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US Outlook – Truncated Expansion
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Extending the initial 
expansion will require new 

credit growth

Typical length of cyclical 
expansion: 4-6 years

* Dysfunctional banking sector & 
constrained credit growth

Deleveraging Growth from re-stocking & 
capital replacement funded 
by business profit (US profit 

up 31% in 2H 09)
Constrained credit growth 
means truncated business 
cycle: expansion duration 
reduced to 4-6 quarters
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Lack of Lending Capacity in US & Europe

• Dysfunctional banking sector 
means truncated business 
cycles

• Which in turn means higher 
volatility in the real economy

• Thus lower growth overall

2002 – 07 actual 
lending, average YoY

growth

2008 actual lending, 
average YoY growth

2010 projected lending 
capacity

(IMF)
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Divergence between US & Europe

YoY change, 2009
(The Conference Board)
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Eurozone Outlook – Internal Structural 
Incompatibility

* EU’s worsening internal structural tension

Unit labor cost, YoY
change 2007 – 2009 

(BIS)

Unemployment rate 
forecast for 2010 

(S&P)
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Emerging Asia – A Partial De-coupling

(Estimated with CEIC data)

* Asia’s banking sector is alive & well and functioning as it should

Credit Growth YoY
Jan. 09

Credit Growth QoQ
Jan. 09

Indonesia 9.2% 13.7%

Malaysia 8.6% 12.9%

Philippines 6.9% 14.5%

Thailand 3.3% 11.9%
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Emerging Asia – A Partial De-coupling

(IMF, MasterCard Asia/Pacific)

* Real GDP growth
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Emerging Asia – A Partial De-coupling

(Estimated with CEIC data)

* A China centric recovery

Growth of total 
exports 2Q – 4Q 2009

Growth of exports to 
China 2Q – 4Q 2009

India 24% 225%

Indonesia 70% 185%

Malaysia 45% 135%

Singapore 48% 106%

Taiwan 36% 91%



Emerging Asia in Post-Crisis Global Economy

9

Leading
producer

* Reshaping the global economy

historical Projecting forward in the 
post-crisis global economy

Emerging 
Asia

Leading
investor

Leading
consumer
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Emerging Asia in Post-Crisis Global Economy

* Emerging Asia will be an even stronger producer for the global market

China’s share of world exports
(IMF)

• India will join the ranks 
of key Asia exporters of 
manufactured goods in 
the coming decades

• China’s exports are fast 
becoming more capital 
& technology intensive
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Emerging Asia as a Leading Investor

(IMF, IFS)

US$ billion
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Emerging Asia as a Leading Investor

Emerging Asia’s share of total global 
outbound investment

(OECD)

• China accounted for 
25% total investment in 
clean energy 
technologies in 2009

• China & India 
investment in Africa will 
transform Sub-Sahara 
Africa in the coming 
decade
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Emerging Asia as a Leading Consumer

Size of private household 
consumption in 2008

(IMF)

* While the US consumer market is still the largest in the world, Emerging Asia will expand 
much faster in the future

Average growth per year of 
private household 

consumption in the next 5 
years

Incremental increase in 
private household 

consumption in the next 5 
years
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Business Implications

* Global business will need to re-think how they should engage Emerging Asia

The ability to make this shift 
will determine the eventual 
success or failure of many 

global businesses

The Traditional Product-
Centric Approach: 

products developed and 
perfected in developed 
markets, then sold as 
they are in emerging 

markets

The New Market-Centric
Approach: innovations & 
products development to 
be guided by conditions 

in emerging markets
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Business Implications

* Examples of the Market-Centric approach in action

� Porche’s latest model unveiled in the Shanghai auto show in 2009

� GE’s Healthcare innovations for rural India

� Applied Materials in China’s western city of Xi’an
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Intact Pathway of Wealth Creation in Asia 

the 
inheritance 
pathway

impacted by 
collapse of the 
equity markets 
& derivative 
products

*  the 3 pathways to affluence

Affluence

the 
entrepreneurial 
pathway

the 
professiona
l pathway

impacted by 
the financial 
sector 
meltdown
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Intact Pathway of Wealth Creation in Emerging Asia

2005 forecast for 2008;                                         
versus the actual estimated for 2008

China +22%

India +8%

Japan +6%

Singapore - 18%

Hong Kong - 11%

Malaysia +6%

*  Limited impacts of the 2008/09 global crisis

impacted by 
financial 
sector 
meltdown
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Being Market-Centric in the Affluent Markets in Asi a

How to make your brands 
relevant & fresh in 
Emerging Asia

Being Market-
Centric in Affluent 

Markets in 
Emerging Asia

How to adjust to the 
changing age profiles of 
the affluent in Emerging 
Asia

How to leverage the information 
intensive behavior of the 
affluent in Emerging Asia
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