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PREFACE

The Boao Forum for Asia, as a non-governmental and non-profit international organization, has become an
important and high-profile platform for dialogues on Asian and global issues for government, industrial and
commercial as well as academic leaders in Asia and other continents. The forum is committed to pushing
Asian countries to fulfill their development goals through furthering regional economic integration. It also
focuses on development of, and cooperation among, the emerging-market economies to expand the external
communication channels of Asian economies and establish wider cross-regional links among them. The forum
has started to organize the compilation of the annual development report for the emerging-market economies
since 2010.

In 2010, the forum for the first time defined the term E11 (11 major emerging economies) in its annual
development report, which aroused widespread repercussions both at home and abroad. The 2014 report
continues to focus on the study of the E11 and introduces the basic economic and social conditions of the E11
economies. It also analyses the development of, and changes in, the economic cooperation among the E11
economies and between the E11 and developed economies before reviewing and anticipating the economic
situation and policies of the E11 economies.

Since the 1980s, the emerging-market and developing economies have seen their status in the world
economy improve continually as their economic scale expanded at a fast pace. Representing the emerging-
market and developing economies, the E11 economies have aroused great attention from all over the world.
Against the backdrop of slowing world economy in 2013, the E11 economies have maintained the growth
momentum seen in 2012 and injected fresh blood into the recovery process of the world economy. In retrospect,
the E11 economies achieved stable economic growth in 2013, although they differed from each other in
economic performance. Their employment situation was largely stable, but some of them suffered from high
unemployment rate. Their price levels rose mildly, but remained controllable on the whole. Their external trade
and investment growth remained slow and was yet to be improved. Meanwhile, their government debt levels
were much lower than those of the developed world and were further lowered in 2013.

In terms of foreign economic cooperation, the E11 economies have had increasingly closer internal
trade links. Their economic and trade links with the developed economies have had new characteristics.
Regarding trade, the internal trade links of the E11 bloc have been increasingly strengthened, while their trade
links with major developed economies have been on the decline. Regarding foreign direct investment, the
internal investment cooperation among the E11 economies have deepened and the bilateral investment flows
between the E11 and major developed economies have strengthened. Regarding financial cooperation, the E11
economies have become more active, with the BRICS economies, in particular, having played a leading role in
pushing foreign financial cooperation of the emerging-market economies.

Looking forward, in 2014, most E11 economies will continue to undergo the process of economic
development pattern transformation. Meanwhile, due to the complicated and volatile external economic
environment, for the E11 economies, the road leading to recovery will continue to be bumpy. To sum up, mainly

X 1



six factors will shape the economic trends in 2014: first, the economic recovery of the developed economies;
second, the developed economies’ monetary policy adjustment and its spill-over effect; third, the risk of
economic hard-landing some E11 economies will face; fourth, the slowing economic growth affecting the
internal trade links of the E11; fifth, the public debt risk; last but not least, elections in some E11 economies that
should be closely monitored.

Seen from the basic conditions and economic development trends of the E11 and the many risks they
will face, in 2014, it is not very possible that the economic fundamentals of the E11 will improve substantially,
although on the whole, they will bump along the way of recovery. We still believe that the emerging-market
economies will play a more important role in the world economy and push the world to become fairer, more

equitable and more balanced.

Al

Zhou Wenzhong
Secretary General
Boao Forum for Asia
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Chapter 1

Overview

1.1 Economic Situationsin 2013

The growth of emerging-market and developing
economies as a whole slowed down in 2013,
which indicates that the negative effects of the
global financial crisis still exist. This report will
review the overall development of the 11 major
emerging market economies (E11)" in 2013 from
the perspectives of economic growth, employment,
prices, trade and public debt.

1.1.1 Growth: Slowed Economic Recovery

The economic growth rate of the E11 as a whole in
2013 was slightly higher than that in the previous
year but different members have not displayed
the same characters. According to the IMF data,
the growth rate of the E11 was 5.1% (See Table
1.1) in 2013, an increase of 0.1 percentage points
from the previous year.” Such a growth rate
was 0.4 percentage points higher than the per
capita growth rate of the emerging market and
developing economies and also 3.8 percentage
points higher than that of developed economies.
From the perspective of individual countries, Turkey,
Argentina, Brazil, India and the Republic of Korea
(hereinafter referred to as Korea) achieved better
economic performance in 2013 than that in the
previous year, with their economic growth rate
forecasted by the IMF to be 3.8%, 3.5%, 2.3%, 4.4%

1 “E11" refers to the 11 major emerging market economies in the
G20, namely, Argentina, Brazil, the People’s Republic of China
(hereinafter referred to as China), India, Indonesia, the Republic
of Korea (hereinafter referred to as Korea), Mexico, Russia,
Saudi Arabia, South Africa and Turkey.

2 If not specifically mentioned, the 2013 data used in this chapter
are all based on estimation.

and 2.8% respectively, an increase of 1.6, 1.6, 1.3, 1.2
and 0.8 percentage points respectively from 2012.
Meanwhile, Mexico, Russia and Saudi Arabia saw
a considerable slide, with their economic growth
forecasted by the IMF to slow to 1.2%, 1.5% and 3.6%
respectively in 2013, a decline of 2.5, 1.9 and 1.5
percentage points respectively. The economy of the
People’s Republic of China (hereinafter referred to as
China) grew by 7.7% in 2013.

Table 1.1 Growth rates of the E11
in 2011-2013 (%) ;
World 39 3.1 3.0
developed economies 174 14 13

Emerging market and

; : 6.2 49 47
developing economies

EN 6.9 50 5.1
BRICS 7.2 55 5.7
Argentina 89 1.9 35
Brazil 2.7 1.0 23

China, People’s Republic of 93 g 7.7

India 6.3 32 44
Indonesia 6.5 6.2 53
Korea, Republic of 37 20 28
Mexico 40 37 12
Russia 43 34 1.5
Saudi Arabia 86 54 36
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South Africa 35
Turkey 8.8 22 38

Note: The growth rates of the E11 and BRICS economies are based
on the weighted calculation of the purchasing power parity
(PPP) converted GDP (current-price) of each economy.

Source: IMF (2014).

1.1.2 Employment: General Stability of Jobless
Rate

Employment conditions in E11 economies generally
maintained stability in 2013 and the unemployment
rate in some countries still stayed at a relatively
higher level. According to the IMF forecast, the
weighted average unemployment rate of the
E11 was 5.3% (See Table 1.2) in 2013, which was
generally the same as that in the previous year. The
data from China's Ministry of Human Resources
and Social Security indicate that the number of
newly-employed people in the country’s urban
areas continuously rose in the first three quarters of
2013 and reached 10.66 million and the registered
jobless rate had stood at 4.0% by the end of
the third quarter, a slight decline from 4.1% by
the end of 2012. According to the the Brazilian
Institute of Geography and Statistics, a total of 1.3
million people were registered jobless in Brazil in
September 2013, a jobless rate of 5.4%, which was 0.1
percentage points down from the average jobless
rate of the previous year. Data from the Russian
federal statistical authorities indicate that Russia’s
unemployment rate was 5.3% in September
2013, a decline of 0.7 percentage points from the
previous year. According to the Statistics South
Africa, the country’s jobless population was 4.609
million in the third quarter of 2013, a jobless rate
of 24.7%, which was 0.4 percentage points down
from the previous year. Employment conditions
remained generally stable in other E11 economies
in 2013 and a slight decline in the jobless rate was
reported, demonstrating an upward employment
prospect.

Table 1.2 Unemployment rates of the
E11in2011-2013 (%)

Argentina
Brazil 6.0 55 58
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China, People’s Republic of 4.1

India na. n.a. n.a.
Indonesia 6.6 6.1 59
Korea, Republic of 34 32 32
Mexico 52 50 48
Russia 6.5 6.0 57
Saudi Arabia 5.8 55 na.
South Africa 249 25.1 26.0
Turkey 9.8 9.2 94
E11 54 53 53

Note: In this report "n.a." means the data are not available, The
jobless rate of the E11 is based on the weighted calculation
of the total population of the EI1 economies.

Source: IMF (2013).

1.1.3 Prices: A Mild Rise and Generally
Controllable

In 2013, prices in E11 economies experienced a mild
rise and were generally controllable. According to
the IMF forecast, the average inflation rate of E11
economies stood at 4.8% (See Table 1.3) in 2013, an
increase of 0.2 percentage points from the previous
year. From the perspective of individual economies,
China witnessed a slight decline in its inflation rate
in the first nine months of 2013, and the other BRICS
countries—Brazil, India, Russia and South Africa—
witnessed a rise to different degrees. Statistics
from the Organization for Economic Cooperation
and Development (OECD) show that China's CPI
increased by 2.5% year-on-year in the first three
quarters of 2013, 0.1 percentage points lower than
the previous year's average. India, Russia, Brazil and
South Africa saw a CPI rise of 11.1%, 7.0%, 6.4% and
5.9% respectively during the nine-month period, an
increase of 1.8, 1.9, 1.0 and 0.2 percentage points
respectively from the 2012 average.

Table 1.3 Inflation rates of the E11
in 2011-2013 (%)

Argentina 10.0 10.5
Brazil 6.6 54 6.3
China, People’s Republic of 54 2T 2.7
India 84 104 109
Indonesia 54 43 7.3
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Korea, Republic of Turkey 109 -0.1
Mexico 34 4.1 36 E11 96 38 53
Saudi Arabia 37 29 38 Argentina 34 e 6l
South Africa 50 57 59 Brazil 29 03 14
Turkey 65 89 77 China, People's Republic of 89 5.2 6.5
EN 60 46 48 India 90 14 37
Note: The inflation rate of the Ell is calculated based on the Indonesia 58 -1.0 1.1
weighted GDP average of it E11 countries (denominated in .
the US dollar at the present price). Korea, Republic of 9.1 4.2 5.7
Source: IMF (2013). Mexico 7.5 35 26
Russia 6.7 4.1 20
1.1.4 Trade and Investment: Slow Growth Saudi Arabia 46 43 -04
The slow trade growth momentum of the E11 did South Africa 59 0.1 53
not change a lot in 2013. According to the IMF Turkey 6.0 13.0 35
forecast, the nominal trade growth rate of the E11 ET 76 42 44

was 4.8% in 2013, 0.8 percentage points up from
the previous year, of which, the import grew by
5.3% (See Table 1.4), an increase of 1.5 percentage
points, and the export grew by 4.4%, a rise of 0.2
percentage points. Despite a higher growth rate than
anticipated, the trade growth of the E11 is still at a
low level if compared with a 10 percent growth rate
it once achieved after the global financial crisis. Such
negative macroeconomic factors as the European
economic recession and the overall economic
deceleration of emerging economies have inflicted
comparatively big impacts to the trade of emerging
economies. Aside from this, protectionism is still a
prominent factor that allows no ignorance, with its
form becoming more covert than ever.

Table 1.4 Growth rates of the import and
export of the E11in 2011-2013 (%)

Import

Argentina 223 -5.9 74
Brazil 89 =23 6.2
China, People’s Republic of 10.1 6.2 76
India 8.1 1.8 3.1
Indonesia 125 14.0 14
Korea, Republic of 6.1 25 4.2
Mexico 7.1 37 0.2
Russia 16.9 10.7 26
Saudi Arabia 35 9.8 5.1
South Africa 9.7 6.3 5.1

Source: IMF (2013).

Global foreign direct investment activities
decreased by a large margin in 2012. The data
from the United Nations Conference on Trade and
Development (UNCTAD) showed that the world’s
FDI inflow volume was USD1.35 trillion in 2012, a
decline of 18.2% from the previous year, and 52% of
them flowed to developing economies. It was the
first time that developing economies absorbed more
FDI than developed economies. In 2012, the E11
witnessed a sharp drop in its FDI inflow and a slight
rise in its FDI outflow. According to the UNCTAD, the
volume of FDI inflow of the E11 decreased by 8.8%
year-on-year to USD347.451 billion in 2012, a decline
of 27.9 percentage points from a 19.1% growth rate
recorded in 2011, and the volume of FDI outflow
grew by 4.9% year-on-year to USD218.970 billion.
According to the UNCTAD forecast, the global FDI
volume in 2013 will be equivalent to that in 2012
with its ceiling expected to be USD1.45 trillion. Due
to fluctuations of the international financial market,
a sluggish recovery of developed economies as
well as the negative influences of some investment
policies adopted by emerging economies on
investor confidence, there will be big difficulties for
the E11 to boost its FDI growth by a large margin
in 2013, but a majority of E11 economies will still
remain an attractive investment destination.

1.1.5 Public Debt: Better Than Before

The fiscal conditions of the emerging market
economies have turned obviously better than
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