
Global economy watch – February 2013

Navigating through US fiscal uncertainty

economics.pwc.com

At a glance

• 2013 began with positive news of a last minute agreement to avert the US fiscal cliff.
But this is only a stop gap. In the next few months, several key pieces of fiscal
legislation will have to be agreed and voted on.

• The most important of these is to extend the US debt ceiling. Figure 1 below shows
that the debt ceiling has in fact already been reached, although the deadline is being
pushed back to mid
for months to come, which will represent a continued drag on the US recovery.
Growth is likely to remain stuck at around only 2

• Businesses in the UK, however, should be more worried about recent developments
at home and in the rest of Europe. Fourth quarter GDP fell by an unexpectedly large
0.3%. Underlying growth may still have been modestly positive excluding special
factors relating to North Sea oil outages and the reversal of the Olympics boost in Q3,
but the economy clearly remains fragile and we have revised down our 2013 growth
projection to 1.1%, similar to the latest International Monetary Fund (IMF) forecast

Key messages:

1. Fiscal policy uncertainties will
continue to overhang the US
recovery despite a delay to mid-
May in the debt ceiling
deadline.

2. European problems continue,
following contractions of the
UK and German economies in
the last quarter of 2012.

3. Cyprus is providing the latest
test to Eurozone policymakers
on how to break the potentially
vicious circle between banking projection to 1.1%, similar to the latest International Monetary Fund (IMF) forecast

of 1.0%.

• The announcement of a possible referendum on UK membership of the EU in 2017
could also create unwelcome uncertainty, particularly for overseas investors in the
UK.

• Across the channel, the surprising contraction in the German economy for the last
quarter of 2012 (see Figure 2) presages more disappointing Eurozone growth data
when Q4 figures are released in mid

• Germany relies heavily on its export
the outlook for its key overseas markets is mixed with China still growing strongly,
but the French market stagnating and the Italian and Spanish economies contracting.

• Cyprus is the latest potential flashpoint in the evolving Eurozone crisis. Finding a
resolution to the debt crisis there will test the commitment of Eurozone policy
makers to break the “vicious cycle between banks and sovereigns”.

• European policymakers face a dilemma. Lending directly to the state would ensure
that the Cypriot government remains responsible for rescuing its banking system, but
it would also put Cypriot government finances under considerable stress.

• Alternatively, lending directly to the banking system would risk raising questions on
the appropriateness of the existing mechanisms in place for the economies of Spain
and Ireland. The Cyprus situation should therefore be monitored carefully due to
both contagion risk and the precedents its resolution may set.

vicious circle between banking
sector and sovereign debt
problems

Charts of the month

Figure 1 – The US government hit its previous debt ceiling at
the end of last year before the Federal Government adopted
extra ordinary measures
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Navigating through US fiscal uncertainty

At a glance

2013 began with positive news of a last minute agreement to avert the US fiscal cliff.
But this is only a stop gap. In the next few months, several key pieces of fiscal
legislation will have to be agreed and voted on.

The most important of these is to extend the US debt ceiling. Figure 1 below shows
that the debt ceiling has in fact already been reached, although the deadline is being
pushed back to mid-May. But there are likely to be continued fiscal skirmishes on this
for months to come, which will represent a continued drag on the US recovery.
Growth is likely to remain stuck at around only 2-2.5% this year, similar to 2012.

Businesses in the UK, however, should be more worried about recent developments
at home and in the rest of Europe. Fourth quarter GDP fell by an unexpectedly large
0.3%. Underlying growth may still have been modestly positive excluding special
factors relating to North Sea oil outages and the reversal of the Olympics boost in Q3,
but the economy clearly remains fragile and we have revised down our 2013 growth
projection to 1.1%, similar to the latest International Monetary Fund (IMF) forecastprojection to 1.1%, similar to the latest International Monetary Fund (IMF) forecast

The announcement of a possible referendum on UK membership of the EU in 2017
could also create unwelcome uncertainty, particularly for overseas investors in the

Across the channel, the surprising contraction in the German economy for the last
quarter of 2012 (see Figure 2) presages more disappointing Eurozone growth data
when Q4 figures are released in mid-February.

Germany relies heavily on its export-oriented manufacturing sector for growth. But
the outlook for its key overseas markets is mixed with China still growing strongly,
but the French market stagnating and the Italian and Spanish economies contracting.

Cyprus is the latest potential flashpoint in the evolving Eurozone crisis. Finding a
resolution to the debt crisis there will test the commitment of Eurozone policy
makers to break the “vicious cycle between banks and sovereigns”.

European policymakers face a dilemma. Lending directly to the state would ensure
that the Cypriot government remains responsible for rescuing its banking system, but
it would also put Cypriot government finances under considerable stress.

Alternatively, lending directly to the banking system would risk raising questions on
the appropriateness of the existing mechanisms in place for the economies of Spain
and Ireland. The Cyprus situation should therefore be monitored carefully due to
both contagion risk and the precedents its resolution may set.

Figure 2 – A surprising contraction in the German economy
in the last quarter of 2012, suggests more bad news for the
Eurozone

The US government hit its previous debt ceiling at
the end of last year before the Federal Government adopted
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Visit our blog for periodic updates at:
pwc.blogs.com/economics_in_business

Eurozone Q4 data will be released on 14/02



Figure 3 – Uncertainty over future fiscal policy
is brewing....
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Putting together the pieces of the US fiscal puzzle

2013 began with positive news of a last minute agreement to avert the US fiscal cliff. But
there are more negotiations and deadlines coming up in the next few months which are
summarised in Table 1. Figure 3 shows that uncertainty remains high, placing unwelcome
stress and uncertainty on US businesses.

Deadline

March 1

March 27

May 19

Source: Scott Baker, Nicholas Bloom and Steven J. Davis at

Table 1– Pending US fiscal legislation

But what was actually agreed on January 1st? The key elements of the American
Taxpayer Relief Act signed into law on January 2nd are summarised as follows:

• extending business tax breaks, including those for R&D and investment, through the
end of 2013;

• extension of the Bush era tax cuts for individuals and families earning less than
$400k and $450k respectively but with higher marginal tax rates for those earning
over those thresholds; and

• an increased tax rate on capital gains and qualified dividends to 20% for upper
income taxpayers.

The latest deal was, on balance, positive for businesses

Businesses will feel the impact of the measures both directly on their tax bill, and
indirectly through changes in the
extension of tax breaks on equipment and machinery to support investment growth
which will boost productivity and competitiveness. Most importantly, the extension of
the 2001-03 tax cuts prevents a significant increase in taxes for most households, which
would have had a significant impact on domestic consumption.

On the other hand, we expect some businesses to face headwinds as the expiration of the
employee payroll tax relief (rates returned to 6.2% in 2013) will reduce consumer
spending growth and so have a knock on impact on corporate revenues. The same is
true of increased marginal tax rates for higher earners (although some of this may be
absorbed in lower savings rates rather than reduced spending). The overall fiscal
tightening will act as a drag on US growth this year which is unlikely to rise much
above 2% in our main scenario.

Source: Scott Baker, Nicholas Bloom and Steven J. Davis at
www.PolicyUncertainty.com. Index based on US newspaper archives. The
primary measure for the index is the number of articles with terms that
relate to the economy, policy or legislation related to regulation, deficits, the
Congress, the Federal Reserve and the White House.

Figure 4 – ...and businesses are less worried about
revenue growth and more worried about taxes
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Figure 5 – Small, inward oriented British companies are
less exposed to the US debt ceiling negotiations
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Source: National Federation of Independent Business

Our latest CEO Survey shows that 89% of CEOs based in North America are concerned
with their government’s response to its fiscal problems. For smaller entities, a recent
survey from the National Federation of Independent Business in the US (see Figure 4)
suggests uncertainty over tax (and fiscal policy broadly) is worrying small businesses
the most.

UK equities are less prone to the US debt ceiling negotiations than
other markets

Figure 5 shows that in the run up to past US debt ceiling negotiations, equity markets
tend to see negative returns; on average, the S&P 500 loses 2.3% of its value. There are
also smaller negative effects on UK equity returns, although our analysis shows that
smaller British businesses are less prone to uncertainty in the US. This is in contrast to
their larger and more international counterparts in the FTSE 350 and FTSE 100.

Businesses in the emerging world are also susceptible to swings in the mood of the US
economy, as they have relatively underdeveloped domestic markets and are
subsequently more reliant on external demand, particularly exports to the US market.
So continued sluggish growth in the US will encourage China and other emerging
markets to focus more on domestic demand as a driver of growth in 2013.
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Source: Thomson Datastream, PwC analysis

We deduced the impact of the US debt negotiations on financial markets by
calculating the average returns over the last four debt ceiling negotiations.

Putting together the pieces of the US fiscal puzzle

2013 began with positive news of a last minute agreement to avert the US fiscal cliff. But
there are more negotiations and deadlines coming up in the next few months which are
summarised in Table 1. Figure 3 shows that uncertainty remains high, placing unwelcome
stress and uncertainty on US businesses.

Measure Impact

Automatic spending
cuts (‘sequestration’)

$ 100 bn spending cuts (equivalent to
0.7% of GDP) will be a drag on growth

Temporary government
spending authority
expires

Left unresolved, it could lead to a US
Federal shutdown which makes up 7.8%
of GDP

US government debt
ceiling

Left unresolved, it could lead to a US
Federal Government default and serious

Pending US fiscal legislation

ceiling Federal Government default and serious
disruption in global financial markets.

But what was actually agreed on January 1st? The key elements of the American
Taxpayer Relief Act signed into law on January 2nd are summarised as follows:

extending business tax breaks, including those for R&D and investment, through the
end of 2013;

extension of the Bush era tax cuts for individuals and families earning less than
$400k and $450k respectively but with higher marginal tax rates for those earning
over those thresholds; and

an increased tax rate on capital gains and qualified dividends to 20% for upper
income taxpayers.

The latest deal was, on balance, positive for businesses

Businesses will feel the impact of the measures both directly on their tax bill, and
indirectly through changes in the macroeconomy. On the positive side, we expect the
extension of tax breaks on equipment and machinery to support investment growth
which will boost productivity and competitiveness. Most importantly, the extension of

03 tax cuts prevents a significant increase in taxes for most households, which
would have had a significant impact on domestic consumption.

On the other hand, we expect some businesses to face headwinds as the expiration of the
employee payroll tax relief (rates returned to 6.2% in 2013) will reduce consumer
spending growth and so have a knock on impact on corporate revenues. The same is
true of increased marginal tax rates for higher earners (although some of this may be
absorbed in lower savings rates rather than reduced spending). The overall fiscal
tightening will act as a drag on US growth this year which is unlikely to rise much
above 2% in our main scenario.

Our latest CEO Survey shows that 89% of CEOs based in North America are concerned
with their government’s response to its fiscal problems. For smaller entities, a recent
survey from the National Federation of Independent Business in the US (see Figure 4)
suggests uncertainty over tax (and fiscal policy broadly) is worrying small businesses

UK equities are less prone to the US debt ceiling negotiations than
markets

Figure 5 shows that in the run up to past US debt ceiling negotiations, equity markets
tend to see negative returns; on average, the S&P 500 loses 2.3% of its value. There are
also smaller negative effects on UK equity returns, although our analysis shows that
smaller British businesses are less prone to uncertainty in the US. This is in contrast to
their larger and more international counterparts in the FTSE 350 and FTSE 100.

Businesses in the emerging world are also susceptible to swings in the mood of the US
economy, as they have relatively underdeveloped domestic markets and are
subsequently more reliant on external demand, particularly exports to the US market.
So continued sluggish growth in the US will encourage China and other emerging
markets to focus more on domestic demand as a driver of growth in 2013.



The powerhouse of the Eurozone has slowed down

In the Eurozone, the immediate financial crisis seems to have calmed down for now (Cyprus
excepted as discussed further below), but the real economy remains weak. In particular, the latest
preliminary data points to a 0.5% quarter
what is the outlook for Germany in 2013? (The UK also suffered a fall in GDP in Q4 causing us to
revise down our growth projection for 2013 to 1.1%, but we will defer more detailed analysis of this
until our next UK Economic Outlook report on 12th March).

The German economy is significantly more reliant on external demand compared to other large
European economies. In fact, exports make up half of German GDP, as compared to just over 30%
in the UK. For businesses in Germany, economic developments abroad matter.

Outlook for top German export markets is mixed

Figure 6 summarises the outlook for Germany’s top export markets. Economies like China and the
US are projected to grow at respectable rates in real terms. But other key markets like France and
Italy have a bleaker outlook as they continue consolidating their public and private balance sheets.
German businesses that manage to re
least affected by the slowdown. But nurturing business relationships across new and less traditional
markets takes time. At the same time, a stronger Euro could make German exports less competitive
on international markets.

On the domestic front the sources of growth seem limited. The German government has imposed a
‘debt break’ and aims to have a balanced budget by 2016. In the face of Germany posting a small
government budget surplus in 2012, there could be some scope for relaxing this policy. But even if
this change is adopted before the autumn elections, it is more likely to have a positive impact on
medium-term, rather than short

Figure 6 – The outlook in the top German export
markets is mixed

Projected 2013
real GDP
growth rate (%)

Exports as a % of
total German
exports
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The Cyprus bailout

In June last year European policymakers affirmed ‘...that it is imperative to break the vicious cycle
between banks and sovereigns’. The bailout of Cyprus will be the next test of this commitment.
Although Cyprus itself is a very small economy, it needs to be watched carefully both due to
contagion risks and because its treatment could set a precedent for how other, larger crisis
countries are dealt with in future.

To put the problem into context, Cyprus has had a historically well
with most financial hubs, the banking sector in Cyprus is relatively large with total assets making up
over seven times its GDP (more than the UK, although slightly less than Ireland and much lower
than Luxembourg). In the aftermath of the Greek debt restructuring in March last year, some of its
major banks suffered heavy losses on their Greek bond holdings, which triggered the crisis in
Cyprus. Following this, the Cypriot government requested official assistance in June from the IMF.
The authorities have not yet reached an agreement with the ‘Troika’ of lenders and are expecting
the final results of an independent review of the banks’ capital requirements in early February.
Preliminary estimates on the size of the bailout package range around the
around two thirds of this intended for the country’s banking sector and the rest earmarked for the
government.

The return of the sovereign banking loop?

Has the link between banks and the sovereign been broken? Not in the case of Cyprus. In the
absence of direct capital injections from the European Stability Mechanism (ESM) or an agreement
with the Troika, both the banks and the sovereign have been under considerable stress for the past
few months.

Figure 7 shows that commercial banks in Cyprus are funding their operations from temporary
emergency liquidity provided indirectly by the European Central Bank (ECB) which amounts to
around half the country’s annual output. The government meanwhile is effectively shut out of
international markets and is funding its operations via short
organisations.

PwC & IMF WEOGerman Federal
Statistical Office

Sources: PwC & IMF WEO

Figure 7 – Cypriot banks are reliant on emergency
assistance from the ECB

Figure 8 – Industrial confidence in Cyprus has been
declining rapidly
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In billion euros (LHS) % of Cyprus GDP (RHS)

organisations.

There are two main scenarios developing for Cyprus. The first one would be for the government to
take on the obligation of the entire bailout package, including that for the banking sector. But given
the scale of the package (which is projected to be around 100% of the country’s GDP) the
government would come under considerable stress. This could end up reinforcing the destructive
link between the banking sector and the government.

The alternative scenario would be for the government to take on less of the responsibility for
rescuing the banks. But the cost of this would be to open up questions about the existing
arrangements in place for some other crisis countries, particularly Spain and Ireland. So there is no
easy solution to the Cyprus issue.

What has been the impact on businesses in Cyprus? The two biggest challenges relate to
uncertainty and financing. The build up of risk on the island has pushed annual retail interest rates
to around 7% which is the second highest rate in the Eurozone after Greece. Figure 8 shows that
this, coupled with high rates of uncertainty, has pushed Cypriot industrial confidence to very low
levels. Businesses around the world with an interest in Europe should therefore have Cyprus on
their radar for the next few weeks or months.

So what else in the Eurozone
shows that the key economic event this month will be the release of the Eurozone GDP figures on
February 14, after which we will review our Eurozone growth projections. Finally, the two key
political events to watch out for in February are the elections in Italy and Cyprus.
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Table 2 – Key Eurozone events to watch out for

Note: Industrial confidence indicator is the difference between the
percentage of respondents giving positive and negative answers

Source: Eurostat, Directorate General for Economic and Financial
Affairs

February

7th and 8th
European Council
meeting

11th
Eurogroup meeting

14th Eurozone Q4
2012 GDP flash
estimates

*Annual bank interest rate incurred by new non-financial
corporations on their loans

The powerhouse of the Eurozone has slowed down

In the Eurozone, the immediate financial crisis seems to have calmed down for now (Cyprus
excepted as discussed further below), but the real economy remains weak. In particular, the latest
preliminary data points to a 0.5% quarter-on-quarter contraction in German output in Q4 2012. So
what is the outlook for Germany in 2013? (The UK also suffered a fall in GDP in Q4 causing us to
revise down our growth projection for 2013 to 1.1%, but we will defer more detailed analysis of this
until our next UK Economic Outlook report on 12th March).

The German economy is significantly more reliant on external demand compared to other large
European economies. In fact, exports make up half of German GDP, as compared to just over 30%
in the UK. For businesses in Germany, economic developments abroad matter.

Outlook for top German export markets is mixed

Figure 6 summarises the outlook for Germany’s top export markets. Economies like China and the
US are projected to grow at respectable rates in real terms. But other key markets like France and
Italy have a bleaker outlook as they continue consolidating their public and private balance sheets.
German businesses that manage to re-orient their revenue stream to growing markets will be the
least affected by the slowdown. But nurturing business relationships across new and less traditional
markets takes time. At the same time, a stronger Euro could make German exports less competitive
on international markets.

On the domestic front the sources of growth seem limited. The German government has imposed a
‘debt break’ and aims to have a balanced budget by 2016. In the face of Germany posting a small
government budget surplus in 2012, there could be some scope for relaxing this policy. But even if
this change is adopted before the autumn elections, it is more likely to have a positive impact on

term, rather than short-term growth.term, rather than short-term growth.

The Cyprus bailout

In June last year European policymakers affirmed ‘...that it is imperative to break the vicious cycle
between banks and sovereigns’. The bailout of Cyprus will be the next test of this commitment.
Although Cyprus itself is a very small economy, it needs to be watched carefully both due to
contagion risks and because its treatment could set a precedent for how other, larger crisis
countries are dealt with in future.

To put the problem into context, Cyprus has had a historically well-funded banking system. But as
with most financial hubs, the banking sector in Cyprus is relatively large with total assets making up
over seven times its GDP (more than the UK, although slightly less than Ireland and much lower
than Luxembourg). In the aftermath of the Greek debt restructuring in March last year, some of its
major banks suffered heavy losses on their Greek bond holdings, which triggered the crisis in

Following this, the Cypriot government requested official assistance in June from the IMF.
The authorities have not yet reached an agreement with the ‘Troika’ of lenders and are expecting
the final results of an independent review of the banks’ capital requirements in early February.
Preliminary estimates on the size of the bailout package range around the €15-17 billion mark with
around two thirds of this intended for the country’s banking sector and the rest earmarked for the

The return of the sovereign banking loop?

Has the link between banks and the sovereign been broken? Not in the case of Cyprus. In the
absence of direct capital injections from the European Stability Mechanism (ESM) or an agreement
with the Troika, both the banks and the sovereign have been under considerable stress for the past

Figure 7 shows that commercial banks in Cyprus are funding their operations from temporary
emergency liquidity provided indirectly by the European Central Bank (ECB) which amounts to
around half the country’s annual output. The government meanwhile is effectively shut out of
international markets and is funding its operations via short-term lending from semi-governmental

There are two main scenarios developing for Cyprus. The first one would be for the government to
take on the obligation of the entire bailout package, including that for the banking sector. But given
the scale of the package (which is projected to be around 100% of the country’s GDP) the
government would come under considerable stress. This could end up reinforcing the destructive
link between the banking sector and the government.

The alternative scenario would be for the government to take on less of the responsibility for
rescuing the banks. But the cost of this would be to open up questions about the existing
arrangements in place for some other crisis countries, particularly Spain and Ireland. So there is no
easy solution to the Cyprus issue.

What has been the impact on businesses in Cyprus? The two biggest challenges relate to
uncertainty and financing. The build up of risk on the island has pushed annual retail interest rates
to around 7% which is the second highest rate in the Eurozone after Greece. Figure 8 shows that
this, coupled with high rates of uncertainty, has pushed Cypriot industrial confidence to very low
levels. Businesses around the world with an interest in Europe should therefore have Cyprus on
their radar for the next few weeks or months.

Eurozone should concern businesses in the next few weeks? The table below
shows that the key economic event this month will be the release of the Eurozone GDP figures on
February 14, after which we will review our Eurozone growth projections. Finally, the two key
political events to watch out for in February are the elections in Italy and Cyprus.

Autumn

17th and 24th Cyprus
presidential elections

24th Italian general
elections

German Federal
elections



Projections

P P P * MER* 2011 2012p 2013p

Global (market exchange rates) 3.1 2.5 2.6

Global (PPP rates) 3.9 3.1 3.3

United States 19.1% 21.7 % 1.8 2.2 2.2

China 14.3% 10.5% 9.2 7 .7 7 .8

Japan 5.6% 8.4% -0.5 1.8 0.8

United Kingdom 2.9% 3.5% 0.9 0.0 1 .1

Eurozone 14.2% 18.8% 1.4 -0.6 0.0

France 2.8% 4.0% 1.7 0.1 0.4

Germany 3.9% 5.1% 3.1 1 .0 0.7

Greece 0.4% 0.4% -6.8 -6.5 -4.2

Ireland 0.2% 0.3% 1.4 0.2 1 .3

Italy 2.3% 3.2% 0.6 -2.3 -1 .1

Netherlands 0.9% 1.2% 1.1 -0.9 0.0

Portugal 0.3% 0.3% -1 .7 -3.0 -2.0

Spain 1.8% 2.1% 0.4 -1 .5 -1 .1

Poland 1.0% 0.7 % 4.3 2.4 1 .9

Russia 3.0% 2.7 % 4.4 3.4 3.8

Turkey 1.4% 1.1% 8.5 3.3 3.9

Real GDP growthShare of world GDP

Interest rate outlook of major economies

Current state (Last change)

Federal Reserve 0-0.25% (Dec 2008)

European Central Bank 0.75% (July 2012)

Bank of England 0.5% (March 2009)

Richard Boxshall

T: +44 (0) 20 7213 2079
E: richard.boxshall@uk.pwc.com

2013 started off with a positive note as global consumption recorded strong
growth. For additional commentary please visit:
pwc.co.uk/globalconsumerindex

PwC Global Consumer Index

Sources: PwC analysis, National statistical authorities, Thomson Datastream and IMF. All inflation
Note that the tables above form our main scenario projections and are therefore subject to considerable
particularly for the Eurozone. Note that PPP refers to Purchasing Power Parity and MER refers to

Turkey 1.4% 1.1% 8.5 3.3 3.9

Australia 1.2% 2.1% 2.4 3.3 2.6

India 5.7 % 2.4% 7 .5 5.3 6.0

Indonesia 1.4% 1.2% 6.5 6.1 6.3

South Korea 2.0% 1.6% 3.6 2.2 2.9

Argentina 0.9% 0.6% 8.9 1.9 3.0

Brazil 2.9% 3.6% 2.7 1.5 3.6

Canada 1.8% 2.5% 2.6 2.0 1 .9

Mexico 2.1% 1.7 % 3.9 3.5 3.6

South Africa 0.7 % 0.6% 3.1 2.3 3.3

Saudi Arabia 0.9% 0.8% 7 .1 5.8 4.0
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Consumer spending is the biggest component of the global economy and a key driver of future growth. But it
can be hard to make sense of the consumer cycle. To help, we have compiled key leading indicators of consumer
spending into a single global index
looking, providing an indication of future consumer demand for goods and services and an early steer on
short-term growth prospects.
Note: Growth refers to the year
rate. Source:
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2014p 2015-9p 2011 2012p 2013p 2014p 2015-9p

3.2 3.1 5.3 4.7 4.9 5.0 4.6

3.8 3.7

2.8 2.4 3.1 2.1 2.1 2.2 1 .9

8.0 7 .0 5.4 2.7 3.4 3.2 3.4

1 .1 1.0 -0.3 -0.0 -0.2 1 .5 1 .0

2.1 2.4 4.5 2.8 2.5 2.1 2.0

1 .0 1.5 2.6 2.4 2.1 1 .5 1 .9

0.9 1.6 2.3 2.2 1.4 1.0 2.0

1 .4 1.5 2.5 2.1 1.9 2.1 2.0

-1 .0 2.5 3.1 1 .0 -0.3 -0.5 1 .0

1 .6 2.7 1 .2 1 .9 0.7 1 .1 1 .7

0.6 0.8 2.9 3.3 3.3 1 .3 1 .7

1 .4 1.6 2.5 2.8 2.3 1 .5 2.1

1 .3 1.8 3.6 2.8 0.9 1 .3 1 .5

0.4 2.0 3.1 2.4 2.6 1 .8 1 .9

2.6 3.9 4.2 3.8 2.9 3.1 2.5

4.1 3.8 8.5 5.1 5.7 6.1 5.6

3.9 5.3 6.5 8.9 7 .1 5.5 4.8

Real GDP growth Inflation

Expectation Next meeting

On hold to 2015 March 19 and 20

Cut expected in 2013 February 7

On hold to end of 2013 February 7

2013 started off with a positive note as global consumption recorded strong
growth. For additional commentary please visit:
pwc.co.uk/globalconsumerindex for more details.

PwC Global Consumer Index – January 2013

inflation indicators relate to the CPI, with the exception of the Indian indicator which refers to the WPI.
considerable uncertainties. We recommend our clients look at a range of alternative scenarios,

to market exchange rates.
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3.1 3.8 4.0 2.2 2.4 2.7 2.9

2.5 3.3 9.8 10.0 11.0 11 .1 9.7

4.1 4.0 6.6 5.4 5.7 5.8 4.8

2.4 2.2 2.9 1 .6 1.8 2.0 2.1

4.0 3.6 3.4 4.1 3.6 3.5 3.6

4.0 3.8 3.1 5.2 5.4 5.2 4.8

3.9 4.3 5.0 5.2 4.7 4.2 4.0
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Growth

Consumer spending is the biggest component of the global economy and a key driver of future growth. But it
can be hard to make sense of the consumer cycle. To help, we have compiled key leading indicators of consumer
spending into a single global index - the PwC Global Consumer Index (GCI). The index is timely and forward-
looking, providing an indication of future consumer demand for goods and services and an early steer on

term growth prospects.
Growth refers to the year-on-year change. Momentum is calculated as the 3 month annualised growth

Source: PwC Analysis

Long-term trend
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