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Three Basic Questions

• How will the global business cycle unfold over the next 24 
months?

• Should you be more worried about deflation than inflation?

• What are the financial market implications of this outlook?
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How Will the Global Business Cycle 
Unfold over the Next 24 Months?
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Slowing Should Have Been Expected 
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Global Output Growth Forecasts 
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G3: Nominal GDP Growth
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Massive Support for Greece… Ireland Next?
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EM vs. Mature Market Credit Growth EM Credit Growth by Region
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Current Account Shifts Ahead
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Should You Be More Worried about Deflation 
than Inflation?
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The Policy Response
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Central Bank Balance Sheets: 
Total Assets
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How Valid is the Slack Model?

G3: Manufacturing Capacity Utilization
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What Are the Financial Market Implications of 
this Outlook?
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Easy Money Globally…
Upward Pressure on EM Asset Prices
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Key Financial Market Implications of the Outlook

• Low rates in G3, downward pressure on high-grade spreads

• Continued upward pressure on equities, especially in EM

• More commodity price inflation, especially where supply is inelastic

• Upward pressure on EM FX: currency skirmishes

• Narrowing in EM-Mature credit spreads

• Eventually, inevitably higher G3 bond yields
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