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How resilient is economic recovery ?



 22/12/2009  2 

80

120

160

200

240

280

320

360

400

440

M
ar

-0
3

Ju
l-0

3

N
ov-

03

M
ar

-0
4

Ju
l-0

4

N
ov-

04

A
pr-

05

A
ug-0

5

D
ec

-0
5

A
pr-

06

A
ug-0

6

D
ec

-0
6

A
pr-

07

A
ug-0

7

Ja
n-0

8

M
ay

-0
8

S
ep

-0
8

Ja
n-0

9

M
ay

-0
9

S
ep

-0
9

EMU US Emerging Markets

Totale return in EUR  (MSCI, March = 100)

Equity markets                       
Upward momentum stalling



0

20

40

60

80

100

120

1 5 9 13 17 21 25 29 33 37 41 45

1929-1932 (Depression)

1973-1976 (Oil crisis)

2007-2009 (Credit crisis)

 22/12/2009  3 

Comparison with previous                

stock market crashes (S&P500) 

60

65

70

75

80

85

90

95

100

105

110

December 1929 = 100
March 1974 = 100
July 2008 = 100

World trade (volume)

Months since start of decline

60

65

70

75

80

85

90

95

100

105

110

0 3 6 9

1
2

1
5

1
8

2
1

2
4

2
7

3
0

3
3

3
6

3
9

4
2

4
5

June 1929 = 100

January 1974 = 100

March 2008 = 100

Industrial production (world)

Equity markets                       
Depression fears have faded



Global economy
Recession ended in the Summer

GDP-growth (annualized, in %)
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Developed markets
Fiscal stimulus versus ‘deleveraging’ households
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Labour market

Unemployment rate (in %)
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Labour market
US - Another jobloss-recovery
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Labour market
US – Green shoots indicate recovery next Spring...

Unemployment rate (in %)
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Home sales prices (YoY %-change)
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EMU – Less resilient than it looks
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Corporate spending 
Two speed world
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Corporate spending 
Two speed world
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Corporate spending 
Two speed world
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Corporate spending 
Two speed world
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Corporate spending 
Two speed world
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Cheap money
Monetary policy will remain loose
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Cheap money
Monetary policy will remain loose

Fed does not tighten policy before 
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Corporate spending 
Two speed world

-40

-30

-20

-10

0

10

20

30

40

50

ja
n/0

0

ju
l/0

0

ja
n/0

1

ju
l/0

1

ja
n/0

2

ju
l/0

2

ja
n/0

3

ju
l/0

3

ja
n/0

4

ju
l/0

4

ja
n/0

5

ju
l/0

5

ja
n/0

6

ju
l/0

6

ja
n/0

7

ju
l/0

7

ja
n/0

8

ju
l/0

8

ja
n/0

9

ju
l/0

9

China Newly started Investment Projects

Capital expenditure                   

(YoY %-change)

-20

-10

0

10

20

30

40

ja
n/0

0

ja
n/0

1

ja
n/0

2

ja
n/0

3

ja
n/0

4

ja
n/0

5

ja
n/0

6

ja
n/0

7

ja
n/0

8

ja
n/0

9

China

Bank loans to the private sector                         

(YoY %-change)

…or credit bubble ?



 22/12/2009  33 

-600

-500

-400

-300

-200

-100

0

100

U
K

U
S

N
orw

ay

S
w
ed

en

A
ustr

al
ia

E
M

U

B
ra

zi
l

M
ex

ic
o

C
ze

ch
 R

ep.

C
hin

a

P
ola

nd

H
ungar

y

Ja
pa

n

Change Central Bank’s policy rates since 

August 2007 (in basis points)

Developed 

markets

Emerging 

markets

Countries already 

tightening monetary policy

Cheap money
… too loose for emerging markets

Exchange rates to USD (USD per XXX)

60

70

80

90

100

110

120

ja
n/0

8

m
rt
/0

8

m
ei

/0
8

ju
l/0

8

se
p/0

8

nov/
08

ja
n/0

9

m
rt
/0

9

m
ei

/0
9

ju
l/0

9

se
p/0

9

nov/
09

Euro 
Brazilian Real
Mexican Peso 
Russian Rouble 
Korean Won
Chinese Renminbi



 22/12/2009  34 

Exchange rates to USD (USD per XXX)
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China is gaining weight …..

China's share of world demand
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…..but global demand remains cyclical

 Metals demand contracted by 9% in 
2009 and is expected to reach 2008 
levels not before 2011.

 Global growth of >2% is needed for 
metals demand to grow.

Or another commodity bubble ?
Too much too soon



Inventories are high and still rising …..      ….. but prices are already above marginal cost

Current 5y AVG

Aluminium 14.3 6.8

Copper 3.9 2.8

Nickel 13.2 5.7

Zinc 8 5.7

Oil 1.2 1.05

Source : Brook Hunt

Western World stocks in weeks of consumption

Or another commodity bubble ?
Too much too soon
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Continued fiscal policy support                                      
Risk: too early removal of stimulus 
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Bond markets not too worried yet
But higher intra-EMU spreads are here to stay
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World
Developed countries
Emerging markets

Real GDP-growth

(in %)
2007 2008 2009 2010

US 2.0 1.1 -2.5 1.7

EMU 2.7 0.7 -3.7 1.5

- Belgium 2,6 1.1 -3.0 1.7

Emerging Asia 10.6 6.7 5.4 7.2

- China 13.0 9.0 8.4 9.1

Emerging Europe 7.2 4.9 -6.5 2.3

Latin America 5.7 4.0 -2.3 2.7

World 5.2 2.7 -1.0 3.4

Real GDP-growth (in %)

Economic forecast KBC
Real GDP growth



December 

7th 2009

+ 12        

months

Central bank policy rates (in %)

- Fed 0.25 0.25

- ECB 1.00 1.00

10-year gov. bond yield (in %)

- US 3.45 3.15

- EMU 3.20 3.05

EUR/USD 1.48 1.40

Oil price (USD/barrel) 78 80

Financial outlook KBC



Summary

 Base scenario 2010: 
 Global recovery continues (no double dip)

• but weak and vulnerable in developed markets

• much stronger in emerging markets (Asia)

 Monetary and fiscal policy remain globally supportive

 Resulting in a globally benign financial environment

 Major threats:
 Surprisingly strong growth momentum in the short run

• generating inflation and asset bubbles in emerging markets

• and/or earlier than expected removal of monetary and fiscal stimulus in 
developed markets

 Labour market recovery weaker than anticipated, reigniting deflation risks


