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The Divergences of East and West in Economic Recovery as well as
American and European Financial Markets: the Tendency Analysis of

International Economy and Finance in 2011 and Forecast in 2012

Executive Summary

There were five traits of global economic recovery and international financial markets in
2011. Firstly, the growth rate of global economy was slowing down while the inflation rate
kept rising, leading to a heightening risk of stagflation. Secondly, macroeconomic policies of
the developed and emerging economies were undergoing divergent paths. Thirdly, sovereign
debt problems in Europe and America have been evolved into the largest risk of the world
economy. Fourthly, the instability of capital flows has been intensifying. Fifthly, the
international financial markets have been experiencing huge shocks.

In 2012, there will be the following three kinds of trends concerning global economy
and finance. The speed of recovery will remain sluggish while the inflation rate is expected
to decline. Monetary policies will be apt to much looser to stimulate economic recovery. The
funds in the markets will remain dominated by risk aversion in the first half of 2012, but the
risk appetite will be improved in the second half. However, the global economy and financial
markets will be confronted with three types of risk: europe debt crisis, excessive fiscal
tightening in the short term, as well as political risks and geopolitical tensions. There will
also be four trends in the international financial markets in 2012. The dollar is more likely to
appreciate. The global stock markets are expected to be out of bear markets, but the US will
be stronger than Europe. The international gold price will rise after restrain while the oil
price will fluctuate violently with the probability of a sharp rise.

The influences of the global economic and financial environments on China are mainly
reflected in the trade, investment and finance in 2011. In general, although the trading
channels have been affected significantly, the opportunities and risks coexist in the investing

channels and the impacts on the financial channels remain limited and manageable.
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