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• Global economic growth is expected to slow to +2.4% in 2013 before picking up 
again slightly to +3.1% in 2014, in line with international trade (+5% in 2014 after 
+2.5% in 2013) 

• The euro zone will continue to undermine global growth in 2013 (-0.6%) before 
rebounding slightly in 2014 (+0.8%) 

• Emerging countries continue to drive global growth (+4.4% and +4.9% in 2013 and 
2014, respectively) even though the BRIC countries are losing steam 

• General decoupling between financial performance and the real economy. 
 

PARIS -- 18 JULY 2013  – Global economic growth will slow to +2.4% in 2013 before 
rebounding slightly to +3.1% in 2014, according to Euler Hermes. It will be marked by regional 
contrasts (notably with modest growth in the United States and increasing contraction in the 
euro zone), a reversal of regional growth rates (rebound in Japan, slowdown in China) and a 
general decoupling between financial performances and the real economy. 
  
“ Leading indicators such as global GDP growth and manufacturing output suggest a delay in 
the anticipated 2013 year-end recovery in the global cycle,” said Wilfried Verstraete, CEO, 
Euler Hermes Group. “A mid-term global ‘crossroads’ may be emerging as three growth 
drivers decouple: regional trade relationships, fiscal policy and regulatory institutions. The 
next economic scenario – improved growth and sovereign risk, or recession and volatility - 
will be determined by the degree to which global demand and wealth impacts the real 
economy, monetary policies are restored and realigned, and competitive playing fields 
become more balanced.”  
  
The euro zone in recession against a backdrop of bu dgetary consolidation, lack of 
business financing  
The euro zone remained in a recession for the sixth consecutive quarter. In 2013, the region 
is expected to contract by 0.6% and the near-term outlook remains gloomy in light of ongoing 
budgetary consolidation, a morose business climate and still unfavorable credit conditions. A 
modest recovery (+0.8%) is forecast for 2014, driven mainly by a rebound in global trade. 
  
Political and economic choices will be required, as the euro zone continues to deal with 
institutional dilemmas in addition to specific country imbalances. These imbalances are 
gradually easing due to the implementation of structural measures making it possible to 
adjust unit labor costs, continue budgetary consolidation and reduce dependency on external 
financing. 
  
Without any significant action by the ECB or governments to rekindle financing, the investment 
cycle will struggle to make headway. Credit to non-financial business continues to be seriously 
affected (at an all-time low since February 2008), both by the lack of demand as well as the 
limited supply, since credit risks are still deemed to be high and regulatory constraints remain 
at the banks level. 
  



 
 
 
Facing structural changes, the BRICs are losing ste am 

In China, the rebalancing of the economy toward increasingly domestic, as opposed to 
external, growth drivers will continue apace. This transition will be expressed by a slowing 
growth rate to +7.7% in 2013 and +7.9% in 2014 (compared with +10% during the past 
decade). The change in the economic model will not occur in the near term.  
  
“This rebalancing is encouraged by the establishment of infrastructure projects” notes Ludovic 
Subran, chief economist at Euler Hermes. “The transition will nevertheless take time, given 
the structural linkage between investment and exports, which account for nearly 45% of GDP, 
and of the relatively low GDP contribution of private consumption, which remains stagnant at 
35%”. 
 
Aside from economic challenges, notably the fight against inflation, the BRI countries (Brazil, 
Russia and India) need to shore up investor confidence. That will require improvements to: 
 

• Still-complex regulatory frameworks which are very accommodating to private 
initiatives 

(particularly by foreigners);  
• still-fragile governance indicators, undermined by corruption and social unrest, and 
•  logistical performance.  

 
In this environment, growth rates will be modest relative to the previous decade. Brazil’s 
economy is forecast to grow by +2.7% in 2013 and +3.3% in 2014, while the corresponding 
figures for Russia are +3.2% and +3.8%, and for India +6% and +7%.  
  
The U.S. economy is resilient and Japan generates p ositive surprises, despite looming 
budgetary tightening  
The United States is showing signs of resilience thanks to dynamic private consumption 
(+0.6% in Q1 2013, after +0.5% in Q4 2012) and despite the acceleration in budgetary 
tightening. Concerns over a less accommodating monetary policy and uncertainty over the 
debt ceiling level could nevertheless trigger an increase in sovereign bond rates. Economic 
growth is projected to reach +1.8% in 2013 and increase to +2.7% in 2014. 
  
Japan, meanwhile, is benefiting from a more sustained recovery (+1.0% in Q1 2013, after 
+0.3% in Q4 2012) due to an increased household consumption, budgetary stimulus 
measures, and a more aggressively expansionary monetary policy. Economic growth is 
expected to rebound to +1.6% in 2013 before easing to +1.4% in 2014, limited by nascent 
budgetary tightening designed to bring public debt back to a sustainable level. 
 

The real economy and the financial sphere: a decoup ling that could trigger instability  
In addition to social (Brazil, Europe) and political (Middle East) risks, financial uncertainty is 
growing. The decoupling between the real economy and the financial sphere continues apace 
despite increasingly expansionary monetary policies. While key financial indicators have 
shown general signs of improvement in the leading developed countries during the first half of 
2013, the trends remain very volatile and are not aligned with macroeconomic signals.  
  
In order to contain the flood of capital linked to unconventional monetary policies by the 
central banks of the major economies, many countries have chosen to relax their monetary 
policy. The economic news nevertheless remains disappointing and growth is still anemic 
considering the many measures that have been implemented. The emerging markets, which 
are expected to account for two-thirds of economic growth in 2013, recorded a slowdown.  



 
 
 
In the mature economies, European demand continued to contract and U.S. growth was 
below expectations. The fear is that less accommodating central bank monetary policies will 
negatively affect credit availability and, ultimately, the real economy. 
  
This situation reveals the inefficiency of monetary policy transmission mechanisms, as looser 
monetary policy merely stimulated demand for financial assets and the search for high yields 
in the near term -- instead of demand for goods and services. A more relaxed monetary policy 
can have a “salutary” effect if it is temporary and results in wealth effects reinjected into the 
economy through consumption (notably in countries like the U.S. where share-owning 
households are numerous) or in company investment (Japan).  
  
“This is our central scenario” notes Ludovic Subran. “In the contrary scenario, this decoupling 
would be particularly damaging in the euro zone and Japan. In the case of the euro zone, the 
risk involves a vicious circle where weak demand is accompanied by falling prices. The 
Japanese situation is even more problematic since the country is already burdened by 
significant public debt and remains stigmatized by 10 years of deflation and weak growth. 
While the risk of such a scenario does not appear likely in the euro zone for now, it remains 
considerable in the case of Japan, especially if the country is not able to put forth a credible 
plan to resolve its public finances in the medium term.” 
 
 
Appendix 
 

 



 
 
 

 
 

#### 
 
For further information or to request the Euler Hermes Economic Outlook, please contact: 
 
Ogilvy Public Relations Worldwide  
Lorenzo Ricci – +33(0)1 5367 1283 (Paris) 
lorenzo.ricci@ogilvy.com 
 
 

 

 
Euler Hermes is the worldwide leader in credit insurance and one of the leaders in the areas of 
bonding, guarantees and collections. With 6,000+ employees in over 50 countries, Euler Hermes offers 
a complete range of services for the management of B-to-B trade receivables and posted a 
consolidated turnover of €2.4 billion in 2012. Euler Hermes has developed a credit intelligence network 
that enables it to analyze the financial stability of 40+ million businesses across the globe. The Group 
insured worldwide business transactions totaling €770 billion exposure end of December 2012. Euler 
Hermes, subsidiary of Allianz, is listed on Euronext Paris. The Group is rated AA- by Standard & Poor’s. 
 
For more information visit www.eulerhermes.com or follow us on Twitter @eulerhermes 
 
 
Cautionary note regarding forward-looking statements: The statements contained herein may include statements of future expectations and other 
forward-looking statements that are based on management’s current views and assumptions and involve known and unknown risks and 
uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. In 
addition to statements which are forward-looking by reason of context, the words "may", "will", "should", "expects", "plans", "intends", "anticipates", 
"believes", "estimates", "predicts", "potential", or "continue" and similar expressions identify forward-looking statements. Actual results, 
performance or events may differ materially from those in such statements due to, without limitation, (i) general economic conditions, including in 
particular economic conditions in the Euler Hermes Group’s core business and core markets, (ii) performance of financial markets, including 
emerging markets, and including market volatility, liquidity and credit events (iii) the frequency and severity of insured loss events, including from 
natural catastrophes and including the development of loss expenses, (iv) persistency levels, (v) the extent of credit defaults, (vi) interest rate 
levels, (vii) currency exchange rates including the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes in laws and 
regulations, including monetary convergence and the European Monetary Union, (x) changes in the policies of central banks and/or foreign 
governments, (xi) the impact of acquisitions, including related integration issues, (xii) reorganization measures, and (xiii) general competitive 
factors, in each case on a local, regional, national and/or global basis. Many of these factors may be more likely to occur, or more pronounced, as 
a result of terrorist activities and their consequences. 
The company assumes no obligation to update any forward-looking statement. 
 


