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*China—the
answer to our
economic prayers?

eSouth Korea—the
sandwich filling?

*Japan—the worst
IS over?

*\\Vhat this means
for the world
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Asia s top growth stars (and Japan)
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Asia s century pulls into view
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The best growth in a generation?
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Panda power China drives global growth
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China s economy: The 4.5 Uns

e Unstable,
e Unbalanced,
 Uncoordinated,

e Unsustainable
Wen Jiabao, March 2007

... and, sometimes...
e Unhinged

B Govt consumption [ Investment
— Private consumption —— External balance

China real GDP growth, contributions, ppts.
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The erosion of competitiveness

e Impact of export rebate
tax reforms

« RMB appreciation will
start to bite

o As will input costs—
land & labour

 Rising pressure to
Improve environmental
standards
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RMB real appreciation, % change year on year.
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Financial muscle

B US current account
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MENA denotes Middle East and North Africa. US Economist Intelligence Unit

current account is cumulative from 1996.



but is the RMB regime sustainable?
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China s vulnerability
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The Shanghai bubble
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Shanghai stockmarket; points; blocks denote

share price, line denotes market cap in RMB100m. Economist Intelligence Unit



Political uncertainty

@ Shanghai ® Shenzhen [ Beijing
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Beijing 3.7m All data are for 2007; US$
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Asia s top 10: GDP/head in 2005 vs 2030, US$

Japan 35,693
Australia 35,460
Singapore 26,921
N Zealand 26,430
H Kong 25,771
S Korea 16,372
Taiwan 15,730
Malaysia 5,249
Thailand 2,690
China 1,761

Singapore 153,930
H Kong 108,930
Australia 100,590
N Zealand 97,100
Japan 89,780
S Korea 86,610
Taiwan 69,340
Malaysia 27,210
China 26,780
Thailand 21,040
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S Korea: A rich market
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HNWIs denotes high net worth individuals with
liquid financial assets of US$1m or more.




and a productivity star
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but beware the North wind
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Source: Bank of Korea, Seoul.
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