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At present, the international situation is changing, the world economy is stumbling, protectionism is
prevalent, anti-globalization is surging, and the prospects of global economic growth are full of uncertainty.
In particular, emerging economies face greater downward pressure. Therefore, on the basis of in-depth
analysis of the economic situation of emerging economies, this paper will analyze the factors affecting the
economic trend from the demand side, and look into the future economic growth prospects of emerging
economies. Compared with 2017, the year 2018 saw the economic growth of the E11 slip mildly. The
proportion of the E11 economies in world economy, based on market exchange or PPP, fell slightly, but
their economic scale has continued to expand. Meanwhile, the real per capita GDP growth of the E11 was
largely unchanged from that in 2017. From the demand side, we can first have a look at the respective
contribution of the three major growth engines in 2018. Although final consumption accounted for a smaller
proportion of economic growth of the E11 in 2018, it remains the pillar of economic growth. The proportion
of investment also dropped and it has played a diminishing role in promoting economic growth. In most
E11 countries, net export of goods and services has played a larger role in boosting economic growth
and made a positive contribution to growth. In China, however, its net export of goods and services has
played a diminishing role in boosting growth and its contribution to growth was negative. The Composite
Leading Index (CLI), Consumer Confidence Index (CCl) and Business Confidence Index (BCl), released by
the Organization for Economic Co-operation and Development (OECD) show that in the short term, the
economic growth of the E11 economies still faces multiple uncertainties. The possibility is high that growth
of the world economy may trend down in 2019, which will spill over to affect the economic performance
of the E11.The E11 is on the whole expected to maintain mid- and high-rate growth, but the possibility of
their growth rising strongly is slim.

Emerging Economies, E11, Economic Growth, Demand Side, Growth Prospects.

This paper would like to choose the E11 as the representatives of emerging economies, and
analyze their economic growth. E11 refers to the 11 major emerging-market economies in the
Group of 20 (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. The growth rates of world economies have failed to recover
simultaneously in 2018. The growth of the emerging economies eased slightly in 2018, with their
real per capita GDP growth almost unchanged from 2017. The proportion of the E11 in the world
economy, based on market exchange or PPP, slipped moderately, but their overall economic scale
has continued to expand. The demand-side analysis of contribution of the three major driving forces
for economic growth, i.e., investment, consumption and export, shows that although the proportion
of the final consumption expenditures in the E11 economies dropped moderately, they remain the
crucial driving force for economic growth; investment is playing a diminishing role in contributing
to economic growth; and, with a positive contribution to growth, the net export of goods and
services has played a larger role in promoting economic growth in most E11 countries; in China,
however, its net export of goods and services has played a diminishing role in promoting growth,
and the contribution to quarterly GDP growth was negative. In the short term, the growth of the E11
countries faces a lot of uncertainties, although in the long term, the E11 will maintain the mid- to-
high-rate growth trend.



Compared with 2017, the year 2018 saw the economic growth of the E11 slip mildly. The proportion
of the E11 economies in world economy, based on market exchange or PPP, fell slightly, but
their economic scale has continued to expand. Meanwhile, the real per capita GDP growth
of the E11 was largely unchanged from that in 2017.

1. Economic growth eases slightly

The economic growth rate of the world economy in 2018 was largely unchanged from that in
2017, but the trend of the strong recovery in individual economies, seen in 2017, failed to continue.
Except a small number of economies, such as the United States, most individual economies saw their
growth rates drop in 2018. Compared with 2017, the economic growth of the E11 was also lower in
2018. Calculation based on IMF data released in January 2019 shows that in 2018, the GDP growth of
the E11 was about 5.1% (See Figure 1), slightly lower than their growth rate in 2017, which was 5.2%.
Despite their easing growth, the E11 saw their growth rate higher than that of the world economy as
a whole and the G20 and much higher than that of the EU and G7. The trend has been close to what
we have forecast last year [1], i.e., the trend of the E11 maintaining high-rate growth is expected to
continue in 2018 and their growth rate is expected to be largely unchanged from that in 2017 (the
GDP growth of the E11 was about 5.1% for 2017, based on data in January 2018), but the possibility
of it continuing to rise strongly is big.

Growth rates of major economies in 2009-2018
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In 2018, growth rate in Indonesia and Mexico remained unchanged from 2017, and most of
the E11 economies saw their growth fall (See Table 1). The Chinese economy, which accounts for
about 49.1% of the overall scale of the E11 (based on market exchange rate, current-price dollar
in 2017) remained stable but there have been some worrisome changes, such as complicated and
harsh external environment; faced with downward growth pressure, its GDP growth slipped by 0.3
percentage point to 6.6%, constituting an important factor behind the easing growth of the E11. In
2018, the Chinese economy faced an unprecedented complex situation. External factors include the
China-US trade friction, which has escalated and worsened expectations, and the negative impact
from the tightening monetary policy stance by the US Federal Reserve. Internally, growth of fixed-
asset investment, especially infrastructure investment, fell significantly, the cool-off of the real estate
sector as result of consistent tightening of regulatory policies, and the social credit contraction caused
by the structural deleveraging measures, as well as the operational difficulties of private enterprises.
Those factors have combined to drag on the Chinese economy. In Turkey, its economic growth
rate slumped to 3.5% from 7.4%. Its serious currency depreciation, spikes in inflation, continually



rising unemployment rate, and expanding current account deficits have been the main causes of
the country’s slumping growth. Argentina’s GDP growth fell into the negative territory, slumping
to -2.6% from 2.9% in 2017. The exchange rate of the Argentine peso fell by nearly 50% and the
country’s inflation rate was close to 50%. Its financing costs hit a historical high (the Central Bank
of Argentina raised the benchmark interest rate to 60% in August 2018) and serious drought has
dealt a heavy blow to the country’s agricultural output. The situation in Argentina largely matches
our last year forecast [1], i.e,, it cannot be ruled out that economic recession may occur in some E11
countries in 2018. In Korea, its GDP growth slipped by 0.3 percentage point, mainly due to slowing
construction investment as a result of the government’s tightened real estate policies, the China-US
trade disputes that have affected its export of intermediate products, long-time consumption on
borrowed money that has led to continual rise in household debt levels, and increasingly serious
population ageing. And South Africa’s GDP growth slipped by 0.5 percentage point.

GDP growth rates of other E11 countries, however, have risen. India, which accounts for 10.6%
of the E11 in terms of economic scale (based on market exchange rate, current-price dollar) rose by
0.6 percentage point to reach 7.3%, which constitutes a major contribution to the overall economic
growth of the E11. The Indian government has taken a series of measures to support development
of manufacturing, including improving policies for foreign direct investment, attaching more
importance to low-cost housing to push development of infrastructure, implementing a slew
of policies to support development of textile industry, and providing special support for inter-
connectivity in coastal regions. Moreover, its relatively loose fiscal policy, slumping oil prices in
recent months and the moderate appreciation of India’s rupee have also boosted the country’s rapid
economic growth. Saudi Arabia’s GDP growth rose to 2.3% from -0.9%. Its increasing oil output and
development of the non-petroleum economy have played a major role in its growth. In the mid
and long term, it is conducive to help the country achieve stable growth to reduce reliance on oil
economy and promote development of other industries. Moreover, GDP growth of Brazil and Russia
picked up by 0.4 percentage point and 0.2 percentage point, respectively. Thanks to the combined
efforts of the E11 countries, in 2018, the economic growth of the E11 eased by 0.1 percentage point.

GDP growth rates of the E11 in 2009-2018 (%)

Argentina -5.9 10.1 6.0 -1.0 24 -2.5 2.7 -1.8 2.9 -2.6
Brazil -0.1 7.5 4.0 1.9 3.0 0.5 -3.5 -3.5 1.1 1.3
China 9.2 10.6 9.5 7.9 7.8 7.3 6.9 6.7 6.9 6.6
India 8.5 10.3 6.6 55 6.4 74 8.2 7.1 6.7 7.3
Indonesia 4.7 6.4 6.2 6.0 5.6 5.0 4.9 5.0 5.1 5.1

Korea, Republic of 0.7 6.5 3.7 23 29 33 2.8 29 3.1 2.8
Mexico -5.3 5.1 3.7 3.6 1.4 2.8 33 29 2.1 2.1

Russia -7.8 4.5 5.1 3.7 1.8 0.7 -2.5 -0.2 1.5 1.7
Saudi Arabia -2.1 5.0 10.0 54 2.7 3.7 4.1 17 -0.9 23
South Africa -1.5 3.0 33 22 25 1.8 1.3 0.6 1.3 0.8
Turkey -4.7 8.5 11.1 4.8 8.5 5.2 6.1 3.2 74 35
E11 35 8.5 7.3 5.6 5.6 5.2 4.9 4.6 5.2 5.1

Source: [2].

2. Continual expansion of economic scale and falling relative proportion

The economic scale of the E11 has expanded continually, but their proportion in the world
economy has been on the decline. According to the IMF forecast, although the economic scale of
the E11 (based on market exchange rate) increased to USD25.8 trillion from USD24.5 trillion in 2017,
its proportion in the world economy slipped to 30.4% (See Table 2) from 30.6%. The scale of G7
expanded to USD39.0 trillion from USD36.9 trillion while their proportion fell to 46.0% from 46.1%.
The scale of the EU rose to USD18.8 trillion from USD17.3 trillion and its proportion rose to 22.1%
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from 21.6%. The scale of the BRICS economies expanded to USD 20.0 trillion from USD18.6 trillion
and their proportion rose to 23.6% from 23.2%. The scale of the G20 increased to USD73.3 trillion
from USD 69.2 trillion, and their proportion rose to 86.5% from 86.4%.

Table 2. Changes in economic scale of major economy groups and their proportion in world economy in 2016-2018
(market exchange rate, current-price, USD billion, %)

2016 2017 2018
Total Increment Proportion Total Increment Proportion Total Increment Proportion
BRICS 16 869.1 544 223 | 185989 1729.8 23.2 | 20009.8 1410.9 23.6
ET1 22356.6 -28.4 29.6 | 244816 2125.0 306 | 258288 1347.2 304
EU 16 534.9 87.6 219 | 173254 790.5 216 | 187693 1443.9 22.1
G7 35685.0 957.7 472 | 36867.0 1182.0 46.1 | 39037.0 21699 46.0
G20 65 349.0 1109.9 864 | 691982 3849.2 86.4 | 733432 4144.9 86.5
WORLD 75652.6 1050.9 100.0 | 80051.0 4398.3 100.0 | 848355 4784.5 100.0

"Data for 2018 are estimates.
Source: [3].

Calculation of the current-price GDP increment of major economy groups, based on PPP,
shows that the economic increment of the E11 has been on the rise and far more than that of G7
and the EU in 2016-2018, although it has accounted for a smaller proportion of the world economy
(See Figure 2) From 2016 to 2018, the economic increment of the E11 gradually increased to 4.0
trillion international dollars from 2.7 trillion international dollars while that of G7 and the EU
gradually increased to 1.8 trillion and 1.0 trillion international dollars from 0.9 trillion and 0.6 trillion
international dollars, respectively. The economic increment of the E11 has been significantly more
than that of G7 and the EU. In terms of the proportion of the economic increment of major economy
groups to that of the world economy as a whole, in 2018, the proportion of the E11 was 51.8%, down
by 0.6 percentage point; that of the BRICS was about 43.2%, up by 0.4 percentage point; that of G7
was about 23.0%, up by 0.5 percentage point; and that of the EU was about 12.4%, down by 1.2
percentage points. Although the relative proportion of the economic increment of the E11 fell, the
E11's economic increment scale is still larger than that of G7 and the EU, and its proportion is still
higher than that of other economy groups, indicating that the emerging economies, represented by
the E11, remain an important driving force for global economic growth.

Figure 2. Economicincrements of major economy groups and the world economy in 2009-2018
(PPP-based, current price)
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3. Real growth of per capita GDP largery unchanged

In 2018, the real growth of per capita GDP of the E11 was almost unchanged from 2017, with
both of them standing at 4.3% (See Table 3). The real largely growth of per capita GDP of Brazil, India,
Mexico, Russia and Saudi Arabia rose while that of Argentina, China, Korea, South Africa and Turkey
dropped. That of Indonesia was largely unchanged. Among countries that saw their real growth of
per capita GDP, Saudi Arabia registered the highest growth rate of per capita GDP (3.6%) due to
the rapid growth of non-petroleum industries. India’s growth of per capita GDP was the second-
highest (0.6%) and Brazil ranked the third place (0.5%). That of both Russia and Mexico was 0.2%.
Among countries that have had declining per capita GDP growth, Argentina has the steepest
decline (5.4%), followed by Turkey (4.0%). That of South Africa, Korea and China was 0.5%, 0.3% and
0.2%, respectively. According to forecast by office of China’s Central Financial and Economic Affairs
Committee, China’s economic scale may reach RMB 90 trillion in 2018, or USD13.7 trillion, based on
average USD-RMB exchange rate, with its per capita GDP standing at USD 9.900.

Real per capita GDP growth of the E11in 2009-2018 (%)

Argentina -6.8 8.4 4.8 -2.1 1.3 -3.6 1.6 -2.9 1.7 -3.7
Brazil -1.2 6.5 3.0 1.0 2.1 -0.4 -4.3 -4.2 0.2 0.7
China 8.7 10.1 9.0 74 73 6.7 6.4 6.1 6.3 6.1

India 6.9 8.7 5.2 4.1 5.0 6.0 6.8 5.7 53 59
Indonesia 3.2 4.9 43 4.5 4.1 3.6 35 3.7 3.8 3.8
Korea, Republic of 0.2 6.0 29 1.8 24 2.7 2.2 25 2.6 23
Mexico -6.6 3.8 24 24 0.2 1.7 2.2 1.8 1.0 1.2
Russia -7.8 4.5 5.0 3.6 1.7 0.6 -2.6 -0.3 1.5 1.7
Saudi Arabia -5.3 1.6 6.8 25 -0.1 1.1 33 -0.7 -33 0.2
South Africa -2.9 1.6 1.8 0.7 1.0 0.3 -0.3 -1.0 -0.3 -0.8
Turkey -6.1 6.8 9.6 3.5 7.0 3.8 4.7 1.8 6.1 2.1

E11 26 7.5 6.3 4.6 4.7 4.3 4.1 3.7 4.3 43

' Real per capita GDP growth of the E11 is based on the weighted calculation of the total of PPP-based, current-price GDP of individual E11 countries. There are
slight differences between data in the text of the report and those in the table due to rounding. The 2018 data are estimates.
[2].

From the demand side, we can first have a look at the respective contribution of the three
major growth engines in 2018. Although final consumption accounted for a smaller proportion of
economic growth of the E11 in 2018, it remains the pillar of economic growth. The proportion of
investment also dropped and it has played a diminishing role in promoting economic growth. In
most E11 countries, net export of goods and services has played a larger role in boosting economic
growth and made a positive contribution to growth. In China, however, its net export of goods
and services has played a diminishing role in boosting growth and its contribution to growth was
negative.

1. Final consumption expenditures is pillar of economic growth

The proportion of final consumption expenditures in the E11 economies dropped moderately,
but it remains the pillar of economic growth. From 2015 to 2017, the ratio of year-on year final
consumption expenditures to GDP in E11 countries fell to 72.2% from 73.4%. In terms of performance
of individual E11 countries, Argentina, Brazil and South Africa have had the highest ratio of year-on-
year final consumption expenditures to GDP, which were 83.8%, 83.8% and 80.2%, respectively. That
of Mexico, Turkey and Russia were 77.6%, 74.2% and 70.4%. The ratios were relatively lower in India,



Indonesia, Saudi Arabia, Korea and China, which was 69.8%, 67.0%, 68.4%, 63.9% and 63.3% (See
Figure 3). It indicates that final consumption still plays a crucial role in the E11 economy and serves
as a sustained and stable growth engine for the E11 countries.

In the E11 countries as a whole (except China), the final consumption expenditures have
played a diminishing role in boost economic growth. According to WIND data, the role of final
consumption expenditures in boosting the year-on-year quarterly GDP growth has weakened the
most in Argentina, whose ratio of final consumption expenditures to its year-on-year quarterly GDP
dropped to 4.0 percentage points in the first quarter of 2018 from 4.1 percentage points in the fourth
quarter of 2017 and further fell to -3.7 percentage points in the third quarter of 2018. In Russia,
the contribution of final consumption expenditures in boosting its year-on-year quarterly GDP
growth has also gradually weakened to 1.5 percentage points in the second quarter of 2018 from
2.2 percentage points in the fourth quarter of 2017. In Brazil, the contribution of final consumption
expenditures has also weakened and fallen to 1.0 percentage point in the third quarter of 2018
from 2.1 percentage points in the fourth quarter of 2017. In South Africa, the contribution of final
consumption expenditures to its year-on-year quarterly GDP has first risen to 1.9 percentage pointsin
the first quarter of 2018 from 1.7 percentage points in the fourth quarter of 2017, before falling to 1.1
percentage points in the third quarter of 2018. Korea has a similar situation, with the contribution of
final consumption expenditures to its year-on-year quarterly GDP rising from 2.2 percentage points
in the fourth quarter of 2017 to 2.7 percentage points in the first quarter of 2018, before falling to 1.9
percentage points in the third quarter.

China has also seen the contribution of its final consumption expenditures to year-on-year
quarterly GDP first rise before falling, but it has been largely on the rise and the rise has been strong.
It first rose to 5.3 percentage points in the first quarter of 2018 from 3.1 percentage points in the
fourth quarter of 2017 and then fell to 5.0 percentage points in the third quarter of 2018. In terms of
contribution of final consumption expenditures to quarterly GDP growth, according to data released
by the National Bureau of Statistics of China (NBS), in the first three quarters of 2018, the accumulative
ratio of the country’s final consumption expenditures to quarterly GDP growth was 77.8%, 78.5% and
78%, respectively, the first time it has exceeded 75% for three consecutive months since the bureau
first started to release the data. The ratios were 46.5, 47.1 and 46.2 percentage points higher than that
of gross capital formation. The ratio of services expenditures to GDP growth has risen continually (in
the third quarter of 2018, the ratio was 52.6%, up by 0.2 percentage point), constituting a strong and
stable buttress for GDP growth and indicating that final consumption expenditures have become
the “stabilizer” and “ballast stone” to push China’s economic development.

Ratio of final consumption expenditures of the E11 to economic growth in 2015-2017
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'Countries are listed based on their 2017 data.
2 China’s data come from the National Bureau of Statistics of China: http://www.stats.gov.cn/english/.
[4].



2. Weakened role of investment in pushing economic growth

The E11 countries, except Argentina, Brazil and India, have seen their gross investment to GDP
ratios drop across the board, indicating that the role of investment in boosting economic growth
is weakening in the E11. Compared with 2017, the investment to GDP ratio in Argentina in 2018
jumped the most (5.1%) among the E11 countries, followed by India (0.8%). In Brazil, the ratio rose
by 0.6 percentage point (See Figure 4). In contrast, the investment to GDP ratio in Russia dropped
the most (3.1%) among the E11 countries, followed by Saudi Arabia (1.3%). It fell by 0.6 percentage
point in Mexico. The ratio dropped only slightly in Indonesia (0.03%). The ratio was also low in China
(0.2%). According to data released by the National Bureau of Statistics of China, from January to
October 2018, fixed-asset investment (investment by farmers not included) increased by 5.7%, up by
0.3 percentage point compared with the first three quarters of 2018. It has continued to rise after it
stabilized in September. In terms of detailed investment structure, infrastructure investment growth
has bottomed out and increased by 3.7% in the first ten months, 0.4 percentage point higher than
in the first three quarters. In the future, as China continually implements its policy of “stabilizing
employment, finance, foreign trade, foreign investment, investment and expectations’, the
construction of a series of major projects will be accelerated and the infrastructure investment will
continue to be stable. Moreover, industrial transformation, upgrading and innovation have become
a major driving force for manufacturing investment growth. China’s manufacturing investment has
continued to maintain fast-rate growth, increasing by 9.1% year-on-year, up by 0.4 percentage point
compared with the first three quarters, the highest since August 2015. China has stuck to its policy of
“houses are for living in, not for speculation” and accelerated the build-up of a housing system that
ensures supply through multiple sources and encourages both housing purchases and rentals. As a
result, real estate investment growth eased to 9.7%. Besides, thanks to the implementation of policies
aimed to boost private investment, such as loosened market access, tax cuts and fee reduction and
strengthened protection of property rights, China’s private investment has maintained sound growth
momentum, increasing by 8.8% year-on-year in the first ten months, compared with 8.7% in the first
three quarters and 5.3% for all types of investment. Compared with advanced economies, such as
G7, although the ratio of gross investment of the E11 to their GDP has dropped, it remains at high
levels. From 2015 to 2018, the ratio of gross investment of the E11 to their GDP dropped to 27.2%
from 27.6% while that of G7 rose to 21.2% from 20.8%. Investment has played a significantly larger
role in boosting economic growth in the E11 than in G7 economies.

In terms of the boosting effect of investment on economic growth, gross capital formation
of some E11 countries has made a negative contribution to their economic growth. According to
data of WIND database, contribution of Korea’s capital formation to its year-on-year quarterly GDP
growth gradually dropped to -1.8 percentage points in the third quarter of 2018 from 2.3 percentage
points in the fourth quarter of 2017. Russia’s contribution of capital formation to its year-on-year
quarterly GDP growth gradually slid to -1.0 percentage point in the second quarter of 2018 from 0.1
percentage pointin the fourth quarter of 2017. That of Brazil rose to 1.8 percentage points in the third
quarter of 2018 from -0.1 percentage point in the fourth quarter of 2017. That of South Africa has
fluctuated and rose to 0.7 percentage point in the third quarter of 2018 from 0.4 percentage point
in the fourth quarter of 2017. China’s gross capital formation contributed to 1.7 percentage points
of the year-on-year GDP growth in the fourth quarter of 2017 and it rose to 2.1 percentage points in
the third quarter of 2018. In terms of contribution of capital formation to GDP growth, according to
China’s NBS data, in the first three quarters of 2018, the accumulative contribution of the country’s
gross capital formation to quarterly GDP growth was 31.3%, 31.4% and 31.8%, respectively.

Therefore, although the proportion of gross investment in national economic growth has
dropped slightly, it remains an important driving force for economic growth.



Ratio of gross investment to GDP in the E11 and G7 in 2015-2018
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[3].

3. Contribution of net exports to economic growth increases

In most E11 countries, net exports of goods and services have made a positive and increasing
contribution to economic growth. According to data of WIND database, in Argentina, contribution
of net exports of goods and services to economic growth rose to 1.9 percentage points in the third
quarter of 2018 from -5.8 percentage points in the fourth quarter of 2017. In Brazil, the contribution
increased to 1.8 percentage pointsin the third quarter of 2018 from 1.0 percentage pointin the fourth
quarter of 2017. In Korea, it gradually strengthened to 2.1 percentage points in the third quarter of
2018 from -1.7 percentage points in the fourth quarter of 2017. In Russia, it was 1.3 percentage points
in the second quarter of 2018, compared with -1.9 percentage points in the last quarter of 2017.

In some E11 countries, contribution of net exports of goods and services to economic growth
has been negative. In South Africa, it slid to -1.1 percentage points in the third quarter of 2018 from
-0.2 percentage point in the last quarter of 2017. In China, it dropped to -0.6 percentage point in the
third quarter of 2018 from 2.0 percentage points in the fourth quarter of 2017. In terms of ratio of
net exports of goods and services to economic growth, according to data released by the National
Bureau of Statistics of China, in the first three quarters of 2018, net exports of goods and services
accounted for -9.1%, -9.9%, and -9.8% of year-on-year quarterly GDP growth. Due to the rising
protectionism, China-US trade frictions, and diverging performances of the advanced economies,
China has faced a worsen external environment, leading to consistently negative contribution of its
net exports of goods and services to year-on-year quarterly GDP growth.

The Composite Leading Index (CLI), Consumer Confidence Index (CCl) and Business Confidence
Index (BCI), released by the Organization for Economic Co-operation and Development (OECD) show
that in the short term, the economic growth of the E11 economies still faces multiple uncertainties;
butin 2019, the E11 is on the whole expected to maintain mid- and high-rate growth.

The CLIis compiled on the basis of economic data in various fields that are put together based
on certain rules. It provides pre-warning signals of business cycle turning at a time of fluctuation of
economic activities around its long-term, potential level, and it can be used to anticipate economic
trend in the upcoming six to nine months. When the CLI reading exceeds 100, it means the economy



expands; when it is below 100, it means the economy contracts. The CLI readings released by OECD
show that most CLI readings of the E11 countries have been on the decline and below 100, indicating
they may face some challenges in terms of economic growth in the short term (See Figure 5). From
the fourth quarter of 2017 to the third quarter of 2018, the CLI of India had kept going up and
exceeded 100, rising to 100.9 from 99.7, the only E11 country that had such a strong performance.
Thanks to its commodity and service tax reform and the fading of shocks brought by such measures
as cash cancellation, plus strong investment and personal consumption growth, India has achieved
strong economic growth.

In the first three quarters of 2018, Russia’s CLI had remained above 100 but kept falling, down
to 100.4 from 101.0, which was mainly caused by the slumping international oil prices and the
escalating sanctions imposed by the US and its allies. In the first three quarters of 2018, Brazil's CLI
was also above 100, but had continually fallen, down to 102.5 in the third quarter from 103.2 in the
first. That of China dropped to 98.7 in the third quarter of 2018 from 99.8 in the fourth quarter of
2017. Against the backdrop of continued China-US trade frictions and its structural reforms that have
stepped into the “deep-water zone”, China may face some downward pressure in terms of economic
growth in the future.

The CLI of Turkey had continued to fall, down to 96.8 in the third quarter of 2018 from 103.6 in
the fourth quarter of 2017. It faces worrisome economic prospects due to surging inflation, serious
depreciation of lira and soaring unemployment rates and expanding current account deficits.
According to results of a Reuters poll, Turkey may face economic recession in the fourth quarter of
2018 and the first quarter of 2019, and the recession could extend beyond the first quarter of 2019.
Indonesia’s CLI also fell to 98.4 in third quarter of 2018 from 100.7 in the fourth quarter of 2017
while that of Mexico, Korea and South Africa dropped to 98.7, 99.4 and 99.8 in the third quarter of
2018 from 99.5, 100.6 and 100.3 in the fourth quarter of 2017, respectively. The falling CLI readings
indicate that the growth momentum of the E11 may ease and those economies face downward
growth pressure in the short term.

CLIs of some E11 countries from Q4, 2017-Q3, 2018
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CCl reflects the subjective measurement of current economic situation and prospects, level
of incomes, expectations and confidence of consumers and it is an early-time index to forecast
consumption trend and economic tendency in the coming six months. If CCl reading is above
100, it indicates possible improvement of economic climate and prevailing consumer optimism;
if CCl reading is below 100, it indicates possible deterioration of economic climate and prevailing
consumer pessimism. The CCl readings of the OECD show that people are largely optimistic toward
the prospects of most E11 countries (See Figure 6). In the third quarter of 2018, the CCl readings of
China, Mexico and Indonesia were all above 100, reaching 103.1, 101.3 and 100.5, respectively. China
is transitioning from the phase of high-rate growth to that of high-quality development. Although it
faces some downward pressure, it still maintains mid-and high-rate growth. Against that backdrop,
China’s industrial structure has continued to improve, which, together with new emerging
industries, has increase jobs and jazzed up consumer propensity to spend, making domestic demand
the main driving force for economic growth. Russia’s CCl reading rose to 101.0 in the second quarter
of 2018 from 100.5 in the fourth quarter of 2017, while that of South Africa rose to 103.0 in the second
quarter of 2018 from 98.9 in the fourth quarter of 2017, indicating that their domestic consumers are
quite optimistic toward their economic prospects and consumer confidence has improved, jazzing
up consumption demand. In contrast, Turkey’s CCl reading dropped to 97.0 in the third quarter of
2018 from 97.2 in the last quarter of 2017; in Brazil, the CCl reading fell to 99.5 in the third quarter of
2018 from 99.9; that of Korea dropped to 99.9 in the third quarter of 2018 from 101.5 in the fourth
quarter of 2017, indicating that consumer confidence in those countries has weakened and may
affect expansion of their domestic demand in the short term.

CCls of some E11 countries from Q4, 2017-Q3, 2018
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BCl reflects the enterprises’ evaluation of future’s economic trend based on its own products,
orders, inventory and current conditions and is used to predict corporate operation in the coming six
months. If the BCl reading is positive, it demonstrates that the business operation may improve and
the majority of enterprises are optimistic about their national economic prospects; if it is negative, it
thenindicates that the business operation deteriorates and the majority of enterprises are pessimistic
about their national economic prospects. The BCl readings released by OECD indicate that BCls in
most E11 countries have dropped (See Figure 7). In terms of performance of individual countries,
the BCl readings stayed above 100 in the third quarter of 2018 in Brazil, Mexico and Russia, standing
at 100.2, 100.9 and 101.6, respectively; that of Indonesia was also above 100, but it had dropped to
100.1 in the second quarter of 2018 from 100.7 in the fourth quarter of 2017. Comparatively, other
E11 countries face a harsher situation indicated by their BCl readings. Korea’s BCl reading dropped
continually to 98.5 in the third quarter of 2018 from 99.0 in the fourth quarter of 2017; that of South
Africa fell to 98.4 in the third quarter of 2018 from 98.6 in the fourth quarter of 2017; that of China
slid to 99.4 from 99.7 and that of India dropped to 99.6 from 99.8 in the same period. Turkey’s BCI
reading dropped below the demarcation line of 100 to 96.9 in the third quarter of 2018 from 102.0
in the fourth quarter of 2017. The falling BCl readings show that enterprises of those countries are
quite cautious and even pessimistic about their future economic prospects and in the future they
may adjust their investment scale and reduce employment, which will combine to affect economic
output.

Figure 7. BCls of some E11 countries from Q4, 2017-Q3, 2018
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Looking ahead, the E11 economy is expected to maintain mid- and high-rate growth and
remains an indispensable driving force for pushing global economic growth. According to IMF
forecasts in January 2019, the GDP growth of the E11 may be kept above 5% during the 2019-2023
period and, compared with 2018, it would fall by 0.1 percentage point to hit 5.0% in 2019 (See Table
4). In terms of performance of individual E11 countries, China’s GDP growth is expected to slide to
6.2% in 2019 and gradually fall to 5.6% in 2023. From the perspective of external demand, given the
prevailing protectionism, possibly easing of growth in the US, uncertainties brought by the China-US
trade relation and the fragile and slack growth of European and Japanese economies, the global
economic growth is expected to slow and fluctuations in the emerging-market economies would
intensify, which will further worsen the external environment China faces. From the perspective of
domestic demand, it is becoming increasingly difficult for China to strike a balance among the tasks
of stabilizing growth, promoting reform, adjusting economic structure, improving people’s livelihood
and preventing risks; its demand for consumption and investment may weaken. In the long term,
how China will make use of its supply-side structural reform to carry out its “three tough battles” of
prevention of major risks, targeted poverty alleviation, and pollution prevention will have a direct
bearing on the country’s high-quality development in the future. According to a report of Goldman
Sachs, China will face heavier downward pressure in 2019, but considering the new-phase supply-
side structural reform, the implementation of the “six stabilization” policy (stabilizing employment,
finance, foreign trade, foreign investment, fixed-asset investment and expectations) and the new
round of reform and opening-up, market confidence will be effectively restored. Therefore, the
report said, China’s real GDP growth could reach 6.3% in 2019.

India’s GDP growth is expected to reach 7.5% in 2019 and be kept at about 7.7% in the coming
four years. As the negative effects of the cash-cancellation move by the Narendra Modi government
and the goods and services tax reform gradually fade, the reform dividends have started to unfold. In
the short term, the Modi government has taken a series of measures to strengthen market confidence,
promote manufacturing development and comprehensively reform the foreign investment policies,
which have made India one of very good destinations for investment. In November 2018, India’s retail
inflation hit 2.33%, the lowest in 17 months; its manufacturing index picked up for 16 consecutive
months; new orders surged; and strong demand increased sales. All those signs point to a strong
growth momentum of the Indian economy, which will continue to expand in the short term.

From a long-term perspective, strong domestic demand, low-cost labor and relevant systemic
reforms will provide solid support for its long-term high-rate growth. The Indian government has also
initiated a new development plan, in which it strives to expand its economy to USD 5 trillion by 2025;
according to the plan, the services industry will account for 60% of the economy while manufacturing
and agriculture account for 20%, respectively. To achieve that target, the Indian government plans
to invest USD 1 billion to push development of 12 major service sectors, including information
technology service, construction and relevant service, environment service, financial service, legal
service, education service, medical service, accounting and auditing service, transportation service,
travel and hospitality service, audio and video service and media service, and put forward the new
industrial policy to promote manufacturing development. It aims to make its services account for
60% of GDP by 2022, up from 53% in 2015, and make services export account for 4.2% of global
services export by 2022, up from 3.3% in 2015. However, the Indian economy also faces some risks
and problems. First, its domestic economy has been deeply integrated into the global economy and
is quite sensitive to changes in external environment. Given contraction of global demand, the Indian
economy cannot go unscathed. Second, its domestic macroeconomic policies, especially monetary
policy, may shift to a neutral stance, which will affect its growth. Third, in the upcoming election, if
Modi cannot get reelected, the many reforms measures his government has implemented may be
stopped or even eliminated by the new government, putting the growth sustainability of the Indian
economy at risk.

In 2019, Brazil’s GDP growth is expected to reach 2.5%, up from 1.2% year-on-year. According
to results of a poll conducted by polling institute Datafolha in late December 2018 before Jair
Bolsonaro was to be sworn in as new president, the optimism of the Brazilian people about the
country’s economic prospects has hit a historical high, with about 65% of respondents expecting
the economy to turn for the better in the upcoming months-the highest since 1997 when the poll
was first carried out. Moreover, the public also expected the country’s unemployment and inflation
to improve. In the future, if the new government can reduce public debts, carry out pension reform,
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punish corrupt officials, push privatization and reform taxation system, Brazil may hopefully step out
of the shadow of recession and achieve stable, healthy development in the long term. In Indonesia,
GDP growth is expected to reach 5.1% in 2019 and further rise to 5.4% in 2023. Korea’s GDP growth
is expected to be 2.6% in 2019 and stabilize at that level by 2023. Turkey’s GDP growth is predicted
to be about 0.4% in 2019, down by 3.1 percentage points year-on-year and it may recover and rise to
2.6% by 2023.In 2019, it is expected that GDP growth of Saudi Arabia, Russia, Mexico, South Africa
and Argentina will be 1.8%, 1.6%, 2.1%, 1.4% and -1.6%, respectively.

Table 4. GDP growth rates of the E11in 2019-2023 (%)

2019 2020 2021 2022 2023
Argentina -1.6 2.2 2.5 3.1 3.2
Brazil 2.5 2.2 2.2 2.2 2.2
China 6.2 6.2 6.0 5.8 5.6
India 7.5 7.7 7.7 7.7 7.7
Indonesia 5.1 5.2 53 53 5.4
Korea, Republic of 2.6 2.8 2.8 2.7 2.6
Mexico 2.1 2.2 29 3.0 3.0
Russia 1.6 1.7 1.6 1.3 1.2
Saudi Arabia 1.8 2.1 2.1 22 23
South Africa 1.4 1.7 1.8 1.8 1.8
Turkey 0.4 2.6 2.1 2.2 2.6
E11 5.0 5.2 5.2 5.1 5.1

" Economic growth of each country is the GDP growth rate calculated based on constant prices. Data above are all estimates.
Source: [2].

THE GROWTH PROSPECTS
FOR EMERGING ECONOMIES

The possibility is high that growth of the world economy may trend down in 2019, which
will spill over to affect the economic performance of the E11. Seen from factors that influence
economic growth of the E11, favorable factors include the continual unfolding of dividends of
the economic restructuring and deepening reforms in emerging-market economies. For instance,
China’s ongoing expansion of economic opening-up to form a new opening-up scenario and India’s
great domestic demand, low-cost labor, taxation system reform and revision of foreign investment
laws and regulations, which are aimed to attract more international capital, will provide an important
driving force for their economic growth. Meanwhile, the E11 economies also face multiple risks
and challenges, such as the anti-globalization tide, especially the prevailing trade and investment
protectionism, uncertainties regarding the evolution of the China-US trade disputes, the possibility
of the US economy starting to weaken, the spill-over effect of the macroeconomic policy adjustments
by the developed countries, possibility of further drastic fluctuations in the financial markets, risks
caused by accumulation of debts, especially in the private sector, geopolitical risks, and populism.
Those unfavorable factors will bring negative impacts on the future economic growth of the E11.
Based on the above analysis, we hold that the E11 may continue to maintain their mid- and high-rate
growth trend, but the possibility of their growth rising strongly is slim.
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WHcmumym mupoeoll 5kKOHOMUKU U noaumuku, Kuma’dickas akademus obuwiecmaeHHeix Hayk, 15th
Floor, CASS Building, No. 5 Jianguomennei Dajie, Beijing 100732, PR.China.

B Hacmoswee 8pems, Ko20d MexOyHApoOHAA cucmemda npemepnesaem CyujeCmeeHHble U3MeHeHUs,
paszsumue MUposoli SKOHOMUKU 3amMedIu/IoCk, ycuiueaemcs NpomeKyUuoHU3M U pacmem npomugooelicmaue
2/106a/1u3ayuu, 8bICOK yposeHb HeonpeodesieHHOCMU OMHOCUMesIbHO Nepcnekmus MUpo8020 SKOHOMUYECKO20
pocma. Ocoboe 0asnieHue 8 C8A3U C SMUM UCNbIMbIBAIOM pazsusdoujuecs cmpdHbl. B cmamee nodpobHo
paccmampusaemcsa 3SKOHOMUYeCcKaa cumyayusa makux CmpaH U aHanusupyromca akmopel no AUHUU CNpocd,
s/uAWUe HAd meKyuwue SKOHOMUYeckue mpeHobl, d Makxe 0aemcs nNpo2HO3HAA OUeHKA nepcnekmueam
pocma cmpaH ykasaHdHou 2pynnel. [1o cpasHeruto ¢ 2017 2., 8 2018 2. s5koHomuyeckut pocm 11 cmpaH smod
epynnel (unu E11), a umeHHo: ApeeHmunel, bpasunuu, WHOuu, MHOoHe3zuu, Kumas, Mekcuku, Pecnybnuku
Kopes, Poccuu, Typyuu, Caydosckol Apasuu, KOxHo-AgpukaHckol Pecnybiuku, He3Ha4umesibHO 3ame0sIuscA.
Honsa cmpaH E11 8 MupogoUli 5KOHOMUKE, pacCHUMAHHAsA KAk Ha OCHOBE PbIHOYHO20 06MeHHO020 Kypca, mak u
no napumemy nokynamesbHol cnocobHOCMU, c/lezka yMeHbwuidcb. B mo xe apems peaneHbili pocm BBI1
Ha Oywly HacesneHus 8 3mou 2pynne cmpaH Npakmu4ecku He U3MeHUICA no cpasHeHuio ¢ 2017 2. C moyku
3peHusA cnpoca asmop obpaujdem 8HUMAHUe HA 8K1A0 KAax0020 U3 mpex KpynHeliwux dguzamesneli pocma
8 2018 2. Xoms koHeYHoe nompebeHue cocmassiano HebosbWyo 00/ SKOHOMUYECKo20 pocma cmpaH E11
8 2018 2., oHO 0ocmaemcsa 0CHOBHOU ONOPOU SKOHOMUYECKO20 pocma. Jona uHeecmuyul makxe CHU3UMacs,
U Ux 3HayeHue 071 3KOHOMUYeCK020 pocmd yMeHubWus10cb. B 6onbwiuHcmee cmpad E11 pone 4ucmozo
3KCNOpmMa moseapos u yciiyz 0718 yCKOpeHUA SKOHOMUYECK020 poCcma 803POC/id, U e20 8K/1a0 8 SKOHOMUYeCKUU
pocm ycununca. O0Hako 8 Kumae posb 4ucmozo 3KcNnopma moeapos U ycjye CHUXAAAck, U e20 8K/1ao 8
3KOHOMUYecKul pocm 6bl1 ompuyameneHoiM. C800HbIU onepexatouuli uHoexkc (Composite Leading Index,
CLI), MiHoekc 0osepus nompebumerneti (Consumer Confidence Index, CCl) u iHOekc npednpuHumamersibckol
yeepeHHocmu (Business Confidence Index, BCl), komopwle ny6nukyem OpzaHu3ayus 3KOHOMUYECKO20
compyoHUYeCcmea u pa3sumus, NOKA3bl8arom, Ymo 8 KpdmKOCPOYHOU nepcnekmuee S3KOHOMUYecKul pocm
8 cmpaHax E11 no-npexHeMy c873aH co 3Ha4umerbHol HeonpedesneHHOCMblo. Beicoka seposmHocme moeo,
Ymo pocm Mupoeol 3KOHOMUKU 8 2019 2. 3amMedsIuUMCs, Ymo nossusem HA 3KOHOMUYecKue nokasamesnu
cmpaH ET1. B yenom oxudaemcs, 4mo paszsugaroujuecs cmpaHbl COXPaHAM cpedHUe U 8bICOKUe memnsl
pocma, 00HAKO CywecmeeHHoe yCKOpeHUe SKOHOMUYECK020 pOCmad MAasio8epoAmHo.

passusarwwueca CcmpaHel, E11, >KkoHOMu4ecKkuu pocm, CnpocC, nepcnekmusol
SKOHOMUYeCKoe0 pocma.
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