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Brief Summary

Global growth remains subdued amid complex market conditions and policy uncertainty,
resulting from US China trade tariffs, lower investments, dwindling consumer demand and
sluggish global trade. Global GDP is forecasted to growth at 3.2% in 2019, picking up to 3.5%
in 2020 as per World Economic Outlook by IMF.

The major economies have recorded a downward trend in their quarterly GDP growth. While
the GDP growth of US, Eurozone and Japan recorded a decline in 2™ quarter of 2019, GDP
contracted in economies like UK, Germany and Russia. The GDP growth in the US reflects
downward revisions to state and local government spending, exports, private inventory
investment, and residential investment. In the Euro area, household consumption and fixed
investment supported the GDP expansion while net trade contributed negatively to growth
and change in inventories was negligible.

Economic health of manufacturing sector, as implied by manufacturing PMI, showed a mixed
trend in major economies in August 2019. Manufacturing PMI of Eurozone, France and Spain
increased, while manufacturing PMI declined for United States, Japan and India, respectively
in August 2019. US recorded the weakest pace of expansion in the manufacturing sector since
September 2009, as new export orders fell at the quickest pace, linked to trade wars and
tariffs. Further, business confidence in the US dropped to a new series low.

Core inflation in most of the major economies has eased in August 2019 as compared to the
previous month. Inflation declined in US, Germany, Japan, Italy and South Africa, while
increased in United Kingdom (UK) and India. Inflation rate China remained flat in July 2019 as
compared to the previous month. Italy recorded the lowest inflation rate since November
2016, amid a slowdown in cost of transport. Inflation increased in UK as prices increased at a
faster pace for recreation and culture and restaurants and hotels.

On the market front, most of the key international indices exhibited a declining trend- Japan’s
NIKKEI registered a maximum dip of 3.8% as on 30th August 2019 as compared to 31st July
2019, followed by Germany’s DAX, with the decrease of 2.1%, China’s SHSZ with the decline of
1.0% and India’s SENSEX, which registered a decline of 0.4%. However, US DJIA recorded an
increase of 1.7% August 2019 over July 2019, respectively.

Trade balance in major economies in the global ecosystem recorded a mixed trend. While
trade deficit of the economies such as US and India, narrowed; China and Brazil recorded an
increase in trade surplus, while Russia’s trade surplus narrowed and trade deficit of Canada
and UK widened. Further, economies including Italy and Russia recorded increase in their
unemployment rate, while unemployment rate for economies such as UK and Japan recorded
a decline in July 2019 as compared to previous month.

Going forward, fiscal policies of the advanced and emerging economies should balance
multiple objectives including smoothing demand, protecting the vulnerable, bolstering
growth potential with spending that supports structural reforms, and ensuring
sustainable public finances over the medium term.
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World Economy: Key Monetary and Fiscal Indicators

GDP GDP Government
Country  Billion Growth | Debt as % of

Interest  Inflation | Unemployment | Current = Government

(USS) (YoY) GDP Rate Rate Rate Account Budget

Dec'18 Jun'19 Dec '18 Aug'19 Jul’19 Aug’18 ‘ Dec '18 ‘ Dec '18

g{‘;gg 20,494 | 2.0% 105.4%° 2.25% 1.7%° 3.7% ()2.4% (1)3.8%
Canada | 1,709 | 0.9% 90.6% 1.75%’ 2.0% 5.7% ()3%° (1)0.9%°
Japan 4970 | 0.3% 253%° -0.10% 0.5% 2.20%° 4.02%° (1)4.5%°

Euro Area
K?nrg;i‘:n 2,825 | ()0.2% 84.7% 0.75% 2.1% 3.8%° (-)3.9% (-)2.0%
Germany | 3,996 | (-)0.1% 60.9% 0.00%" | 1.4%° 3.0%° 7.3% 1.7%
France 2,777 | 0.3% 98.4% 0.00%" | 1.0%° 8.5%" (-)0.3% (-)2.5%
European PIIGS

Portugal 237 0.5% 121.5% 0.00%" | (-)0.1%° 6.3%" (-)0.6% (-)0.5%

Ireland 375 2.4% 64.8% 0.00%" | 0.7%" 5.2% 9.1% 0.0%
Italy 2,073 | 0.0% 132.2% 0.00%" | 0.5%° 9.9%° 2.5% ()2.1%
Greece 218 0.8% 181.1% 0.00%" | -0.2%° 17.0%° (1)2.9% 1.10%
Spain 1,426 | 0.5% 97.1% 0.00%" | 0.3%° 14.0%° 0.9% (-)2.5%

BRICS Countries
Brazil 1,868 | 0.4% 77.2% 6.0% 3.43%° 11.8%° ()0.77% (1)7.8%
Russia 1,657 | (-)0.4%e 13.5%° 7.0%’ 4.3%° 4.5%° 2.2%° ()2.7%
India 2,726 | 1.0% 68.7%° 5.4% 3.21%"° 6.0%~ ()2.3% ()3.4%
China | 13,608 | 1.6% 47.6%° 4.25% | 2.8%° 3.61%° 0.4% ()4.2%
i‘#ﬁg 366 3.1% 53.1%° 6.50% 4.0% 29.0% ()2.5%° (-)4.6%
ASEAN Economies

Indonesia | 1042 | 4.2% 29.8% 5.5% 3.49% 5.01% (-1)3.0% ()1.76%
Thailand | 504 0.6% 41.8%° 1.5% 0.52% 1.1% 7.5% (-)2.5%
Singapore | 364 -3.3% 110.6%” 1.74% | 0.40% 2.2%" 19.5%° 0.40%
Malaysia | 354 1.0% 51.8% 3.0%’ 1.4% 3.3%° 2.3% ()3.7%
Philippines | 330 1.4% 41.9% 4.25% 1.7%° 5.4%’ ()2.4% (1)3.0%

Source: PHD Research Bureau, compiled from various sources. Note: * pertains to September 2018, data pertains to February 2019, “Data
pertains to December 2018; ®data pertains to March 2019; ®@ data pertains to January 2019; * data pertains to April 2019; > data pertains to
2018; ® data pertains to December 2017; * data pertains to May 2019; ° data pertains to June 2019; ® data pertains to July 2019; ’ data
pertains to September 2019; ® data pertains to August 2019.
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1. Growth

The major economies have recorded a downward trend in their GDP growth as per the latest data.
GDP growth of US, Eurozone and Japan was recorded at 2%, 0.2%, 0.3% in 2Q 2019 as compared to
3.1%, 0.4% and 0.6% in 1Q 2019 respectively. Further, GDP contracted in economies like UK,
Germany and Russia at rate of 0.2%, 0.1% and 0.4% (1Q 2019) in 2Q 2019 respectively. On the
other hand, China recorded an increase in QoQ GDP growth rate. The country’s GDP growth rate
increased to 1.6% in 2Q 2019, as compared to 1.3% in 1Q 2019.

GDP Growth Rates (in %)
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Source: PHD Research Bureau, PHDCCI compiled from various sources

Easing growth momentum in the OECD area- Composite leading indicators (CLIs), designed to
anticipate turning points in economic activity relative to trend six to nine months ahead, point to
easing growth momentum in the OECD area as a whole.

Composite Leading Indicators

Ratio to trend, amplitude Month on Month change Year on
adjusted Year
change
(long term average =100) (%) (%) Growth cycle outlook
2019 2019 Latest
month
Mar Apr May Jun Jul |Mar Apr May Jun Jul
OECD Area 99.3 9.2 9.2 9.1 990 |-0.08 -0.06 -007 -007 -0.07 -1.24 Stable growth momentum
Euro Area 99.5 93 9.2 99.1 99.0 0.12 -0.12 -012 -012 -0.12 -1.45 Easing growth momentum
Major Five Asia** | 992 992 9.1 9.1 991 |-001 -001 -0.001 -001 0.00 -0.58 Stable growth momentum
Major Seven 99.4 9.2 9.1 99.0 98.9 012 -0.12 -0.12 -0.13 -0.14 -1.61 Easing growth momentum
Canada 99.1 9.1 9.0 98.9 98.9 006 -0.05 -0.05 -006 -0.10 -1.39 Stable growth momentum
France 99.3 9.2 9.2 99.2 992 |-003 -003 -002 -0.01 001 -0.83 Stable growth momentum
Japan 99.6 9.5 9.4 9.3 993 |-0.10 -009 -009 -0.10 -0.08 -0.95 Stabilising growth momentum
Germany 99.5 93 9.1 988 986 |-023 02 022 -023 -0.23 -2.18 Easing growth momentum
Italy 99.4 93 9.2 99.2 99.1 0.12 009 -007 -0.06 -0.04 -1.26 Stabilising growth momentum
United Kingdom 98.8 98.8 98.9 989 989 |00t 003 004 003 001 -1.06 Stable growth momentum
United States 99.3 9.2 9.0 98.9 98.7 0.1 -0.15 -0.16 -0.17 -0.20 -1.93 Easing growth momentum
Brazil 1022 1023 1022 1022 1022 | 005 0.01 -0.00 -0.02 -0.06 0.27 Stable growth momentum
China*** 98.6 98.6 98.7 987 988 | 003 004 005 007 0.08 -0.53 Stable growth momentum
India 100.2 100.1 1000 999 998 |00 -0.10 -0.10 -0.11 -0.12 -0.88 Sigrs of easing growth momentum
Russia 99.8 9.8 9.8 99.7 996 | 000 000 -0.03 -008 -0.12 -1.23 Stable growth momentum

Source: PHD Research Bureau, PHDCCI compiled from OECD; ** China, India, Indonesia, Japan and Korea; *** The reference series for China is
the value added of industry, at 1995 constant prices, 100 million Yuan.
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2. Industry

Economic health of manufacturing sector, as implied by manufacturing PMI, showed a mixed trend
in major economies in August 2019. Manufacturing PMI of Eurozone, France and Spain increased
to 47.0, 51.1 and 48.8, respectively, while manufacturing PMI declined to 50.3, 49.3 and 51.4 for
United States, Japan and India, respectively in August 2019.

Manufacturing Purchasing Managers’ Index (PMI) of Select Countries

comuy | Mash | gort | Max || s | AR | charer
United States 52.5 52.4 50.6 50.1 50.4 50.3 J
Eurozone 47.6 47.8 47.7 47.8 46.5 47.0 Mt
France 49.8 49.6 50.6 52.0 49.7 51.1 Mt
Spain 50.9 51.8 50.1 47.9 48.2 48.8 Mt
Japan 49.2 49.5 49.6 49.5 49.4 49.3 J
India 52.6 51.8 52.7 52.1 52.5 51.4 J

Source: PHD Research Bureau, PHDCCI compiled from various sources (*change in the latest month data as compared to the
previous month)

3. Inflation

Core inflation in most of the major economies has eased in August 2019 as compared to the
previous month. Inflation declined in US, Germany, Japan, Italy and South Africa to 1.7%, 1.4%,
0.5% (July 2019), 0.5% and 4.0% (July 2019), while inflation rate increased in United Kingdom and
India to 2.1% and 3.21%. Inflation rate China remained flat at 2.8% in July 2019 as compared to the
previous month.

Inflation Rates in Major Economies (in %)
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Source: PHD Research Bureau, PHDCCI compiled from various sources

4, Markets

Most of the key international indices exhibited a declining trend- Japan’s NIKKEI registered a
maximum dip of 3.8% as on 30™ August 2019 as compared to 31% July 2019, followed by
Germany’s DAX, with the decrease of 2.1%, China’s SHSZ with the decline of 1.0% and India’s
SENSEX, which registered a decline of 0.4%. However, US DJIA recorded an increase of 1.7%
August 2019 over July 2019, respectively.

Global Indices
Index Index Index Monthly Change

(as on 31% July, 19) (as on 30" August, 19) (in%)
DAX* 12,189 11,939 214
DJIA? 26,864 26,403 1.7 1
NIKKEI® 21,521 20,704 -3.81
SENSEX* 37,481 37,332 -04 4
SHSZ® 3,835 3,799 094

Source: PHD Research Bureau, PHDCCI compiled from various sources. Note: - Deutscher Aktien Index (Germany), * Dow
Jones Industrial Average (US), * NIKKEI (Japan), * BSE SENSEX (India), *Shanghai Shenzhen (China).
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5. Commodities

International prices of the most of the key commodities showed decreasing trend- During
the period July 2019 to August 2019, the prices of crude oil recorded the maximum decrease
of 7.7% to around 58.7$/bbl, followed by prices of copper, which decreased by 4.5% to
5,710%/tonne and prices of sugar, which recorded a decrease of 3.7% to 310.2$/tonne.
However, the prices of gold recorded an increase of 5.1% to 1,499%/ounce, followed by prices
of silver, which exhibited the increase of 3.0% to the price of 17.0%/ounce.

International Commodity Prices

Commodity Units Ason Ason Monthly Change
(ason 25MJuly, | (ason 19" August, (in %)
2019) 2019)
Gold $/ounce 1,426.4 1,499.3 511
Silver $/ounce 16.5 17.0 3.0
Copper $/tonne 5,980.0 5,710.0 ()45 4
Crude Oll $/bbl 63.6 58.7 (774
Sugar $/tonne 322.2 310.2 (3.7 4

Source: PHD Research Bureau, PHDCCI compiled from various sources

6. Trade

Trade balance in major economies in the global ecosystem recorded a mixed trend. While trade

deficit of the economies such as US and India, narrowed; China and Brazil recorded an increase in

trade surplus, while Russia’s trade surplus narrowed and trade deficit of Canada and UK widened.

The US trade deficit narrowed
slightly to USD 54.0 billion in
July 2019 from a revised USD
55.5 billion in the previous
month

Russia’s trade surplus shrank
to USD 11.22 hillion in July of
2019 from USD 13.12 billion in
the corresponding month of
the previous year.

The UK trade deficit rose
slightly to GBP 0.22 billion in
July 2019 from a revised GBP
0.13 billion shortfall in the
previous month.

Brazil's trade surplus widened
to USD 3.28 bhillion in August
2019 from USD 2.77 billion in
the corresponding month of
the previous year.

China's trade surplus widened
to USD 34.83 billion in August
2019 from USD 26.30 billion in
the same month a year earlier.

India's trade deficit narrowed
to USD 13.45 billion in August
2019 from USD 17.92 billion in
the same month last year.

Canada’s trade deficit widened to CAD

1.12 billion in July 2019 from a
downwardly revised CAD 0.06 billion in
the previous month .

Green color indicates that trade deficit has narrowed or trade surplus has increased
Red color indicates that trade deficit has widened or trade surplus has reduced

Source: PHD Research Bureau compiled from various sources

PHD Research Bureau |8
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7. Unemployment

Unemployment rate in most of the major economies showed a mixed trend - Economies
including Italy and Russia recorded increase in their unemployment rate as compared to the
previous month, while unemployment rate for economies such as UK and Japan recorded a
decline. India’s unemployment rate increased to 6% in 2017-18, as compared to 5% in 2016-

17. Unemployment rate in the US remained unchanged at 3.7% in August 2019 as compared to
previous month.

Unemployment Rate of Select Countries
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Source: PHD Research Bureau, PHDCCI compiled from various sources

8. Policy Developments

Fed lowered the
target range for
the federal funds
rate to 2-2.25%.

The Hong Kong
lowered its base
rate to 2.5 percent
in August, 2019.

BoE Keeps Rates

Steady at 0.75%.

The Bank of Japan
left its key short-
term interest rate
unchanged at (-)
0.1%.

The Bank of The Reserve Bank
Canada kept its of India lowered

benchmark its benchmark

interest rate repo rate by 35
steady at 1.75% bps to 5.40%.

Source: PHD Research Bureau, compiled from various sources
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Special Feature
Analysis of World Trade Organisation’s Goods Trade Barometer

The growth of world merchandise trade volumes is likely to remain weak in the third quarter
of 2019 according to the WTO’s Goods Trade Barometer. The latest reading of 95.7 from the
barometer, formerly the World Trade Outlook Indicator (WTOI), is lower than the previous
release and signals that stronger trade growth is not yet in sight.

10

e GOOGS trade barometer

World merchandise trade volume

e T T S T S S L
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Source: PHD Research Bureau, PHDCCI compiled from WTO

The latest reading continues to fall well below the baseline value of 100 for the index of the
renamed barometer. The loss of momentum in goods trade has already been confirmed in
previous quarters where official data are available. The barometer suggests that below-trend
expansion in merchandise trade will persist in the coming months.

Sustained weakness in the barometer index was driven by below trend values in all component
indices. The international air freight (91.4) and electronic components (90.7) indices showed
the strongest deviations from trend, with readings well below previous releases. Indices for
export orders (97.5), automobile production and sales (93.5) and agricultural raw materials
(97.1) all remained below trend although they show some signs of having bottomed out. Only
the index for container shipping (99.0) was close to the baseline value of 100.

The Goods Trade Barometer provides, as the WTOI did, "real time" information on the
trajectory of world trade relative to recent trends. It aims to identify turning points and gauge
momentum in global trade growth. As such, it complements trade statistics and forecasts from
the WTO and other organizations. Readings of 100 indicate growth in line with medium-term
trends; readings greater than 100 suggest above-trend growth, while those below 100 indicate
below-trend growth.

PHD Research Bureau | 10
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Conclusions

Global growth forecasts by international institutions reflect the
weaker-than-anticipated global activity. Investment and demand for
consumer durables have been subdued as firms and households holds
back long term spending. Accordingly, global trade remains sluggish.
On the quarterly basis, the major economies have recorded a
downward trend in their GDP growth.

At the times of global economic slowdown, few sectors of the Indian
economy particularly the automobile sector have been impacted. The
growth in the GDP for the first quarter of FY2019-20 was recorded at
5.0%. However, the recent economic reforms undertaken by the
government and RBI will create a strong and resilient economic
environment in the country and rejuvenate GDP growth rate in the
coming quarters.

At this juncture, cooperative policy actions are required to place global
growth on a stronger footing, as there is a need to reduce trade and
technology tensions and there by resolve uncertainty around trade
agreements.

Going ahead, if growth weakens further, macroeconomic policies will
need to turn more accommodative, depending on country
circumstances. Priorities across all economies should be to enhance
Inclusion, strengthen resilience, and address constraints on potential
output growth.

PHD Research Bureau |11
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About Us

PHD Chamber of Commerce & Industry, a leading Industry Chamber of India, ever since its inception in 1905,
has been an active participant in the India Growth Story through its Advocacy Role for the Policy Makers and
Regulators of the Country. Regular interactions, Seminars, Conference and Conclaves allow healthy and
constructive discussions between the Government, Industry and International Agencies bringing out the
Vitals for Growth. As a true representative of the Industry with alarge membership base of 1,30,000 direct and
indirect members, PHD Chamber has forged ahead leveraging its legacy with the Industry knowledge across
sectors (58 Industry verticals being covered through Expert Committees), a deep understanding of the
Economy at large and the populace at the micro level.

At the National level, the PHD Chamber is well represented in 16 States with its own offices and MOUs with
eleven Partner Chambers in different States.

At the Global level we have been working with the Concerned Ministries, Embassies and High Commissions to
bringinthe International Best Practices and Business Opportunity.

PHD Chamber has special focus on the following thrust areas:

e Economic & Business Policy * Health

Advocacy « Education & Skill Development
* Industry * Agriculture & Agri-business
¢ Infrastructure e ICT

\ * Housing * International Trade /

“Towards an Inclusive & Prosperous India”

PHD CHAMBER OF COMMERCE AND INDUSTRY

PHD House, 4/2 Siri Institutional Area, August Kranti Marg, New Delhi- 110 016 (India)  Tel. : +91-11-2686 3801-04, 49545454, 49545400
Fax : +91-11-2685 5450 ¢ E-mail : phdcci@phdcci.in « Website : www.phdcci.in, CIN: U74899DL1951GAP001947

FOLLOW US ON ﬁ Like us on Follo N ™ Joir:us o
Connect with us: Facebook @ Instagram. You Linked E

@phdchamber @phdcci1905 @phdcci
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Disclaimer

“Global Economic Monitor (GEM)” is prepared by PHD Research Bureau. This newsletter may
not be reproduced, wholly or partly in any material form, or modified, without prior approval
from the Chamber.

It may be noted that this newsletter is for guidance and information purposes only. Though
due care has been taken to ensure accuracy of information to the best of the PHD Chamber’s
knowledge and belief, it is strongly recommended that readers should seek specific
professional advice before taking any decisions.

Please note that the PHD Chamber of Commerce and Industry does not take any responsibility
for outcome of decisions taken as a result of relying on the content of this book. PHD Chamber
of Commerce and Industry shall in no way, be liable for any direct or indirect damages that
may arise due to any act or omission on the part of the Reader or User due to any reliance
placed or guidance taken from any portion of this book.

Copyright 2019
PHD Chamber of Commerce and Industry

ALL RIGHTS RESERVED.

No part of this newsletter including the cover, shall be reproduced, stored in a retrieval
system, or transmitted by any means, electronic, mechanical, photocopying, recording or
otherwise, without the prior written permission of, and acknowledgement of the publisher
(PHD Chamber of Commerce and Industry).
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PHD Research Bureau

PHD Research Bureau; the research arm of the PHD Chamber of Commerce and Industry was
constituted in 2010 with the objective to review the economic situation and policy
developments at sub-national, national and international levels and comment on them in
order to update the members from time to time, to present suitable memoranda to the
government as and when required, to prepare State Profiles and to conduct thematic
research studies on various socio-economic and business developments.

The Research Bureau has been instrumental in forecasting various lead economic indicators
national and sub-national. Many of its research reports have been widely covered by media
and leading newspapers. The Research Bureau has undertaken various policy studies for
Government of India and State Governments.

Research Comments on Newsletters Consultancy
Activities Economic
Developments
e Research Studies | e Macro Economy e Economic e Trade & Inv.
Affairs Facilitation
Newsletter Services (TIFS)
(EAC)
e State Profiles e States e Forex and FEMA
Development Newsletter
e Impact e Infrastructure e Global Economic
Assessments Monitor (GEM)
e Thematic e Foreignexchange | e Trade & Inv.
Research Reports market Facilitation
Services (TIFS)
newsletter
e Releaseson e International e State
Economic Trade Development
Developments Monitor (SDM)

e Global Economy
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Economic Analysis of State (October 2011)

Growth Prospects of the Indian Economy, Vision
2021 (December 2011)
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(March 2012)
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2012)
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(May 2012)
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(August 2012)
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2012)
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(November 2013)

India- Africa Promise Diverse Opportunities:
Suggestions Report (November 2013)
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2012-13 (December 2013)
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Employment (March 2014)
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(July 2014)
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