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Regions

World Economy: Economic climate indicator increases across all regions
Western Europe: Economic expectations upgraded significantly
North America: Economic climate improves slightly

Eastern Europe: Economic climate remains subdued

CIS: Economic expectations brighten somewhat

Asia: Economic climate indicator rises sharply

Oceania: Expectations clearly more positive

Latin America: Recovery continues

Near East: Favourable economic climate persists

Africa: No unified economic trend

The survey is jointly conducted by the Ifo Institute and the Paris-based International
Chamber of Commerce (ICC).



Notes

The World Economic Survey (WES) assesses worldwide economic trends by polling transnational
as well as national organisations worldwide on current economic developments in their respective
countries. Its results offer a rapid, up-to-date assessment of the economic situation prevailing around
the world. In January 2013, 1,169 economic experts in /24 countries were polled.

WES is conducted in co-operation with the International Chamber of Commerce (ICC) in Paris.

Methodology and evaluation technique

The survey questionnaire focuses on qualitative information: assessments of a country’s general eco-
nomic situation and expectations regarding key economic indicators. It has proven a useful tool,
since it reveals economic changes earlier than conventional business statistics.

The individual replies are combined for each country without weighting. The grading procedure con-
sists in giving a grade of 9 to positive replies (+), a grade of 5 to indifferent replies (=) and a grade
of 1 to negative (-) replies. Overall grades within the range of 5 to 9 indicate that positive answers
prevail or that a majority expects trends to increase, whereas grades within the range of 1 to 5 reveal
predominantly negative replies or expectations of decreasing trends.

The survey results are published as aggregated data. The aggregation procedure is based on country
classifications. Within each country group or region, the country results are weighted according to
the individual country’s exports and imports as a share of total world trade.

CES - Center for Economic Studies — is an institute within the department of economics of Ludwig
Maximilian University, Munich. Its research, which focuses on public finance, covers many diverse
areas of economics.

The Ifo Institute is one of the largest economic research institutes in Germany and has a three-fold
orientation: to conduct economic research, to offer advice to economic policy-makers and to provide
services for the research and business communities. The Ifo Institute is internationally renowned for
its business surveys.

CESifo is the name under which the international service products and research results of both or-
ganisations are published.



WORLD ECcONOMIC CLIMATE IMPROVES

The Ifo World Economic Climate Indicator started to
rise again in the first quarter of the year. The upturn
was due to more favourable assessments of the current
economic situation, and particularly to sharply up-
wardly revised expectations (see Figures I and 2). The
indicator, presently at 94.1, is once again approaching
its long-term average of 96.0 (1997-2012). After sta-
gnating for the past six months, the global economy is

picking up (see Box 1).

Economic climate indicator increases across all regions

After last quarter’s decrease in the economic climate
indicator in almost all regions, the economic climate
brightened worldwide this quarter, with a significant
improvement seen in some regions. The World Eco-
nomic Climate indicator is now o
igure 1
nearly as high as in the second
quarter of last year and has almost

reached its long-term average. The

% change from previous year

on the other hand, were significantly more positive,
which led to a moderate overall improvement in the
economic climate. In the euro crisis countries there
are no major changes in the assessments of the cur-
rent economic situation compared to last quarter’s
survey. In Greece, Italy, Portugal, Spain and Cyprus
WES experts continue to describe the current econo-
mic situation as ailing. As far as the economic outlook
is concerned, an overall improvement is expected in
the euro area over the next six months with the ex-
ception of Cyprus, Finland, Portugal and Spain, where
the expectations of WES experts are slightly better,
but remain negative. In Eastern Europe the outlook
for the first half of 2013 brightened up a little, alt-
hough expectations are still pessimistic, but assess-
ments of the current economic situation remain
unfavourable. In Latin America, the economic climate
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more positive assessments of the
six-month economic outlook, while
assessments of the current econo-
mic situation improved only
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Box 1
Ifo Economic Clock and the Ifo World Economic Climate

A glance at the Ifo Economic Clock showing the development of the two compo-
nents of the economic climate index over the last six years can provide a useful
overview of the global, medium-term forecast. The business cycle typically proceeds
clockwise in a circular fashion, with expectations leading assessments of the present
situation.

According to the January survey, the Ifo indicator for the world economic climate
rose after two successive decreases. The increase in the indicator was mainly
driven by significantly more positive assessments of the six-month economic out-
look, while assessments of the current economic situation improved only slightly.
The indicator is now located in the middle of the “recovery” quadrant and is clear-
ly pointing upwards with regard to future economic development. After six months
of stagnation, the prospects for the world economy seem to be brightening.

Ifo World Economic Climate

improvement
Py

Recovery / Upswing Consolidated Upturn /Boom

- Present economic situation: - Present economic situation:
still bad, but improving 8 good
- Economic expectations: - Economic expectations:
positive positive
1V/2009 1112010

1120
12006 p""2007 '
Present economic
ot situation
good
{l/ 6 \ 7 8
112008 US sub-prime
credit crisis

111/2008;
3

- Present economic situation: - Present economic situation:
bad still good, but deteriorating

- Economic expectations: 2 - Economic expectations:
negative negative

Trough / Recession

Economic expectations
for the next six months Cooling-down /D
4

g

deterioration
Source: Ifo World Economic Survey (WES) 1/2013.

The Ifo World Economic Climate is the arithmetic mean of the assessments of the current
situation and economic expectations for the next six months. The correlation of the two cli-
mate components can be illustrated in a four-quadrant diagram (“Ifo Business Cycle Clock™).
The assessments on the present economic situation are positioned along the abscissa, the
responses on the economic expectations on the ordinate. The diagram is divided into four
quadrants, defining the four phases of the world business cycle. For example, should the as-
sessments of the interviewed experts on the present situation be negative, but the expecta-
tions became positive, the world business cycle is in an upswing phase (top left quadrant).

stimuli measures that are either
in the pipeline, or have already
been implemented, will help the
economy to recover further via
higher capital expenditure. Mo-
reover, disposable income is ex-
pected to continue to rise sharply
in these countries, which should
give an additional boost to pri-
vate consumption. Advanced
economies also look set to post
slightly higher growth rates. This
will mainly be due to a less con-
tractive fiscal policy in the euro
area and more buoyant domestic
demand in the USA after the ef-
fects of the fiscal policy damper
at the beginning of 2013 wear off.
However, in spite of all this, the
consolidation efforts required on
the part of the private and public
sector in nearly all advanced eco-
nomies should lead to less dyna-
mic growth than in most previous
recoveries.

Western Europe: Economic ex-
pectations upgraded significantly

The economic climate indicator
for Western Europe has started to
rise again, however, at 94.3 it still

improved slightly due to more positive expectations.
The current economic situation remains satisfactory.

World average inflation estimates for 2013 are 3.3%,
following an estimated inflation rate of 3.6 % for 2012.
WES experts on average expect short-term interest
rates to remain largely unchanged over the next six
months, but believe that long-term interest rates are
set to increase slightly. On worldwide average, econo-
mic experts expect moderate growth in the value of
the US dollar over the next six months.

In the light of these results, the world economy should
not slip into a recession during the forecasting period.
However, nearly all of the key advanced and emer-
ging economies are likely to experience a period of
economic weakness in early 2013, before world eco-
nomic expansion accelerates slightly over the course
of the year. In many emerging economies economic

remains below its long-term average of 104.7 (see Fi-
gure 3). The rise was due to considerably more posi-
tive expectations for the next six months. In contrast,
assessments of the present economic situation were
slightly downgraded and remain in unfavourable ter-
ritory (see Figure 4). The same pattern emerged in the
euro area (see Box 2). Here, the indicator moved up
to 95.1 (long-term average: 108.0, 1997-2012).

With regard to the current economic situation no
major improvements were reported by WES experts
throughout the euro area.In Greece, Italy, Spain, Por-
tugal and Cyprus they continued to describe the pre-
sent economic situation as very fragile (see Figures 5a
and 5b). In Slovenia, the economic situation worsened
compared to last quarter’s survey and is now also jud-
ged as very weak by the WES experts. In all of these
countries WES experts reported a strongly constrai-
ned supply of bank credit to firms (see Table 1). In
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an unfavourable current economic
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Belgium, France, Ireland, Luxembourg and the Net-
herlands the economic situation is only marginally
better than in the first group of “crisis countries”. Ho-
wever, economic expectations were upgraded consi-
derably in all euro countries compared to the
previous survey. In Belgium, France, Greece, Ireland,

1M 12 13 situation, but economic expectati-
ons have also been upgraded con-

siderably in these countries.
North America: Economic climate improves slightly

The economic climate indicator in North America
started to rise again and has reached 86.2 (previous
quarter: 80.3), but still remains below its long-term
average of 91.3 (1997-2012). The rise was mainly

WES 1/2013
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Box 2
World Economic Survey (WES) and GDP Growth in the Euro Area

The Ifo World Economic Climate for the 17 member countries of the euro area is
the arithmetic mean of the assessments of the general economic situation and the
expectations for the economic situation in the next six months. The January results
are based on the responses of 281 experts. As a rule, the trend of the Ifo Economic
Climate Indicator correlates closely with the actual business-cycle trend for the euro
area — measured in annual growth rates of real GDP (see Figure).

The Ifo Economic Climate Indicator for the euro area rose in the first quarter of
2013 after two successive decreases. Assessments of the current economic situa-
tion deteriorated slightly. Assessments of the six-month economic outlook, on
the other hand, were largely positive and are now at the highest level for nearly
two years. A silver lining to the current economic situation is emerging.

Compared to last quarter’s survey there are no major changes to assessments of
the current economic situation in the euro crisis countries. In Greece, Italy, Por-
tugal, Spain and Cyprus WES experts continue to describe the current economic
situation as ailing. The situation in Belgium, France, Ireland, Luxembourg and the
Netherlands is reportedly little better. WES experts in Austria and Finland asses-
sed the current economic situation as “unfavourable”. Germany and Estonia are
the only countries in which the current economic situation was positively assessed
by survey participants. In all euro member states apart from Estonia, the six-
month economic outlook brightened significantly. An overall improvement is ex-
pected throughout the euro area over the next six months with the exception of
Cyprus, Finland, Portugal and Spain, where the expectations of WES experts im-
proved slightly, but remain negative.

ECONOMIC GROWTH AND IFO ECONOMIC CLIMATE
FOR THE EURO AREA

% change over previous year Index 2005=100

7.0 170
6.0 4 160
50 r Real GDP 1 150
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0.0 100
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*) Arithmetic mean of judgement of the present and expected economic situation.
Sources: Eurostat, Ifo World Economic Survey (WES) I/2013.

ments of the present economic si-
tuation are less positive than in
the previous survey and fell
slightly below the satisfactory
level. However, the economic
outlook remains positive.

Eastern Europe: Economic
climate remains subdued

While the economic climate indi-
cator rose in all major regions of
the world, albeit in some cases
only slightly, there were no chan-
ges for the better in FEastern
Europe. Here, the indicator re-
mained at the same low level of
62.0 as in the previous quarter
(long-term average 1997-2012:
85.4). The current economic situ-
ation was again rated unfavoura-
bly. Economic expectations, albeit
some marginal improvements, do
not signal any major changes for
the better in the months ahead
(see Figures 4 and 7).

The relatively best economic per-
formance at present in this region
was still reported from Latvia
and Lithuania, to an even higher
degree than in the previous sur-
vey. WES experts there assessed
the current economic situation as
favourable. Only capital expendi-
tures in Lithuania are regarded
as weak at present. However, wit-
hin the next six months they are
expected to rebound, along with
strong exports. Overall, WES ex-

driven by more positive assessments of the present
economic situation. However, the economic outlook
also improved somewhat over the previous survey
(see Figures 3 and 4). Despite the improvement, in the
United States, assessments of the present economic si-
tuation have not yet reached a satisfactory level. This
is mainly due to capital expenditure, which has not re-
covered and remains subdued. However, WES ex-
perts have become more optimistic for the next six
months and expect an improvement in the US eco-
nomy (see Figure 6). In Canada, WES experts’ assess-

perts are fairly confident about the economic outlook
in both countries. In Bulgaria, the Czech Republic and
Poland the present economic situation remains unfa-
vourable, and to an even greater degree in the Czech
Republic and Poland than three months ago. For the
next six months WES experts do not expect any major
improvement in economic performance in Bulgaria
and the Czech Republic, although the export sector in
the Czech Republic is expected to strengthen over the
course of the next six months. In Poland, economic
development is expected to slow further. In Hungary
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and Romania WES experts reported a weak econo-
mic situation. In both countries, economic expectati-
ons deteriorated compared to the previous survey
and do not point to any substantial improvement wit-
hin the next six months.

In Eastern European countries outside the EU, the
present economic situation obviously showed some
improvement over the previous survey, but is still
rated as unfavourable in Albania and Serbia, and even
more so in Bosnia and Herzegovina and Croatia. As
far as future economic developments are concerned,
WES experts in Albania, Bosnia and Herzegovina, as
well as in Croatia are even more cautious than in the
previous survey. The economic outlook for the next
half year only cleared up slightly in Serbia. In Mace-
donia and Montenegro a satisfying economic situation
prevails, according to the experts surveyed. While the
situation is expected to remain at its current good
level in Macedonia in the months ahead, economic ex-
perts surveyed in Montenegro anticipate a worsening
of their economy.

CIS: Economic expectations brighten somewhat

The economic climate indicator for the CIS countries
covered by WES (Russia, Belarus, Ukraine, Ka-
zakhstan, Kyrgyzstan and Armenia) rose — as it did in
most other main regions — thanks to more positive ex-
pectations. In most of the region’s countries the pre-
sent situation remains at a satisfactory level.
Economic expectations brightened somewhat, but ex-
perts remain cautious (see Figure 4).

With regard to the present economic situation, in Be-
larus, Kazakhstan and Russia, no major changes were
reported versus the last survey. In Kazakhstan, and to
a lesser degree in Belarus, Russia, and Georgia', a fa-
vourable situation still prevails. The six-month out-
look was mainly upwardly revised by WES experts in
Russia, who are now positive concerning develop-
ments in the near future. In Georgia and Kazakhstan
the favourable present economic situation is also ex-
pected to prevail over the next six months. By con-
trast, the economic experts surveyed in Belarus
tended to express caution. In Armenia, the economic
situation deteriorated compared to last year’s survey.

! Georgia, which is not a member of the Commonwealth of Indepen-
dent States, is included in this group for reasons of geography and si-
milarities in economic structure.

The situation is regarded as weak in the country, as
well as in Kyrgyzstan and the Ukraine. Only WES
experts in Kyrgyzstan expect to see any economic im-
provement over the next six months. In Armenia and
the Ukraine the situation is expected to remain
subdued.

Asia: Economic climate indicator rises sharply

The economic climate indicator in Asia rose strongly
due to more positive assessments of the present eco-
nomic situation, and particularly of economic ex-
pectations for the next six months. The indicator now
stands at 97.4, and taking it above its long-term ave-
rage of 90.0 (1997-2012).

Malaysia, Indonesia and the Philippines are currently
among the best performing economies in the region,
according to WES experts. In all of these countries a
highly favourable economic climate prevails. The pre-
sent economic situation is rated as very good, and is
expected to remain so in the course of the next six
months. More specifically, the export sector in the
Philippines is anticipated to rebound in the next half
year. In Bangladesh, Sri Lanka and Thailand the eco-
nomic experts surveyed attested to a favourable pre-
sent economic situation. Only capital expenditure in
Bangladesh is regarded as weak. In all of these coun-
tries a positive economic outlook persists, particularly
in Bangladesh thanks to growth in the export sector.
The strongest improvement over the survey last year
took place in China and Hong Kong. Appraisals of
both the present economic situation and expectations
for the next six months were upgraded considerably.
The economic experts surveyed in both countries re-
vised their assessments of the economic situation
from unfavourable last year, to satisfactory. Economic
developments are expected to remain on an upward
trend in both countries for the next six months, while
strong exports are expected to give a special boost to
Hong Kong’s economy. In Papua New Guinea and
Singapore WES experts reported a satisfactory cur-
rent economic situation, but were only positive about
the outlook in Singapore. In Papua New Guinea, on
the other hand, the situation looks set to worsen so-
mewhat, according to WES experts’ assessments. In
India, South Korea and Vietnam the present economic
situation is still regarded as unfavourable, despite a
slight upwards revision in South Korea and Vietnam
versus the previous survey. While WES experts in
South Korea and Vietnam do not foresee any substan-




tial improvement in their economies in the coming six
months, the situation in /ndia does look set to im-
prove a little. In Japan, the current economic situation
deteriorated significantly versus last quarter’s survey
and is described as weak. The same is true of Pakistan
and Taiwan. However, in all of these countries the
economic outlook is remarkably more positive than
last quarter’s survey.

Oceania: Expectations clearly more positive

After its downswing last quarter, the economic cli-
mate indicator in Oceania has started to rise again.
While assessments of the current economic situation
worsened slightly, the economic expectations clearly
became more positive. In Australia, the overall eco-
nomy is regarded as favourable, despite some slight
downwards adjustments compared to the previous
survey. At present, capital expenditure is mainly per-
forming well. In the next six months, the favourable
situation is expected to persist, and export volumes
are expected to rise. In New Zealand, the assessments
of the present economic situation remain below the
satisfactory level. With regard to future economic de-
velopments in the next six months, however, WES ex-
perts were slightly more positive.

Latin America: Recovery continues

In Latin America, the rise of the economic climate in-
dicator that started in the fourth quarter of 2012 con-
tinued. Assessments of the present economic situation
remain satisfactory on average, despite some slight
downwards revision versus the previous survey. As far
as the economic outlook for the next six months is
concerned, WES experts were more positive (see Fi-
gures 4 and 9).

In Chile, Peru and Uruguay WES experts reported a
highly favourable present economic situation, which
has improved since the last survey. The economic si-
tuation also improved strongly in Paraguay compared
to last quarter’s survey and is now regarded as favou-
rable. This also applies to Bolivia and Colombia, de-
spite some downwards revision of the assessments
compared to last year’s survey. For the next six
months, the economic experts surveyed in all of these
countries remain positive with regard to future eco-
nomic developments in their countries, except for
Chile and Colombia. The WES experts in these coun-

tries take a more sceptical view of the economic de-
velopments ahead. In Costa Rica, Ecuador, Mexico
and Panama a satisfactory current economic situation
prevails. In most of these countries the situation is ex-
pected to remain at this good level. Ecuador is the
only country in which WES experts have become
more pessimistic regarding future economic develop-
ments. The present economic situation deteriorated
in Brazil and once again fell below the satisfactory
level. While private consumption is currently perfor-
ming strongly, capital expenditure, which is despera-
tely needed, is weak. However, WES experts
anticipate some economic improvement in the next
six months, including increases in capital expenditure.
In Guatemala and Argentina the current economic si-
tuation has been assessed as unfavourable. While pri-
vate consumption is at a satisfactory level at the
moment, capital expenditure is considered to be
weak. In Argentina, in particular, the investment cli-
mate for foreign investors at present is assessed as un-
favourable, with particularly heavy legal and
administrative restrictions for foreign firms and high
inflation. Within the next six months WES experts
also anticipate political instability to increase (see Ta-
bles 2 and 3). Nevertheless, for the next six months,
WES experts in both countries expect some economic
improvements in their economies. In Cuba, the Do-
minican Republic, El Salvador, Trinidad and Tobago,
as well as in Venezuela the economic experts surveyed
reported weak current economic performance. In E/
Salvador and Venezuela in particular the economic si-
tuation deteriorated versus last year’s survey, while
the economic outlook in Cuba and Venezuela promi-
ses no major improvements to current weak levels.
However, WES experts in the Dominican Republic,
El Salvador and Trinidad and Tobago did express
greater confidence regarding developments over the
next six months and expect the situation to improve
slightly.

Near East: Favourable economic climate persists

In the Near East the favourable economic climate
continues to persist, and the climate is in even better
shape than in the previous surveys (see Figure 10). On
the back of considerably upgraded assessments of
both the present economic situation and expectations,
the economic climate indicator rose to its highest
level since late 2011. However, the recent develop-
ments in Syria surely contrast strongly with those of
the region as a whole.
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Box 3

Is France the next crisis country in Europe?!

Rating agencies have recently expressed concerns regarding
the sustainability of French public debt. If France were to
lose the faith of private investors, the country would pose a
major threat to the stability of the euro area. We compare
the current economic situation in France to that of Germany
and Italy, and assess how serious the current situation actu-
ally is.

Despite the recent downgrade, French credit ratings are still
excellent, particularly when compared to those of Italy (see
Table below). Moreover, the yield on a 10-year government
bond is 2.1%, and hence nearly as low as that of a German
bund. The premium paid on credit default swaps is also re-
latively moderate, suggesting that private investors do not
perceive any serious risk of a sovereign default within the
next 10 years.

However, the sound economic situation in 1999 — the year
when the euro area’s single currency was introduced — and
the record low borrowing costs seen during the decade that
followed, have presumably led to developments that are not
sustainable. When compared to Germany in particular, the
French economy appears to have lost ground on several
fronts. Firstly, France’s public finances are in dire straits.
From today’s perspective it appears unrealistic that the
French government will be able to cut the high public deficit
of 4.5% relative to GDP in 2012 to 3% by the end of 2013,
and to 0% in 2017, as was mutually agreed with the EU. One
reason for this probable failure is that, despite its robust po-
pulation growth, France’s potential economic growth rate is
amere 0.9%. Another reason is that the growth forecasts of
the French government seem overly optimistic in the light
of the current slowdown in global economic activity. Mo-
reover, the high primary deficit (government net borrowing
excluding interest payments) indicates that the French pu-
blic sector needs substantial adjustment in order to stabilize
rising public debt levels (90% relative to GDP by the end
of 2012). Both Germany and Italy are running large primary
surpluses. In addition, among the three biggest euro area
economies France boasts the largest increase in public debt
since 1999, which is primarily due to an expansion in go-
vernment expenditure. Germany, on

ranking of the World Economic Forum shows that France
is far less attractive to international investors than Germany.
While Germany jumped from position 25 in 1999 to 6 in
2012 as a result of structural reforms, France virtually sta-
gnated.

Thirdly, and finally, far-reaching reforms are required in the
French labour market. The nationwide minimum wage is
high by international comparison (60% of the median wage
according to OECD), employment protection is complica-
ted, and deviations from industry-wide multi-employer
agreements are hardly possible. Moreover, unit labour costs
have increased strongly since 1999. Taken together, these
features of the French labour market have prevented the
unemployment rate from falling below 8% in the past, even
during economic booms, and have contributed to very high
youth unemployment. On a brighter note, the need to re-
form the public pension systems appears less urgent than in
Germany thanks to France’s high birth rates and robust po-
pulation growth. By the year 2030 the old-age dependency
ratio will be 39% (number of people aged 65+ as a percen-
tage of the labour force), and will therefore be much lower
than in Germany.

To sum up, France is still considered a “safe haven” by pri-
vate investors. Key economic indicators, however, point to
unsustainable developments that will require reform efforts
in the labour market and public finances in the near future.
Should the French government prove reluctant to under-
take these measures, investors may lose their faith in the
sustainability of French public debt. Given that France
needs to finance its current deficit and has to roll over old
debt as high as 9% of GDP in 2013, this might drive up bor-
rowing costs substantially. Moreover, higher borrowing costs
would make it even more difficult for the French govern-
ment to meet its deficit targets, and may ultimately lead to
a decline in the creditworthiness of the European Stability
Mechanism since France is its second biggest contributor.

! This box builds on “Exkurs: Ist Frankreich das nichste Krisenland in
Europa?” which appeared in “ifo Konjunkturprognose 2012/2013: Eurokrise
verzogert Aufschwung”, ifo Schnelldienst, December 2012, 65(24): 15-65.

the other hand, has lowered its expen-

Demography and Growth France Germany Italy
diture significantly thanks to structural |Potential GDP 2012-2014 (change in % per year) 09 15 0.4
reforms. Population 2012-2014 (change in % per year) 0.5 0.1 0.4
0Old-Age Dependency Ratio 2030 (2010) 39 (26) 4731) 4131)
Secondly, the French business sector’s ~ |Financial Markets
s . . Creditrating (S&P/Moodys/Fitch) November 2012 AA+/Aal/AAA AAA/Aaa/AAA BBB+/Baa2/A-
lack of competitiveness is a possible |1 v Govermment Bond Yield (in %) November 2012 21 14 49
reason for sluggish growth in GDP. |Credit Default Swaps (Premium/Basispoints) November 2012 127.7 66.4 302.6
Domestic prices (measured by the Public Refinancing Operations 2013 (in Bill. Euro/ in % of GDP) 191/9.1 186/6.8 232/14.2
R Public Finances
GDP deflator), for example, have in- |Govemment Net Lending (+)/ Borrowing (-) 2012 (in % of GDP) 45 0.2 238
creased by 26% since 1999, and hence  |Primary Balance 2012 (in % of GDP) -19 23 2.6
1 t | those in Italy. and Gross Government Debt 2012 (in % of GDP) 90.0 81.7 126.5
nearly as strongly as Y Gross Government Debt (change since 1999 in perc. pts.) 311 20.4 13.5
more than twice as strongly as those in  |Govemment Expenditures 2012 (in % of GDP) 56.4 452 50.9
Germany. As a I'CSlllt, France, like Government Expenditures (change since 1999 in perc. pts.) 3.8 -3.0 3.0
o, . . Competitiveness
Italy, lost about 40% of its share in glo- | cyment Account Position 2012 (in % of GDP) 22 57 12
bal trade between 1999 and 2012. And  |Current Account Position (change since 1999 in perc. pts.) 4.8 7.0 22
. . ser Net Foreign Assets 2011 (in % of GDP) -15.9 32.6 -20.6
while its current account pOSlthIl Net Foreign Assets (change since 1999 in perc. pts.) <79 28.1 -15.6
showed a surplus of 2.6% relative to |share in Global Trade 2012 (in %) 32 78 27
GDP in 1999’ the French economy Share in Global Trade (change since 1999 in perc. pts.) 225 -1.8 -1.5
. . . GDP Deflator (change since 1999 in %) 26.1 12.1 30.8
now relies on the inflow of foreign ca-  |yo14 Economic Forum Ranking 2012-2013 (1999-2000) 21(23) 6(25) 42(35)
pital to finance its current account de- |Labor Market
S o, : : B Total Unemployment Rate 2012 10.4 55 10.6
f1c1t of 2.2%. Net foreign liabilities Youth Un:l‘:ployymm Rate May 2012 s o 39
increased to 16% by the end of 2012. |t Labor Costs (change since 1999 in %) 29.0 9.5 356
MOI'COV@I‘, the latest competitiveness Sources: AMECO, Datastream, Eurostat, ILO, World Economic Forum, calculations of Ifo Institute.
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Table 1
In Israel, Saudi Arabia and the United Arab Emirates Supply of bank credit to firms,
the favourable present economic situation even im- G OIS E:
. Not constrained
proved compared to the previous survey. As far as the Canada 33
economic outlook is concerned, WES experts in Saudi Peru 7.9
. . . . . New Zealand 7.7
Arabia and the United Arab Emirates remain fairly Colombia 75
confident. Only the economic experts surveyed in Is- Hong Kong 1=
. . Paraguay 7.3
rael are somewhat cautious concerning future econo- Pakistan 7.2
. . . . Taiwan 7.1
mic developments. In neighbouring Syria no Australia -
improvement over the previous survey was reported Indonesia 7.0
. . . . Norway 7.0
and the economic situation continues to be weak with e 70
no positive signs for the next six months. In Lebanon Moderately constrained
: : Japan 6.8
WES ex.per.ts rePorted .a dc.atenoranon‘ of the current South Africa 68
economic situation, which is now considered as unfa- Czech Republic 6.7
. . . s Sweden 6.7
vourable. No major changes are anticipated in the Switzerland 67
next half year. By contrast, a satisfactory current eco- Germany 6.6
L . db S . South Korea 6.6
nomic situation was reported by WES experts in Tur- Lithuania 65
key and Jordan. The economic expectations for the Malaysia 6.5
. . . . Uruguay 6.5
next six months are considerably more positive in Finland 6.3
both countries. In Turkey the upturn in the export Mauritius 6.3
. . . Namibia 6.3
sector is mainly forecast to continue. Chile 6.2
Slovakia 6.2
Brazil 6.1
Israel 6.1
Africa: No unified economic trend Latvia 6.1
Turkey 6.1
United States 6.1
L . s . s . Austria 6.0
Countries in Africa display a highly differentiated Bulgaria 6.0
pattern as far as the economic climate is concerned. Mexico 6.0
. . . Guatemala 5.8
Thus, an aggregated climate index for the countries India 58
surveyed by WES on this continent makes little sense, Bosnia and Herzegovina 5.7
. L . Sri Lanka 5.7
and the following analysis will focus on specific eco- Argentina 54
nomic trends in the individual countries of Northern II:{“SSla 2‘3‘
rance 0
and Sub-Saharan Africa. Kazakhstan 53
Croatia 5.0
. . . . Poland 5.0
In the Northern African countries of Algeria, Libya Thailand 5.0
P Ukraine 5.0
and .Mor.occo assessments of the present e.conomlc si- United Arab Esmirates 50
tuation improved compared to the previous survey Zambia 5.0
and are now considered as satisfactory. This upward China 47
Denmark 4.6
trend is expected to continue in the next six months Netherlands 4.5
. . Nigeria 4.5
in these countries. In Egypt, no changes for the better e 43
were reported by WES experts. In Tunisia, the situa- Bangladesh 4-5
. . . Egypt 4.
tion even deteriorated compared to the previous sur- s{ge?a LETme 40
vey. An unfavourable present economic situation Kenya 4.0
ils in both ies. In E . Strongly constrained
prevails 1n both countries. In £gypt, current tensions Ttaly 31
are not expected to abate in the near future. WES ex- United Kingdom 3.0
. .. .. . Hungary 2.8
perts do not expect the situation in Tunisia to improve Madagascar 26
in the months ahead either. Albania 2.3
Slovenia 23
Zimbabwe 2.3
The economic climate indicator in South Africa rose f"‘;“%al ?g
relan .
strongly due to more positive assessments of both the Romania 1.6
present economic situation and even more so of eco- Spain 1.3
Greece 1.0

nomic expectations. However, the present economic Only countries with more than four responses were included
in the analysis.
'WES scale: 9 — not-, 5 — moderately-, 1 — strongly constrained

Source: Ifo World Economic Survey (WES) 1/2013.

situation has not yet reached a satisfactory level. By
contrast, as far as future economic developments over
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the next six months are concerned, WES experts have
clearly become more optimistic for the South African
economy (see Figure 10). In Congo Dem. Republic,
Congo-Brazzaville, Ghana, Kenya, Lesotho, Liberia,
Mauritius, Namibia, Sierra Leone as well as Zambia
WES experts view the present economic situation as
favourable. In all of these countries, WES experts re-
tained their positive view of future economic deve-
lopments over the next six months. In Angola, Benin,
Ethiopia, Gabon, Ivory Coast, Malawi, Mauritania, Ni-
geria, Senegal and Tanzania, WES experts assessed
the current economic situation as satisfactory and ex-
pect it to stabilize at its current good level in the
months ahead. Moreover, in Angola, Benin and Nige-
ria export volumes in the next six months are most li-
kely to increase and to have some positive impact on
the general economic situation. In Burkina Faso, Bu-
rundi, Comoros, Madagascar, Niger, Sudan, Swazi-
land, Togo, Uganda and Zimbabwe the current
economic situation is seen as unfavourable. In Sudan,
the economic instability caused by the Southern Su-
danese secession is being compounded by a high in-
flation environment. Within the next six months, no
substantial economic improvement is expected in
Burkina Faso, Burundi, Sudan, Swaziland, Togo and
Zimbabwe. By contrast, economic experts in Como-
ros and Uganda anticipate a slight upturn. In Niger
and Zimbabwe WES experts have a rather cautious
view of future economic development. In both Niger
and Mauritania, the experts surveyed fear some ne-
gative spillover from the political instability of
neighbouring Mali.

Price increase expected to slow down in 2013
General trends

On a worldwide average, the WES experts’ inflation
forecast for the year 2013 is lower than the price in-
crease experienced in 2012 (3.3% compared to 3.6%;
see Table 4). This tendency is widespread, with the ex-
ceptions of North America, Asia, the Near East and
Africa where practically no change in the inflation
rate is expected, and Latin America, where inflation
is expected to pick up.

Price trends by countries
On average for the euro area, the expected inflation

rate in 2013 will be 2.1% after 2.4% reported for
2012. Within the euro area the lowest inflation rates

in 2013 are expected particularly in the “crisis coun-
tries” Greece (1.3%)), Ireland (1.6%) as well as Portu-
gal and Cyprus (both 1.8%). Above the average of the
euro area lie the expected inflation rates again parti-
cularly in Estonia (3.8%) and Slovakia (2.7%).

In Western Europe outside the euro area the two ex-
tremes of the presumable price development conti-
nue to be also in 2013 Switzerland (0.3%) on the one
side and the United Kingdom (2.6%) on the other
side.

In Eastern Europe the inflation rate forecast for 2013
is with 3.3% significantly lower than the rate reported
for 2012 (3.9%). In Serbia inflation expectations for
this year remained the highest in the region but point
nevertheless to some success in fighting inflation
(6.4% compared to reported 11.0% in 2012). Also in
Hungary some slowdown of the inflation rate is ex-
pected (4.5% compared with 5.7% in 2012). The lo-
west inflation in the region will prevail in 2013 in the
euro countries Slovenia (2.5%) and Slovakia (2.7%)
as well as in Latvia (2.5%), Poland (2.6%) and the
Czech Republic (2.8%).

In North America, the 2013 inflation forecast for the
United States stands at 2.2% while for Canada it is at
1.9% and thus remains unchanged from the outcome
in 2012.

In Asia inflation expectations for 2013 also remained
at the same level as realized in the previous year
(3.3%). According to WES experts by far the highest
inflation rates in the region will once again prevail in
Pakistan (11.1%). In Sri Lanka (8.8%), Bangladesh
(8.0%) and Vietnam (7.5%) the expected inflation in
2013 will also be significantly higher than in the re-
gional average. In China inflation expectations for
2013 increased somewhat (from a reported 2.9% in
2012 to 3.7% in 2013), but remained clearly below the
high level of 2011 (5.6%) which had caused the Chi-
nese Central Bank to switch to a more restrictive
course of monetary policy. In South Korea the ex-
pected inflation rate in 2013 will also be higher than
in 2012 (3.1% compared to reported 2.7% in 2012).
Hardly any slowdown in the rise of inflation is ex-
pected in India (7.6% compared with 8.0% in 2012).
In Indonesia, another high inflation country, the 2013
inflation rate is even expected to rise somewhat
(6.3% compared to 5.6% in 2012). In Taiwan the tra-
ditionally moderate inflation climate will continue to
prevail in 2013 (1.6%). In Japan the expected price
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trend in 2013 will amount to only 0.3% which would
be significantly less than the 2% target inflation
aimed for by the newly elected government.

In Oceania inflation expectations for 2013 are so-
mewhat higher than the rate seen in 2012 (2.7% com-
pared to 2.3% in 2012). This is exclusively due to
Australia, where the inflation outlook for 2013 dete-
riorated from 2.4% in 2012 to 2.9% at present;in New
Zealand price expectations for this year are even
slightly lower than last year’s estimated inflation
(1.7% compared with 1.8%).

Latin America is — apart from Oceania — the only re-
gion where inflation expectations for this year are hig-
her than the 2012 inflation rate (7.7% compared to
7.0% in 2012). Countries with the worst inflation out-
look in the region are still Argentina (27.2%), and to
an even greater degree Venezuela (34.7%). At the
other end of the scale, countries with inflation rates
significantly below the regional average will once
again include Peru and E!l Salvador (both 2.7%),
Chile (2.8%) and Colombia (2.9%).In Brazil, the lar-
gest country in the region, an inflation rate of 5.6% is
expected for 2013, which would be almost identical
with the 2012 inflation rate.

Inflation expectations for 2013 also declined some-
what from the 2012 inflation level in CIS countries
(from 8.4% to 7.8%).The inflation rate in the Ukraine
(5.5%) will once again be lower than the regional ave-
rage. In Kazakhstan inflation rate is expected to hit
6.9% in 2013, making it somewhat higher than in 2012
(5.9%).The 2013 inflation rate will also be below the

Figure 11

EVALUATION OF CURRENCIES

Assessment points

regional average according to WES experts in Russia
(7.1%). Inflation rates in Belarus, on the other hand,
will remain above the regional average in 2013
(19.0%).

In the Near East the overall figures are strongly dis-
torted by figures for Iran and Syria. For that reason
the results for these two countries are featured in
Table 4, but are not used to calculate the aggregated
result for the Near East. Bearing this restriction in
mind, inflation expectations in this region for 2013
were almost unchanged from actual inflation in the
previous year (4.5% respectively 4.3% ). Within the
Near East inflation expectations remained rather sub-
dued in the United Arab Emirates (2.2%) and Israel
(2.0%). In Saudi Arabia the 2013 inflation rate will
amount to 5.3%, almost the same figure as in 2012. In
Turkey inflation in 2013 is expected to slow down so-
mewhat (from 8.1% in 2012 to 6.6% in 2013).

Price trends in Africa are still very heterogeneous.
Relatively low inflation rates for 2013 are expected in
Morocco (2.1%), Burkina Faso (2.6% ), Congo-Brazza-
ville Rep. (2.5%) and Gabon (3.1%). The 2013 infla-
tion expectations for the majority of countries covered
in the survey like Tunisia (4.2%), Ivory Coast (5.0%),
Congo Dem. Republic, Mauritania and Benin (in all
three cases 5.6%), South Africa (5.9%), Namibia
(6.2%) and Algeria (6.6%) lie in a medium inflation
bracket. High inflation rates of 10+ % will continue to
predominate in 2013, particularly in Sudan (36.5%),
Burundi (23.0%) and Malawi (20.0%).

Moderate rise of US dollar expected

On a worldwide scale the four
world currencies US dollar, euro,
the British pound and the yen
continue to be close to their

9.0
overvalued fundamentally appropriate va-
180 .
USD lues, according to WES experts’
BP y| & assessments. More than in pre-
iy M 160 vious surveys this now also ap-
propertly |/ /~— X 50 plies to the yen, which for a long
valued : .
time was regarded as overvalued
1 40 .
(see Figure 11).
DM/EUR 130
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5=ataboutproper value 4 2.0 However, major differences in
undervalued 1 = undervalued . .
‘ ‘ ‘ ‘ ‘ ‘ ‘ 10 currency evaluation remain by
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Source: Ifo World Economic Survey (WES) I/2013. their own currency as generally
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Figure 12
ACTUAL SHORT-TERM INTEREST RATES AND EXPECTED TREND

FOR THE NEXT 6 MONTHS (QUARTERLY DATA)
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overvalued in Belarus, the Ukraine, Israel, Egypt, An-
gola, Burundi, Comoros, Lesotho, Argentina, Mexico,
Paraguay, Uruguay and Venezuela. At the other end
of the scale, experts assessed their own currencies as
generally undervalued in some Eastern European
countries like Bosnia and Herzegovina, Czech Repu-
blic, Latvia and Macedonia, in two CIS countries
(Russia and Kyrgyzstan), in some Asian countries
(China, India, Bangladesh, Pakistan, Sri Lanka and
Taiwan), in two Near East countries (Saudi Arabia
and the United Arab Emirates),in some African coun-
tries (Morocco, Benin, Sierra Leone and Zambia), as
well as in some Latin American countries (Brazil, Bo-
livia and the Dominican Republic).

The answers to a supplementary survey question on
the likely development of the US dollar in the next
six months, regardless of how currencies are assessed
from a fundamental point of view, signal a slight
increase in the value of the US dollar over the course
of the next six months on worldwide average. How-
ever, this average masks diverging trends: an ex-
pected weakening of the US dollar in Australia,some
Eastern European countries (Bosnia and Herzego-
vina and Latvia), several Asian countries (China,
Hong Kong, the Philippines, Sri Lanka, Taiwan and
Thailand), in Israel, in a few African countries (Co-
moros, Lesotho and Namibia) and in some Latin
American countries like Paraguay and Peru.These re-
sults contrast with the increase in the value of the US
dollar expected particularly in Argentina and Vene-
zuela, as well as in some CIS countries (the Ukraine,
Armenia and Belarus) and in the majority of African
countries.

Slightly higher long-term interest rates expected

On a worldwide scale, short-term interest rates are
expected to remain largely stable over the course of
the next six months. After an extended downturn
since early 2011, long-term interest rates, on the other
hand, are expected to rise somewhat in the months
ahead (see Figure 12). However, some interesting dif-
ferences exist by country: in the euro area the high
long-term interest rates in “crisis-countries” hit par-
ticularly hard by the financial crisis like Greece, Ire-
land, Italy, Spain and Portugal are expected to shrink
further. In Western Europe outside the euro area
some remarkable differences can be detected. In
Sweden short-term interest rates are expected to sink
further, whereas long-term interest rates should pick-

Table 2
Legal and administrative
restrictions for foreign firms
Absent
Sweden 8.3
Hong Kong 7.5
Switzerland 7.3
Finland 7.2
New Zealand 7.2
Austria 7.0
Chile 7.0
Lithuania 7.0
Rather low
United Kingdom 6.9
Uruguay 6.8
Germany 6.7
Madagascar 6.6
Netherlands 6.6
Norway 6.6
Peru 6.6
Latvia 6.4
Denmark 6.3
Ireland 6.3
Mauritius 6.3
Spain 6.2
Mexico 6.0
Portugal 6.0
Australia 5.9
Czech Republic 5.9
Kazakhstan 5.9
Slovakia 5.9
United States 5.9
Poland 5.8
Namibia 5.7
South Korea 5.7
United Arab Emirates 5.7
Zambia 5.7
Bulgaria 5.6
Belgium 55
Malaysia 5.5
Turkey 555
Canada 54
Japan 5.4
Slovenia 5.4
Brazil 53
Colombia 53
Hungary 53
South Africa 52
Albania 5.0
Pakistan 5.0
Sierra Leone 5.0
Greece 4.7
Italy 4.6
France 4.5
Kenya 4.5
Nigeria 4.5
Paraguay 4.4
Bosnia and Herzegovina 43
India 43
Bangladesh 4.2
Guatemala 4.2
Israel 4.0
Rather high

Romania 39
Philippines 3.7
Sri Lanka 3.7
Thailand 3.7
China 3.6
Taiwan 3.5
Bolivia 34
Indonesia 3.0
Croatia 2.7
Egypt 2.6
Russia 2.6
Argentina 1.8
Zimbabwe 1.7
Ukraine 1.0

Only countries with more than four responses were included

in the analysis. WES scale: 9 - absent, 5 - low, 1 — high
Source: Ifo World Economic Survey (WES) 1/2013.




up over the coming months. In Norway, on the other
hand, both short- and long-term interest rates will
rise over the course of the next six months according
to the WES experts interviewed. This pattern — in-
crease at the short and long end of the interest rate
scale — also characterizes the situation in the USA ac-
cording to the survey. In Australia, on the other hand,
short-term interest rates will — according to WES ex-
perts — continue to sink in the months ahead, whereas
long-term interest rates are seen as almost near the
end of their downward trend. This pattern — a further
decline of short-term rates, but the stabilization of
long-term interest rates at the current level, or even
a moderate increase — is also typical for most Eastern
European countries. However, in contrast to the Eas-
tern European average, both short- and long-term-in-
terest rates in Poland are expected to decline further
over the next six months. In Russia, short-term inte-
rest rates will be more or less stable whereas long-
term interest rates are expected to decline somewhat
during the first half of 2013, following the average
pattern for CIS countries. In Latin America interest
rates — both short- and long-term — will increase in
the months ahead in Chile, Argentina and Uruguay,
whereas they will remain more or less stable in Brazil
and Mexico and will decline in Colombia. The situa-
tion in /ndia differs from the prevailing pattern of sta-
ble short-term and rising long-term interest rates in
Asia in that the central bank recently cut the policy
rate by 25 basis points for the first time since April
2012 and WES experts expect a further decline of
both short- and long-term interest rates over the
course of the next six months. In China WES experts
expect stable short-term and sinking long-term inte-
rest rates during the first half of 2013.

Table 3

Summary of the supply of bank credit to firms

For the first time on the WES questionnaire a question
was added on the extent to which firms in individual
countries are currently constrained by insufficient
access to bank credit due to bank-specific factors
(such as a bank’s health or banking regulation). As
shown in Table 1, the majority of WES experts repor-
ted a moderate constraint on firms in their country of
residence due to a lack of access to bank credit. The
negative impact of insufficient bank credits was only
regarded as a strong constraint on firms in a small
group of countries (twelve in total). These countries
include the euro crisis countries Greece, Ireland, Por-
tugal, Spain and Italy, as well as the United Kingdom
and some Eastern European countries like Hungary,
Albania, Slovenia and Romania. Interestingly, only
European and two African countries are in the group
of financially “strongly constrained” countries.

ICC Special Question:
SME:s and their importance to the economy

The official definition of small and medium-sized en-
terprises (SMEs) varies from country to country.
Most frequently an SME is limited to a maximum of
250 employees. However, some countries set the limit
at 200 employees, while the United States, for exam-
ple, considers SMEs to include firms with fewer than
500 employees.? According to the EU definition of

2OECD (2012): Glossary of statistical terms: small and medium sized
enterprises (SMEs), http://stats.oecd.org/glossary/detail.asp?ID=3123
(accessed 21 December 2012).

Assessment of the following factors influencing the climate for foreign investors in the next six months

Climate due to

Deterioration

Change for the next six months *

Improvement

Legal/administrative restrictions to
invest and/or to repatriate profits

Ukraine

Croatia, Greece,
Mauritius, Portugal

Political stability

Albania, Argentina,
Bangladesh, Bulgaria

China, Greece, Israel,
Kenya, Lithuania, Sierra Leone,
South Korea

* For the countries that are not mentioned in the table, no major changes relating to the climate for foreign investors
are expected during the next six months. Only countries with more than four responses were included in the analysis.

Criteria for selection of countries:

Deterioration: WES grade between 1.0 and 3.5

Improvement: WES grade between 6.0 and 9.0

Source: Ifo World Economic Survey (WES) 1/2013.
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Figure 13

A substantial and healthy SME sector is essential for a

sound national economy
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Source: Ifo World Economic Survey (WES) I/2013.

Figure 14

Access to bank credits for small- and medium-sized enterprises (SMEs) was
negatively affected by the worldwide financial crisis starting in 2008
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SMEs, the number of employees may not exceed 250
for a medium-sized company. The EU describes a
company with between 10 and 50 employees as small,
and a company with less than 10 employees as a micro
enterprise. In addition to the number of employees,
either the turnover or the balance sheet is also obser-
ved and should not exceed € 50 million, respectively
€ 43 million for SMEs. The importance of SMEs is
obvious as they constitute the overwhelming majority
of companies. In Europe, for example, SMEs account
for 99% of total business: “They provide two out of
three of the private sector jobs and contribute to
more than half of the total value-added created by
businesses in the EU. Moreover, SMEs are the true
back-bone of the European economy, being primarily
responsible for wealth and economic growth, next to

strongly disagree

4%

22%

Africa

strongly disagree

12%

27%

46%

Africa
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their key role in innovation and
R&D™3. So, not surprisingly ne-
arly all of the WES experts sur-
veyed in Western Europe see a
substantial and healthy SME

sector as essential for the natio-

2% — 4%

nal economy (see Figure 13).

o
27% 319

There is a broad and general
consensus across all regions re-
garding the importance of SMEs

to the economy.

In the second part of the ques-
tion WES experts were asked if
access to bank credit for small-

Asia  Near East
and medium-sized enterprises
was negatively affected by the
worldwide financial crisis. Accor-
ding to the economic experts sur-
veyed, this was the case primarily
in North America, Eastern and
Western Europe, Oceania and
CIS (see Figure 14). In Asia,
o Latin America, Africa and Near
East SMEs experienced some

33% 34% difficulties in obtaining bank cre-

dit according to WES experts,
although this problem does not

seem by any means as pronoun-

49%  a5%

ced as in the countries directly
impacted by the financial crisis.
Moreover, as demonstrated in

Table 1, the short supply of bank
credit mainly in European coun-
tries is not only limited to SMEs,

Asia  Near East

but is generally heavily constrai-
ning the entire economy at present, particularly in
Italy, United Kingdom, Hungary, Albania, Slovenia,
Portugal, Ireland, Romania, Spain and Greece.

3 European Commission (2012): Fact and figures about the EU’s
Small and Medium Enterprise (SME), http://ec.europa.cu/enter-
prise/policies/sme/facts-figures-analysis/index_en.htm (accessed 21
December 2012).




Table 4 Inflation rate expectations for 2013 (based on WES QI/2013 and WES QIV/2012)

Region QI1/2013 QIV/2012 | Region QI/2013 QIV/2012
Average of countries * 33 3.6 North America 2.1 2.2
High-income countries 2.2 2.3 Canada 1.9 1.9
Middle-income countries 6.6 7.2 United States 2.2 2.2
Upper-middle 6.3 7.1
Lower-middle 7.4 7.7 Oceania 2.7 2.3
Low-income countries 7.5 8.7 Australia 2.9 2.4
EU 27 countries 2.2 2.5 New Zealand 1.7 1.8
EU countries (old members) ¥ 2.1 2.4
EU countries (new members) * 32 3.8 Latin America 7.7 7.0
Euro area © 2.1 2.4 Argentina 27.2 24.5
Bolivia 5.4 5.1
Western Europe 2.0 2.3 Brazil 5.6 5.5
Austria 2.3 2.3 Chile 2.8 33
Belgium 2.0 2.7 Colombia 2.9 3.1
Cyprus 1.8 3.0 Costa Rica (6.0) (5.0)
Denmark 2.2 2.3 Cuba (4.0) -
Finland 2.4 2.8 Dominican Republic 5.0 33
France 1.7 2.0 Ecuador 4.7 4.8
Germany 2.0 22 El Salvador 2.7 4.8
Greece 1.3 2.0 Guatemala 4.1 4.6
Iceland 4.1) (5.4) Mexico 4.1 4.5
Ireland 1.6 1.9 Panama (6.5) (6.0)
Italy 2.5 2.9 Paraguay 5.7 4.6
Luxembourg 1.9 2.4 Peru 2.7 34
Monaco 2.0 2.0 Trinidad and Tobago (10.0) (11.0)
Netherlands 2.3 2.2 Uruguay 8.1 8.1
Norway 1.9 1.6 Venezuela 34.7 23.9
Portugal 1.8 2.9
Spain 23 2.8 Near East © 4.5 43
Sweden 0.9 1.4 Iran --- (32.0)
Switzerland 0.3 0.1 Israel 2.0 2.8
United Kingdom 2.6 2.6 Jordan 4.8 -
Lebanon 6.0 (7.0)
Eastern Europe 33 3.9 Saudi Arabia 53 (5.5)
Albania 34 32 Syrian Arab Republic (50.0) (20.0)
Bosnia and Herzegovina 3.6 32 Turkey 6.6 8.1
Bulgaria 33 4.1 United Arab Emirates 2.2 2.4
Croatia 34 34
Czech Republic 2.8 3.0 Africa 7.8 7.8
Estonia 3.8 3.8 Northern Africa 7.0 6.1
Hungary 4.5 5.7 Algeria 6.6 5.8
Latvia 2.5 2.8 Egypt 12.0 10.3
Lithuania 3.1 32 Libya (10.0) -
Macedonia 3.5) --- Morocco 2.1 (1.9)
Montenegro (4.0) (4.0) Tunisia 4.2 5.7
Poland 2.6 3.5 Sub-Saharan Africa 8.3 9.0
Romania 4.6 4.4 Angola 9.7 -
Serbia 6.4 11.0 Benin 5.6 52
Slovakia 2.7 3.6 Burkina Faso (2.6) 33
Slovenia 2.5 2.4 Burundi 23.0 18.5
Comoros 5.0 6.5
CIS 7.8 8.4 Congo Dem. Rep. 5.6 7.7
Armenia 6.8 5.5 Congo-Brazzaville Rep. 2.5) -
Belarus (19.0) 21.5 Ethiopia (15.0) (25.0)
Georgia @ (4.0) Gabon (3.1) (4.6)
Kazakhstan 6.9 5.9 Ghana (10.0) -
Kyrgyzstan 9.0 8.0 Ivory Coast (5.0) 3.5)
Russia 7.1 7.7 Kenya 5.0 9.7
Ukraine 5.5 52 Lesotho 6.3 5.5
Liberia 7.1 7.9
Asia 33 33 Madagascar 7.3 7.9
Bangladesh 8.0 10.4 Malawi (20.0) (30.0)
China 3.7 2.9 Mauritania 5.6 7.1
Hong Kong 3.8 3.7 Mauritius 43 5.1
India 7.6 8.0 Namibia 6.2 6.1
Indonesia 6.3 5.6 Niger 4.0 33
Japan 0.3 0.1 Nigeria 10.6 11.6
Malaysia 33 32 Sierra Leone 10.9 12.0
Pakistan 11.1 12.1 South Africa 5.9 5.6
Papua New Guinea (6.0) (6.0) Sudan 36.5 40.3
Philippines 3.5 3.9 Swaziland 6.2 6.4
Singapore 3.0 (3.0) Tanzania (11.0) -
South Korea 3.1 2.7 Togo 3.0) 3.0)
Sri Lanka 8.8 9.4 Uganda (5.0) (17.0)
Taiwan 1.6 2.1 Zambia 7.9 7.4
Thailand 3.2 3.5 Zimbabwe 3.8 4.4
Vietnam 7.5 9.2
* Within each country group or region the country results are weighted according to the share of the specific country’s exports and imports in the total
world trade. — () The data in brackets result from few responses. —* Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy,
Luxembourg, Netherlands, Portugal, Spain, Sweden, United Kingdom. —  Czech Rep., Cyprus, Estonia, Hungary, Latvia, Lithuania, Malta, Poland,
Slovenia, Slovakia, Bulgaria, Romania. — © Austria, Belgium, Cyprus, Estonia, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Malta,
Netherlands, Portugal, Spain, Slovenia, Slovakia. — K Georgia, which is not member of the Commonwealth of Independent States, is included in this
group for reasons of geography and similarities in economic structure. — © Aggregates without Iran and Syrian Arab Republic.

Source: Ifo World Economic Survey (WES) 1/2013 and 1V/2012.
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Ifo World Economic Survey

ifo

I is one of the leading economic research institutes in Germany and the one most often quoted in

the media

is an independent and competent producer of data and information on the national and
international economic situation

is an internationally oriented centre of empirical economic research
promotes the exchange of ideas with institutions, universities and researchers throughout the world

is known for the Ifo Business Climate, an internationally established leading indicator that
receives media focus every month

publishes the quarterly Ifo World Economic Climate index for 100 countries derived from the
Ifo World Economic Survey (WES)

Ifo World Economic Survey (WES)

conducted for more than 30 years among more than 1,000 economic experts of national and
transnational organisations in over 100 countries

assesses worldwide economic trends and has proved to be a useful tool, since it reveals
economic changes earlier than with traditional business statistics

global players like Volkswagen, Siemens and many others closely co-operate in WES and use the
results for their forecasting

WES results appear quarterly in the international press

WES is conducted in co-operation with the International Chamber of Commerce (ICC) in Paris

Become a member of the WES Expert Group, utilise the timely and exclusive
information on current economic developments in about 100 countries and
help to shape the future of this unique project

Ifo Business Climate

Ifo World Economic Survey

]
u
Membership form on our website @ I t t t
www.cesifo-group.de/wesexpert ns I u e
Leibniz Institute for Economic Research
at the University of Munich



Additional CESifo Journals

cesiie Forum i

EUROPEAN
BANKING UNION





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




