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ᮡ�Ŗᯖᔍᨦℕಽ�ᬕᩢࢁ�ᙹ�ᨧ᜖݅ܩ��Ŗᯖᔍᨦᮡ�॒ɪᮥ�Ƚᱽ

⦹Ł
�ᯱᅙᙹᯖශᮥ�Ƚᱽ⧁�ᙹ�ᯩ᜖݅ܩ��঑௝ᕽ�ᙹᯖᖒŝ�ᙹᯖ

ᮡ�ԏḡอ�ๅᬑ�ᦩᱥ⦹Ł
�ᝁ഑⧁�ᙹ�ᯩ۵�ᦩᱶᱢ�ᗭाᯕ�ၽᔾ

⧁�ᙹ�ᯩ᜖݅ܩ��ə్ӹ�ᮡ⧪ᮥ�ᯕ�༉ߙᨱ�ᱢᬊ⧁�ᙹ۵�ᨧ᜖ܩ

݅��ᨕ۱�Ƚᱽʑšࠥ�ᮡ⧪ᨱ�ᦩᱶᱢᯕŁ�ᝁ഑⧁�ᙹ�ᯩ۵�ᙹᯖᮥ�

ᅕᰆ⦹ḡ�༜⧊݅ܩ��e݉⦽�ᮡ⧪�ᔍᨦᯙ�ʑᨦ₉᳑⇽ݡ��ʑᅙᱢ

ᯙ�ḡᩎ�Ğᱽᨱ�ᱥᱢᮝಽ�᮹ḡ⧊݅ܩ��Ğᱽa�⪙⫊ᮥ�٥ฑ݅໕�

Ğᱽᨱ�ᄁ┡�ʑᨦᯕ�ฯʑ�ভྙᨱ�ᮡ⧪ࠥ׳�޵�ᮡ�ᙹᯖᮥ�᪍ต�ᙹ�

ᯩ᜖݅ܩ��ə్ӹ�Ğᱽa�⋉ℕ݅ࡽ໕�ᮡ⧪ࠥ�⧉̹�⋉ℕ݅ܩࢊ�

ᮡ⧪ᯕ޵�ᬒ�ᅖᰂ⦽�ᔢ⣩ŝ�⚍ᯱ�ᔍᨦ
�Ñ௹�ᔢ⣩ᮥ�݅൉໕
�

⪹Ğᮡ޵��ᨕಅᬭḡŁ�᜽ᰆᮡ�ᇩ⪶ᝅ⧕ḡ໑
�Ƚᱽ�ᇡݕᮡ޵�ᬒ�

⍅Ḳ݅ܩ��ᮡ⧪�ᔍᨦ�༉ߙ᮹�ᝮႊᨱᕽ	ᯝၹᱢᯙ�ᮡ⧪ᨦᯕु�ࠥ

ๅ�⚍ᯱ�ᮡ⧪ᨦᯕु
�ᱢᱩ⦽�ᗭाᮥ�ၽᔾ᜽┅ʑ�ᱱᱱ޵��ᨕಅᬭ

Ḳၙ��݅ܩǎ�ᮡ⧪ᮡ�ᯱʑᯱᅙᯕᯖශᯕ�ɩᮖ᭥ʑ�ᯕᱥᅕ݅�ᱩၹ

ᱶࠥ�⦹௞⦽�᧞���ᨱ�ᇩŝ⦹ḡอ
�ə౎ᱡ౎ݡ�᮲⧕ӹaŁ�ᯩ۵�

ॐ⧊݅ܩ��

ᱶั�Òᱶ⧕᧝�⧁�äᮡ�ᮁ౞�ᮡ⧪ॅ᯦݅ܩ��ʑᅙᱢᮝಽ�ᮁ౞�

ᮡ⧪ॅᮡ�ɩᮖ᭥ʑ�ᯕ⬥�ḡɩʭḡ�ᯱᅙ�እᬊᅕ݅�ᯱʑᯱᅙᯕᯖ

ශ	Return on Equity, ROE
ᯕ�ԏᮡ�ᔢ┽᯦݅ܩ��ᰆʑᱢᮝಽ�ᯕ్



��

⦽�ᔢ⫊ᮡ�ḡᗮࢁ�ᙹ�ᨧ᜖݅ܩ��əᨱ�঑௝�᜽ᰆ�ₙaᯱॅᮡ�ᮡ⧪

ᮥ�ԏí�⠪a⦹íࡹ�ᨩ᜖݅ܩ��ᦥ௹�₉✙᮹�᫝἞ᮡ�ǎaᄥ�ᵝa

ᰆᇡa⊹እᮉ	price-to-book ratio
��᧞�ǎᮡ�ᦥḢ�⠪Ɂၙ��݅ܩ᯦

႑�ᱶࠥಽ�ᵝaᰆᇡa⊹እᮉᯕ׳�ḡอ
�ฯᮡ�ᮡ⧪ᯕ�ऽ్ӹḡ�

ᦫí�ᰆᇡa⊹�ᯕ⦹ಽ�Ñ௹⦹Ł�ᯩ᜖݅ܩ��ə్ӹ�ᮁ౞
�ᩢǎ
�

ᯝᅙ�॒ḡᨱᕽ۵�ᵝaᰆᇡa⊹እᮉᯕ�ᰆᇡa⊹ᅕ݅�⭉ᦍ�ԏ᜖


��əญᜅ᮹�Ğᬑ݅ܩ�ɩᮖ᭥ʑಽ�ᯙ⧕�ᯕ�እᮉᯕ�ᰆᇡa⊹ᅕ݅�

⭉ᦍ�ԏᦥᲭ᜖ࠦ��݅ܩᯝ᮹�Ğᬑ
᮹�ᵝ᫵�ᮡ⧪ᮝಽ�ᯙ{�ࢱ�⦽�

⧕�a⊹a�ๅᬑ�ᱡ⠪aࡹᨩ᜖݅ܩ��

₉✙᮹�᪅ෙ἞ᮡ�ᮡ⧪ŝ�Ŗᯖᔍᨦᮥ�እƱ⦽�ä᯦݅ܩ��⩥ᰍ�ᮡ

⧪ᮡ�݅ෙ�Ğᱽ�ᇡྙᅕ݅�ᵝaᰆᇡa⊹እᮉ᮹�⠪aa޵��ԏ᜖



��


��ᮡ⧪ŝ�Ŗᯖᔍᨦᮥ�እƱ⧁�Ğᬑ݅ܩ�ᱥ�ᖙĥᱢᮝಽ�Ŗᯖᔍᨦ

᮹�ᯱʑᯱᅙᯕᯖශᮡ�᧞��_��ᯕḡอ�ᵝaᙹᯖእᮉᯕӹ�ᵝaᰆ

ᇡa⊹እᮉᮡ�⭉ᦍ׳�᜖݅ܩ��᜽ᰆ�ₙaᯱॅᯕ�ᮡ⧪᮹�ᙹᯖශᯕ�

ԏᮭᨱࠥ�ᇩǍ⦹Ł�᭥⨹ᯕ�ᩍᱥ⯩݅׳�Ł�⠪a⦽݅۵�äᮥ�᦭�

ᙹ�ᯩ᜖݅ܩ��ᯕ్⦽�᳑⧊ᮡ�ḡᗮࡹʑ�ๅᬑ�ᨕಖ᜖݅ܩ�

₥ྕ�ᔢ⪹܆�ಆᨱݡ�⦽�ᬑಅ۵�ᝁ⯆ǎᮝಽࠥ�⪶ᔑࡹᨩ᜖݅ܩ��

ḡӽ��֥e�ᝁ⯆᜽ᰆᨱᕽ�ǎa�ᇡ₥۵�ᔢݚ⯩�ฯᯕ�٥ᱢࡹᨩ᜖


⯩✚��݅ܩ�ᝁ⯆ǎ᮹�ʑᨦ�ᇡྙ�ʑಾᮥ�ᅕ໕�᯹�᦭�ᙹ�ᯩ᜖ܩ

݅��ᯕ�ᜅ⥥౩ऽ۵�Йᵡ⯩�ᔢ᜚⦹Ł�ᯩŁ
�ᦿᮝಽ޵�ᬒ�ᔢ᜚⧁�

ä᯦݅ܩ��ᩍʑʭḡa�᪅۹�vᩑ᮹��ᇡᩡ᜖݅ܩ�



��

vᩑ᮹ࢱ��ჩṙ�ᵝ᫵�ԕᬊᮡ�ᵲᦺᮡ⧪ᯕ�ᇩ⪶ᝅᖒ
�ᄡ࠺ᖒ�ၰ�

⪝௡ᮥ�ᇡ⇵ʑŁ�ᯩ݅۵�ä᯦݅ܩ��ɡಽჭ�ɩᮖ᭥ʑ�ᯕ⬥
�ၙ�ᵲ

ᦺᮡ⧪ᯙ�ᩑႊᵡእᱽࠥ	Federal Reserve Bank, FedⰒᩑᵡ
᪡�ᩢ

௡ᮡ⧪ᮥ�እ೐⦽�ᵲᦺᮡ⧪ᮡ�ᔢ⫊ᮥ�ᦩᱶ᜽┅Ł
�⪝௡ᮥ�ԏ∑�

⫭ᅖ⧁�ʑၹᮥ�ษಉ⦹۵ࠥ�ߑ�ᬡᮥ�ᵝᨩ᜖݅ܩ��✚⯩
�ၙǎᮡ�

����֥ᇡ░�ḡɩʭḡ�Йᵡ⯩�⫭ᅖ⦹Ł�ᯩ᜖݅ܩ�

ᵲᦺᮡ⧪᮹�᳑⊹۵�ᱱᱱ�ᱶ₦�⬉ŝa�ᵥᨕऽ۵	diminishing 

return
�ᩢᩎᮝಽ�ॅᨕa۵�ॐ⧊݅ܩ��ᵲᦺᮡ⧪ॅᮡ�ส࠺ᮁ�⦽ݡ

ᖒᮥ�Ŗɪ⧩᜖ߕ��݅ܩษⓍ
�ᜅ᭥ᜅ
�ᜅᭉᮥߕ�እ೐⦽�ฯᮡ�ᮁಽ

᳕�ǎa᪡�ᯝᅙ᮹�ᵲᦺᮡ⧪ᮡ�ɩญෝ�ᱽಽᐱ�ᦥܩ௝�ษᯕթᜅ᮹�

ᩢᩎᮝಽ�ҭᨕԕಙ᜖ੱ��݅ܩ⦽�⩥ᰍ�ᩑᵡᯕ�ᯕ౑�⮱෥ᨱ�⠙᜚

⧕�ɩญෝ�ษᯕթᜅಽ�ԕตḡ�ə�ȡ⇵ᨱ�ฯᮡ�ᔍ௭ॅᯕ�ᵝ༊⦹

Ł�ᯩ᜖݅ܩ�



��

ᵲᦺᮡ⧪ᯕ�᧲ᱢ�᪥⪵ෝ�☖⧕ݍ�ᖒ⦹Łᯱ�⧩޹�ᖙ�aḡa޵�

۵�⯹ᮥ�ၽ⭹⦹ḡ�༜⦹ʑ�ভྙᨱ��ᱶ₦⬉ŝa�qᗭ⦹Ł�ᯩ᜖ܩ

݅��ℌṙ
�ᵲᦺᮡ⧪ᮡ�᧲ᱢ�᪥⪵ෝ�☖⧕�☖⪵�a⊹ෝ�ԏ⇵Łᯱ�

⧩᜖݅ܩ��ə్ӹ�⬉ŝa�ᨧ᜖݅ܩ��ᯝᅙᵲᦺᮡ⧪ᯕ��ᬵ���ᯝ�

ᱶ₦�ɩญෝ�ษᯕթᜅಽ�ԏ⇹݅Ł�ၽ⢽⦽�ᯕ⬥
�ḡɩʭḡ�ᨵ⪵

۵�a⊹a�⦹௞⦹ʑ۵⍅ֶ�᪅⯩ಅ����ᔢ᜚⧩᜖݅ܩ��ᵝ᜾᜽ᰆ

ᮡ�ၹݡಽ����⦹௞⧩᜖݅ܩ��ᯕ�ᱶ₦ᮡ޵��ᯕᔢ�᮹ၙa�ᨧ᜖ܩ

��ᯝᅙ݅ܩ�Ⅺḥ⦹۵�äࠥ�⬉ŝෝ�ᅕḡ�༜⧩᜖ᮥ⇽ݡ�
ṙࢹ��݅

ᮡ�����֥�ᯕ⬥�ᯝᅙᵲᦺᮡ⧪᮹�vಆ⦽�}᯦ᨱࠥ�ᇩǍ⦹Łݡ�

⇽ᯕ�ᱽᯱญÙᮭᮥ�⦹Ł�ᯩ᜖݅ܩ��



��

ษḡสᮝಽ�᭥⨹�ᯱᔑᨱ�⚍ᯱ⦹Ł
�ᱥၹᱢᮝಽ׳�ᮡ�ᙹᵡ᮹�ᯱ

ᔑ�⠪a�⪹Ğᨱᕽ�ᇡ₥ෝ�۹ญ۵�äᮡ�ᖒᰆᮥ�ၙ௹ᨱᕽ�ክಅ᪅

۵�ä�ၷᨱ�ᦩ݅ܩࢊ��ᵲᦺᮡ⧪᮹�ᱥఖᯕ�ᖒŖ⧕ᕽ޵��ฯᮡ�ᝁᬊ

ᯕ�ၽᔾ⦽݅໕�݉ʑᨱ۵�ᖒᰆᮥ�ᮁḡ⧁�ᙹ�ᯩāḡอ�ᇡ₥�ᙹᵡ

ᯕ׳�ᦥᲙ�ၙ௹ᨱ޵��ⓑ�ྙᱽa�ၽᔾ⦹í݅ܩࢊ���ə௹ᕽ�ᵲᦺᮡ

⧪ᯕ�ᄡ࠺ᖒ�᷾aᨱ�ᔢݚ⯩�ʑᩍ⦽�äᯕ�ᦥܭa�᝗᜖݅ܩ��ᦥ௹

᮹�ə௹⥥ෝ�ᅕ໕�ᦥ᜽āḡอ
�ḡɩᮡ�����֥�ɩᮖ᭥ʑa�⦽₞

ᯝ�ভ�ᦥᵝ׳�ᦹ࠺ᮁ�޹ᖒ�ᙹᵡᮥ�ᔢ⫭⦹Ł�ᯩ᜖݅ܩ��✚⯩
�ᨵ

⪵�ɩญ�ᄡ࠺ᖒᯕ�ๅᬑ�ⓞ݅ܩ�

ᙹᯖශᯕ�ษᯕթᜅಽ�⦹௞⦹໕ᕽ�ᖒᙺ᜽ᰆ�ǎ₥��్᳑ݍ�a�

ᱽಽ�ᯕ⦹᮹�ษᯕթᜅ�ᙹᯖශᮥ�ᱽŖ⦹Ł
�a��_��᮹్ݍ�᳑��

ᙹᯖශᮥ�ᱽŖ⧊ᷪ��݅ܩ
�ᮡ⧪ᨱ۵�ๅᬑ�ᱢݡᱢ�⪹Ğ᯦݅ܩ��ᮡ



��

ə్ӹ�ḡɩᮡ�༉ࢱa�ᯕ⧕⦹ಅŁי�ಆ⧕᧝�⦹۵�ᵝ᫵�ᵲᦺ

ᮡ⧪ᯕ�ᯩ݅໕
�əäᮡ�ᩑᵡᯕ�ᦥܩ௝�ᵲǎ᮹�ᵲᦺᮡ⧪ᯙ�ᯙၝ

ᮡ⧪	Poeple's Bank of China, PBoC
��ᵲǎ�ᯙၝᮡ⧪ᯕ�ฯ݅ܩ᯦

ᮡ�ᱶ₦ᮥ�⠝⊹Ł�ᯩḡอ
�ᨕਅ�༊ᱢᮥ�ᨕਜíݍ�ᖒ⦹Łᯱ�⦹

⧪ᮡ�ᔢ᜚⩶�ᙹᯖශ�łᖁᨱ�঑௝�อʑ�ᱥ⪹ᨱᕽ�ᗭाᮥ�᨜᜖ܩ

݅��ԏᮡ�ɩญಽ�݉ʑ�ᩩɩᮥ�ၼŁ
�ᰆʑݡ�⇽ᮥ�⧕ᵮ݅ܩ��ᮡ⧪

ᮡ�ᔢ᜚⩶�ᙹᯖශ�łᖁᨱᕽ�ᗭाᮥ�᨜᜖݅ܩ��ᵲᦺᮡ⧪᮹�ᱶ₦

ᮝಽ�ᯙ⧕�ᙹᯖශ�łᖁᯕ�ᱽಽᨱ�aʭᬭḥ݅໕
�ᮡ⧪ᯕ�᨜ᮥ�ᙹ�

ᯩ۵�ᅖ⧊ᱢᯙ�ᗭाᯕ�qᗭ⦹í݅ܩࢊ���ə�đŝ�ᮡ⧪ᯕ�ᗭाᮥ�

ၽᔾ᜽┍�ᙹ�ᯩ۵�ᖅाಆ�ᯩ۵�ᔍᨦ�༉ᮥߙ�ᱽ᜽⧁�ᙹ�ᯩᮥḡᨱ�

᮹ྙᯕ�ᔾʢ݅ܩ��ᦿᕽ�ั⧩ॐᯕ�ᯝᅙᮡ��ᬵ���ᯝᮥ�ʑᱱᮝಽ�

ᱶ₦ᮥ�ၹݡಽ�अḲᨩ᜖݅ܩ�



��

۵ḡ�ᯕ⧕⦹ʑ�ᨕಖ᜖݅ܩ��঑௝ᕽ�ᵲǎ�ᯙၝᮡ⧪᮹�ᱶ₦ᮡ�ᇩ

⪶ᝅᖒᮥ�อॅŁ�ᯩ᜖݅ܩ��ᱡ۵�ᯕෝ�ᯝ⍍ᨕⲱᇩa܆⦽�ᔝ᭥

ᯝℕ	impossible trinity
Ⲳ௝Ł�ᇡ෦᪽��݅ܩԱ⦹໕�ᖙ�aḡෝ࠺�

᜽ᨱݍ�ᖒ⦹ಅŁ�⦹۵�ᱥ⩶ᱢᯙ�⧉ᱶᨱ�዁Ჭʑ�ভྙ᯦݅ܩ��ᵲ

ǎ�ᯙၝᮡ⧪ᮡ�ᯱᅙ�ĥᱶᮥ�ᯱᮁ⪵⦹Ł�᜽ᰆ᮹�ᩢ⨆ᨱ�঑௝�⪹

ᮉᮥ�ᄡ࠺᜽┅Łᯱ�⧊݅ܩ��ᯙၝᮡ⧪ᮡ�əࢱ��aḡෝ�᳑Õᮝಽ�

ÙŁ�ǎᱽ☖⪵ʑɩ	IMF
�ᯕᔍ⫭a�᭥ᦩ⪵ෝ�✚ᄥᯙ⇽ǭ	Special 

Drawing Right, SDR
ᨱ�⡍⧉⦹ࠥಾ�ᖅा⧩Ł�đǎ�ᖒŖ⧩᜖ܩ

݅��ษḡสᮝಽ�ᯙၝᮡ⧪ᮡ�ǎԕ�☖⪵ᱶ₦ᮝಽ�ᵲǎ᮹�ᖒᰆᮥ�

घၼ⋉⦹Łᯱ�⧊݅ܩ�

ə్ӹ�ᯕ�ᖙ�aḡෝ࠺�᜽ᨱݍ�ᖒ⧁�ᙹ۵�ᨧ᜖݅ܩ��ə௹ᕽ�ᵲ

ǎᮡ�ᬑᖁᙽ᭥a�ྕᨨᯙḡ
�ྕᨨᮥݍ�ᖒ⦹Łᯱ�⦹۵ḡ
�əญŁ�

ᨕਜíݍ�ᖒ⧁�äᯙḡᨱݡ�⧕�ᱽ᜽⦹ḡ�༜⦹Ł�ᯩ᜖݅ܩ��ᯕ�ᖙ�

aḡ�ᵲ�ᨕਅ�äᮥ�⡍ʑ⧁ḡ�Ǎℕᱢᯙ�ᨙɪᮥ�⦝⦹Ł�ᯩ۵�ä᯦

��ᯕ్⦽�ᇩ⪶ᝅᖒᮡ�ᔍ௝݅ܩ⧊���ᇥ໦�ྕᨙa۵�⡍ʑ⧕᧝݅ܩ

ḡḡ�ᦫᮥ�äᯕŁ
�᜽ᰆ᮹�ᇩᦩᮥ�ᇡ⇵ʑ۵�ᬱᯙᯕࢁ��ä᯦݅ܩ��

᯲֥�ั�ᯕ⬥
�ᵲǎᮡ�☖⪵�ၵᜅ⍴	᧞���}�☖⪵
ᮥ�ᔍᬊ⧁�ä

ᯕ௝Ł�Ŗ᜾�ၽ⢽⧩ḡอ�⪶ᝅ⦹ḡ�ᦫ᜖݅ܩ��᨝ษ�ᱥ�ᵲǎ�ᯙၝ

ᮡ⧪᮹�ၽ⢽a�ᯩᨩḡอ
�ʑᵡᮥ�₟ʑ�ᨕಖ݅໕
�ၵᜅ⍴ᨱ�Łᱶ

⦹Ñӹ�Łᱶᄡ࠺⪹ᮉᱽෝ�┾⧁�ä᯦݅ܩ��ə్ӹ�⩥�᜽ᱱᨱᕽ۵�

໦⪶⦹ḡ�ᦫ᜖݅ܩ��

⪹�ᇡᇥ�᜽ᰆ�ₙaᯱ᪡�ᩍ్�ᦥ᜽ᦥ�ǎaᨱᕽ�ᵝಽ�ᔍᬊ⦹۵ݡ

ᮉᮡ�᭥ᦩ⪵్ݍ��⪹ᮉ᯦݅ܩ��ᯕ�⪹ᮉᮡ�ḡᗮᱢᮝಽ�a⊹a�⦹



��

௞⦹ᩡŁ
�ᯕᨱ�⇵aಽ���_����ᯕᔢ�⦹௞⦹ญ௝۵�ᱥ฾ᯕ�ḡ

႑ᱢ᯦ྙ��݅ܩᱽ۵�ᯕ్⦽�⇵ᖙa�ӹ┡ӹ۵�᜽ʑ᯦݅ܩ��ᵲǎ

ᯕ�݉ʑᨱ۵�⪹ᮉᮥ�ᦩᱶᱢᮝಽ�ᮁḡ⧁�a܆ᖒᯕ�Ⓧḡอ
�ɝᅙ

ᱢᯙ�ᦶಆᮡ�əݡಽ᯦݅ܩ��ᵲǎ�ᯙၝᮡ⧪ᮡ�☖⪵ෝ�ᦩᱶ⪵⦹Ł�

݉ʑᨱ�ᱱḥᱢ�⦹௞ᮥ�ᮁࠥ⦹ʑ�᭥⦽י�ಆᮝಽ�᫙⪹�᜽ᰆᨱ�}

᯦⦹Ł
�᫙⪹ᅕᮁŁෝ�ᵥᯕŁ
�᫙⪵�ᯱᔑ�ๅࠥෝ�☖⧕�ᯱᔑ�Ƚ༉

ෝ�ԏ⇵Ł�ᯩ᜖ੱ��݅ܩ⦽
�����֥ᇡ░�ḡɩʭḡ�᫙⪹ᅕᮁŁᨱ

ᕽ��్᳑ݍ��aʭᯕ�ๅࠥ⦹ᩡ᜖݅ܩ�

ᯕ۵�ᵲǎ᮹�☖⪵ᱶ₦ᨱ�ʑၹ⦽�ᖒᰆᮥ�⦹௞᜽┅۵ߑ��Ḣᱲᱢ

ᯙ�ᩢ⨆ᮥ�ၙⅅ᜖݅ܩ��ᵲǎᮡ�᭥ᦩ⪵�a⊹�⦹௞�ᗮࠥෝ܇�⇵ʑ�



��

᭥⧕�᫙⪹᜽ᰆᨱ�}᯦⧕ᕽ᳑ݡ₉ݡ�⢽ෝ�⇶ᗭ⦹Ł�ԕᙹ�Ğᱽᨱ

ᕽ�ᮁ࠺ᖒᮥ�ᱽÑ⧩᜖݅ܩ��ə్ӹ�ǎԕᨱᕽ۵�ᖒᰆᮥ�घၼ⋉⦹

ʑ�᭥⧕�᪥⪵�ᱶ₦ᮥ�⠝⊹Ł�᝗ᨕ�⧊݅ܩ��ə௹ᕽ޵�ᬒ�ᱢɚᱢᯙ�

Ŗ}�᯲᳑ᮥ�☖⧕�ᯕෝ�ᅕ∊⦹ಅ�⧊݅ܩ��ḡӽݍᇡ░�ᅕᗉॐᯕ
�

᜽ᜅ▽ᨱ�สݡ⦽�ᵡእɩᮥ�⇵a⦹໕ᕽ�ๅᯝ�zᯕ�Ŗ}᜽ᰆᮥ�᳑

᯲⧁�ä᯦݅ܩ��Ŗ}᜽ᰆ�᯲᳑ᮡ�ᩍᱥ⯩�ḥ⧪�ᵲᯕ໑
�ə�đŝ�

ᯖᯝྜྷ�ᮡ⧪�e�ɩญ۵�⦹௞⦹ʑ۵�⍅ֶ�ᔢ᜚⦹Ł�ᯩ᜖݅ܩ��ə

్ӹ�ᵲǎᮡ�Ğᱽ�ᖒᰆᮥ�घၼ⋉⧁�᪥⪵ᱢ�☖⪵ᱶ₦ᯕ�⦥᫵⦹အ

ಽ�ɩญa�⦹௞⧕᧝�⧊݅ܩ��ᯕ�༉ु�ᔢ⫊ᨱࠥ�ᇩǍ⦹Ł
�ŝ⇽ݡ�

ᝁᬊ�₞⇽ᮡ�ḡᗮࡹŁ�ᯩŁ
�ᯕäᯕ�ᵲǎ�Ğᱽ�ᇡ₥᮹�ᵲ᫵⦽�ᦥ

┍౩ᜅÕ᯦݅ܩ��



��

ᵲǎ᮹�ᔍ⫭ᮖᯱⅾప	total social financing
ᮡ�ๅ֥����ᦊ�᷾a

⦹Ł�ᯩŁ
�ḡӽ��ᬵᨱ۵�⡎॒⧩᜖݅ܩ��ḡӽ��ᬵ
�ᔍ⫭ᮖᯱⅾ

పᮡ����᳑�᭥ᦩᮝಽ�⊹ᘀᦹ᜖݅ܩ��ᨕਜí�ᅕ໕
�ᱥℕ�❭ᯕԙ

ᝒ�᷾a�ᗮࠥa�ᵲǎ�Ğᱽ᮹�໦༊�ᖒᰆ�aᵲ⊹᮹��႑�ᯕᔢ᯦ܩ

݅��ᯕ۵�᷾a⧁�ä᯦݅ܩ��

݅ᮭᮡࢱ��aḡ�šₑ�đŝ᯦݅ܩ��↽ɝ�ǎᱽɩᮖ⩲⫭	IIF)۵�

����֥�ั�ᵲǎ᮹�GDPݡ�እ�ᇡ₥�እᮉᮥ�����ಽ�⇵ᱶ⧩᜖ܩ

݅��ḡӽ��ᬵอ�⧕ࠥ�❭ᯕԙᝒ᮹�ᙽ᷾aಽ�ᯙ⧕�ᇡ₥�ᙹᵡᯕ����

ᔢ᜚⦹ᩡ᜖݅ܩ��ᯕ�᜽ᱱᨱᕽ�ᵲǎ᮹�ᇡ₥۵�GDP᮹�᧞�����ᯕ

Ł
�ᱶᱱᯕ௡�᳕ᰍ⦹ḡ�ᦫ᜖ᷪ��݅ܩ
�Ҿᨧᯕ�᷾a⦹íࢁ��ä᯦


ುྜྷ��݅ܩ�ᰆʑᱢᮝಽ�ᯕ౑�⮱෥ᯕ�ᮁḡࢁ�ᙹ۵�ᨧḡอ
ⲱᨙᱽ



��

ʭḡ�ḡᗮ۱ࡹԱⲲa�ྙᱽ᳦᯦��݅ܩ⧊⦹໕�ᖒᰆᮡࡹ⪵ࢵ�ᨩŁ
�

สݡ⦽�ᇡ₥a�ᯩ۵݅ߑ�
�ᵲǎ�ʑᨦ᮹�ᙹᯖᖒࠥ�ᬑಅࡹŁ�ᵝ᜾

᜽ᰆ�⡎௞ᮝಽ�ᯙ⧕�ᵲǎᨱᕽ�ᯱᅙᯕ�ḡᗮᱢᮝಽ�ᮁ⇽ࡹŁ�ᯩ᜖


⬥ɩᯕ�዁Კ�ӹe�ᯕᯱ�⦽ݚ��᯲֥ᨱ�ᔢ݅ܩ�ḡӽ��ᬵᨱ��
���

ᨖ్ݍ�a�ᮁ⇽ࡽ�äᮝಽ�⇵ᱶ݅ܩࢊ�

ᯕäᯕ�ᝁ⯆ǎ�ᱥၹᨱ�Ù⊽�ᯱᅙᮁ⇽�ᔢ⫊᯦֥������݅ܩ�Ñ

֥������݅ܩ�ᝁ⯆᜽ᰆ�ᯱᅙ�ᮁ⇽ᮡ�ᵲǎᨱᕽ�ၽᔾ⦹ᩡ᜖⦽ݡ

ᨱࠥ�ᵲǎᨱᕽ�ᯱᅙᯕ�ᮁ⇽ࡹญ௝Ł�ᔾb⧊݅ܩ��ᝁ⯆ǎᮝಽ�᧞

eᯕӹษ�ᯱᅙᯕ�ᮁ᯦ࡹŁ�ᯩḡอ
�ᱥၹᱢᮝಽ۵�ᩍᱥ⯩�ᝍb⦽�

ᯱᅙ�ᮁ⇽ᯕ�ၽᔾ⧁�äᮝಽ�ᱥ฾⧊݅ܩ��ᯕ۵�ๅᬑ�ᵲ᫵⦽�ྙᱽ

ಽ
�ฯᮡ�ᝁ⯆ǎᨱ�ᩎ⣮ᮝಽ�᯲ᬊ⧁�ä᯦ᯱ��݅ܩᅙᯕ�ᮁ⇽ࡹ໕�



��

ᖙ�ჩṙ�ə௹⥥۵�₥ྕ�ŝᯪ	debt overhang
�ɩ֥������݅ܩ᯦

ᮖ᭥ʑa�ŝࠥ⦽�ᇡ₥᪡�ᇡ₥q⇶	deleveraging
�⦥᫵ᖒᨱ�᮹⧕�

ၽᔾ⧩݅໕
�ə�ᯕ⬥�ᬑญ۵�ᖒᙺ᜽ᰆᨱ޵��ฯᮡ�ᇡ₥ෝ�⇵a⧩

᜖݅ܩ��ᱶᇡ�ᇡ₥۵�GDP᮹�����ၙอᯕᨩ݅a�GDP᮹�������

ᯕᔢᮝಽ�Ⓧí�ᔢ᜚⧩Ł
�ə�ᬱᯙᮡ�ᰍᱶ�ᇡ᧲ŝ�ᮡ⧪�ᇡྙᨱݡ�

⦽�ᰍᱶᱢ�ḡᬱ᯦݅ܩ��ᝁ⯆᜽ᰆ�Ğᱽᨱᕽ۵�༉ࢱa�ᱱᱱݡ�޵�

⇽ᮥ�۹ญŁ�ᯩ᜖݅ܩ��aĥᇡ₥۵�ๅᬑ�ԏᦹ݅a
�ɪĊ⯩�ᔢ᜚

⦹Ł�ᯩ᜖݅ܩ��ᔍᝅ
�໨໨�ᝁ⯆ǎᨱᕽ۵�GDPݡ�እ�aĥ�ᇡ₥�

ə�ǎaᨱᕽݡ�⇽�᳑Õᯕ�ʭ݅ಽᬭḡအಽ�aĥ᮹�⪽ᮥ࠺�ḡ╒⦹

ʑ�ᨕಅᬭḲ᳦��݅ܩ⧊ᱢᮝಽ�ᅕ໕
�ᖙĥ�ᯱɩ�⪹Ğᮡ�ᨕಅᬭᲭ

ᮝ໑
�ᙽᯱᅙ�ᮁ⇽ᮡ�ᩎ⣮ᮝಽ�᯲ᬊ⦹Ł�ᯩ᜖݅ܩ��
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ᙹᵡᯕ�ᖒᙺ᜽ᰆอⓝ׳�Ñӹ�ə�ᯕᔢ᯦݅ܩ��⦽ǎ᮹�GDPݡ�እ�

ᇡ₥�እᮉᮡ�᧞����᯦ྜྷ��݅ܩು
�}ᯙ�a⃹ᇥᗭाݡ�እ�ᇡ₥۵�

⭉ᦍ׳�Ł
�ᯕ�ᱱᯕ�ᬑಅෝ�ԔŁ�ᯩ᜖݅ܩ��

ə్ӹ�እɩᮖ�ʑᨦᯕ�⧖ᝍ᯦݅ܩ��ḡӽ��֥e�⦽ǎᮥ�እ೐⦽�

ᝁ⯆ǎᨱᕽ۵�GDPݡ�እ�ʑᨦ�ᇡ₥a׳�ᯕ�ᔢ᜚⧩᜖݅ܩ��ᵲǎ

᮹�ʑᨦᇡ₥�ᙹᵡŝ�Ñ᮹�እ᜘⦽�⦽ǎ᮹�GDPݡ�እ�ʑᨦ�ᇡ₥a�

����ಽ�ə�ᨕਅ�ӹ௝ᅕ݅ࠥ׳�ᮡ�ᙹᵡ᯦݅ܩ��ᵲǎ᮹�GDPݡ�

እ�ʑᨦ�ᇡ₥۵�᧞�����ಽ�⇵ᔑ݅ܩࢊ��ᇡ₥a۵݅׳��äᮡࢱ��

aḡෝ�᮹ၙ⧊݅ܩ��ᯕ�ᱶࠥಽ�ᇡ₥�ᙹᵡᯕ׳�ᮝ໕�ᦿᮝಽ۵޵��

ฯᮡ�ᯱɩᮥ�ክต�ᙹ�ᨧ᜖ࢹ��݅ܩṙ
�ᦿᮝಽݡ�⇽ᯕ�ᱽ⦽݅ࡽ໕�

	Ğᱽ
��݅ܩ�घၼ⋉⧁�ᙹࠥ�ᨧ᜖ᮥ࠺⪾
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ᝁ⯆ǎŝ�ᖒᙺĞᱽࠥ�ᇡ₥᮹�ᔾᔑᖒ�qᗭᨱ�ᩢ⨆ᮥ�ၼ᜖݅ܩ��

ŝÑᨱ۵�ᯱɩᮥ��݉᭥ݡ�⇽⦹໕�GDPa��݉᭥อⓝ�᪍௝u᜖ܩ

݅��ḡɩᮡ�GDPෝ��݉᭥׳�ᯕಅ໕�ᯱɩᮥ��݉᭥ݡ�⇽⧕᧝�⧊ܩ

݅��ᯕ�༉ु�ԕᬊᮥ�᳦⧊⦹໕�ᖒᰆᮥ�ḡᬱ⧁�อⓝ�ᝁȽݡ�⇽�ᩍ

ಆᯕ�ᨧ݅۵�ä᯦݅ܩ��ə్အಽ�ᖒᰆᯕ�⋉ℕࡹŁ
�ᯕäᯕ�ᖙ�ჩ

ṙ�ᩎ⣮ᮝಽ�᯲ᬊ⧊݅ܩ�



��

ə్ӹ
۵�äᮡ�ᝁ⯆ǎॅᯕ�Ⓧí�᮹ࡹ�ᬒ�ᝍb⦹Ł�ྙᱽa޵�

᳕⦹Ł�ᯩ۵�ᖙĥ�ྕᩎ᮹ࢵ�⪵᪡�ᩩᔢᅕ݅�዁ෙ�Łಚ⪵௝۵ࢱ��

aḡ�ᰆʑ�⇵ᖙ᯦݅ܩ�

ᬱᯱᰍෝ�ᅕᝎ᜽᪅��ᦶಆᮥ�ၼŁ�ᯩ᜖݅ܩ��ᖒᰆශŝ�ᬱᯱᰍ�

aĊᯕ޵��⦹௞⧩᜖݅ܩ��ᦥ௹�᪅ෙ἞�ə௹⥥۵�ᔑ⇽ప�łᖁŝ�

ᬱᯱᰍ�aĊᮥ�ӹ┡ԕ۵ߑ
�ᕽಽ�ᔢššĥa�ⓑ�äᮝಽ�ᅕ᯦ܩ

݅��ᬱᯱᰍ�aĊᮡ�ᯕᱽ�ᝁ⯆ǎᨱᕽ�ӹ┡ԁ�ྕᩎ�ᙝⓍ᮹�ᵝ᫵�᳑

Õᯕࡹ�ᨩ᜖݅ܩ��



��

ᖙĥ�ྕᩎపᯕ�qᗭ⧩᜖݅ܩ��ᦥ᜽ᦥ�ᱥᩎᨱᕽ�ᙹ⇽�᷾aᮉᮡ�

ษᯕթᜅ᯦݅ܩ��ḡӽ��ᬵ
�ᵲǎ᮹�ᙹ⇽ᮡ�ᱥ֥ݡ�እ�������⦹

௞⧩Ł�ᯝᅙᮡ�ᱥ֥ݡ�እ��_���⦹௞⧩᜖݅ܩ��ᖙĥ�ྕᩎᯕ�ᇶ

ƕ⦹۵�ᰆ໕᯦݅ܩ��ᯕ౨íࡽ��ᬱᯙᮡ�ᵲǎᯕ�ᱥᅕ݅�⭉ᦍ�ᱢᮡ�

᧲᮹�ᙹ᯦ᮥ�⦥᫵ಽ�⦹ʑ�ভྙ᯦݅ܩ��ᵲǎᮡ�⦽ǎᮥ�እ೐⦽�ᦥ

᜽ᦥ�ǎaॅᯕ�ŝÑ�ᵲǎᨱ�ᙹ⇽⦹ྜྷ�޹⣩ᮥ۵޵��⦥᫵ಽ�⦹ḡ�

ᦫíࡹ�ᨩ᜖݅ܩ��ə�đŝ�ᙹ⇽�᷾aᮉᯕ�⦹௞⦹Ł�ᯩ۵�ä᯦ܩ

݅�



��

ᔾᔑᖒŝ࠺י�ಆ�᷾aᮉࠥ�⦹௞⧩᜖݅ܩ��JP�༉Õ	JP Morgan


᮹�⇵ᱶ⊹᪡�݅ෙ�ĥᔑॅࠥ�ᯕ్⦽�⩥ᔢᮥ�घၼ⋉⧊݅ܩ��ᔾᔑ

ᖒ�᷾aᮉᯕࡽ⪵ࢵ��äᮡ�᦭ḡอ
�ᝁ⯆ǎ᮹�ᔾᔑᖒ�᷾aᮉࢵ�⪵

a�ᯕ☁ಾࢱ�ऽ్ḡí�ӹ┡ӽ�äᮥ�ᦥ۵�ᔍ௭ᮡ�ฯḡ�ᦫ᜖݅ܩ��

ᩑe�ᖒᰆශᯕ�����ᨱᕽ����ᯕ⦹ಽ�⦹௞⧩᜖݅ܩ��ᖒᙺ᜽ᰆᨱ�

እ⦹໕�ๅᬑ�ɪĊ⦽�⦹௞᯦ੱ��݅ܩ⦽
⦹ಆ�᷾aᮉࠥ�⦹௞࠺י�

Ł�ᯩ᜖݅ܩ�

ᯕࢱ��aḡෝ�᳦⧊⦹໕
�༉ࢱ᮹�ᩩᔢᅕ݅�ᰁᰍᖒᰆශ�⇵ᯕa�

⦹௞⧩ᮭᮥ�᦭�ᙹ�ᯩ᜖݅ܩ��ḡӽᵝ�+1�༉Õᮡ�ᖙĥ�Ğᱽ᮹�ᰁ

ᰍ�ᖒᰆශ�ᱥ฾ᮥ�ᔩಽ�ၽ⢽⧩۵ߑ
���ᩡ᜖݅ܩ��ᖙĥ�Ğᱽ�ᱥ

ℕ�ᰁᰍᖒᰆශᯕ���௝۵�ั᯦݅ܩ��ᰁᰍᖒᰆශᯕ௡�ᯝၹᱢᮝ

ಽ�Ğᱽෝ�ᇡ᧲⧁�⯹ᯕӹ�⪽࠺ᯕ�ᨧ۵�ᔢ┽᮹�ᖒᰆශᮥ�᮹ၙ⧊



��


��ə్အಽ�ᯕ�༉ु�ä᮹�ᇡᰍෝ�Łಅ⦹໕݅ܩ�᧞���᮹�ᖒᰆ

ᮥ�ʑݡ⧁�ᙹ�ᯩ᜖݅ܩ��ᵝ᫵�ᱥ฾�ʑšᨱᕽ۵�᪍⧕�ᖙĥ�Ğᱽa�

᧞������ᖒᰆ⦹ญ௝�ᱥ฾⧊݅ܩ����໕�⋉ℕ۵�ᦥܩʑ�ভྙᨱ�

ə݅ḡ�ӹᒹḡ۵�ᦫ᜖݅ܩ��ə్ӹ�ᖙĥ�Ğᱽa�ᰆʑᱢᮝಽ�᧞�

�_��ಽ�⃽⃽⯩�ᖒᰆ⦽݅໕
�᪍⧕᪡�ԕ֥ᮥ�⡍⧉⦹ᩍ�ჭ៉��֥�

ᩑᗮ�ᖙĥ�Ğᱽa����ᯕ⦹ಽ�ᖒᰆ⦹۵�ä᯦݅ܩ��ə్໕�᪉w�

ᔍ⫭ᱢ�ྙᱽ
�ᱶ⊹ᱢ�ʕᰆ
�ᗭा�ᇥ႑᪡�šಉྙ�ࡽᱽa�ၽᔾ⦹

Ł
�ŝᗭ⠪aࡹᨕ�ɪᩍෝ�ᱢí�ၼ۵݅۵�ᇩอᮥ�⣩ᮡ�ᯙǍa�ӹ

┡ӹíၙ��݅ܩࢊ�௹ᨱ�ᯕ౑�ྙᱽ۵޵��ฯᯕ�ၽᔾ⧁�äᮝಽ�ᩩᔢ

�݅ܩࢊ

᪅۹�ัᥡऽฑ�ԕᬊᮥ�༉ࢱ�᫵᧞⦹۵�ə௹⥥ෝ�⦹ӹ�ᅕᩍऽญ

۵�äᮝಽ�ၽ⢽ෝ�ษ⊹ࠥಾ�⦹ā᜖݅ܩ���_�֥�ᱥอ�⧕ࠥ�ᝁ⯆



��

᜽ᰆŝ�ᖒᙺ᜽ᰆ᮹�ᖒᰆශ�₉ᯕ۵�ๅᬑ׳�ᦹ᜖݅ܩ��ᯕᱽ�ə�₉

ᯕa�᳢⩡ḡŁ�ᯩ᜖ྜྷ��݅ܩು
�ə᪡�⧉̹�ᝁ⯆᜽ᰆŝ�ᖒᙺ᜽ᰆ

᮹�ʑᨦa⊹⠪a	equity valuation
�₉ᯕࠥ�ᵥᨕॅŁ�ᯩ᜖݅ܩ��ᦿ

ᮝಽ�ᯕ్⦽�➉▕�ԕᨱᕽ�ᔩಽᬕ�ᔢ⫊ॅᮥ�ᅕíࢁ��ä᯦݅ܩ��



QA
ḩ᮹�᮲ݖ



��

⩥ᰍ�ᝁ⯆᜽ᰆᨱᕽ�ᯝᨕӹ۵�⩥ᔢᮡࢱ��aḡ�⯹ᨱ�᮹

⧕�ၽᔾ⦹Ł�ᯩ᜖݅ܩ��ᬱᯱᰍ᪡�zᮡ�ᔢ⣩ᮥ�ᙹ⇽⦹۵�

ǎa۵�ԏᮡ�ᬱᯱᰍ�aĊᮝಽ�Ł☖�ၼ᜖݅ܩ��⦽⠙
�ᵲǎŝ�zᮡ�

Ñݡ�Ğᱽ۵�ԏᮡ�aĊᮝಽ�ᯕᯖᮥ�᨜Ł�ᯩ᜖݅ܩ��ᯕॅᮡ�bᯱ�

݅ෙ�ᯕᮁḡอ�zᮡ�ႊ⨆ᮝಽ�ᬡḢᯕŁ�ᯩ᜖ᯱ��݅ܩʑᯱᅙᯕᯖ

ශŝ�ᵝaᰆᇡa⊹እᮉ�⊂໕ᨱᕽ�ᵲǎ�᜽ᰆᮥ�ᨕਜí�⠪a⦹ᝎ

 ʭܩ

ᙹ᯦�ၰ�ᙹ⇽ᨱݡ�⧕�ᔢ᜾ᱢᮝಽ�ᔾb⦽݅໕
�ᮁa�⦹

௞�᜽�ᙹ⇽ǎᮡ�Ł☖ᮥ�ၼŁ�ᙹ᯦ǎᮡ�ᯕᯖᮥ�ԕ᧝⧊ܩ

݅��✚⯩
�ฯᮡ�ᦥ᜽ᦥ�ǎaa�ᬱᮁ᪡�ᨱթḡ᮹�ᙽᙹ᯦ǎ᯦݅ܩ��
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The Key Themes and Risks
of Global Economy in 20161

Hung Tran
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The title of my short presentation today is “Bear Market and 
Central Bank Liquidity”. That is a polite way to put it rather 
than using “Central Bank: Super Activity or Hyper Activism and 
Deteriorating Fundamentals”. The last words are really the key 
theme running through the presentation and that is what I want 
to leave you with. The supply side fundamentals of the global 
economy are deteriorating and that is why we are seeing the kind 
of things that we have not seen so far. 

First, I will talk about the bear market perspective. We have 
had sharp turmoil and sell-off in financial markets, particularly 
in equities since the beginning of the year, which started from 
China and then spread throughout the world. But I would like 
to put it in perspective in a bit longer term, so that you see 
where we are. Here are three take away points. 

Number one, we have seen some stabilization and recovery 
in the past ten days or so. Do not be too complacent, because 

1　This is a transcript of the speech by Dr. Hung Tran at the IGE Distinguished Lecture 
Forum on February 23, 2016. The views expressed here are the speaker’s.
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in my view those are short-term and normal market up and 
downs. The underlying problem that causes the sell-off in the 
first place is still there, not being resolved. There is nothing new 
now compared to the beginning of the year when the market 
was under pressure. To reinforce this point, we had the latest 
February Purchasing Managers Index (PMI) released from 
Europe, the US, Japan, and China. It was significantly down 
everywhere, across the world. China’s PMI, in particular, shows 
that manufacturing is down to 37.5. It is way below the 50 
line. The services sector, which has been the hope for Chinese 
economic stability until now because of its steady growth, now 
accounting for more than half of the GDP, also declined to 37.5. 
That means that the main challenge that we have causing the 
sell-off, lack of growth, lack of demand, and slow recovery is still 
with us, and things seem to be accelerating. 

Number two, if you look at the red line (mature markets) in 
the chart below, we have had a bear market since mid-2015, in 
the sense that indexes declined by 20%. It is basically a very mild 
correction from the long term trend perspective. We are still 
ahead in terms of recovery since 2009. The question is whether 
we can stay there or whether there will be more overshooting on 
the downside to come. 
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Number three is a more interesting point. It is what has been 
happening with the emerging markets world that will hold the 
key to understand the developments in the global market place. 
Between 1999 and 2003, equity markets in both regions behave 
more or less in sync. They moved more or less in the same 
direction. However, from the early 2000 until the crisis of 2008 
and then the recovery from the crisis until 2011 and basically 
in 2014, what we saw is quite a significant outperformance of 
the emerging market equity indexes compared to mature market 
counterparts. We saw a huge increase, almost 4-5 times better 
performance by emerging markets’ financial markets over those 
years, 2003-2014, for more than a decade. Those were the 
golden days of the emerging markets; that was the day when the 
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term “BRICs” was coined. That was the day when the growth in 
emerging markets exceeded that in mature economies by 6-7%p 
and the highest growth differential was in 2008. That attracted 
a huge amount of capital inflow into emerging markets, helping 
emerging economies to perform very well. What we have seen is 
the correction of that euphoria since then, particularly in 2014 
with a sharper decline of the emerging market equities, in my 
own understanding. 

It turns out that the key motor of this superior performance 
in growth and financial markets of emerging economies in 
those years was commodity price. Commodity supply went up 
strongly from 1999 to 2011 by 85%. Everything went up. Then 
since 2011 commodity prices have fallen by about 60% by now. 
Everything has plunged. The hope that the emerging economies 
could use the period of strong growth to make changes, to make 
structure reforms, to change the institution, to improve the 
economy, and to become a diversified modern economy to cope 
with bad times, by and large, has been disappointing. There are a 
few good examples but, by and large, many emerging economies 
simply failed to use a good time to do what was needed to be 
done. The key point is the blue line (emerging markets) will 
go all the way down to meet the red line (mature markets) like 
it used to be a decade ago. Therefore, there is more room for 
disappointment and underperformance on the part of emerging 
markets. 
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Another key distinguishing point of this market sell-off is 
that the banks are at the front of the sell-off. The overall index 
declined by 20% since the peaks in mid-2015. The banking 
sectors in the US, Europe, Japan, and many emerging markets 
declined sharply since the beginning of this year. Everyone is 
coming down. The fall in the US banking sector is relatively less  
compared to others, but interestingly Japan’s banking sector has 
also shown a very sharp downturn and so have emerging market 
banks. So what is going on? 

The key things we have to keep in mind are slow growth and 
high debt in many countries, particularly in emerging market 
countries, causing non-performing loans and credit costs to 
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rise and higher regulatory requirements by all banks which 
all together produce slow profit growth for banks. So, there 
is basically no profit. That is what investors are realizing now. 
The regulatory, economic, and financial environments they are 
operating in  have a very poor opportunity to realize the income 
and profit and therefore there has been sell-off. 

The sell-off in equity markets also spilled over to the 
concerned that, for some banks at least, there are subordinated 
debts such as CoCo (Contingent Convertible) bonds. You see 
in the below chart that there is a significant increase of spread 
in subordinated debt. But it is nowhere near the 2012 in case 
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of the European banks at the time of the European sovereign 
debt crisis, but is getting closer to the peak that we saw in 2009 
during the Great financial crisis. Things are not quite right. 
Things are still under stress. 

This is really the key to the whole things: low return. Before 
the crisis, banks at least offered to investors an interesting 
model, a high risk-high return model. Return is very volatile, 
risky, and subject to many changes in the market but quite 
high. If they do it right, they can have very significant profits: 
high risk-high return. After the crisis, I think that the concern 
and the intention of policymakers were to move away from the 
past model to minimize the risk of crisis and the risk of using 
taxpayers money to bail out failing banks and to move toward 
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a low risk-low return banking environment which is thought to 
be safer and contributing to the steady and stable growth of the 
economy.  

I think that what we have seen is a reality check on that vision; 
only 50% or half of that vision has been realized. The low return 
has been realized but the low risk has not. We have to step back 
and think. Banks are not utilities; banks cannot be made into 
utilities such as water or power generator utilities. Utilities can 
have regulated grades and regulated return on capital. Therefore, 
they can show, despite low profitability and low return, a very 
safe, reliable, and stable income. Banks cannot be put into that 
mode. No regulators can guarantee stable and reliable returns to 
banks. Even in a simple banking business, lending to business, 
they are utterly dependent on the underlying local economy. 
If the economy is doing well, the banks are doing much better 
because they are high beta player in the economy. But if the 
economy is in recession, banks go down. 

If they do more sophisticated products, investment banking 
and trading products, the environment is getting very difficult, 
markets are very uncertain, and regulatory burdens become 
higher. On both sides of the bank business model, the normal 
simple banking and the wholesale investment banking, the 
challenges to generate decent income are getting more and more 
difficult. US banks seem to be trying to cope with that and even 
though their return on equity is now around 9%, half of what it 
used to be before the crisis. 
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It is the European banks that we really have to be concerned 
about. They basically have not been able to consistently provide 
a return on equity (ROE) above their cost of capital since the 
crisis. This situation is not sustainable in the long run. That 
is reflected in the low valuation that market participants have 
given to banks. On the left hand side of the chart, you see the 
price-to-book ratio by country. The US is still better with the 
price-to-book, the average about 1 time, but that hides a lot of 
banks already trading at below book value. Basically in Europe, 
the UK, and Japan, it is way below book value. In the case of 
Greece, it is way below book value because of the crisis. In the 
case of Germany, it is below book value because of one or two 
major banks suffering from very low valuation. 



��

On the right hand side of the chart, again, I refer to the 
comparison between banks and utilities. At the moment banks 
have  the lowest valuation in terms of the price-to-book ratio 
compared to any other sectors of the economy. But if you 
compare banks and utilities, even though utilities globally show 
the same rate of return on equities, about 5-6%, they enjoy far 
higher multiples in terms of the price-to-earnings and the price-
to-book. It is clearly the way for market participants to say that 
banks have low return but not low risk, still high risk and low 
return, which is a very difficult combination to maintain. 

These concerns about the ability to service debt have also 
spread to the emerging market countries. They have accumulated 
a significant amount of debt over the past eight years. Records 
come out particularly by the corporate sector of emerging 
market countries. This spread is steadily rising and I personally 
think that it will continue to rise even more, going forward. So 
that is the first part. 
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The second part is that central banks are contributing to 
this sense of uncertainty, volatility, and disarray. After the great 
financial crisis, action by central banks such as the Fed (Federal 
Reserve Bank, Fed), the Bank of England and so on, did 
contribute to stabilizing the situation, reducing the panic and 
setting the stage for recovery. In the US particularly, recovery has 
been going on steadily since 2009 until now, subpar but steadily 
recovering. 

I think that central banks’ action is now getting into a 
diminishing return territory. They have added a huge amount 
of liquidity. Central banks in the eurozone countries including 
Denmark, Switzerland, and Sweden and the Bank of Japan 
have pushed their interest rates down, not only to zero but to 
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negative area. There is an increasing question about whether or 
not the Fed will follow up with that and push rates eventually to 
negative territory as well.

It is a “diminishing return” because the three things that 
central banks’ easing activity has hoped to achieve are not 
working anymore. One is that central banks hoped to depress 
the value of their currency by easing. It does not work anymore. 
After the Bank of Japan announced the negative policy rate on 
January 29, from then until now the yen is 7% stronger, not 
weaker. This equity market is 6% lower, not higher. It does not 
work anymore. Second, in terms of encouraging borrowing, 
that has not worked that well. In Japan, since 2012, despite 
significant intervention from the Bank of Japan, borrowing has 
remained flat. 
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Last but not least, supporting risky assets and borrowing in 
the environment of overall high level of asset valuation and in 
the context of high debt, you can only borrow growth from the 
future. If central banks are successful and can stimulate more 
creation of credit, they can support growth in the near term 
but at the cost of creating a bigger problem in the future with 
a higher level of debt. That is why central banks, in my view, 
contributed to a significant increase in volatility. If you look at 
the chart below, we are way above the high level of liquidity that 
we experienced during the depth of the financial crisis back in 
2009, particularly the yen interest rate volatility.
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With that negative yield, we have almost US$7 trillion of 
mature market government bonds offering negative yields below 
zero and no more than US$9 trillion giving yields between 0% 
and 1%. In other words, it is a very hostile environment for 
banks. Banks rely on the positive yield curve to get income from 
maturity transformation. They take in short-term lower interest 
rate deposit. They lend out long term. They get the income from 
the positive yield curve. Because of the central bank activities, 
if the yield curve becomes not only flat but also close to zero, 
then the mixed source of income for banks reduces. That again 
raises the question of how banks can demonstrate a convincing 
business model that can earn this in return. Japan, I said before, 
reversed reaction after January 29.
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But the main central bank that everyone should try to 
understand now, in my view, is no longer the Fed but the 
Chinese central bank, the People’s Bank of China (PBoC). The 
PBoC does many things but it is very difficult to understand 
what it is that it wants to achieve and how. The impact, 
therefore, has been creating uncertainties. I call this “impossible 
trinity”, in the sense that they are falling into a classic trap of 
trying to do too many things, basically three things at the same 
time, which seem to have been quite impossible. China wants 
to liberalize the capital account and let the exchange rate to be 
set more by market influences, both of which are conditions 
for China to persuade the IMF Board to include renminbi in 
the SDR (Special Drawing Rights, SDR), which it succeeded. 
Third, which is more important, is that they still want to have a 
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domestic monetary policy to support growth in China. 

But they cannot have all three at the same time. Therefore, 
they are failing to say what their priorities are, what they want to 
achieve and how they achieve it. They have not been very specific 
as to what of the three things they want to drop. They certainly 
have to drop something. I think that uncertainty will be around 
with us and it will be at the back of market nervousness. Since 
late last year, China officially announced that they will try to 
use a basket of currencies (about 13 currencies), but it is not 
clear. Even with the latest announcement from the PBoC, if the 
reference is hard, they will peg to the basket or do pegged float 
against the basket. At this point, it is not clear. 

In the meantime, the key rate that many market participants 
and foreign countries in Asia refer to is the renminbi/dollar 
exchange rate. It continued to weaken and that is why there 
is a widespread expectation that it will continue to weaken 
further by at least another 10-20%. The question is the timing 
of that trajectory. It is very highly likely that China will keep it 
stable in the near-term but the underlying pressure will remain. 
Because of the effort to keep currency stable and engineer the 
weakening in a very gradual way in the near term, they have 
been intervening in the foreign exchange market, selling foreign 
exchange reserves and therefore reducing the size of the balance 
sheet by selling foreign exchange (FX) assets. Significantly, since 
2014 until now, almost US$1 trillion equivalent of reserves have 
been sold.
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That has a direct impact on reducing the monetary policy 
based growth of China. By intervening in the FX market to keep 
the decline of the renminbi gradually, they shrank their balance 
sheet and withdrew liquidity from the domestic economy. 
However, they want to have accommodative monetary policy 
at home to support growth. Therefore, they compensate for 
that by actively using more open market operations, which now 
they will do on a daily basis, as you have seen since last month, 
adding a huge amount of reserves into the system. These things 
are still out and the net outcome is the overnight interbank 
rates which seem to be going up, not down. But it should be 
going down because they need easier conditions to support 
the economy. Nevertheless, given all of these developments, 
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borrowing and credit creation continue and debt is one of the 
key Achilles heels of the Chinese economy.

China’s total social financing continues to grow by 13% year 
over year and in January there was a big jump. In January, the 
total social financing jumped up to 3.4 trillion renminbi, to 
the extent that the pace of growth in total financing is almost 
more than twice than the nominal growth rate of the Chinese 
economy. That is going to increase.
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Here are two observations. The IIF’s latest estimate puts the 
Chinese total debt to GDP at 277% at the end of 2015. In 
January alone, the increase in financing on a net basis added 
another 3%p to the level of debt, according to our estimate. At 
this point, the Chinese debt is about 280% of GDP and there 
is no peak inside. In other words, it will continue to rise. Of 
course, it cannot be sustained in the long run but the question 
is until when this long run is going to be. If you put everything 
together, slow growth, a huge amount of borrowing, the concern 
about profitability of Chinese companies, and the state of the 
equity markets that really account for continued net capital 
outflow from China, we estimate another $113 billion net 
outflow from China in January after the significant outflow that 
we  saw in the past year. 
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That really is the story behind the overall net capital outflow 
from emerging market countries. In 2015, the bulk of the 
outflow from emerging market countries came from China.  In 
2016, we estimate that the outflow from China will remain. 
There is some small re-inflow to emerging market countries 
but overall, there will be still a significant net outflow from 
emerging market countries. It is very important and will add to 
the headwind to many emerging market countries. Net capital 
outflow means tightening of financing conditions in the country 
concerned, making it difficult for companies and households to 
support their activity. Overall, the global financing conditions 
are difficult and net capital outflow is a headwind.



��

The third one is debt overhang. If the crisis in 2008 was 
thought to be caused by too much debt and the need for 
deleveraging, what we have done since then is to add even 
more debt in the mature economies. The government debt 
increased significantly from less than 70% of GDP collectively 
to more than 100% of GDP caused by fiscal stimulation and 
fiscal support to the banking sector. In the emerging market 
economies, everyone goes out and borrows more.  The household 
debt is going up very strongly from a very low base. In fact, in 
some countries the level of household debt to GDP is as high as 
or even higher than that of some mature economies. Korea’s debt 
to GDP is around 85%. Debt to personal disposable income is 
much higher and it is one of the areas for concern.
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Non-financial corporate, however, is the key. In the past 8 
years, there has been a significant increase in debt to GDP with 
regards to corporations in emerging market countries including 
Korea. In Korea, the corporate debt to GDP is 150%, one of the 
highest in the world, on par with China whose corporate debt to 
GDP stands at about 154% in our estimate. High debt means 
two things. You cannot borrow much more, if you are that 
highly indebted. Number two, if you cannot borrow more, you 
cannot support activity. 
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Emerging market countries and mature economies suffer also 
from this diminishing productivity of debt. In the past, if you 
borrow one unit of debt, you could create one unit of GDP. 
Now you have to borrow roughly three new units of debt to 
support the same creation of one new unit of GDP. If you put 
all of this together, it only means that the room for creating debt 
is not enough to support growth. Therefore, growth will remain 
slow and this is the third headwind. 
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However, more serious and troublesome are the longer term 
developments: 1) the slowdown in world trade, which emerging 
market countries are very dependent on and 2) the premature 
aging of emerging market countries. 

Look at commodities, it is under pressure. Growth and 
commodity price are lower. The right hand side of the chart 
below shows the shape of the yield curves and commodity prices. 
It turns out that they correlate pretty well. Commodity price is 
now a major term of trade shock in emerging market countries. 
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World Trade is down. Export growth is negative everywhere 
in Asia. China’s export declined by 11.2% in January year over 
year, while Japan’s export declined by 8-9% in January year over 
year. It is a picture of the collapsing of world trade. One of the 
factors behind it is that China simply needs to import much less 
than before. China simply does not need a lot of things that Asia 
including Korea used to export to it. That is one of the reasons 
why you see that the export growth is collapsing. 
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Productivity and labor force growth are also down. A JP 
Morgan estimate and our calculations kind of support these 
findings now. We know that productivity growth has been 
slowing but not too many people realize that the deceleration 
in emerging market countries had been so pronounced, going 
from 3.5% annualized growth to less than 1%. It is a very sharp 
deceleration compared to mature markets. Also, labor force 
growth is slowing. 

If you put the two together, the potential trend growth 
rate has been much slower than everyone has estimated. Last 
weekend, JP Morgan came out with a new estimate for potential 
growth rate for the global economy, which is now 2%. For the 
whole global economy, the potential growth rate is 2%. Potential 
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growth rate means that normally in the absence of any forces 
or actions to stimulate, the economy can revert to the potential 
rate. So in the absence of everything, it is about 2% that we can 
hope for. That is what almost every major forecaster expects the 
global economy to perform, about 2.3% this year. As 2% does 
not mean a recession, it is not that bad. However, if we have 
slow growth about 2-3% for the global economy for a long term 
- in fact, this year and the next, it will be 6 years in a row that 
we have the global economy grow below 3%. Then, we have all 
kinds of social problems, political tensions, issue pertaining to 
distribution of the fruits of economy, and some segments of the 
population feeling underappreciated and underpaid. I think that 
we will continue to see more of these issues in the future. 
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I will conclude by offering this chart that summarizes 
everything we have covered so far. The growth differential 
between emerging markets and mature markets used to be 
very high 5-6 years ago. Now it is going down. With that, the 
differential in equity valuation between emerging markets equity 
valuation and mature markets is also coming down. We will see 
the developments in this pattern in the period ahead. 



QA
Question and Answer
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What is happening in emerging markets today is 
driven by two distinctive different forces. The countries 

which are exporting the commodities like raw materials suffer 
from low commodity prices. On the other hand, big economies 
like China should benefit from the lower prices. They are 
moving together in the same direction for different reasons. 
Thus, how do you evaluate the Chinese market, particularly the 
return on equity and the price-to-book value aspect?

Regarding import and export, the conventional 
wisdom is that when the oil price declines, exporters 

suffer and importers benefit. In particular, many Asian countries 
are net importers of oil and energy. Therefore, Asia should 
benefit from it. But it has not. Why? It is the same story: lack 
of growth, excess capacity, and no demand. Therefore, even 
though the oil price is low and interest rates are low, that has 
not stimulated consumption or investment. Oil exporters in 
the Middle East and Russia suffer directly from reduction in 
fiscal revenue based on oil export. But the oil importers have 
not benefit from it in the sense of seeing their activity being 
stimulated. 

Economists are debating about the cause of this overall 
slowdown and lack of global demand and growth. My personal 
view is that we are getting into a situation of excess capacity on 
everything. Everyone now has too many things that anyone can 
wish to have. When I came to the US to study in the 1970s, 
it was usual for middle income suburban house with one nice 
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car garage. 10-20 years later, they wanted two garages. Now, 
they want three or four garages. How many cars can one family 
drive? How many flat screen TVs can you have at your home? 
Therefore, new demand for many goods is simply not there. 
There is a contradiction between stock and flow. The stock of 
wealth is very high. Many societies are much better off today in 
terms of stock of wealth compared to many years ago. However, 
the flow, the new demand, is slow. If you have too much debt, 
you cannot borrow more. If you have too much stuff, you 
cannot buy more.

I  did not hear  anything posit ive  from your 
presentation. In an effort to find something positive, 

what would be the hopeful sign that this will end? Are there any 
such thing that we can look for? 

One positive thing is that despite the very significant 
correction in the markets that has been going on 

for some time, overall market conditions remain orderly. We 
have not had crisis in terms of disorderly panic and so on. 
That is a good thing in the sense that the banks are much 
better capitalized now than before. They have more or less 
implemented most of the regulatory requirements that have been 
put in place in the past 8 years. They are stronger, capitalized, 
have better liquidity ratio management and so on. With that, 
it helps to stabilize the system to the extent it has. Whether or 
not it will last, it is an open question. We are lucky not to have a 
worst outcome. 
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Going forward, is there anything that will turn this 
around? No, because you have too much debt. Anything that 
policymakers can do is to rely on creating more debt to support 
economic growth. Modern economy is a debt-driven economy. 
No debt, no growth. If you have too much debt, you cannot 
borrow more. If you cannot borrow more, you cannot have 
growth unless you are willing to destroy debt and assets by 
default. But that also creates a lot of suffering and pain on the 
part of the savers, who save and buy government bonds for their 
own retirement. If government does not pay the bonds, that 
reduces the debt but it also reduces the wealth of the savers. 
Thus, there is no easy way out. 

The best way out of this is not only relying on monetary 
policy but also having a very well coordinated policy with fiscal 
stimulation where fiscal stimulation can be afforded. And not all 
countries are in the same predicament. For example, Germany 
has an excellent fiscal balance sheet at the moment. It can afford 
and use more fiscal stimulus to support growth, but it does not 
want to do it. That is a different question. 

You could also try structural reform to create conditions for the 
economy and entrepreneurs to add value to the society. It really 
requires a degree of political leadership that we have not seen 
for a long time in almost every country. That is the potential 
solution and potential way out of this difficult situation. But, 
personally, I think it is not likely. In the absence of such well 
thought-out coordinated policy, not only within countries but 
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among countries in the G20, we are muddling through. Perhaps, 
lack of big crisis is good news but instead of big crisis we have 
slow growth and slow long misery for many years. So there will 
be no sudden debt but long misery.

Is there any bright spot? India is a net importer of 
all commodities and they also have a huge domestic 

market. Is that the bright spot we are looking for?  

The overall impression is a bit negative. However, 
there are always differences among countries. Even the 

term “emerging market” is misleading because it includes a huge 
number of countries with different conditions, different stages 
of development, different policies, different regimes, different 
quality of leadership and so on. Of course, there are efforts from 
a bottom up perspective, going into the right direction in some 
cases. 

Since Prime Minister Modi came into power, there are a lot of 
clear narratives of reform to try to promote activities in India. 
They happen to have a good central banker who is keeping 
things stable for them. However, like in the case of Indonesia 
as well, while policy intention and initiative and narratives are 
important, at the end of the day, implementation is the key. You 
can have all kinds of good policies you want, but if you cannot 
implement them on time, then eventually the impact and the 
fruits of such intention are not coming. India is a little bit in this 
area. There are some things that have been done right. 
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However, there are many things yet to be done. For example, 
corporate debt is relatively lower than that in Korea and China, 
but still high at 85%. And of the corporate debt, about 40% 
is non-performing loans (NPL) among the state owned banks. 
India has to take action to deal with that before the banks can 
energize and support the economy more. They have all kinds 
of reform they need to go through. We can say that there is a 
narrative of intent to reform. Yet, a lot needs to be done. 

You talked about the impossible trinity in the case 
of China. From this October, Chinese renminbi will 

be included in the SDR basket. Over the last several months, 
renminbi has already substantially depreciated. May I ask your 
view on the future of renminbi and its value?

I think it depends on your perspective. If you go back 
3-5 years, renminbi showed significant appreciation 

against the basket of currencies because China tried to be closely 
pegged to the US dollar. When the US dollar strengthened for 
most between 2011 until lately, renminbi also strengthened 
significantly vis-à-vis the basket of currencies. If you look that 
with that long perspective, the weakening of renminbi against 
the dollar is simply allowing getting back to a more neutral 
valuation vis-à-vis the basket to unwind the past appreciation of 
the currency. That interpretation is consistent with the fact that 
the strengthening of renminbi against the basket plays a part in 
slowing down the economic growth. Therefore, China needs to 
unwind that headwind.  If that is the interpretation of yours, 
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then there is a room for renminbi to weaken against the US 
dollar a bit further to offset the past appreciation. 

Another way to look at it is simply looking at the effort that 
the Chinese leadership is being confronted with in engineering 
a very difficult transition to move from the old growth model, 
which is not workable anymore. The old growth model relying 
on fixed asset investment and export via manufacturing export 
is confronted with the same slowdown in world trade that 
everyone else is being confronted with. Therefore, China is 
making a transition led by domestic demand and services in the 
economy while deleveraging the high level of debt that it has. It 
is a very difficult transition to make and during that transition 
growth will be slower. The question is whether it can make the 
transition and maintain slower growth in a very gradual manner 
to have a soft landing. Chances are it can have a soft landing. 
But in the transition period there are a lot of uncertainties. That 
is behind the net capital outflow. Many savers started with an 
undiversified portfolio because they used to have nothing else 
but basically real estate and a bank deposit as their asset. Now 
that they try to diversify their portfolio and that prompts the 
ongoing net capital outflow. That means that renminbi will 
have to weaken because of net capital outflow. Thus, if you put 
everything together, it looks to me that if the renminbi is freed 
up and dictated by market forces, the natural tendency would be 
that it would go further down.  
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Where does the money go which flows out from 
China and which has been flowing out of the stock 

market over the last weeks or months? Is there more to come 
in the stock market? Also, do you see any potential for further 
turmoil in the stock market? 

This is a very complicated topic. Let’s start from 
the basics. The basic is that China has been running 

current account surpluses since it began its reform and opening 
up. China constantly runs current account surpluses every year. 
Therefore, all the current account surpluses over the past two 
decades put China in a very strong international investment 
position as creditor. China remains a creditor. When we talk 
about capital outflow, we talk about private sector capital 
outflow. We do not refer to the whole country. What we have 
seen is the public sector, the central bank of China, selling 
reserves to support the currency and to accommodate outflow 
from the private sector. While the central bank reduces its 
holding of foreign assets, the private sector increases its holding 
of foreign assets. As a result, China is still the same international 
creditor as it always has been. However, the selling of renminbi 
to demand dollars to buy foreign assets by the private sector is 
what caused the net private sector capital outflow and that is 
what drives the exchange rate and the financial market. Yes, the 
near-term impact of net private capital outflow is unsettling for 
the currency and the market but the total picture is that China 
is still in possession of the huge accommodated surpluses it 
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has accommodated in the past 2-3 decades. It is still the largest 
international creditor nation. 

What is your view on the prospect of the Chinese 
economy considering all these structural problems you 

have presented to us? IMF’s forecast for the Chinese growth was 
6.3% for this year. I’m sure it will revise down shortly. 

 How do you assess the causes and benefits of negative interest 
rates? 

China is going through a difficult transition. The 
Chinese leadership is aware of the need for it and what 

is required to do it. Implementation is always the key. It is not 
easy to navigate through these different conflicts in demand. 
You have a high level of debt and then you want to support the 
economy in the near term, which means you encourage more 
debt. Overall, you are indebted and make it more difficult. It 
is not easy to strike the balance to get through. The economy 
has slowly been transformed. The services sector is now getting 
to be growing and is slightly more than 50% of GDP. The 
manufacturing sector is more or less than 50% of GDP. That is 
some proof that the economy is indeed being transformed. 

However, the problem with the services sector is that while it 
offers the country a more stable growth, it is a slower growth. 
Services sector can never grow as dynamically as manufacturing. 
It also offers lower wages compared to the manufacturing sector. 
Therefore, for many emerging market countries switching 
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from manufacturing to services prematurely is a double-edged 
sword. On the one hand, at least they have something instead 
of nothing in terms of fueling up when the export demand is 
slowing. On the other hand, switching to services means slower 
growth, low wages, and low productivity. The mature economies 
got to the point where they have high capacity and need to move 
to services, which is right. But that is why they have low growth. 
For emerging market countries to imitate the same responses and 
development of mature economies is to condemn themselves 
prematurely with low growth, which will make difficult for them 
to continue to modernize and develop the economy which they 
still need to do. That is a long way to say that the slowdown is 
coming. 

The number I look at is not the real GDP growth but the 
nominal GDP growth where the deceleration is very striking. 
Back in 2011 the nominal GDP growth was almost 15% 
percent but last year it was 5.7%. Last year the nominal growth 
is lower than the real GDP growth because China has a negative 
GDP deflator. In the environment of negative inflation, 
deflation pressure, low inflation, at least to me, the nominal 
growth is something that people should focus on, not just the 
real numbers. If you look at that, it really continues to be under 
pressure. Industrial production is about 6% but Producer Price 
Index (PPI) continued to be -5.3% for seven months in a row. 
In nominal terms, industrial production of China is close to 
zero. That explains the significant impact of the slowdown on 
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demand of exports from emerging market countries, not the 
slowdown in GDP growth. Because 6.9% is still very strong for 
a big economy like China. Many countries would have been 
keen to get 6%. But the deceleration in nominal growth explains 
the impact on the rest of the world.

 Regarding negative interest rates, I personally think that it is 
not a good thing to do. It will get into all kinds of big problems 
at the basics. The end of it is the social contract between citizens 
and the government. Why should citizens want to have their 
money being kind of confiscated and taxed by negative interest 
rates? Why should they not just go ahead and organize payment 
system among themselves by using bitcoins and block chain and 
avoid negative interest rates by central banks? I think central 
banks moving into negative interest rates in addition to the 
“perceived” zero rate that they have conducted in the past 8 
years is tantamount to that  we are running into big political and 
social resistance. Even their legitimacy can be put in question. 
I think it is a very dangerous area for central banks to go into. 
Also, it is not that effective. Again, it depends on how you define 
the challenge. If you think the challenge is excess capacity and a 
lack of demand, then negative rates do not induce people to go 
and invest more. Because if you have excess capacity, you invest 
more and you create more excess capacity. That does not solve 
the problem. Therefore, monetary expansion at this point is like 
pushing on a string like John Maynard Keynes said. Therefore, it 
needs to be supplemented by other policies such as fiscal policy 
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and also structure reform policy which is more difficult to do. 
Thus, negative rate is uncharted waters and very dangerous. I 
think that central banks should really pause and carefully think 
before they do more of these things. 


