The Word from Hansard

Asia - Asia's economies signaled that they are best placed to weather Europe's debt crisis this week as results from China's exports to job growth in South Korea and Australia surpassed analysts' forecasts.

Regional stocks rose after Chinese shipments abroad climbed 48.5percent in May from a year earlier, the customs bureau said on Thursday, and separate figures showed a jump in property prices. Unemployment rates in South Korea and Australia fell last month, according to government figures.

"These numbers are very positive," said Brian Jackson, a Hong Kong-based strategist at Royal Bank of Canada. "Asian countries have pretty strong fiscal positions and they've got growing domestic demand which will help insulate against any shocks out of Europe." Also, the "sharp pick-up in China's trade surplus will not go unnoticed in Washington, where there will be more pressure on the U.S. administration out of Congress to take a tougher line with China" on its currency, Jackson said.

Japan - Japan's economy expanded more than initially estimated in the first quarter, driven by exports and an upward revision to consumer spending.

Gross domestic product rose at an annualised 5percent rate in the three months ended March 31, faster than the 4.9percent reported last month, the Cabinet Office said on Thursday. "The economic recovery is starting to spread," said Yoshiki Shinke, senior economist at Dai-Ichi Life Research Institute in Tokyo. "So it's not just fast growth, it's quality growth as well."

Japan has grown for four straight quarters, following the country's worst postwar recession. From the previous quarter, it expanded 1.2percent, the same rate as the Cabinet Office estimated last month. That's faster than the U.S.'s 0.8percent and a 0.2percent gain in Europe.

Asia - The latest figures from Lipper show Asian appetite for risk was on the rise in the last quarter, with the Japanese market recording the highest amount of sales for the whole region. Net equity fund sales in Asia rose to over USD10bn in the first quarter of 2010, two and a half times the level of the previous quarter.

The region's most enthusiastic fund investors were the Japanese who bucked the general trend with a 6percent rise in overall sales. According to the report, one reason was their change in sentiment towards equity funds with investors moving USD1bn into equity funds during the quarter. Bonds remained the top selling asset class in Japan, particularly emerging market bonds, though their share diminished from 83percent to 69percent of sales.

Domestic sales in China and India went from positive to negative largely due to major outflows from their money market funds. However, equity fund sales increased in China and turned positive in India as locally invested funds bounced back to popularity.

U.S. - Federal Reserve Chairman Ben Bernanke on Wednesday moved to ease market jitters over financial turmoil in Europe, suggesting that any harm to the U.S. economy should be "modest" and that there may even be a few benefits.

Investors worldwide have piled into U.S. Treasuries as a safe-haven in recent weeks, reducing interest rates and borrowing costs for consumers.

Bernanke predicted the nation's economy will grow approximately 3.5percent in 2010, on the high end of the Fed's projections in April. He cited a moderate rebound in consumer spending along with a "solid" gain in business outlays on equipment and software that should continue. Yet, he said, growth would be restrained by a sluggish housing market and a dismal commercial real estate sector. Economist Brian Bethune of IHS Global Insight says the Fed chairman's remarks suggest interest rates likely will remain low "for quite some time." Many economists now say the central bank won't raise rates until 2011.

Europe - The European debt crisis has been contained and the International Monetary Fund still expects global growth of about 4.2percent this year, the institution's managing director said.

"We do believe the recovery is strong," Dominique Strauss-Kahn said. While rising debt levels are a risk to growth, mainly in Europe, authorities in the region "are now really committed to solve it" and "the problem has been contained," he said.

European Union governments this week vowed to police national budgets at an early stage and introduce a wider range of sanctions on excessive deficits to prevent a repeat of the Greece-fueled debt crisis that weakened the euro. They also pledged to press ahead with deficit cuts next year.

U.K. - The Bank of England will probably keep its emergency stimulus in place on Thursday to nurture economic growth as Prime Minister David Cameron prepares the deepest cuts in public spending since at least the early 1980s. Policy makers, led by Governor Mervyn King, will probably maintain the bank's bond holdings at GBP200 bn and the benchmark interest rate at a record low of 0.5percent, according to all economists in two Bloomberg News surveys. The bank will announce its decision at noon, in London.

Middle East - Gulf Arab states may have a single Shariah board for the region's Islamic financial institutions by 2013 to standardise the industry and increase services available to Muslims, a Shariah scholar said. Gulf Arab countries need a supreme Shariah council to give the industry "direction, because we would be concentrated less on proving other Shariah scholars wrong and more on using the Shariah to create more products," said Hussain Hamed Hassan, who heads Dubai Islamic Bank PJSC's Shariah committee.

Demand for Shariah-compliant products is increasing as the wealth of Muslims rises, spurred by export-led Asian economic growth and crude oil income in the Persian Gulf. Created in the 1970s, the Islamic finance industry's assets may quadruple to USD2.8tn by 2015 from about USD700bn in 2005, according to the Kuala Lumpur-based Islamic Financial Services Board.

Commodities - Gold declined for a third day on Thursday as a stronger euro and improving economies in Asia curbed bullion's appeal as a safe-haven and as some investors sold the metal to lock in gains after it climbed to an all-time high.

The euro gained for a third day against the dollar as data showed growth in the Asia-Pacific region and after Reuters reported that the head of China's pension fund said the euro will survive Europe's debt crisis. Gold advanced to a record USD1,252.11 an ounce on Tuesday.

"The resulting increase in risk appetite has led to further pockets of profit-taking in gold," said James Moore, an analyst at TheBullionDesk.com in London. Gold is likely "to move more in line with the dollar as a result of risk trades, while dips will continue to be viewed favourably by investment bargain hunters."

Commodities - Oil climbed above USD74 per barrel on Thursday after news of a surge in Chinese exports in May and as the International Energy Agency revised up its estimate of global oil demand growth for this year.

China's exports rose 48.5percent in May from a year earlier, which helped send oil up more than 3percent.

Spotlight on the future role of Asia in a global economy
Asia's sharp recovery from the global financial crisis has revived the claim that the region, along with other emerging powers such as Brazil, is at least somewhat economically decoupled from struggling western economies.

The decoupling theory took a knock during the 2009 global recession following the financial crisis because many Asian economies slowed sharply or contracted last year as their exports to America and Europe dried up.

But when the dust settled it was apparent they had held up better than advanced nations, helped in part by sounder banking sectors and domestic demand. They subsequently powered on, driven by monetary and fiscal stimulus, and are growing more quickly than the West.

The Asian Development Bank (ADB) forecast in April that developing Asia (the 44 ADB member countries and Brunei Darussalam) would grow by 7.5percent in 2010, up from 5.2percent in 2009. It predicted the region would expand by 7.3percent in 2011.

"Developing Asia quickly and strongly bounced back from the recent crisis," the ADB said in its 2010 outlook. "In fact, it led the world out of recession. This marks a complete reversal from the Asian crisis of 1997-98 when the region exported its way out of trouble."

In contrast to the prospects in developing Asia and other emerging markets, advanced economies face a more challenging outlook.

For instance, the International Monetary Fund forecasts American growth of 3.1percent and 2.6percent this year and next. Given the depth of the recession, many economists are disappointed by the track of the American recovery.

The IMF forecasts eurozone growth of just 1percent this year and 1.5percent in 2011, following the eurozone's 4.1percent contraction in 2009. Japan's economy shrank 1.2percent in 2008 and 5.2percent in 2009, but is forecast to grow just 1.9percent and 2percent in 2010 and 2011 respectively.

These figures have revived the decoupling debate, which is partly focused on whether domestic demand in emerging markets is becoming substantial enough to enable them to better withstand problems in key export markets like Europe and America.

Guy Longueville and Francois Faure, economists at BNP Paribas, asked in a recent research note whether beyond 2011 "emerging countries will be able to continue fuelling world growth as they did over the period 2002-08."

"They will. For most of them, the crisis did not erode potential growth that had been rising over the past decade," they wrote. "The biggest emerging economies have clearly pulled through this crisis even stronger, particularly China, India and Brazil, relative to the most industrialised countries," they added.

.
