.5
Net exports * -2% -0.2 0.1 -0.7 -0.2 -0.7 0.3 -0.4 -0.1 -0.1 -0.1
Current account ** -29 -34 -55 -62
Current account (% of GDP) -1.5 -1.8 -2.8 -3.0
Employment -1.4 0.1 0.9 0.9
Unemployment rate 9.5 9.8 9.4 8.9
Wages 1.4 1.9 1.3 2.3
Inflation 0.1 1.5 2.0 1.6
General government balance ** -144 -135 -117 -111
General government balance (% of GDP) -7.6 -7.0 -5.9 -5.4
Public debt (% of GDP) 78 86 88 90
Nominal GDP ** 1,890 1,931 1,988 2,048
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still possible due to the relatively low
indebtedness of Italian households. In
the more medium term, household
demand should benefit from improving
fundamentals in the employment
market: Italy’s unemployment rate of
8.8% is lower than the Eurozone’s 9.9%,
reflecting a better resilience during the
crisis, and job creation is expected to
gradually resume. In this situation, price
constraints (high inflation) will
continue to weigh on purchasing power
growth: consumption is expected to
continue growing, but at a slower pace
of 0.8% in 2011 and 0.7% in 2012.

Businesses: slow improvement
For most key sectors (apart from
construction, still in the red), the trend
is fairly positive as reported in quarterly
national accounts. Similarly, the factors
supporting continuation of the
investment cycle remain positive:
margin rates nationally rose by 0.3
points since the end of 2009; capacity
utilisation rates in industry continue to
rise (at 74.3% in June), nearing the long-
term average (75.4%); and confidence
indicators have clearly improved,
despite a noticeable drop over Q2.
Overall, the outlook is improving, but
only hesitantly, for businesses.

Politics and budgets: the major risk
After its recent losses, the Berlusconi
government has been weakened on two
fronts. Domestically, it needs to show its
ability to maintain a stable political and

Italy
A slippery slope

Overview
The recovery in activity continues, but
the slope could become more slippery
with the growing tensions over
sovereign debt. Our central forecast
remains one of modest growth in the
medium term (+0.9% in 2011 and +1% in
2012), after a slowdown in Q1 2011,
largely due to stocks. This recovery
should arise more, first, from domestic
demand first, and then, gradually, from
the external trade sector, via slowing
imports. The private sector, with a
relatively low rate of indebtedness for
the Eurozone, should be the main actor
in this. Households should keep
increasing their spending, by cutting
their rate of savings and by recourse to
credit. As for businesses, with a recovery
in revenues in 2010 under their belts,
they should continue their investment
expenditure. The major risk will be on
the public sector front, with the Italian
government having to continue efforts
to reassure the financial markets.

External sector: a potential source of
growth
Italy’s foreign trade sector has been in
structural deficit since 2003, and
reversing the trend will take time. A
gradual improvement should, however,
arise through a slowing in the rate of
import growth, given the slow pace of
consumption. Exports will be more
dynamic, despite the risks of a lessened
performance due, on the one hand, to
the process of de-industrialisation
undertaken in the decade prior to the
crisis: the industrial sector (excluding
energy) lost 4 percentage points of value
added, and due, on the other hand, to
the impact of increased wage costs.

Household demand: only just positive
In the short term, household demand
should be supported by a lower savings
rate and by recourse to credit, the latter

Election timetable
> 2013: Parliamentary and presidential elections

Executive and legislature
> Prime Minister: Silvio Berlusconi (People of Freedom, 29 April 2008)
> Chamber of Deputies (630 seats): after elections of 14 April 2008, there were 344
seats on the right, including People of Freedom and Northern League . The left had
246 seats, including the centre-left Democratic Party and Italy of Values
> Senate (315 seats): Right, 174 seats; left, 132 seats ; Others : 9 seats

social environment despite facing
strong opposition. On the external front,
it needs to reassure international
investors by proving its commitment to
fiscal consolidation. With a public debt
of around 120% of GDP, Italy is in the
second division in the rankings of
European countries. The relative
confidence enjoyed by Italy in the
markets, notably because of its
relatively low public deficit (at 4.6% of
GDP, versus 6% for the Eurozone) and
due also to its low private sector debt, is
being called into question by having its
bond ratings placed under review by
rating agencies (Moody’s and Standard
& Poor's), stoking concerns over Italian
debt. The adoption in late June and early
July of further consolidation measures
(€48 billion in savings over four years)
should ease the financial pressures.
Already approved as a matter of urgency
by the country’s legislature, it still needs
to be judged as credible in the face of
Italy’s limited growth prospects, and for
the short-term pressures surrounding
Greek and Portuguese sovereign debt to
become normalised and not spread
further._MI



Change over the period, unless otherwise indicated: * contribution to GDP growth ** euro billions
Sources : IHS Global Insight, Euler Hermes forecasts
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Forecasts

Country Exports Share of total
Total 405 100 %
of which, Euro zone 172 42.6 %
Germany 51 12.6 %
France 47 11.6 %
United States 24 5.9 %
Spain 23 5.7 %
UK 21 5.1 %
Country Imports Share of total
Total 410 100 %
of which, Euro zone 185 45.1 %
Germany 68 16.7 %
France 36 8.8 %
China 27 6.5 %
Netherlands 23 5.6 %
Spain 18 4.3 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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Forecasts

ITALY 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11

Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

Economic Forecasts

GDP 100% -5.2 1.2 0.9 1.0 0.3 0.1 0.1 0.3 0.3 0.2
Consumer Spending 61% -1.8 1.0 0.8 0.7 0.4 0.3 0.2 0.1 0.1 0.1
Public Spending 21% 1.0 -0.6 -0.3 -0.6 -0.3 -0.6 0.5 -0.3 -0.1 -0.2
Investment 20% -12.0 2.3 1.1 2.7 0.6 -0.8 0.1 0.6 0.6 0.8
Construction 9% -8.6 -3.7 0.2 0.4 1.0 -1.2 0.4 0.1 0.2 0.3
Equipment 10% -15.1 8.5 2.0 4.7 0.3 -0.5 -0.2 1.0 1.0 1.2
Stocks * 1% -0.7 0.8 0.8 0.0 0.5 0.9 -0.3 0.2 0.0 0.0
Exports 26% -18.4 8.9 6.7 6.0 2.8 0.4 1.4 1.4 2.3 2.0
Imports 28% -13.8 10.3 7.6 5.1 4.5 2.8 0.7 1.4 1.6 1.6
Net exports * -2% -1.2 -0.5 -0.4 0.1 -0.5 -0.7 0.2 0.0 0.1 0.1
Current account ** -30.3 -53.5 -59.0 -54.6
Current account (% of GDP) -2.0 -3.5 -3.7 -3.3
Employment -1.5 -0.7 0.0 0.5
Unemployment rate 7.8 8.4 8.7 8.2
Wages 3.1 2.0 2.2 2.0
Inflation 0.7 1.6 2.7 1.9
General government balance ** -82.0 -71.2 -65.3 -55.7
General government balance (% of GDP) -5.4 -4.6 -4.1 -3.4
Public debt (% of GDP) 116.1 119.0 119.8 120.5
Nominal GDP ** 1,519 1,548 1,593 1,639
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Spain
Not yet out of the woods

Overview
The trend is still weak: recovery is
underway, but GDP growth is sluggish.
Domestic demand has deteriorated (at
90% of its 2008 peak) and should
remain so in the short term, due to
weak domestic fundamentals.
Household consumption (59% of GDP in
2010) suffers from record unemploy-
ment (a fifth of the workforce) and from
negative real wages. Investment is held
back by the lacklustre outlook, particu-
larly in construction. Budgetary levers
can no longer be used, with Spain
under the microscope of financial mar-
kets and under pressure from European
institutions to consolidate its public
finances. Foreign trade, which helped
soften the blows that came during the
crisis, is the only genuine engine availa-
ble to assist recovery. In this environ-
ment – and apart from any new finan-
cial shocks (worsening of market
pressures, as in the cases of Greece and
Portugal) and apart from any social
shocks (continued social protests) –
the Spanish economy should continue
recovering, but at a much lower rate of
growth (+0.7% in 2011 and +1% in 2012)
than before the crisis (+3.5% over the
previous decade).

External sector: the engine of recovery
The external component is key to revival
in GDP growth, but it remains fragile,
helped up to now by much slower
growth in imports (in line with the ero-
sion in domestic demand) than in
exports. Structurally, the country is still
paying for the excesses of the pre-crisis
period (a surge in unit wage costs com-
pared to its main trading partners and
competitors). However, a paradigm shift
is taking shape, with the current situa-
tion showing a relative improvement in
competitiveness (a fall in payrolls and a
rise in productivity), alongside recovery

Election timetable
> 2012: legislative elections

Executive and legislature
> Constitutional monarchy
> Head of State, King Juan Carlos I
> Prime Minister: José Luis Rodriguez Zapatero (PSOE)
> Congress of Deputies (350 seats): Spanish Socialist Workers’ Party (PSOE, 169);
People’s Party (PP, 153); Catalan ‘Convergence and Unity’ (CiU, 11); Republican Left of
Catalonia (ERC, 3); United Left (IU, 2), Basque Nationalists (PNV, 6), Galician Nationalist
Bloc (BNG, 2), Union, Progress and Democracy (UPyD, 1), Canary Islands Coalition (CC, 2),
Navarre Yes (NB, 1)

in the industrial sector and an increase
in the number of agents involved in
exports (+2% between 2009 and 2010).

Household demand: weak but holding
Household demand is growing only very
slightly, slowed by the poor state of the
jobs market and tough credit condi-
tions: unemployment has risen to a
record 21%, more than twice as high as
the Eurozone average (9.9%), and pur-
chasing power is depressed by the rise in
inflation. Household borrowing is not
increasing, given the already high
indebtedness of Spanish households
(equivalent to nearly 85% of GDP in 2010).
In addition, households continue to
draw on their savings (down by 5 percen-
tage points of gross disposable income, to
13%, between 2009 and 2010). This
unsustainable situation can only be
temporary, but it could persist until the
unemployment trend shifts, something
hardly possible before the economy sees
a return to job-creating growth (2012).

Businesses: slight improvement
Apart from construction, the outlook is
improving in most sectors (industry
and services) in terms of short-term
indicators, with the beginnings of reco-
very in retail sales (+2% in April) and a
continued recovery in industry (+1.1%
on annual average). Profitability indi-
cators are good: over one year, margin
rates nationally were up by 1 point, to

48%, in Q1, and financing capacity over
the same period was up by 1.2%.
However, the manner in which this
develops remains quite uncertain,
given the lack of both private and
public sector domestic buyers, and this
could prolong businesses’ hesitancy to
invest, at time when the rate of invest-
ment itself continues to contract (-6.6%
on annual average).

Politics and budgets: austerity
Faced by pressures from the financial
markets, Spain’s government has tou-
ghened up its plans for fiscal consoli-
dation, while its 2010 results showed a
better than expected deficit of 9.2% of
GDP, against a previously forecast
9.8%. The government is committed to
achieving most of its budget adjust-
ments by 2011 (trimming the deficit by
3.2 points, against 2.3 points in the pre-
vious plan) before moving on to cut the
deficit by 1.5 percentage points in both
2012 and 2013. Meeting this target,
however, looks hard to achieve, given
the weak nature of the country’s eco-
nomic recovery. Our growth forecast is
lower than that set forth by the
Spanish government, and we expect a
deficit of close to 7% of GDP 2011 and
5.8% of GDP in 2012._MI
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Forecasts

Country Exports Share of total
Total 218 100 %
of which, Euro zone 123 56.6 %
France 42 19.3 %
Germany 24 11.1 %
Portugal 20 9.2 %
Italy 18 8.2 %
UK 13 6.2 %
Country Imports Share of total
Total 288 100 %
of which, Euro zone 147 51.1 %
Germany 43 15.0 %
France 37 12.8 %
Italy 21 7.2 %
China 17 5.8 %
Netherlands 15 5.2 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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SPAIN 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11

Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

ForecastsChange over the period, unless otherwise indicated: * contribution to GDP growth ** euro billions
Sources : IHS Global Insight, Euler Hermes forecasts

GDP 100% -3.7 -0.1 0.7 1.0 0.0 0.2 0.3 0.3 0.0 0.1
Consumer Spending 59% -4.3 1.3 0.6 0.8 -1.0 0.3 0.0 0.6 0.3 0.0
Public Spending 22% 3.2 -0.7 -0.8 -1.3 -0.7 -0.7 1.4 -1.0 -1.2 -1.0
Investment 21% -16.0 -7.6 -4.4 0.8 -2.8 -1.4 -1.4 -0.5 -0.1 -0.1
Construction 11% -11.9 -11.1 -8.8 -1.7 -2.9 -3.1 -2.5 -1.9 -1.1 -1.2
Equipment 11% -20.0 -3.7 0.1 3.2 -2.6 0.2 -0.4 0.9 0.8 0.8
Stocks * 3% -1.1 -0.1 -0.1 0.0 -0.3 -0.1 0.0 0.0 0.0 0.0
Exports 31% -11.6 10.3 11.2 5.2 0.5 3.9 5.0 2.0 0.5 2.0
Imports 35% -17.8 5.4 5.2 3.1 -4.3 1.6 3.9 1.3 0.2 0.8
Net exports * -4% 3.5 1.1 1.6 0.6 1.7 0.6 0.2 0.2 0.1 0.4
Current account ** -54 -48 -48 -45
Current account (% of GDP) -5.2 -4.5 -4.4 -3.9
Employment -6.8 -2.3 -1.5 0.6
Unemployment rate 18.0 20.1 21.0 20.2
Wages -2.7 -1.5 0.7 1.5
Inflation -0.2 2.0 2.9 2.0
General government balance ** -117 -98 -77 -66
General government balance (% of GDP) -11.1 -9.2 -7.0 -5.8
Public debt (% of GDP) 53 60 66 70
Nominal GDP ** 1,054 1,063 1,101 1,134

Economic Forecasts
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domestic demand – with also a limited
impact on the trade and current account
balances, both of which will remain in
surplus.

Household demand: weak until 2010
After a sharp drop through all of 2009 (-
2.5%), household consumption
remained chaotic across the quarters of
2010, with alternating stagnation, rises
and falls during the year, which in the
end posting only an limited recovery in
overall volumes (+ 0.7% between the end
of 2009 and March 2011). Falls in the
number of unemployed and the
unemployment rate triggered in mid-
2010, following a relatively modest
deterioration during the crisis, have
given only little stimulus to household
consumption, despite a noticeable
revival in confidence. The surge in
inflation, wage restraint accords and
austerity measures (including a wage
freeze for civil servants), along with
household indebtedness and the wealth
effect impact of falling house prices and
share prices are all constraints that will
disappear only gradually.

Businesses: looking for sales
Export-oriented businesses (in industry
and services) have benefited more from
the recovery in activity than businesses

Netherlands
Poor domestic demand

Overview
Despite further acceleration in Q4 2010
and Q1 2011, marking seven successive
quarters of growth (+4.3% overall), the
Dutch economy has yet to return its pre-
crisis levels (given that the economy
contracted by 5.3% over five quarters)
and already faces the possibility of
slowing. One of the three main engines
behind its revival has now run its course:
the played its role: namely, the inventory
cycle, has now finished normalising
after considerable adjustments. The
other two engines have for their part
begun to gradually lose steam. The first
of these is, support from public
spending, with the end of stimulus
measures and, on top of this, the
implementation of fiscal consolidation.
The second is the country’s strong
exports, which now face the slowdown of
global demand. For its part, and with the
exception of productive investment,
domestic demand is slow to take over
the reins: household consumption and
investment should only recover more
strongly in 2012. In this context, GDP
growth will remain limited, both in 2011
(+2% after +1.8% in 2010) despite a
significant base effect (+1.7% at the end
of March) and in 2012 (+1.6%).

External sector: slowing ahead
By mid-2010, Holland’s exports had
quickly exceeded their pre-crisis
quarterly levels both by volume and
value, contributing a major 63% share of
the country’s economic growth in 2010.
But there will be no escaping the slowing
in European trade and more broadly in
world trade, since its exports are mostly
re-exports (direct resulting from the
country’s massive port and logistics
infrastructure base and from its
production of commodities (oil and gas).
The net effect on GDP growth, however,
will be limited – thanks to lacklustre

Election timetable
> 2014: legislative elections

Executive and legislature
> Constitutional monarchy with parliamentary government
> Prime Minister : Mark Rutte (VVD),
> Minority coalition government
> Parliament (second chamber or ‘Tweede Kamer’, with 150 seats): VVD (Liberals, 31),
PvdA (Labour, 30), PVV (extreme right, 24), CDA (Christian Democrats, 21), Socialists
(SP, extreme left, 15), Green Left (GL, 10), D’66 (centrist reformers, 10), Christian Union
(5), others (4)

more oriented towards household
demand, such as those in retailing and,
especially, construction. The general
trend, however, is good, with
improvement in the leading indicators
(industrial output, capacity utilisation
rates, etc.) and in advanced indicators
(order books, outlook, etc.), despite a
weakening in Q2 and a clear upturn in
profits nationally (at the start of 2011
almost back to their pre-crisis quarterly
peak), combined with a fall in
insolvencies (-8.5% over 12 months to
the end of May). Productive investment
and employment should recover
gradually.

Politics and budgets: aiming or
consolidation
After months of difficult negotiations to
form a new government, the new
minority coalition government of the
VVD and CDA – with parliamentary
support from the PVV based on the
‘Freedom and Responsibility’ agreement
– public has implemented a
programme to rapidly restore public
finances. The purpose of the new
austerity plan (€15 billion over four
years) is to cut the deficit to below 1% of
GDP by 2015 (against -5.4% in 2010),
particularly via caps on expenditure._ML



Change over the period, unless otherwise indicated: * contribution to GDP growth ** euro billions
Sources : IHS Global Insight, Euler Hermes forecasts
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Forecasts

Country Exports Share of total
Total 499 100 %
of which, Euro zone 304 60.9 %
Germany 127 25.5 %
Belgium 62 12.5 %
France 46 9.3 %
UK 41 8.2 %
Italy 25 5.1 %
Country Imports Share of total
Total 446 100 %
of which, Euro zone 165 37.1 %
Germany 77 17.2 %
China 52 11.6 %
Belgium 39 8.7 %
United States 35 7.8 %
UK 25 5.7 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

Economic Forecasts

GDP 100% -3.9 1.8 2.0 1.6 0.1 0.7 0.9 0.1 0.3 0.4
Consumer Spending 46% -2.5 0.4 0.3 0.9 0.1 0.5 -0.5 0.4 0.2 0.2
Public Spending 26% 3.7 1.5 0.2 -0.4 0.5 -0.1 0.0 -0.1 -0.2 -0.2
Investment 18% -12.7 -4.8 8.6 1.7 -2.9 0.5 9.8 -1.9 0.5 0.5
Construction 8% -8.7 -19.5 10.8 1.0 -2.8 -1.8 16.3 -3.0 0.4 0.4
Equipment 10% -16.6 11.3 6.8 2.4 -3.0 2.4 4.8 -1.0 0.5 0.5
Stocks * 0% -0.8 1.0 -0.4 0.0 -1.4 -0.5 0.7 -0.3 0.0 0.1
Exports 88% -7.9 10.9 3.7 4.9 1.7 1.9 -0.2 0.5 0.8 1.0
Imports 79% -8.5 10.5 3.3 4.2 -0.4 1.0 1.5 -0.2 0.7 1.0
Net exports * 9% -0.2 1.1 0.7 0.9 1.9 0.9 -1.4 0.6 0.2 0.1
Current account ** 28 42 41 43
Current account (% of GDP) 4.9 7.1 6.7 6.8
Employment -0.5 -1.1 0.8 0.7
Unemployment rate 4.8 5.5 5.1 4.8
Wages 2.8 1.2 1.2 1.8
Inflation 1.0 1.0 2.2 1.7
General government balance ** -31 -32 -24 -15
General government balance (% of GDP) -5.5 -5.4 -3.9 -2.3
Public debt (% of GDP) 61 63 64 65
Nominal GDP ** 572 591 613 635
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Household demand: buoyed by employ-
ment and wage rises
The fundamentals are fairly positive.
The jobs market should continue its
consolidation: Belgium’s recovery was
first brought a rapid return to net job
creation (after only a limited decline
during the crisis thanks to the possibili-
ties offered by flexible working hours
and temporary lay-offs), with a fall in
the unemployment rate after mid-2010
(with a time delay, in line with the
continued increase in the workforce).
The rise in inflation, to more than 3% pa
in H1 2011, should act as only a small
brake on rising consumer confidence: it
will be offset, at least in part this year
and above all in 2012, by automatic
indexing mechanisms (on wages and
benefits), and by a likely fall in the rate
of savings.

Businesses: in a better position
The recovery in activity has spread to
the entire economy, starting first in ser-
vices (70% of GDP) and industry, and
then more recently, but less strongly in
construction. Accompanying this has
been a major improvement in confi-
dence indicators, mostly to pre-crisis
levels (before a deterioration in Q2) and
an overall rise in profits. But all this has
yet to reverse the uptrend in insolven-
cies (due to rising wages and produc-

Belgium
The economic crisis is past, the political crisis remains

Overview
With eight consecutive quarters of
expansion in the Belgian economy is
part of the small circle of developed
countries to have reached and exceeded
(by +0.4%) their record pre-crisis levels of
quarterly GDP. Moreover, the growth
posted in Q1 2011 (+1.1% qtr/qtr), by
increasing the base effect for yearly
growth (to +1.8% at the end of March),
raises the prospects of a better
performance in 2011 (+2.3%) than in
2010 (+2.1%). Nonetheless, some loss of
impetus is expected by the end of the
year. Admittedly, domestic demand
should continue to consolidate, thanks
to resilient consumption and to recovery
in private investment, but the impulse
from public expenditure is
compromised, as is that from external
demand, which played a key role from
the onset of recovery, contributing to 70%
of the recovery in GDP, but which now
promises to be less buoyant. GDP growth
in 2012 (+1.9%) should be a degree lower
than this year, but still higher than in the
Eurozone.

External sector: at the heart of the slow-
down
Parallel to the revival in global demand,
there has been renewed dynamism in
exports of goods and services since the
crisis, (10.6% in 2010) driven by
Germany. This is all the more key to
Belgium given the massive importance
of its external sector: exports accoun-
ted for 80% of GDP in 2010 have contri-
buted on a net basis to more than 50%
of its recovery. The global slowdown,
the country’s relative loss of competiti-
veness (higher wage and input costs)
and the delayed effects of the apprecia-
tion in the euro are likely to moderate
export growth in 2011 and 2012,
although their net contribution to
growth, while lower, will remain posi-
tive.

Election timetable
> 2014: legislative elections

Executive and legislature
> Federal constitutional monarchy
> Head of State: King Albert II (since 1993)
> Prime Minister: Yves Leterme (since November 2009 – resigned April 22, 2010 but
serving as caretaker in the post)
> Chamber of Representatives (150 seats), New Flemish Alliance (N-VA, 27 seats),
Socialist Party (PS, 26, Francophone), Flemish Christian Democrats (CDV, 17), Reformist
Movement (MR, 18, Francophone), Socialist Party – Different (SP.A, 13, Flemish), Open
Flemish Liberals and Democrats (Open VLD, 13), Flemish Interest (VB, 12), Humanist
Democratic Centre (CdH, 9, Francophone), Ecolo (8), List Dedecker (1), Popular Party (1)
> Senate (74 seats) total, of which 40 elected, of which: N-VA (9), PS (7), CD&V (4), SP.A
(4), MR (4), Open VLD (4), VB (3), Ecolo (2), CDH (2), Groen! (1)

tion costs). However the good outlook,
notwithstanding the prospects of
moderating growth, should continue to
put pressure on production capacities
and, with the aid of bank financing
(+4.7% pa at the end of May) should fuel
tae recovery in investment, after two
consecutive years of contraction (-11%
between mid-2008 and mid-2010).

Politics and budgets: a record period
without a government
As it did in 2010 (-4.1%, against -5.9% in
2009), Belgium’s economic recovery
should help contain the fiscal deficit in
2011, especially since the failure to
form a government following the elec-
tions of June 2010 has in practice resul-
ted in a fiscal tightening, allowing only
the running of day-to-day matters
(under the “douzièmes provisoires”
system of month-by-month budgeting,
based on 2010 budget figures). But the
prolonged political impasse renders
any measures of adjustment and struc-
tural reform unlikely, while public debt
is one of the highest in the Eurozone
(97% of GDP in 2010, against 84% in
2007), and risks stoking worries over
long term sustainability of Belgium’s
public finances, especially given the
costs implicit in the country’s ageing
population._ML



Change over the period, unless otherwise indicated: * contribution to GDP growth ** euro billions
Sources : IHS Global Insight, Euler Hermes forecasts
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Forecasts

Country Exports Share of total
Total 370 100 %
of which, Euro zone 232 62.6 %
Germany 72 19.6 %
France 66 17.7 %
Netherlands 44 11.8 %
UK 27 7.2 %
United States 20 5.4 %
Country Imports Share of total
Total 352 100 %
of which, Euro zone 214 60.8 %
Netherlands 63 17.9 %
Germany 60 17.1 %
France 41 11.7 %
Ireland 22 6.3 %
United States 20 5.7 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts
Economic Forecasts

GDP 100% -2.7 2.1 2.3 1.9 0.4 0.5 1.1 0.3 0.2 0.4
Consumer Spending 53% -0.2 1.6 1.6 1.7 0.5 0.6 0.2 0.3 0.4 0.5
Public Spending 26% 1.0 0.8 1.0 0.3 0.2 0.1 0.6 0.0 0.0 0.1
Investment 19% -6.1 -1.4 3.0 2.9 0.5 0.5 1.1 0.7 0.5 0.7
Construction 6% -3.0 -2.5 1.3 1.9 0.3 0.5 0.1 0.4 0.4 0.4
Equipment 13% -7.5 -0.9 3.7 3.3 0.7 0.5 1.5 0.8 0.6 0.8
Stocks * 0% -1.0 -0.4 0.1 -0.1 -0.9 1.3 0.1 -0.2 -0.8 0.8
Exports 84% -11.4 10.6 6.8 4.7 0.2 2.3 2.3 1.1 0.8 0.9
Imports 82% -10.9 8.4 6.3 4.4 -0.8 3.9 1.7 0.9 0.0 1.9
Net exports * 2% -0.5 1.7 0.6 0.4 0.9 -1.2 0.5 0.2 0.7 -0.8
Current account ** 2 5 4 6
Current account (% of GDP) 0.4 1.4 1.0 1.6
Employment -0.8 1.7 1.8 0.7
Unemployment rate 7.9 8.3 7.6 7.4
Wages 2.6 0.5 2.5 2.8
Inflation 0.0 2.3 3.2 2.2
General government balance ** -20 -14 -14 -15
General government balance (% of GDP) -5.9 -4.1 -3.7 -3.9
Public debt (% of GDP) 96 97 97 98
Nominal GDP ** 339 353 371 387



30

Economic Outlook no. 5 | 2011 - Global Macroeconomic ReviewEuler Hermes

costs that should improve the competi-
tiveness of the country. Moreover, struc-
tural reforms in terms of trade liberali-
sation (with reduced customs barriers
from Q3 2011) should help growth in
foreign trade.

Household demand: flagging
Despite a surge in early 2011, following
an almost 9% fall over the previous
three quarters (to the lowest quarterly
level since late 2005), consumer spen-
ding will remain at low levels for several
quarters more, given that the funda-
mentals are durably negative: these
include consumer confidence, finan-
cing, and purchasing power – the latter
hit by wage cuts, tax increases and
inflation that remains high despite an
easing due to VAT base effects and an
easing in commodity prices. Moreover
employment is down, and the jobless
rate has risen rapidly (to close to 15% in
mid-2011).

Businesses: still weakened
The outlook is hardly favourable, given
that every sector is in difficulty and that
output, for the most part for the domes-
tic economy, has borne the full brunt of
the fall in domestic demand, already
taking capacity utilisation rates to very
low levis. In this context, the priority for
businesses is a financial one: to safe-
guard their margins and ensure their
own survival. However, the rapid imple-

Greece
Only a temporary stay: gaining time is not enough

Overview
In an extremely tense socio-political
context, the adoption in late June of a
drastic austerity plan was vital for
unblocking EU and IMF funds and for
Greece averting default on payments in
the short term. However, this is far from
guaranteeing the rescue of the country,
which has further work to do to achieve
durable solvency at a time when its eco-
nomy is mired in crisis. All its economic
agents are in great difficulty. The state
needs both to deal with the debt crisis
and to reassure a population that is
increasingly hostile to its policies.
Households have no option but to cut
their spending, constrained by the fall
in their purchasing power and the
severe deterioration in the jobs market.
Businesses whose activity is chiefly
directed at domestic demand are obli-
ged to adjust. In this context, Greece’s
growth prospects will come only from
its foreign trade sector in the short
term, and in the future from the suc-
cess of its structural reforms. The eco-
nomy will not avoid a sharp contraction
in 2011 (-3.6%) after already sharp
declines in 2009 and 2010 (-7%). follo-
wed by a possible stabilisation in 2012.
But every point of the steps set out in
the various plans will also be the occa-
sion for tensions surrounding its sove-
reign debt.

External sector: from shock absorber to a
source of growth
As in 2010. when it posted a positive
(+2.3 percentage points) growth
impulse, foreign trade promises to be
the only support for growth in 2011, and
to an even greater extent (+3.8 points)
given a further fall imports in line with
that expected drop in domestic
demand. Exports could also, however,
become a source of growth in the
medium term. On the one hand, the fall
in wages will bring a drop in labour

Election timetable
> October 2013: legislative elections
>2015: presidential elections

Executive and legislature
> President (elected by the Parliament): Karolos Papoulias (PASOK), in office since
2005 and re-elected in February 2010
> Prime Minister: George Papandreou (PASOK), since October 2009
> Parliament (300 seats): New Democracy (ND, 91 seats), Panhellenic Socialist
Movement (PASOK, 160), Communist Party of Greece (KKE, 21), Popular Orthodox
Rally (LAOS, 15)

mentation of reforms recommended by
the EU and the IMF –in particular priva-
tisations, trade liberalisation and grea-
ter openness to international investors
– should assist (in the absence of any
additional sovereign debt tensions) in
gradually improving investment
(excluding construction) during 2012.

Politics and budgets: extreme risks
Sovereign risk is at its height and will
probably remain so for a prolonged
period. The pressures that have been
eased, for now, with the approval of
additional austerity measures (€28 bil-
lion in savings between 2012 and 2015
and €50 billion from privatisations),
and which allow access to the fifth
tranche of the IMF and EU aid, could
resurface at any future point of the
steps to be taken and each new assess-
ment by the rating agencies. The
socioeconomic risks are high, given the
recessionary impact of austerity mea-
sures on an already contracting domes-
tic demand, the worsening social ten-
sions, and a population already hard
hit by the crisis. In this environment,
the referendum on reforms promised
in autumn 2011 by Prime Minister
Papandreou looks politically to be a
risky exercise. _MI/ML
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Forecasts

Country Exports Share of total
Total 20 100 %
of which, Euro zone 7 35.6 %
Germany 2 11.1 %
Italy 2 11.0 %
Cyprus 1 7.3 %
United States 1 4.9 %
UK 1 4.4 %
Country Imports Share of total
Total 60 100 %
of which, Euro zone 31 51.2 %
Germany 8 13.7 %
Italy 8 12.7 %
China 4 7.1 %
France 4 5.7 %
Netherlands 4 3.8 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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Via the fall in
domestic demand

GREECE 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11

Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

ForecastsChange over the period, unless otherwise indicated: * contribution to GDP growth ** mds euros
Sources : IHS Global Insight, Euler Hermes forecasts

Economic Forecasts

GDP 100% -2.3 -4.4 -3.6 0.1 -1.6 -2.8 0.2 -0.6 -0.4 0.7
Consumer Spending 74% -1.8 -4.6 -2.5 -0.3 -0.8 -1.6 1.1 -0.2 -0.2 -0.1
Public Spending 19% 10.3 -8.3 -8.0 -6.2 0.4 1.1 -6.0 -3.0 -2.0 -1.0
Investment 17% -11.2 -16.5 -11.1 -0.2 -6.3 -3.0 -1.7 -1.7 -1.2 0.5
Stocks * 1% -2.8 1.6 -2.2 0.0 1.0 -4.7 -0.1 0.0 0.0 0.0
Exports 21% -20.1 3.8 1.0 3.8 -8.6 11.2 -4.4 1.5 1.0 1.0
Imports 32% -18.6 -4.8 -11.5 -2.3 -2.5 -3.6 -6.1 -0.1 -0.2 -2.2
Net exports * -10% 2.2 2.3 3.8 1.5 -1.1 3.4 0.9 0.4 0.3 0.9
Current account ** -25.8 -24.1 -20.1 -16.7
Current account (% of GDP) -11.0 -10.4 -8.9 -7.3
Employment -1.1 -2.7 -4.0 -0.5
Unemployment rate 9.5 12.5 15.7 16.8
Wages 1.2 -4.9 -3.9 -1.5
Inflation 1.3 4.7 3.4 1.0
General government balance ** -36.1 -24.2 -19.0 -17.5
General government balance (% of GDP) -15.4 -10.5 -8.4 -7.7
Public debt (% of GDP) 127 143 157 162
Nominal GDP ** 234.3 230.3 225.4 228.0
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External sector: a key driver
The trade figures are encouraging.
After a bad year in 2010, the trend is
towards recovery in the net growth
impulse from the external sector
(strongly positive in Q1). The country
has benefited from both a slight impro-
vement in demand from its main tra-
ding partners (for the most part, in the
Eurozone) and a sharp drop in imports
due to the easing in domestic demand.
The depreciation in the British pound
should help sustain the growth contri-
bution from the external sector.

Household demand: the weak link
Households are the most vulnerable
actors in the economy. Despite a timid
revival (+0.6%) for the full year 2010,
consumer spending has in fact started
to fall. In the first instance, this has
been due to a fall in real wages: while
employee income has grown steadily
in nominal terms, the acceleration in
inflation following the increases both
in VAT and in import prices has eaten
into consumer purchasing power.
Next, in the jobs market, net employ-
ment is struggling to recover, while
unemployment remains high (7.8%
against 7.7% in 2009). The govern-
ment’s fiscal austerity measures only
compound the difficulties. For the next
two years, there is little prospect of any
outright upturn capable of offsetting
the fall in household demand attribu-
table to the crisis (-3.2%)

United kingdom
Recovery by a hair’s breadth

Overview
The recovery continues, but at a slow
pace, and it will take time for the eco-
nomy to return to pre-crisis levels. The
UK economy ended 2010 with GDP
growth of 1.3%, below the consensus
expectation (at 1.7% in December 2010)
and lower than the 1.7% Eurozone
figure. The trend continued in Q1 2011
(+0.5% qtr/qtr) with, as expected, a
shift in the growth drivers towards
exports. Indeed, domestic markets
have been hit by a fall in household
consumption, by a slowdown in public
expenditure, and by weak investment.
GDP growth, which had been fuelled by
domestic demand in 2010 (with a posi-
tive growth impulse of 2.3 points),
should now rely more on the UK’s
export performance, along the lines of
the Q1 figures, but it will remain thus
dependent on demand in its trading
partners, which is also being hit by
austerity programs. In this environ-
ment, GDP should rise only modestly in
2011 (+1.4%) before a slight technical
acceleration in 2012 (+1.8%) due, for its
part, to a gradual recovery in invest-
ment.

Monetary policy: status quo
Despite strengthening inflationary
pressures, monetary policy continues
be dovish – by votes showing comforta-
ble (e.g., 7 to 2) majorities – and the
Bank of England’s lead rate remains
anchored at 0.5%. The main issue
remains the great weakness in domes-
tic demand and the upside pressures
on external demand. Inflationary pres-
sures are seen as transitory pheno-
mena – arising from increased com-
modity prices – that should ease in the
medium term.

Businesses: a key actor
Businesses are the only domestic eco-
nomic agents capable of consolidating
recovery: profitability indicators have
improved, with a clear gain in margin
rates nationally (+2 points for the year
to the end of March 2011), due to slo-
wing wage costs . Despite this, invest-
ment is struggling to revive, with a fur-
ther deterioration in the construction
outlook on the supply side (-3.4% in Q1
2011) and with uncertainty over
domestic demand. In this context,
businesses should continue taking a
cautious approach to investment in
2011 and 2012.

Politics and budgets: targets maintained
Initial fiscal targets were met, and the
government intends to maintain its
policy of austerity. Overall, the inten-
tions remain the same as stated in the
previous plan (with deficits of close to
8% and 7% in calendar years 2011 and
2012 respectively), with some adjust-
ments to the growth forecasts (2011
real growth revised from +3% to +1.7%,
and inflation forecasts revised from
1.5% to 3.9%). On trend, the deficit
should move towards the govern-
ment’s set targets, but an upward drift
cannot be ruled out, given the social
tensions (increase in the number of
protest actions) and the risks of a dete-
riorating economic outlook (especially
if businesses fail to invest)._MI

Election timetable
> June 2015 at the latest: General Election – UK law allows the Prime Minister leeway in
choosing the election date within a five-year term of office

Executive and legislature
> Constitutional Monarchy
> Prime Minister: David Cameron (Conservative)
> House of Commons (650 seats): Conservatives (306), Liberal Democrats (57),
Labour (258), others (29)



Change over the period, unless otherwise indicated: * contribution to GDP growth ** GBP billions
Sources : IHS Global Insight, Euler Hermes forecasts
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Forecasts

Country Exports Share of total
Total 353 100 %
of which, Euro zone 172 48.7 %
United States 52 14.7 %
Germany 39 11.1 %
France 28 8.0 %
Netherlands 27 7.8 %
Ireland 24 6.9 %
Country Imports Share of total
Total 482 100 %
of which, Euro zone 215 44.6 %
Germany 62 12.9 %
United States 47 9.7 %
China 43 8.9 %
Netherlands 33 6.9 %
France 32 6.6 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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UNITED KINGDOM 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11

Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

Economic Forecasts

GDP 100% -4.9 1.3 1.4 1.8 0.7 -0.5 0.5 0.4 0.4 0.6
Consumer Spending 65% -3.2 0.6 -0.5 0.6 -0.1 -0.3 -0.6 0.1 0.2 0.2
Public Spending 23% 1.0 0.8 0.3 -1.1 -0.5 0.4 1.0 -0.5 -0.5 -0.6
Investment 16% -15.3 2.9 -2.3 6.1 3.1 -1.8 -4.4 1.0 1.4 1.9
Construction 9% -13.7 0.2 -4.5 5.9 4.5 -5.2 -4.0 1.0 1.0 1.8
Equipment 7% -17.5 6.7 0.8 6.3 1.2 3.0 -4.9 1.0 2.0 2.0
Stocks * 0% -1.3 1.3 0.3 0.0 0.5 0.4 -0.4 0.0 0.0 0.0
Exports 27% -10.1 5.3 9.2 5.6 1.6 1.7 3.7 1.7 1.5 1.5
Imports 30% -11.9 8.5 2.3 2.8 1.9 3.2 -2.3 0.5 0.7 0.4
Net exports * -3% 0.9 -1.0 1.8 0.8 -0.1 -0.5 1.7 0.1 0.2 0.3
Current account ** -24 -36 -33 -30
Current account (% of GDP) -1.7 -2.5 -2.2 -1.9
Employment -1.8 0.6 0.7 0.8
Unemployment rate 7.7 7.9 7.8 7.5
Wages 1.4 2.4 2.0 2.8
Inflation 2.2 3.3 4.0 2.6
General government balance ** -159 -151 -121 -117
General government balance (% of GDP) -11.4 -10.4 -7.9 -7.3
Public debt (% of GDP) 68 78 86 90
Nominal GDP ** 1,395 1,454 1,531 1,600
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of 2006 and early 2007 against the euro,
cutting into Sweden’s export competi-
tiveness. The net contribution to real
growth will even so remain positive, as
will Sweden’s commercial and current
account balances.

Household demand: buoyed by record
employment
Household expenditure and invest-
ment sustained the country’s econo-
mic recovery, first, thanks to the impe-
tus of fiscal and monetary stimulus,
and then, since 2010, as continuous
improvement in the jobs market to
record volumes took hold of the reins.
The fundamentals – lower unemploy-
ment, improved confidence, lower
savings and better wages, etc. – offer a
continued good outlook, despite the
presence of some braking factors
(inflation, rising interest rates).

Businesses: well through the crisis
The strong recovery in activity (with
industrial output +17% against early
2009) helped to restore overall profita-
bility (with aggregate quarterly opera-
ting profit volumes exceeding pre-cri-
sis levels since Q3 2010), and brought a
halt to the upsurge in insolvencies (-
4.8% in 2010). It also brought a rapid
increase in capacity utilisation rates, to
well above the long-term average, hel-
ping recovery in investment and
employment. However, Q2 saw a clear
easing in confidence indicators

(Eurostat, PMI), although this was from
their high existing levels, pointing to
still positive but slightly less dynamic
export sales than in 2010, and also to
still solid turnover on the domestic
market, together enough to continue
the trend into 2012.

Politics and budgets: sound public
finances
Public finances quickly benefited from
the economic turnaround. They should
move into the black in 2011, a situation
that had been the norm since 1998
(apart from 2002-2003), before the
impact of the crisis on revenues and
before the implementation of stimulus
measures. This return to surplus, won
with no fiscal consolidation, gives
some leeway to Prime Minister
Reinfeldt, victor in the legislative elec-
tions in September 2010 but heading a
minority coalition government and so
needing forge alliances to pass various
pieces of legislation._ML

Sweden
Slowing, but after a spectacular revival

Overview
The Sweden’s economy has seen one of
strongest recoveries in the EU, with a
significant rebound following the bot-
tom of the world cycle (+9.5% at the
end of March 2011). This recovery,
achieved in particular in 2010 thanks
to the biggest expansion for two
decades (+5.4%), helped return GDP to
its pre-crisis level. The dynamic conti-
nued over H1 2011 and spread to the
entire economy, also strengthening the
Riksbank in its policy of monetary nor-
malisation initiated in mid- 2010. This
tightening and the slowing in the world
economy should help continue the
slowdown in the economy (which, des-
pite all, already posted growth of 0.8%
qtr/qtr in Q1 2011, with the same
expected for Q2) and take GDP growth
back to more sustainable rates.

Monetary policy: continued tightening
After the significant cuts in lead inte-
rest rates (-450 basis points) during
the crisis, the seven successive
increases made in the space of a year
(+125 bp, to 2% in July 2011) has cer-
tainly not brought the end of
Riksbank’s monetary tightening exer-
cises. The persistent dynamism of the
economy, alongside inflationary expec-
tations and a surge in inflation to a
yearly 3% in Q2 – against the official
target of 2% – are two clear reasons for
tightening the screws a few more
times.

External sector: still an engine
Exports rose by 10.6% in 2010, driving
recovery in the economy and accoun-
ted for an important share of output,
However, exports should see a signifi-
cant slowing due to the easing in world
demand and the appreciation in the
Swedish krona, which, in mid-2011,
was back at its high levels of summer
2008 against the dollar and of the end

Executive and legislature
> Parliamentary constitutional monarchy
> Head of State: King Carl XVI Gustaf (since 1973)
> Prime Minister: Fredrik Reinfeldt(since 2006)
> unicameral legislature - Riksdag (349 seats): Social Democrats (112), Moderate
Party (formerly the ‘Right-wing Party’, 107), Green Party (25), Liberal People’s Party
(24), Centre Party (23), Swedish Democrats (20), Left Party (ex-communists, 19)
Christian Democrats (19)

Election timetable
> September 2014: legislative elections



Change over the period, unless otherwise indicated: * contribution to GDP growth ** SEK Bn
Sources : IHS Global Insight, prévisions Euler Hermes
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Forecasts

Country Exports Share of total
Total 131 100 %
of which, Euro zone 50 38.1 %
Norway 14 10.6 %
Germany 13 10.2 %
UK 10 7.4 %
Denmark 10 7.3 %
Finland 8 6.4 %
Country Imports Share of total
Total 120 100 %
of which, Euro zone 55 45.9 %
Germany 21 17.9 %
Denmark 11 8.9 %
Norway 10 8.7 %
Netherlands 7 6.2 %
UK 7 5.6 %

Trading partners

Advanced indicator of the economy GDP

Current account balance
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SWEDEN 2010 2009 2010 2011 2012 09 10 12 10 03 11 06 11 09 11 12 11

Sources : IHS Global Insight, Euler Hermes forecasts

GDP in % annual average Quarterly change, in %

as % of GDP

Sources : IHS Global Insight, Euler Hermes forecasts

Sources : IHS Global Insight, Euler Hermes forecasts

*USD billions: exports (FOB), imports (CIF)
12 month cumulative figures to end of December 2009
Sources : IHS Global Insight, IMF

Forecasts

Economic Forecasts

GDP 100% -5.3 5.4 4.4 2.5 1.9 1.6 0.8 0.6 0.6 0.6
Consumer Spending 48% -0.4 3.4 2.6 2.5 0.9 0.9 0.4 0.7 0.8 0.7
Public Spending 27% 1.6 2.0 1.3 0.9 0.2 1.0 -0.2 0.2 0.3 0.3
Investment 18% -15.3 5.9 6.8 3.7 3.3 1.8 1.6 1.1 1.0 0.8
Construction 13% -9.2 4.4 7.5 3.7 3.6 2.9 1.9 1.0 1.0 0.8
Equipment 5% -27.5 9.8 5.1 3.6 2.6 -0.6 1.0 1.5 1.0 0.7
Stocks * 1% -1.8 2.1 1.3 0.0 0.3 0.4 0.6 0.0 0.0 0.0
Exports 50% -13.2 10.6 7.9 4.3 3.3 2.0 2.3 0.7 0.5 0.9
Imports 44% -13.5 12.3 8.3 3.9 2.5 2.0 3.1 0.8 0.6 0.9
Net exports * 6% -0.7 0.0 0.3 0.5 0.5 0.1 -0.2 0.0 0.0 0.1
Current account ** 218 207 235 234
Current account (% of GDP) 7.0 6.3 6.7 6.3
Employment -2.3 1.1 1.4 0.9
Unemployment rate *** 8.4 8.4 7.8 7.3
Wages 1.0 2.4 2.4 2.9
Inflation -0.3 1.5 2.9 2.2
General government balance ** -22 0 14 26
General government balance (% of GDP) -0.7 0.0 0.4 0.7
Public debt (% of GDP) 43 40 37 35
Nominal GDP ** 3,089 3,306 3,519 3,701



GDP -0.6 7.5 4.0 4.3

Consumer Spending 4.2 7.0 4.3 4.6

Public Spending 3.9 3.3 3.5 3.8

Investment -10.3 21.8 9.0 9.5

Stocks * n.a n.a n.a n.a

Exports -10.2 11.5 6.5 7.0

Imports -11.5 36.2 15.0 16.0

Net exports * 0.1 -2.6 -1.3 -1.6

Current account -49 -83 -107 -133

Current account (% of GDP) -1.5 -2.3 -2.6 -3.0

General government balance **/*** -105 -96 -97 -98

General government balance (% of GDP)-3.3 -2.6 -2.4 -2.2

Public debt (% of GDP) 62 55 56 57

Nominal GDP ** 3,185 3,675 4,049 4,414

BRAZIL 2009 2010 2011 2012

54.7% at end-2010.The trade surplus
fell in 2010, as imports surged, but in
the first five months of 2011, the trade
surplus exceeded that of Jan-May 2010,
as commodity prices boosted exports.
Exports in June also grew strongly. Yet
the current account deficit widened
slightly in the first five months, to 2.3%
of GDP, as profits and dividend pay-
ments increased. FDI increased has
increased strongly to May. Foreign
exchange reserves have continued to
rise and cover 180% of the sum of the
estimated current account deficit for
2011 plus principal repaymentson
medium-termplusshorttermdebtouts-
tandingatend-2010.
One impact of strong real growth and
higher interest rates is exchange rate
appreciation, notwithstanding controls
on capital inflows, and the real effective
rate is now stronger than in 2007.

Slowdown, but still robust
In 2011 overall annual growth will slow
to around 4% in 2011, from an unsus-
tainably strong 7.5% in 2010, followed
by 4.3% in 2012, as policy tightening
takes effect. Inflation should also begin
to moderate but is likely to remain
towards the upper end of the target
range for much of 2011-12. The current
account deficit could widen to 2.5-3.0%
in 2011-12, but the external balance
overall should remain robust. The
exchange rate, however, is vulnerable
to a short, sharp depreciation should
the global environment deteriorate
more than expected.
President Dilma Roussef, having won
the elections last year, benefiting
strongly from her predecessor’s popu-
larity, Lula da Silva’s extraordinary
popularity, assumed office in January
has continued the broad thrust of the
previous government’s policies, though
in the short-term she has begun to tigh-
ten policy overall, while extending the
anti-poverty programme._DA

Brazil
Policy tightening continues

The economy gathered momentum in
Q1 compared to the previous quarter
as seasonally adjusted, qtr/qtr growth
accelerated to 1.6% from 0.8% in Q4
2010. On a yr/yr basis, however, growth
slowed to 4.2% from 5% in Q4 2010.
Gross fixed investment was the main
driver in Q1, after contracting qtr/qtr in
Q4 2010, though household consump-
tion remained robust. Net exports
made a positive contribution in the
quarter, as import volume growth slo-
wed sharply. Early indications of Q2 are
that growth slowed again.
Inflation accelerated to 6.6% yr/yr in
May, just above the upper bound of the
4.5% +/-2% target range. The central
bank’s latest forecasts put the end-
2011 rate at 5.8% yr/yr, which, the bank
says, will require “sufficiently prolon-
ged” monetary adjustment. Consensus
expectations of inflation are a little
higher. The policy interest rate (SELIC)
began to rise in April 2009 and after a
pause ahead of last years elections rose
to 12.25% in June, but the peak of the
tightening cycle probably has still to be
reached. Credit growth has been very
vigorous for some time and has not
eased yet, but domestic demand needs
to be cooled.
The budget was amended in February
as the new government trimmed spen-
ding. The primary fiscal surplus target
for 2011 is unchanged at 3.3% of GDP,
which was missed in both 2009 and
2010. In the first five months of 2011,
however, the primary surplus (which
excludes interest rates) was 4.0% of
GDP compared with 2.8% of GDP in the
same period of 2010. ). The overall fis-
cal deficit was 2.2% of GDP in Jan-May
(against a deficit of 2.6% in the same
period of 2010). Net public debt, which
had increased as a proportion of GDP
to 42.8% at end-2009, declined to 40.7%
at end-2010 and 40.4% in May 2011.
General government gross debt increa-
sed to 55.7% of GDP in May 2011 from
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ply in June and as imports for domes-
tic use have been growing faster than
those for re-exports and commodity
prices ease, the trade surplus will pro-
bably rise again in the coming
months.
In mid-2010 the authorities announ-
ced the resumption of some exchange
rate flexibility, ending the hard peg to
the USD re-introduced during the glo-
bal financial crisis. The exchange rate
has appreciated by 5.4% since then but
seems to have stalled again recently.
Foreign exchange reserves continued
to accumulate.

Growth slowdown
Growth in 2011 is likely to be around
8.5%, followed by a similar pace in
2012, as the global recovery moderates
and monetary tightening has taken
hold. Inflationary pressures should
subside in the later months of 2011.
The economy is clearly slowing and
will probably avoid too sharp a slow-
down, as restrictions on credit growth
are eased in line with expected infla-
tion, though there is some risk of a few
months below expectations growth.
Theinter-actionofconstructionoutputand
propertypricesremainalsoremainarisk.
The current account surplus now
looks set to fall in 2011, before rising
again to around 5% of GDP in 2012, but
FX reserves will continue to increase.
The exchange rate is still likely to
appreciate by around 5% in the next
twelve months, but overall the exchange
rate stance will remain cautious.
Medium-termpolicyremainsfocusedon
re-balancingtheeconomytowardsdomes-
ticconsumptionandimplementationof
reformsnecessarytoachievethis._DA

China
Inflation focus

Inflation has continued to be the main
concern for policymakers so far this
year, as the consumer price index
accelerated to 6.4% yr/yr in June, led by
increased food costs, latterly an
increase in pork prices. The authorities
have responded with monetary tighte-
ning. Reserve requirements were rai-
sed by another 50bps in June, the sixth
increase this year. Policy interest rates
were also raised further in early July, by
25bps to 6.25%. Some further tighte-
ning is likely as the authorities “nor-
malise” the monetary stance, but cre-
dit and monetary growth has eased
and inflation is expected to peak in Q3,
as food costs ease, which should allow
the authorities some breathing space
and the opportunity to switch the
policy focus back towards growth if
necessary.
The fiscal deficit remains modest at
2.3% of GDP in 2010 (World Bank) and
most of the fiscal expansion in 2009-10
occurred through quasi-fiscal lending.
In 2011 the deficit is unlikely to exceed
1.5% of GDP. General government debt
is around 20% of GDP, based on World
Bank and IMF data, though data
recently released by China’s audit
office reveals that local authority len-
ding raises the total public debt-GDP
ratio substantially.
Real GDP growth in Q2 2011, slowed
slightly to 9.5% yr/yr from 9.7% in Q1
and 9.8% Q4 2010 (10.3% full year 2010).
Seasonally adjusted data showed
growth of 2.2% qtr/qtr, slightly higher
than the 2.1% of Q1, but still indicative
of a slowdown. Consumer confidence
surveys have turned down and PMIs
declined again in June, though they
both remained in positive territory.
The trade surplus fell in the first six
months of 2011 compared with the
same period of 2011, as import growth
outstripped that of exports, driven in
part by higher commodity prices.
However, import growth slowed shar-
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Economic Forecasts

GDP 9.2 10.3 9.0 8.6

Consumer Spending 7.9 8.0 8.4 8.5

Public Spending 11.5 11.0 10.5 10.0

Investment 15.8 11.8 10.7 9.1

Exports -12.1 16.0 7.0 9.0

Imports -5.7 19.0 9.5 9.5

Net exports * -2.6 0.7 0.0 0.6

Current account ** 2,029 2,067 2,059 2,509

Current account (% of GDP) 5.9 5.2 4.6 5.0

Inflation -0.7 3.3 4.8 3.5

General government balance ** -690 -915 -676 -658

General government balance (% of GDP)-2.0 -2.3 -1.5 -1.3

Public debt (% of GDP) 18.6 19.1 19.0 18.0

Nominal GDP ** 34,502 39,798 45,091 50,637
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chial issues (the Communist Party lost
control of West Bengal), the poll results
indicated that the electorate remains
broadly supportive of the national
Congress-led government of PM
Manmohan Singh, which is having to
defend itself against corruption allega-
tions and perceptions of failure to
stem inflationary pressures.
Meanwhile, initial results from the
national census show a population
(1.21bn) that increased by 181mn in
the last decade and is expected to over-
take that of China by 2030.

…but growth should still be around 8% in
2011 and 2012
High energy and food prices, combined
with recent monetary tightening, are
likely to slow the momentum of indus-
trial growth in H2 of FY2011/12.
However, industrial output increased
by 7.3% yr/yr and 16.6% mo/mo in
March, up from a revised 3.7% yr/yr in
February. Manufacturing—accounting
for around 80% of total industrial out-
put—increased by 7.9% yr/yr in March
and output of capital goods by 12.9%.
PMI data also continue to indicate
sound growth prospects. Accordingly,
and even with moderately subdued
domestic demand and an uncertain
global trajectory, India is forecast to
maintain a GDP growth rate of around
8% in FY2011/12. For FY2012/13, GDP
expansion is forecast at around 8.5%,
supported by continuing domestic
consumption and investment growth
and with a boost from government
spending. Despite the latter, the overall
fiscal deficit (state, as well as central
government) should be reduced
through improved revenue generation.
We also forecast that the current
account deficit will be reduced to
around 2% of GDP in 2012, although
much depends on international oil
prices as around 25-30% of the import
bill comprises energy products. _AA

India
Policy focus is inflation, as growth remains buoyant
Monetary policy continues to tighten…
GDP growth slowed to 7.8% yr/yr in the
three months ending end-March (Q1
2011 and Q4 FY 2010/11), the slowest
growth in five quarters and down from
8.3% in the previous quarter. In the FY
(April-March), overall GDP growth was
8.5% yr/yr, against an official forecast of
8.6% and original planning projection
of 9%. The slowdown partly reflects glo-
bal factors but also domestic political
considerations and tightening mone-
tary (ten increases in interest rates in 18
months) and fiscal stances, which have
combined to dampen somewhat the out-
looks for consumption and investment.
Wholesale prices were up 9% yr/yr in
May (8.6% in April), reflecting conti-
nuing high prices for fuels (12.3%) and
foodstuffs (8.4%). Moreover, state-
owned oil companies increased gaso-
line prices in April, so wholesale price
inflation is unlikely to ease substan-
tially in coming months, even though
food price pressures should provide
some respite, following adequate mon-
soon rains. At end-May, and with who-
lesale prices the main official gauge of
inflation, the Reserve Bank of India
(RBI, central bank) increased its
benchmark interest rates by 25bps,
with the repo now 7.5% and reverse
repo 6.5%. As well as continuing with a
tightening monetary stance, the RBI
announced an altered monetary policy
framework, with the repo rate as the
main policy benchmark and the
reverse repo now remaining fixed at
100bps below the repo. This is inten-
ded to maintain further tight control
over liquidity. Inflation and inflatio-
nary expectations (not economic
growth),arethekeypolicytargetsfornow,so
weexpectfurthermonetarypolicytighte-
ningthisyearandforthistomoderate(but
notcurtail)domesticdemandevenfurther.
In April, state assembly elections were
held in West Bengal, Assam, Tamil
Nadu and Kerala and the territory of
Puducherry. As well as revealing paro-
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Economic Forecasts

GDP 100% 8.0 8.5 8.0 8.5

Consumer Spending 58% 7.3 8.2 7.0 7.0

Public Spending 12% 16.4 2.6 2.5 5.0

Investment 33% 7.3 8.4 8.4 9.0

Stocks* 1% 0.2 -0.1 0.3 0.4

Exports 21% -5.5 12.0 11.7 11.9

Imports 26% -1.8 6.3 8.1 8.2

Net exports* -4% -0.8 0.7 0.5 0.4

Current account ** -1,289 -2,245 -2,500 -2,100

Current account (% of GDP) -2.0 -2.8 -2.7 -2.0

Unemployment rate 10.7 10.8 10.6 10.3

Inflation 2.1 9.4 8.0 5.5

General government balance ** -6,710 -7,290 -6,240 -5,500

General government bal. (% of GDP) -10.2 -9.3 -6.8 -5.3

Public debt (% of GDP) 56 51 50 48

Nominal GDP ** 65,503 78,780 91,300 104,200



39

Economic Outlook no. 5 | 2011 - Global Macroeconomic Review Euler Hermes

from 6.3% of GDP in 2009 to 3.6% in 2010
thanks to higher than expected oil reve-
nues. Public debt fell to just 10% of GDP.
The external position continues to be
favourable. The current account sur-
plus widened to 4.9% of GDP in 2010
and in Q1 2011, it was almost unchan-
ged from a year earlier. Official foreign
exchange reserves stood at a healthy
USD468bn in May 2011, sufficient to
cover 16 months of imports and more
than three times all external debt pay-
ments falling due in the next 12
months. Gross external debt was ade-
quate in relation to GDP (34%) or
export earnings (113%) at end-2010.

... will be sustained thanks to election-
related fiscal spending
The economy is forecast to maintain
its recent momentum in 2011-2012,
resulting in annual growth of just
above 4%. Consumer and public spen-
ding is expected to pick up in H2 2011
thanks to cheaper credit and election-
related fiscal stimulus – legislative
elections are scheduled for December
2011 and presidential for March 2012 –
while inventory re-stocking should
moderate and net trade will continue
to have a negative impact on growth.
Inflation is projected to average about
9% in 2011 and 7% in 2012. The
exchange rate of the RUB should
remain within the 26-41 trading band
against the USD-EUR basket this year.
The fiscal deficit is forecast to decline
further to about 3% of GDP in 2011 and
1.5% in 2012. The annual current
account surplus is expected to come in
at 4-5% of GDP in 2011-2012. While the
overall external debt burden will
remain manageable, some companies
may still have problems to refinance
maturing external debt. Generally, the
over-reliance on commodities, espe-
cially on oil and gas, as well as the per-
sistent weakness of the banking sector
continue to make the economy vulne-
rable to external shocks._MS

Russia
V-shaped recovery

Moderate growth ...
Real GDP grew by 4% in 2010. The V-
shaped recovery from the 7.8% contrac-
tion of GDP in 2009 was led by domes-
tic demand, especially inventory
re-stocking which pushed up gross
capital formation by 28.4%. Gross
investment grew by 6.1%, consumer
spending by 3.0% and public spending
by 1.4%. Although export growth reco-
vered to 7.8%, a much stronger rebound
of imports, by 28.1%, resulted in a nega-
tive contribution to GDP growth from
net trade. Sectoral data suggest that
this growth pattern has continued by
and large in early 2011, with Q1 real
GDP increasing by 4.1% yr/yr and 1.1%
qtr/qtr sa. Early indicators for Q2 show
a mixed picture. On the one hand, the
manufacturing PMI has plunged to a
14-month low in May and industrial
output growth has declined to an ave-
rage 4.3% yr/yr in April-May from 5.9%
in Q1 and 6.5% in Q4 2010. On the other
hand, the service-sector PMI has indi-
cated an accelerating pace of business
activity in April and May 2011, after
three consecutive months of decline.
Owing to drought-related food price
increases in Q3 2010, annual inflation
has accelerated from a record low of
5.5% in July 2010 to 8.7% in December
and a stable 9.6% in the first five
months of 2011. To counter the inflatio-
nary pressures, the central bank has
raised the benchmark refinancing rate,
by 25bps each in February and May
2011, to 8.25% and also lifted bank's
reserve requirements several times in
2011. Still, nominal borrowing costs for
firms have continued to fall – the ave-
rage rate on short-term RUB loans to
firms fell to 8.7% in Q1 2011 from 10% in
Q3 2011 – and private sector credit
growth has accelerated to 15.5% yr/yr in
Q1 from 8.3% in Q3. The RUB has appre-
ciated by around 4.5% against the USD-
EUR basket in H1 2011. The fiscal defi-
cit narrowed faster than projected
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Economic Forecasts

GDP 100% -7.8 4.0 4.1 4.2

Consumer Spending 62% -4.8 3.0 5.2 5.0

Public Spending 16% 0.2 1.4 3.5 2.5

Investment 23% -14.4 6.1 4.0 8.0

Stocks * -2% -12.9 5.6 1.5 0.5

Exports 35% -4.8 7.8 4.5 4.5

Imports 32% -30.9 28.1 12.0 10.0

Net exports * 3% 11.4 -5.1 -2.1 -1.7

Current account ** 1,571 2,193 2,549 2,274

Current account (% of GDP) 4.1 4.9 5.0 4.0

Employment -0.9 1.2 1.0 0.8

Unemployment rate 8.2 7.2 6.5 5.7

Wages -2.8 4.0 4.4 4.1

Inflation 11.7 6.9 9.0 7.0

General government balance ** -2,448 -1,601 -1,555 -827

General government bal.(% of GDP) -6.3 -3.6 -3.0 -1.5

Public debt (% of GDP) 11 10 10 9

Nominal GDP ** 38,786 44,939 50,984 56,843



The evaluation of the overall level of Country Risk is based on a central element, the Country Grade, a measure of
transfer and convertibility risk and of the quality of the business climate, which is determined by a combination of
three analyses:

> The Macroeconomic Rating (ME).
based notably on analysis of: the structure of the economy, budgetary and monetary policy, indebtedness, the exter-
nal balance, along with the stability of the banking system and other factors.

> The Structural Business Environment Rating (SBE).
based on perceptions of the regulatory and legal framework, control of corruption and relative ease of doing
business.

> The Political Risk Rating (P).
based notably on analysis of: the mechanisms for transferring of power and the processes for succession, the
concentration of power, the effectiveness of policy, the independence of institutions, social cohesion, internatio-
nal relations, etc.

The first two elements (the ME Rating and the SBE Rating) are the two components used to calculated the Economic
Risk Rating (E) assigned to each country. This latter is, in turn, combined with the Political Risk Rating (P) to
make our Country Grade, on a six-level scale running from AA to D, in which AA is the lowest level of country
grade and D is the highest.
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Spotlight

on Country Risk

World leader in credit insurance, the Euler Hermes group continuously
monitors country risk across the globe, combining a political and economic
approach with a structural and short-term climate approach. This produces
four Country Risk levels, from the safest to potentially the most risky.
We offer here a detailed table of Country Risk levels for the world’s major
countries and territories (out of 245 rated) and a mapping for developing
and emerging economies.



niveau 4

niveau 3

niveau 2

niveau 1

AA A BB B C D

15 32 6 7 36 79

3 4 9 5 2 0

15 0 5 2 1 0

0 0 1 2 1 1

3 0 0 0 1 0

2 0 0 1 0 0

0 0 0 2 1 0

1 0 0 0 4 0

1 0 0 0 0 0

3 0 0 0 0 0
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This Country Grade is then combined, for the 70 biggest economies, with the Short Term Alerts Indicator, this latter
being a combined measure of a country’s vulnerability in the short term to financing risk (Financial Flows Indicator, or
FFI) and cyclical risk (Cyclical Risk Indicator, or CRI).

The four levels of the overall country risk are the result of grouping into four classes of the different possible combi-
nations of the Country Grade and, as the case may be, of the Short Term Alerts Indicator, on a scale of
low, medium, sensitive and high.

Macroeconomic
imbalances

(Macroeconomic rating)

CRI
rating

FFI
rating

Institutiona and structural framework
surrounding business activity

(Structural Business Environment rating)

Stability of political system and
government effectiveness

Evaluation of economic risk
(Economic Risk rating - E)
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Regional growth will slow to 2.7% in 2011 and 3.8% in 2012 (annual ave-
rage 5%+ in 2003-08), although political uncertainties provide downside
risks.
High oil prices will widen the gap between growth for energy expor-
ters (including Saudi Arabia, Kuwait and UAE) and energy-importers
(such as Jordan and Morocco). Political transitions in Egypt and
Tunisia remain fragile, the economies of Libya and Yemen will
contract because of violent unrest and potential for regime change
and the outlook for Syria is adversely affected by its current domestic
conflict. Morocco held a referendum on political reforms, which the
electorate overwhelmingly endorsed, but some low-key and peaceful
protests may continue. Countries in transition to more open political
environments have received pledges of financial support from inter-
national and bilateral agencies but Egypt has indicated that it will
not take up a USD3bn IMF facility, for now, preferring to tap domestic
(and perhaps regional) sources._
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Regional GDP growth remained robust in Q1, driven by exports
and inventories in most countries.
However, domestic demand has been a key source of growth
in Poland and Turkey, though the latter shows worrisome
signs of overheating, in particular rapid domestic credit
growth and a ballooning current account deficit. In Belarus,
economic overheating has already culminated in a currency
crisis. Domestic demand has also recovered earlier than
expected and supported strong Q1 growth in Estonia and
Lithuania. Croatia was the only economy that continued to
contract in Q1. Current IMF programmes in place are on track
in Latvia and Romania but appear to be off track in Ukraine
and Bosnia and Herzegovina. Inflation has been accelerating
across the region and some monetary tightening is to be
expected in H2. Bulgaria was upgraded to country grade B.
Regional GDP growth is forecast at around 4% in both 2011
and 2012, after 4.2% in 2010._
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Regional GDP growth will slow in 2011 to 4.2% (5.9% 2010). Policy
tightening is evident in Brazil, Colombia, Peru and Chile in the face of
strong domestic demand and accelerating inflation.
All four remain robust, though commodity prices remain an
important influence. Also, Peru will have a new government
following elections that were won by nationalist/leftist Ollanta
Humala. There is some uncertainty over policies as a result, though
the president-elect aligned himself with the region’s pragmatic left
ahead of the elections, shifting away from his earlier more radical
stance. Economic recovery continues in Mexico and inflation has
remained relatively subdued. In Argentina, presidential elections will
be held in October. President Fernandez de Kirchner will be standing
for a second consecutive term and is well placed to win, according to
recent opinion polls. In Venezuela, there is speculation over the
health of President Chavez. Colombia’s country grade was raised to
BB from B. à BB._

Direct contagion from unrest in MENA has been limited, to date.
A series of protests by civilian and military groups in Burkina
Faso raises uncertainty about governance in that country.
In Côte d'Ivoire, president-elect Ouattara took full control of
power in April after a four-month violent power struggle, but the
latter reinforced ethnic and religious divisions in the country
(also evident in Nigeria and elsewhere), making national
reconciliation a key challenge. Tensions persist as Sudan, Africa’s
largest country, approaches an agreed secession. Overall,
regional real GDP growth is forecast at 5-6% in 2011 and 2012,
suggesting a relatively quick recovery from a recent nadir of 0.9%
growth in 2009, although not yet back to the 2003-08 average of
7%+. Non-oil economies (including Ethiopia and Kenya) and oil
exporters (including Nigeria and Angola) will contribute
positively to overall growth, spurred by foreign investment from
those economies seeking to tie-in LT commodity supplies._
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South, Central and
East Asia

China’s economy is slowing as policy tightening efforts begin to have an
effect, but growth in 2011 should still be around 9% and inflation should
soon begin to moderate.
Taiwan’s growth was stronger than expected in the early months of
2011, a positive for President Ma Ying-jeou, who is seeking re-election in
January 2012. ASEAN growth will slow to 5% in 2011 and 5.4% in 2012
(7.6% in 2010) amid policy tightening. In Thailand, Q1 growth was just
3% yr/yr and political uncertainty will continue after legislative elections
called for early July. In Vietnam, the authorities are struggling to main-
tain external balance and satisfactory growth of GDP. In South Korea,
annual growth is forecast to slow to about 4% in 2011-2012 from 6.2% in
2010. India’s key economic policy directive is to moderate inflationary
pressures and a tightening monetary stance is slowing growth.
Nonetheless, GDP is still forecast to expand by around 8% annually
in 2011-12._
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* average Structural Country Grade using GDP weighting ** as of 28 june 2011 (see methodology pages 40-41)
Source : Euler Hermes

Population, GDP and risk indicators

Spotlight

on Country risk

North America 344.2 5.0 16,231.9 25.9 47,161 46,452 AA* - - -
USA 310.0 4.5 14,657.8 23.3 47,284 47,284 AA L 2 low
Canada 34.1 0.5 1,574.1 2.5 46,215 39,057 AA L 1 low
Western Europe 409.5 6.0 15,987.1 29.2 39,045 33,989 AA* - - -
Germany 81.6 1.2 3,315.6 5.3 40,631 36,033 AA L 2 low
France 63.0 0.9 2,582.5 4.1 41,019 34,077 AA L 2 low
UK 62.2 0.9 2,247.5 3.6 36,120 34,920 AA M 2 low
Italy 60.3 0.9 2,055.1 3.3 34,059 29,392 AA M 2 low
Spain 46.0 0.7 1,409.9 2.2 30,639 29,742 AA H 2 sensitive
Netherlands 16.6 0.2 783.3 1.2 47,172 40,765 AA L 2 low
Switzerland 7.8 0.1 523.8 0.8 67,245 41,663 AA L 2 low
Belgium 10.9 0.2 465.7 0.7 42,629 36,100 AA L 2 low
Sweden 9.3 0.1 455.8 0.7 48,874 38,031 AA L 1 low
Norway 4.9 0.1 414.5 0.7 84,446 52,013 AA L 2 low
Austria 8.4 0.1 376.8 0.6 44,985 39,634 AA L 2 low
Denmark 5.5 0.1 310.8 0.5 56,145 36,450 AA L 2 low
Greece 11.2 0.2 305.4 0.5 27,301 28,434 AA H 3 sensitive
Finland 5.4 0.1 239.2 0.4 44,492 34,585 AA L 2 low
Portugal 10.6 0.2 229.3 0.4 21,558 23,223 AA H 3 sensitive
Ireland 4.5 0.1 204.3 0.3 45,686 38,550 AA H 3 sensitive
Luxembourg 0.5 0.0 55.0 0.1 108,812 81,383 AA L 2 low
Iceland 0.3 0.0 12.6 0.0 38,991 36,621 D - - high
Japan 127.5 1.9 5,458.9 8.7 42,820 33,805 AA M 3 sensitive
South. Central and East Asia 3,734.3 54.5 11,490.0 15.2 3,077 5,576 B* - - -
China 1,341.4 19.6 5,878.3 9.3 4,382 7,519 B L 1 low
India 1,215.9 17.7 1,538.0 2.4 1,265 3,339 B L 1 low
Korea (South) 48.9 0.7 1,007.1 1.6 20,591 29,836 BB L 1 low
Indonesia 234.4 3.4 706.7 1.1 3,015 4,394 C L 1 sensitive
Taiwan 23.3 0.3 430.6 0.7 18,458 35,227 A L 1 low
Thailand 63.9 0.9 318.9 0.5 4,992 9,187 B L 1 low
Malaysia 28.3 0.4 238.0 0.4 8,423 4,754 A L 1 low
Hong Kong 7.1 0.1 225.0 0.4 31,593 45,736 A L 1 low
Singapore 5.2 0.1 222.7 0.4 43,117 56,522 AA L 1 low
Philippines 94.0 1.4 188.7 0.3 2,007 3,737 B L 1 low
Pakistan 166.6 2.4 174.9 0.3 1,050 2,791 D - - high
Kazakhstan 15.6 0.2 138.4 0.2 8,883 12,603 D - - high
Bangladesh 164.5 2.4 104.9 0.2 638 1,572 D - - high
Vietnam 88.3 1.3 103.6 0.2 1,174 3,134 D - - high
Sri Lanka 20.4 0.3 49.7 0.1 2,435 5,220 C - - sensitive
Myanmar 61.2 0.9 43.0 0.1 702 250 D - - high
Uzbekistan 28.2 0.4 39.0 0.1 1,380 3,039 D - - high
Nepal 28.2 0.4 15.8 0.0 562 1,271 D - - high
Afghanistan 30.2 0.4 15.6 0.0 517 907 D - - high
Brunei 0.4 0.0 13.0 0.0 31,228 48,892 BB - - low
Cambodia 14.3 0.2 11.6 0.0 814 2,112 D - - high
Laos 6.4 0.1 6.3 0.0 984 2,436 D - - high
Mongolia 2.8 0.0 6.1 0.0 2,227 4,006 D - - high
Tajikistan 7.6 0.1 5.6 0.0 741 1,935 D - - high
Kyrgyzstan 5.3 0.1 4.6 0.0 864 2,248 D - - high
Maldives 0.3 0.0 1.9 0.0 5,844 1,010 D - - high
Bhutan 0.7 0.0 1.4 0.0 1,978 5,430 C - - sensitive
Timor Leste 1.1 0.0 0.6 0.0 589 2,861 D - - high

POPULATION % GDP % GDP 2010 GDP 2010 FFI CRI Country
2010 OF WORLD 2010 OF WORLDPER CAPITA PER CAPITA Country ** ** risk level

(millions) $ billions in $ in $ ppp grade** **
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* average Structural Country Grade using GDP weighting ** as of 28 june 2011 (see methodology pages 40-41)
Source : Euler Hermes

Spotlight

on Country Risk

Population, GDP and risk indicators

Latin America 569.3 8.3 4,832.3 7.0 8,488 11,168 B* - - -
Brazil 193.3 2.8 2,090.3 3.3 10,816 11,239 BB L 1 low
Mexico 108.6 1.6 1,039.1 1.7 9,566 14,430 BB L 1 low
Argentina 40.5 0.6 370.3 0.6 9,138 15,854 D M 1 high
Venezuela 29.2 0.4 290.7 0.5 9,961 11,829 D - - high
Colombia 45.5 0.7 285.5 0.5 6,273 9,566 BB L 1 low
Chile 17.2 0.3 203.3 0.3 11,828 15,002 A L 1 low
Peru 29.6 0.4 152.8 0.2 5,172 9,330 BB L 1 low
Ecuador 14.8 0.2 58.9 0.1 3,984 7,776 D - - high
Dominican Republic 9.9 0.1 51.6 0.1 5,228 8,836 C M 1 sensitive
Guatemala 14.4 0.2 41.5 0.1 2,888 4,885 B L 2 low
Uruguay 3.4 0.0 40.3 0.1 11,996 14,296 B - - low
Costa Rica 4.6 0.1 35.8 0.1 7,843 11,216 B M 1 low
Panama 3.5 0.1 26.8 0.0 7,592 12,578 B L 1 low
El Salvador 5.9 0.1 21.7 0.0 3,701 7,430 B - - low
Trinidad & Tobago 2.2 0.0 20.6 0.0 9,241 - BB L 2 low
Bolivia 10.4 0.2 19.4 0.0 1,858 4,592 D - - high
Paraguay 6.4 0.1 18.5 0.0 2,886 5,202 C - - sensitive
Honduras 7.6 0.1 15.3 0.0 2,016 4,417 C - - sensitive
Jamaica 2.7 0.0 13.7 0.0 5,040 8,727 D - - high
Bahamas 0.3 0.0 7.5 0.0 21,849 25,895 BB - - low
Central and Eastern Europe 411.6 6.0 3,866.3 7.1 9,392 14,149 C* - - -
Russia 140.4 2.0 1,465.1 2.3 10,437 15,837 C L 2 sensitive
Turkey 71.3 1.0 741.9 1.2 10,399 13,464 C H 1 sensitive
Poland 38.1 0.6 468.5 0.7 12,300 18,936 BB L 1 low
Czech Republic 10.5 0.2 192.2 0.3 18,288 24,869 BB L 2 low
Romania 21.4 0.3 161.6 0.3 7,542 11,860 C M 3 high
Ukraine 45.5 0.7 136.4 0.2 3,000 6,712 D - - high
Hungary 10.0 0.1 129.0 0.2 12,879 18,738 C M 2 sensitive
Slovak Republic 5.4 0.1 87.5 0.1 16,105 22,129 AA L 2 low
Croatia 4.4 0.1 60.6 0.1 13,720 17,684 B L 3 medium
Belarus 9.4 0.1 54.7 0.1 5,800 13,909 D - - high
Azerbaijan 9.0 0.1 54.4 0.1 6,008 10,033 D - - high
Slovenia 2.0 0.0 47.8 0.1 23,711 28,030 AA L 3 medium
Bulgaria 7.5 0.1 47.7 0.1 6,334 12,851 B L 2 low
Serbia 7.4 0.1 38.7 0.1 5,234 10,830 D - - high
Lithuania 3.3 0.0 36.4 0.1 11,043 17,185 C M 3 high
Latvia 2.2 0.0 24.0 0.0 10,696 14,460 C M 3 high
Cyprus 0.8 0.0 23.2 0.0 28,227 28,256 AA M 2 low
Estonia 1.3 0.0 19.8 0.0 14,838 18,519 AA L 3 medium
Bosnia-Hercegovina 3.9 0.1 16.8 0.0 4,319 7,782 D - - high
Albania 3.2 0.0 11.8 0.0 3,677 7,453 D - - high
Georgia 4.4 0.1 11.7 0.0 2,658 5,114 D - - high
Armenia 3.3 0.0 9.4 0.0 2,846 5,110 D - - high
Macedonia 2.1 0.0 9.1 0.0 4,430 3,083 D - - high
Malta 0.4 0.0 8.3 0.0 19,733 6,953 AA L 2 low
Moldova 3.6 0.1 5.8 0.0 1,630 3,083 D - - high
Sub-Saharan Africa 852.0 12.4 1,129.3 1.6 1,326 2,502 C* - - -
South Africa 49.9 0.7 357.3 0.6 7,158 10,498 BB M 1 low
Nigeria 156.1 2.3 216.8 0.3 1,389 2,422 D - - high
Angola 19.1 0.3 85.3 0.1 4,478 5,632 C - - sensitive
Sudan 40.1 0.6 68.4 0.1 1,705 2,492 D - - high
Kenya 39.7 0.6 32.2 0.1 809 1,662 D - - high
Ghana 23.7 0.3 31.1 0.0 1,312 2,615 C - - sensitive

POPULATION % GDP % GDP 2010 GDP 2010 FFI CRI Country
2010 OF WORLD 2010 OF WORLDPER CAPITA PER CAPITA country ** ** risk level

(millions) $ billions in $ in $ ppp grade** **
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Spotlight

on Country risk

Population, GDP and risk indicators

POPULATION % GDP % GDP 2010 GDP 2010 FFI CRI Country
2010 OF WORLD 2010 OF WORLDPER CAPITA PER CAPITA country ** ** risk level

(millions) $ billions in $ in $ ppp grade** **
Ethiopia 84.8 1.2 29.7 0.0 350 1,016 D - - high
Côte d'Ivoire 22.0 0.3 22.8 0.0 1,036 1,681 D - - high
Tanzania 41.3 0.6 22.7 0.0 548 1,413 C - - sensitive
Cameroon 20.4 0.3 22.5 0.0 1,101 2,170 C - - sensitive
Uganda 34.0 0.5 17.0 0.0 501 1,241 C - - sensitive
Zambia 13.3 0.2 16.2 0.0 1,221 1,512 C - - sensitive
Equatorial Guinea 1.3 0.0 14.5 0.0 11,032 18,143 D - - high
Botswana 1.8 0.0 14.0 0.0 7,629 15,489 B - - low
Congo (Democratic Rep Of) 70.5 1.0 13.1 0.0 186 328 D - - high
Gabon 1.5 0.0 13.1 0.0 8,727 15,021 C - - sensitive
Senegal 13.1 0.2 12.9 0.0 981 1,819 C - - sensitive
Namibia 2.1 0.0 11.9 0.0 5,653 6,953 B - - low
Congo (People'S Rep Of) 3.9 0.1 11.5 0.0 2,983 4,427 D - - high
Mozambique 21.6 0.3 9.9 0.0 458 1,010 C - - sensitive
Mauritius 1.3 0.0 9.7 0.0 7,595 14,097 BB - - low
Mali 13.4 0.2 9.3 0.0 692 1,250 D - - high
Burkina Faso 14.7 0.2 8.8 0.0 598 1,360 C - - sensitive
Madagascar 21.3 0.3 8.3 0.0 392 4,006 D - - high
Chad 10.2 0.1 7.8 0.0 768 1,698 D - - high
Zimbabwe 12.6 0.2 7.5 0.0 594 434 D - - high
Benin 9.6 0.1 6.6 0.0 689 1,451 C - - sensitive
Rwanda 10.0 0.1 5.6 0.0 562 1,217 D - - high
Niger 14.6 0.2 5.6 0.0 381 755 D - - high
Malawi 15.7 0.2 5.1 0.0 322 10,742 D - - high
Guinea (Rep Of) 10.3 0.2 4.6 0.0 448 1,046 D - - high
Mauritania 3.2 0.0 3.8 0.0 1,195 2,093 D - - high
Swaziland 1.2 0.0 3.6 0.0 3,060 5,227 C - - sensitive
Togo 7.0 0.1 3.2 0.0 459 858 D - - high
Lesotho 2.5 0.0 2.1 0.0 837 1,299 C - - sensitive
Eritrea 5.3 0.1 2.1 0.0 398 681 D - - high
Central African Rep 4.6 0.1 2.0 0.0 436 745 D - - high
Sierra Leone 5.8 0.1 1.9 0.0 326 807 D - - high
Cape Verde Islands 0.5 0.0 1.7 0.0 3,157 3,647 D - - high
Burundi 8.3 0.1 1.5 0.0 180 411 D - - high
Middle East and North Africa 373.9 5.5 2,495.3 4.0 6,675 10,080 B* - - -
Saudi Arabia 26.1 0.4 443.7 0.7 16,996 23,826 BB L 1 low
Iran 75.4 1.1 357.2 0.6 4,741 10,865 D - - high
U.A.E. 5.1 0.1 301.9 0.5 59,719 48,821 BB L 2 low
Israel 7.4 0.1 213.1 0.3 28,687 29,531 BB L 1 low
Egypt 78.3 1.1 218.5 0.3 2,789 6,354 C M 3 high
Algeria 36.1 0.5 160.3 0.3 4,435 6,950 C L 1 sensitive
Kuwait 3.6 0.1 131.3 0.2 36,416 37,849 BB L 2 low
Qatar 1.7 0.0 129.5 0.2 76,168 88,559 BB L 2 low
Morocco 31.9 0.5 103.5 0.2 3,249 4,754 B M 1 low
Iraq 32.0 0.5 82.2 0.1 2,564 3,538 D - - high
Libya 6.6 0.1 74.2 0.1 11,314 13,805 D - - high
Syria 20.6 0.3 59.3 0.1 2,877 5,208 D - - high
Oman 3.0 0.0 55.6 0.1 18,658 25,439 BB L 1 low
Tunisia 10.5 0.2 44.3 0.1 4,200 9,483 B M 3 sensitive
Lebanon 3.9 0.1 39.2 0.1 10,043 15,193 D - - high
Yemen 24.4 0.4 31.3 0.0 1,282 2,598 D - - high
Oceania 35.7 0.5 1,391.2 2.0 38,945 28,640 AA* - - -
Australia 22.2 0.3 1,235.5 2.0 55,590 39,699 AA L 2 low
New Zealand 4.4 0.1 140.4 0.2 32,143 26,966 AA L 2 low
World 6,858.0 100.0 62,882.2 100.0 9,169 10,811 A* - - -



GDP, inflation (change over the period, in %), unemployment rate (in % of labour force)
Sources : IHS Global Insight, Euler Hermes forecasts
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Country 2009 2010 2011 2012

Forecasts

Summary

of economic forecasts

USA GDP -2.6 2.9 2.4 2.6
Inflation -0.1 1.5 3.1 1.8
Unemployment rate 9.3 9.6 8.9 8.5
General government balance (% of GDP) -10.4 -8.7 -9.9 -8.4
Public debt (% of GDP) 87 96 102 106
Current account (% of GDP) -2.7 -3.2 -3.4 -3.3

Canada GDP -2.8 3.2 2.8 2.4
Inflation 0.3 1.7 3.1 2.0
Unemployment rate 8.3 8.0 7.6 7.1
General government balance (% of GDP) -5.5 -5.5 -4.1 -3.0
Public debt (% of GDP) 83 84 84 84
Current account (% of GDP) -3.0 -3.1 -2.0 -1.8

Japan GDP -6.3 4.0 -1.0 2.7
Inflation -1.5 -0.6 0.3 0.2
Unemployment rate 5.1 5.0 4.5 4.2
General government balance (% of GDP) -8.7 -8.1 -9.0 -8.5
Public debt (% of GDP) 185 193 205 209
Current account (% of GDP) 2.8 3.6 2.2 2.6

EMU GDP -4.1 1.7 1.9 1.6
Inflation 0.3 1.6 2.6 1.8
Unemployment rate 9.2 9.8 9.5 9.0
General government balance (% of GDP) -6.2 -5.8 -4.3 -3.6
Public debt (% of GDP) 80 84 85 86
Current account (% of GDP) -0.6 -0.6 -0.8 -0.9

Germany GDP -4.7 3.5 3.2 1.9
Inflation 0.3 1.3 2.3 1.9
Unemployment rate 7.8 7.4 6.9 6.6
General government balance (% of GDP) -3.0 -3.3 -2.1 -1.6
Public debt (% of GDP) 74 83 82 81
Current account (% of GDP) 5.6 5.6 4.9 5.0

France GDP -2.6 1.4 1.8 1.7
Inflation 0.1 1.5 2.0 1.6
Unemployment rate 9.5 9.8 9.4 8.9
General government balance (% of GDP) -7.6 -7.0 -5.9 -5.4
Public debt (% of GDP) 78 86 88 90
Current account (% of GDP) -1.5 -1.8 -2.8 -3.0

Italy GDP -5.2 1.2 0.9 1.0
Inflation 0.7 1.6 2.7 1.9
Unemployment rate 7.8 8.4 8.7 8.2
General government balance (% of GDP) -5.4 -4.6 -4.1 -3.4
Public debt (% of GDP) 116 119 120 120
Current account (% of GDP) -2.0 -3.5 -3.7 -3.3

Spain GDP -3.7 -0.1 0.7 1.0
Inflation -0.2 2.0 2.9 2.0
Unemployment rate 18.0 20.1 21.0 20.2
General government balance (% of GDP) -11.1 -9.2 -7.0 -5.8
Public debt (% of GDP) 53 60 66 70
Current account (% of GDP) -5.2 -4.5 -4.4 -3.9

Netherlands GDP -3.9 1.8 2.0 1.6
Inflation 1.0 1.0 2.2 1.7
Unemployment rate 4.8 5.5 5.1 4.8
General government balance (% of GDP) -5.5 -5.4 -3.9 -2.3
Public debt (% of GDP) 61 63 64 65
Current account (% of GDP) 4.9 7.1 6.7 6.8

Belgium GDP -2.7 2.1 2.3 1.9
Inflation 0.0 2.3 3.2 2.2
Unemployment rate 7.9 8.3 7.6 7.4
General government balance (% of GDP) -5.9 -4.1 -3.7 -3.9
Public debt (% of GDP) 96 97 97 98
Current account (% of GDP) 0.4 1.4 1.0 1.6



GDP, inflation (change over the period, in %), unemployment rate (in % of labour force)
Sources : IHS Global Insight, Euler Hermes forecasts
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Forecasts

Pays 2009 2010 2011 2012
Austria GDP -3.4 2.1 3.0 2.1

Inflation 0.5 1.8 3.1 1.9
Unemployment rate 7.2 6.9 6.7 6.5
General government balance (% of GDP) -4.1 -4.6 -3.3 -2.8
Public debt (% of GDP) 67 70 71 72
Current account (% of GDP) 2.9 2.6 2.5 2.9

Finland GDP -8.3 3.2 3.5 2.3
Inflation -0.2 1.4 3.1 2.0
Unemployment rate 8.2 8.4 8.0 7.6
General government balance (% of GDP) -2.6 -2.5 -1.4 -0.9
Public debt (% of GDP) 44 48 49 49
Current account (% of GDP) 2.3 3.1 3.1 2.7

Greece GDP -2.3 -4.4 -3.6 0.1
Inflation 1.3 4.7 3.4 1.0
Unemployment rate 9.5 12.5 15.7 16.8
General government balance (% of GDP) -15.4 -10.5 -8.4 -7.7
Public debt (% of GDP) 127 143 157 162
Current account (% of GDP) -11.0 -10.4 -8.9 -7.3

Ireland GDP -7.6 -1.0 0.1 1.4
Inflation -1.7 -1.6 1.0 0.5
Unemployment rate 17.1 19.3 19.2 18.9
General government balance (% of GDP) -14.3 -31.9 -10.0 -9.0
Public debt (% of GDP) 64 97 113 119
Current account (% of GDP) -3.0 -0.7 1.1 1.7

Portugal GDP -2.5 1.3 -2.1 -0.5
Inflation -0.9 1.4 3.1 1.5
Unemployment rate 9.6 11.0 11.6 11.9
General government balance (% of GDP) -10.1 -9.1 -6.0 -5.6
Public debt (% of GDP) 83 93 99 103
Current account (% of GDP) -10.9 -9.9 -7.6 -5.1

UK GDP -4.9 1.3 1.4 1.8
Inflation 2.2 3.3 4.0 2.6
Unemployment rate 7.7 7.9 7.8 7.5
General government balance (% of GDP) -11.4 -10.4 -7.9 -7.3
Public debt (% of GDP) 68 78 86 90
Current account (% of GDP) -1.7 -2.5 -2.2 -1.9

Sweden GDP -5.3 5.4 4.4 2.5
Inflation -0.3 1.5 2.9 2.2
Unemployment rate 8.4 8.4 7.8 7.3
General government balance (% of GDP) -0.7 0.0 0.4 0.7
Public debt (% of GDP) 43 40 37 35
Current account (% of GDP) 7.0 6.3 6.7 6.3

Denmark GDP -5.2 2.1 1.2 1.7
Inflation 1.3 2.3 2.6 1.6
Unemployment rate 6.0 7.4 7.3 6.9
General government balance (% of GDP) -2.7 -2.7 -3.8 -3.0
Public debt (% of GDP) 42 44 46 47
Current account (% of GDP) 3.4 5.1 5.0 4.5

Norway GDP -1.6 0.3 2.4 2.5
Inflation 2.0 2.4 1.7 2.1
Unemployment rate 3.2 3.6 3.0 2.8
General government balance (% of GDP) 10.7 10.6 12.3 12.5
Public debt (% of GDP) 44 41 37 36
Current account (% of GDP) 11.8 12.4 12.7 12.8

Switzerland GDP -1.9 2.6 2.2 1.9
Inflation -0.5 0.7 0.9 0.9
Unemployment rate 3.7 3.8 3.2 3.1
General government balance (% of GDP) 1.2 0.5 0.6 0.7
Public debt (% of GDP) 41 40 39 38
Current account (% of GDP) 11.5 14.6 13.0 13.5
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Export destination markets in %

Sources: IHS Global Insight, IMF
Cumulative 12 months to the end of december, 2009 ! Using this table : Canada (row 1) sends 75 % of its exports to the USA (column 2)
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Canada 0.0 75.0 1.3 0.0 0.5 2.3 3.1 0.6 1.0 1.0 0.7 0.5 0.3 0.8 0.5 0.0 0.1 0.1 0.2 0.0 0.1 3.4 0.1 0.5 0.2 0.3 0.2 4.4 8.3 4.6 315.7

United states 19.4 0.0 12.2 0.5 2.5 4.8 6.6 1.6 2.7 4.1 2.6 1.2 0.8 3.1 2.0 0.2 0.2 0.2 0.7 0.1 0.1 4.3 0.4 0.3 0.2 1.7 0.5 15.3 20.9 16.5 1,057.1

Mexico 6.5 72.3 0.0 0.5 1.2 1.1 1.1 0.6 0.2 1.6 0.3 0.3 1.0 0.7 0.5 0.0 0.0 0.0 0.1 0.0 0.0 0.6 0.0 0.0 0.0 0.2 0.1 4.7 5.6 9.5 224.4

Argentina 1.0 6.4 2.0 0.0 18.8 1.0 9.3 1.2 0.8 2.3 0.9 2.4 2.9 3.8 0.6 0.3 0.2 0.0 0.2 0.0 0.3 1.4 0.1 0.1 0.8 1.0 1.6 14.2 17.6 36.9 58.9

Brazil 1.1 10.5 1.8 8.4 0.0 2.9 12.5 2.2 1.7 4.1 1.9 2.1 1.8 5.4 2.0 0.1 0.1 0.2 0.2 0.0 0.8 2.4 0.2 0.4 0.2 1.5 1.8 18.9 22.4 28.5 150.6

Japan 1.3 16.4 1.2 0.1 0.7 0.0 18.9 1.1 8.1 2.9 1.1 0.8 0.4 2.3 0.9 0.1 0.1 0.1 0.1 0.0 0.1 2.0 0.2 0.2 0.1 1.1 0.6 9.1 12.4 19.1 581.6

China 2.2 20.0 0.9 0.3 1.1 8.3 0.0 2.1 4.6 4.3 1.7 1.7 1.1 3.4 0.9 0.3 0.2 0.3 0.2 0.3 0.1 2.8 0.4 0.3 0.4 0.2 1.7 14.5 20.0 18.1 1,257.3

India 1.1 12.6 0.3 0.2 1.4 2.1 5.6 0.0 2.0 3.6 1.9 2.3 1.3 2.2 2.1 0.3 0.2 0.1 0.2 0.0 0.2 3.7 0.3 0.2 0.4 0.3 0.7 14.6 20.2 27.0 159.1

South Korea 1.5 10.8 2.3 0.1 1.4 5.8 23.2 2.3 0.0 2.4 0.8 0.8 0.6 0.8 0.6 0.9 0.2 0.1 0.1 0.0 0.1 1.0 0.3 0.4 0.1 0.1 1.4 7.6 11.9 25.0 341.9

Germany 0.6 6.7 0.6 0.2 0.9 1.3 4.5 1.0 1.0 0.0 10.1 6.3 3.9 6.6 5.2 0.8 5.9 0.9 0.5 0.6 0.8 6.6 2.0 0.8 1.6 4.4 2.5 41.9 62.6 11.1 1,122.2

France 0.7 5.7 0.4 0.2 0.7 1.4 2.3 0.7 0.8 15.9 0.0 8.2 7.8 4.0 7.4 0.9 0.9 0.5 0.6 0.5 1.3 7.0 1.2 0.4 0.6 2.9 1.4 48.2 61.6 16.6 484.2

Italy 0.7 5.9 0.6 0.2 0.9 1.3 2.3 1.0 0.7 12.6 11.6 0.0 5.7 2.4 2.8 2.1 2.3 0.4 0.3 0.1 1.3 5.1 0.9 0.4 0.6 4.7 2.2 42.6 57.0 19.0 404.8

Spain 0.5 3.7 1.5 0.4 0.9 0.8 1.3 0.5 0.4 11.1 19.3 8.2 0.0 3.0 2.8 1.1 0.9 0.3 0.4 0.1 9.2 6.2 0.8 0.5 0.6 1.7 0.9 56.6 68.4 15.9 217.5

Netherlands 0.4 4.0 0.4 0.1 0.3 0.7 1.3 0.5 0.5 25.5 9.3 5.1 3.5 0.0 12.5 0.8 1.3 0.9 0.8 0.3 0.8 8.2 1.7 1.0 1.2 1.6 1.3 60.9 77.0 8.9 499.0

Belgium 0.7 5.4 0.3 0.1 0.6 0.8 1.6 1.7 0.4 19.6 17.7 4.8 3.3 11.8 0.0 0.7 1.0 0.6 0.5 1.7 0.6 7.2 1.3 0.5 0.8 1.2 0.8 62.6 75.9 7.5 370.0

Greece 0.5 4.9 0.2 0.0 0.2 0.2 0.6 0.4 0.2 11.1 3.7 11.0 2.5 2.6 1.5 0.0 1.0 0.4 0.3 0.0 0.7 4.4 0.8 0.2 0.7 2.0 1.6 35.6 62.5 31.9 20.1

Austria 0.6 4.0 0.3 0.1 0.7 0.8 2.0 0.6 0.6 31.0 3.9 8.2 1.8 1.8 1.5 0.6 0.0 0.4 0.2 0.1 0.4 3.2 1.0 0.5 0.5 5.0 2.4 52.2 71.8 12.1 137.7

Finland 1.0 7.8 0.2 0.1 1.3 1.6 4.1 1.0 1.2 10.3 3.7 3.0 2.3 5.9 2.7 0.5 0.7 0.0 0.4 0.0 0.7 5.2 9.8 3.0 1.9 1.2 9.0 30.3 55.5 17.8 62.8

Ireland 0.5 20.5 0.6 0.0 0.3 2.1 2.0 0.2 0.4 5.7 5.6 3.4 4.2 3.5 17.8 0.4 0.4 0.3 0.0 0.2 0.5 16.3 0.8 0.6 0.5 3.0 0.3 41.9 61.5 3.9 114.2

Luxembourg 0.4 2.1 0.3 0.0 0.1 0.2 0.9 0.2 0.2 19.8 15.9 7.5 3.5 4.3 11.1 0.8 1.4 0.6 0.3 0.0 0.7 8.0 2.7 0.5 1.2 2.2 0.8 66.0 82.5 8.1 20.8

Portugal 0.4 3.3 0.7 0.1 1.0 0.3 0.7 0.1 0.1 13.0 12.0 3.7 26.2 3.6 2.4 0.3 0.6 0.4 0.4 0.2 0.0 5.5 1.2 0.3 0.7 0.9 0.3 62.9 73.1 17.7 43.4

UK 1.7 14.7 0.3 0.1 0.8 1.5 2.3 1.3 0.9 11.1 8.0 3.7 4.0 7.8 4.7 0.7 0.6 0.6 6.9 0.1 0.7 0.0 1.8 1.2 1.1 1.9 1.0 48.7 55.0 10.1 352.8

Sweden 0.9 6.4 0.5 0.2 0.7 1.2 3.1 1.3 0.7 10.2 5.1 3.1 2.4 4.7 3.7 0.5 0.9 6.4 0.5 0.1 0.6 7.4 0.0 10.6 7.3 1.0 1.4 38.1 58.3 10.2 131.3

Norway 2.1 4.8 0.1 0.0 0.4 1.0 2.0 0.4 1.9 13.4 8.5 3.0 2.2 10.9 2.6 0.2 0.2 1.2 1.0 0.0 0.8 24.3 5.8 0.0 3.4 0.5 0.8 44.0 80.4 3.9 120.7

Denmark 1.0 6.0 0.3 0.1 0.4 2.0 2.3 0.4 0.6 17.5 4.6 3.2 2.8 4.8 1.7 0.7 0.8 2.4 1.2 0.1 0.5 8.5 12.7 6.0 0.0 0.9 1.6 40.4 67.3 8.5 93.4

Switzerland 1.8 9.1 0.6 0.2 1.2 3.5 2.9 1.1 0.8 21.0 8.6 8.1 2.3 1.5 2.1 0.6 5.4 0.3 0.3 0.1 0.3 3.7 0.6 0.4 0.5 0.0 1.1 50.6 57.7 10.5 164.0

Russia 0.5 3.2 0.2 0.0 0.4 2.6 5.7 1.7 1.7 6.2 2.5 6.5 1.3 10.6 1.5 0.5 0.3 3.0 0.0 0.0 0.1 2.3 1.1 0.3 0.5 2.0 0.0 32.6 47.8 39.3 281.6

Euro zone 0.6 6.0 0.6 0.2 0.7 1.1 2.7 0.9 0.7 12.1 9.6 5.6 4.4 4.8 5.7 0.9 2.7 0.6 0.5 0.5 1.4 6.8 1.6 0.7 1.1 3.2 1.9 49.2 66.1 16.1 3,522.8

EU -27 0.7 6.2 0.5 0.1 0.7 1.1 2.5 0.8 0.7 13.3 8.9 5.4 4.1 4.9 5.1 0.9 2.5 0.9 1.0 0.4 1.2 6.2 1.8 1.1 1.2 2.7 2.0 49.0 66.4 12.4 4,582.5

Rest of world 1.7 21.6 2.0 0.4 1.2 9.0 17.5 4.3 5.2 4.8 2.3 2.8 1.8 2.5 1.8 0.2 0.6 0.1 0.2 0.0 0.3 2.2 0.6 0.1 0.4 1.1 1.0 17.6 22.4 62.9 3,355.9

Total imports 353 1,604 250 45 139 552 1,021 253 351 931 560 410 288 446 352 60 143 60 62 24 70 482 120 69 83 201 166 3,434 4,632 3,531 12,366.5

World trade



Sources : sources nationales, Euler Hermes forecasts Please refer to Euler hermes Economic Outlook 04/2011 for fuller details and comments on insolvencies
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International

insolvency update

Number Variation

2009 2010 2011 2012 2009 2010 2011 2012

Forecasts

USA 60,837 56,282 49,000 45,200 40% -7% -13% -8%

Brazil 3,041 2,414 2,410 2,480 19% -21% 0% 3%

Canada 5,420 4,072 3,990 4,070 -12% -25% -2% 2%

Japan 15,480 13,321 14,000 14,400 -1% -14% 5% 3%

China 4,448 3,715 2,970 2,670 -2% -16% -20% -10%

Australia 9,437 9,601 9,950 9,600 4% 2% 4% -4%

Korea (South) 1,998 1,570 1,420 1,480 -27% -21% -10% 4%

Taiwan 341 268 255 245 -58% -21% -5% -4%

Hong Kong 573 438 420 415 22% -24% -4% -1%

Singapore 135 142 130 130 2% 5% -8% 0%

France 64,524 63,365 60,400 58,700 12% -2% -5% -3%

Germany 32,687 31,998 29,200 27,400 12% -2% -9% -6%

Switzerland 5,215 6,255 6,070 5,760 24% 20% -3% -5%

Austria 6,902 6,376 6,190 6,060 9% -8% -3% -2%

Italy 9,400 11,400 11,600 11,200 29% 21% 2% -3%

Spain 5,175 4,905 4,700 4,470 79% -5% -4% -5%

Greece 650 810 970 950 15% 25% 20% -2%

Portugal 3,815 4,107 4,520 4,790 29% 8% 10% 6%

UK 35,185 29,111 25,600 24,300 17% -17% -12% -5%

Russia 15,473 16,009 15,800 15,400 11% 3% -1% -3%

Netherlands 8,040 7,268 6,950 6,450 73% -10% -4% -7%

Poland 673 691 620 580 57% 3% -10% -6%

Belgium 9,421 9,579 9,090 8,730 11% 2% -5% -4%

Sweden 7,638 7,274 6,740 6,460 21% -5% -7% -4%

Norway 5,013 4,435 4,200 3,900 38% -12% -5% -7%

Denmark 5,710 6,461 5,700 5,300 54% 13% -12% -7%

Finland 3,803 3,400 3,400 3,220 30% -11% 0% -5%

Ireland 1,406 1,556 1,530 1,450 82% 11% -2% -5%

Czech Republic 1,491 1,684 1,870 1,780 34% 13% 11% -5%

Hungary 14,636 17,700 13,500 12,700 24% 21% -24% -6%

Slovak Republic 784 887 700 680 35% 13% -21% -3%

Luxembourg 693 918 1,040 990 21% 32% 13% -5%

Lithuania 1,844 1,631 1,400 1,300 93% -12% -14% -7%

Latvia 2,149 2,574 1,800 1,650 67% 20% -30% -8%

Estonia 1,055 1,029 950 860 149% -2% -8% -9%

Number of business insolvencies
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> Argentina
Euler Hermes Argentina SA
Av. Corrientes 299 - 2° Piso
C1043AAC CABA Buenos Aires
Tel.: +54 11 4320 7157/77

> Australia
Euler Hermes Trade Credit
Underwriting Agents Pty Ltd.
Level 9, Forecourt Building
2 Market Street
Sydney, NSW 2000
Tel.: + 612 8258 5108

> Austria
Prisma Kreditversicherungs-AG
Himmelpfortgasse 29
1010 Vienna
Tel.: + 43(0) 5 01 02-0

> Bahrain
See United Arab Emirates

> Belgium
Euler Hermes Credit Insurance Belgium S.A. (N.V.)
Rue Montoyer, 15
1 000 Brussels
Tel.: + 32 2 289 3111

> Brazil
Euler Hermes Seguros de Crédito SA
Avenida paulista, 2,421 - 3°andar
Jardim Paulista
Sao Paulo /SP 01311-300
Tel.: + 55 11 3065 2260

> Canada
Euler Hermes Canada
1155 René-Lévesque West
Blvd., Suite 1702
Montréal Québec H3B 3Z7
Tel.: + 1 514 876 9656

> Chile
Euler Hermes Seguros de Crédito SA
Avda Kennedy 5735.Of.801, Torre Poniente
Las Condes, Santiago
Chile
Tel.: + 56 2 246 1793/86

> China
Euler Hermes Information Consulting (Shanghai) Co.,
Ltd. in Shangai, PRC
Unit F, 9th Floor
Mirea Asset Tower
166 Lujiazui Ring Road, Pudong
Shangai, 200120
Tel.: + 81 21 5 012 2220

> Colombia
Euler Hermes Colombia
Calle 72 6-44 Piso 3
Edificio APA
Bogota
Tel.: + 57 1 326 4640

> Czech Republic
Euler Hermes Cescob uverova pojistovna, A.S.
Molákova 576/11
186 00 Prague 8
Tel.: + 420 266 109 511

> Denmark
Euler Hermes Kreditforsikring
Amerika Plads 19
2100 Copenhagen O
Tel.: + 45 88 33 3388

> Estonia
Contact Finland

> Finland
Euler Hermes Luottovakuutus
IMannerheimintie 105
00280 Helsinki
Tel.: + 358 10 8 50 8500

> France
Euler Hermes SFAC
1, rue Euler
75008 Paris
Tel.: + 33 1 40 70 50 50

Euler Hermes World Agency
8, rue Euler
75008 Paris
Tel.: + 33 1 40 70 50 83

Euler Hermes Collections
59, avenue Marceau
75008 Paris
Tel.: + 33 1 40 70 15 55

> Germany
Euler Hermes Kreditversicherungs-AG
Friedensallee 254
22763 Hamburg
Tel.: + 49 40 8834 0

Federal Export Credit Guarantees
Friedensallee 254
22763 Hamburg
Tel.: + 49 40 8834 9192

Euler Hermes Collections GmbH
Zeppelinstr. 48
14471 Postdam
Tel.: + 49 331 27890-000

> Greece
Euler Hermes Emporiki SA
116 Laodikias Street & 1-3 Nymfeou Street
115 28 Athens
Tel.: + 30 210 69 00 000

> Hong Kong
Euler Hermes Credit Underwriters (HK) Ltd.
Suites 403-11, 4/F
Cityplaza 4
12 Taikoo Wan Road
Island East
Hong-Kong
Tel.: + 852 2867 0061

> Hungary
Euler HermesMagyar Hitelbiztosito Zrt.
Kiscelli u. 104
1037 Budapest
Tel.: + 36 1 453 9000

> India
Euler Hermes Services India Pvt.?Ltd.
4th Floor, Voltas House
23, J N Heredia Marg
Ballard Estate
Mumbai 400 001
Tel.: + 91 22 6623 2525

> Indonesia
PT Assuransi Allianz Utama Indonesia
Summitmas II. Building, 9 th floor
JI. Jenderal Sudirman Kav 61-62
Jakarta 12190
Tel.: + 62 21 252 2470 ext 6100

> Ireland
Euler Hermes Ireland
The Arch
Blackrock Business Park
Carysfort Avenue
Blackrock Co Dublin
Tel.: +353 1 200 0400

> Israel
ICIC,
2, Shenkar street
68010 Tel Aviv
Tel: + 97 23 796 2444

> Italy
Euler Hermes SIAC S.p.A.
Via Raffaello Matarazzo, 19
00139 Rome
Tel.: + 39 06 87001

> Japan
Euler Hermes Kreditversicherungs-AG
Japan Branch Office
Kyobashi Nisshoku Bldg. 7F
8-7 Kyobashi, 1-chome,
Chuo-Ku
Tokyo 104 0031
Tel.: + 81 3 3538 5403

> Kuwait
See United Arab Emirates

> Latvia
Contact Poland

> Lithuania
Contact Poland

> Mexico
Euler Hermes Seguro de Crédito S.A.
Blvd. Manuel Avila Camacho
#164, 8° piso
Col. Lomas de Barrilaco
Deleg. Miguel Hidalgo
Mexico DF CP 11010
Tel.: + 52 55 5201 7900

> Morocco
Euler Hermes Acmar
37, bd Abdelattif Ben Kaddour
20100 Casablanca
Tel.: + 212 5 2279 0330

> Netherlands
Euler Hermes Kredietverzekering NV
NV Interpolis Kredietverzekeringen
•Pettelaarpark 20
5216 PD’s-Hertogenbosch
Tel.: + 31 73 688 9999

> New Zealand
Euler Hermes Trade Credit Limited
Level 1, 152 Fanshawe Street
Auckland 1010
Tel.: + 649 354 2990/5

> Norway
Euler Hermes Kredittforsikring
Holbergsgate 21
P.O. Box 6875 St. Olavs Plass
0130 Oslo
Tel.: + 47 23 25 60 00

> Oman
See United Arab Emirates

> Philippines
See Singapore

> Poland
Euler Hermes Towarzystwo
Ubezpieczen S.A.
ul. Domaniewska 50 B
02-672 Warsaw
Tel.: + 48 22 363 6363

Registered office: Euler Hermes — 1, rue Euler —75008 Paris — France
Tel.: + 33 (0) 1 40 70 50 50 — Fax: + 33 (0) 1 40 70 50 17 — www.eulerhermes.fr
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> Portugal
COSEC - Companhia de Seguro de Créditos, S.A.
Av. da República, nº 58
1069-057 Lisbon
Tel.: + 351 21 791 3700

> Qatar
See United Arab Emirates

> Romania
Euler Hermes Servicii Financiare S.R.L.
Str. Petru Maior, nr.6,
Sektor 1
011264, Bucarest
Tel.: + 40 21 302 03 00

> Russia
Euler Hermes Credit Management OOO
Krymskiy Val, 3/2
Moscow, 119 049
Tel.: + 7 495 649 80 08

> Saudi Arabia
See United Arab Emirates

> Singapore
Euler Hermes Kreditversicherungs-AG,
Singapore branch
3 Temasek Avenue
# 03-02 Centennial Tower
Singapore 039190
Tel.: + 65 6297 8802

> Slovakia
Euler Hermes Servis, s.r.o.
Plynárenská 1
82109 Bratislava
Tel.: + 421 2 582 80 911

> South Korea
Euler Hermes
Credit Underwriters (HK) Ltd.
Korea Liaison Office
Room 1411, 14th Floor, Sayong
Platinum Building
156, Cheokseon-dong
Chongro-ku
Seoul 110 052
Tel.: + 82 2 733 8813

> Spain
Euler Hermes Crédito, Sucursal en Espan de Euler
Hermes SFAC-SA
Paseo de la Castellana, 95
Planta 14
Edificio Torre Europa
28046 Madrid
Tel.: + 34 91 417 77 67

> Sweden
Euler Hermes Kreditförsäkring Norden AB
KlaraBergsviadukten 90
P.O. Box 729
101 64 Stockholm
Tel.: + 46 8 555 13 600

> Switzerland
Euler Hermes Kreditversicherungs-AG,
Euler Hermes Reinsurance
Tödistrasse 65
8002 Zürich
Tel.: + 41 44 283 6 5 65 (Kreditversicherung)
Tel.: + 41 44 283 6 5 85 (Reinsurance)

>Taiwan
See Hong Kong

>Thailand
Allianz C.P. General Insurance co, Ltd
323 United Center Building
30th Floor
Silom road
Bangrack, Bangkok 10500
Tel.: + 66 2638 9000

>Tunisia
See Italy

>Turkey
Euler Hermes
Risk Yonetimi ve Danismanlik
Hizmetleri Limited Sirketi
Iz Plaza Giz, Ayazaga Yolu
No.9, Kat 14 Maslak
34398 Istanbul
Tel.: + 90 212 290 76 10

> United Arab Emirates
Euler Hermes
c/o Alliance Insurance Co. (PSC)
Warba Center, 4th Floor
Office 405
PO Box 183957
Dubai
Tel.: + 971 4 2116005

> United Kingdom
Euler Hermes UK plc
1 Canada Square
Londres E14 5DX
Tel.: + 44 20 751 29333

Euler Hermes Guarantee plc
Surety House
Lyons Crescent
Tonbridge, Kent TN9 1EN
Tel.: + 44 17 327 703 11

> United States
Euler Hermes ACI inc.
800 Red Brook Boulevard
Owings Mills, MD 21117
Tel.: + 1410 753 0753

Euler Hermes UMA inc.
(trade debt collections)
600 South 7th Street
Louisville, KY 40201-1672
Tel.: + 1 800-237-9386

> Vietnam
See Singapore

Registered office: Euler Hermes — 1, rue Euler —75008 Paris — France
Tel.: + 33 (0) 1 40 70 50 50 — Fax: + 33 (0) 1 40 70 50 17 — www.eulerhermes.fr
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