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The Age of Globalization is at hand
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~ Joke in the net

m Question: What is the truest definition of

Globalization?

m Answer: Princess Diana's death.
m Question: How come?

m Answer: An English princess with an Egyptian
boyfriend crashes in a French tunnel, driving a
German car with a Dutch engine, driven by a Belgian
who was drunk on Scottish whisky, followed closely by
Italian Paparazzi on Japanese motorcycles.

m Thisis sent to you by an American, using Bill Gate's

technology, anc

you're probably readlng this on your

computer, that use Talwanese chips, and a Korean
monitor, assembled by Bangladeshi workers in a

Sinaore nlant
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Globalization of Markets
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World is Flat

The World Is Flat
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Global Trade
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World 5 4.3
Canada 2.9 3.1
China O 7.5
France 2.6 Z.3
Crermany 2 1.2
Indza 5.4 o7
Ttaly 1.4 1.9
Japan 4.4 2.5
Spain 2.6 2.9
UK. 3.4 2.
1T.5. 4.3 3.5
Taiwan 5.6 4.1
European Area 2 2.2
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The United States

Output: $9.9 trillion

Percentage of world cutput: 23%
Population: 276 million

Qutput per capita: $35,900
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The United States

Growth, Unemployment, and Inflation in the United States
1960-2002 (in percent)

1960-2000 1992- 2002
(average) 2000 (forecast)
(average) 2000 2001
Output growth rate 3.5 3.7 4.1 1.1 0.7
Unemployment rate 6.1 5.4 4.0 4.8 6.2
Inflation rate 5.1 1.7 2.3 2.1 1.2

Output growth rate: annual rate of growth of output. Unemployment rate:
average over the year. Inflation rate: annual rate of change of the price level.
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The European Union

Growth, Unemployment, and Inflation in the European Union,
1960-2002 (in percent)

1960-2000 1992- 2002
CVEELE)) 2000 (forecast)
(average) 2000 2001
Output growth rate 3.1 2.1 3.3 1.7 1.5
Unemployment rate 6.5 9.9 8.1 7.8 8.1
Inflation rate 5.6 1.7 1.5 2.5 2.2

Output growth rate: annual rate of growth of output. Unemployment rate:
average over the year. Inflation rate: annual rate of change of the price level.
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dJapamn
Output: $4.8 trillion
Population: 126.0 million
Output per capita: $38,000
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Growth, Unemployment, and Inflation in Japan,
1960-2002 (in percent)

1960-2000 1992- 2002
CVEELE)) 2000 (forecast)
(average) 2000
Output growth rate 5.5 1.2 1.5 —0.7 -1.0
Unemployment rate 2.0 3.0 4.7 5.0 5.5
Inflation rate 4.5 -0.1 -1.6 -1.6 -14

Output growth rate: annual rate of growth of output. Unemployment rate:
average over the year. Inflation rate: annual rate of change of the price level.
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Rate of Growth of Output
per Worker in the United

States Since 1950

The average rate of
growth of output per
worker decreased in the
mid-1970s. It appears
to have increased again
since the mid-1990s.
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Rate of growth of output (percent)
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-1.0
-2.0
-3.0

Annual Rate of Growth
of Dutput per Worker

Average grawth
rate, 1996-2000
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I Working towards a slowdown I 1S gmwth and inflation

U5 growth and employment . . .
GOP, % change from Non-farm payrol Y fncrease on previous glr, annualised
previous quarter, annual rate employment, m

134 &

Core PCE prices

123
i
132
4
131
130 Z
+
)

2000 01 0z 03 04 05

sources: Bureau of Econcmic Analysis; Eﬂm ﬂfl' E'E
Bureau of Labour Statistics: Thomson Datastream
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I Still getting wider
U5 defieit on trade and services, monthly, $bn

2003 04 0&
Souree: Bureau of Econamic Analysis
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It won't go away
LS merchandise trade deficit with China

12-month moving average, $bn
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I Still breathing fire

China’s GDP,
% INCrease on previows year
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Unemployment Rates:
Europe Versus the

United States, 1960-2000

The European
unemployment rate has
gone from being much
lower than that of the
United States to being
much higher.
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INside, let's shut the door

I Putting us all to shame

GOP growth Farecast 2005, %
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I Happy tax-free clappers
Total tax revenue, 2003, % of GDP
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The Japanese Stock
Market Index, 1980-2000

The large increase in
the index in the second
half of the 1980s was
followed by an equally
sharp decline in the

early 1990s.
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Nikkei Stock Price Index

Mikker. The Japanese
Stock Price Index

1995 2000
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Chasing the dragon
Mominal GCF*, Sbn

GOP* per head, 5
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Overtaking the G6: When BRICs® US$GDP Would Exceed G6
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*¢ars indicate when BRICs US$SGDP exceeds US$SGDP in the G6
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GS BRICs Model Projections. See text for details and assumptions.
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realized. 1If the BRICs pursue sound policies,
howewver, the world we envisage here might turn out to
be areality, not just a dream.

The projections leave us in no doubt that the progress
of the BRICs will be critical to how the world
economy evolves. If these economies can fulfil their
potential for growth, they could become a dominant
force in generating spending growth over the next few
decades.

A Dramatically Different World

We start with some key conclusions that describe the
way the world might change over the next 50 years.
The big assumption underlying all of these
projections is that the BRICs maintain
growth-supportive policy settings. The charts
throughout the text illustrate these points. Our
conclusions fall under five main topics: 1) economic
size; 2) economic growth;: 3> incomes and
demographics; 4) global demand patterns; and 5)
currency movements.

HEconomic Size

| In less than 40 wvears, the BRICs® economies
together could be larger than the (G6 in US dollar
terms. By 2025 they could account for over half
the size of the G6. Currently they are worth less
than 15%.

[ ] In US dollar terms, China could owvertake
Germany in the next four years, Japan by 2015
and the US by 2039. India’s economy could be
larger than all but the US and China in 30 years.
Russia would overtake Germany, France, Italy
and the UK.

| Of the current Go6 (US, Japan, Germany, France,
Italy, UK)» only the US and Japan may be among
the six largest economies in US dollar terms in

2050.
FEconomic Growth

B Indiahas the potential to show the fastest growth
over the next 30 and 50 years. Growth could be
higherthan 5% overthe next 30 years andclose to
5% as late as 2050 if development proceeds

Global Paper No 99

BRICs Have a Larger US$GDP Than the G6

GDP
(2003 USSbn) in Less Than 40 Years
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Projected USSGDP
2003 $USoN BACs 0
Brazil ChHina Ihda Russia Face Cenreny ety Japen LK us ERGs B
2000 762 1078 489 31 1,311 1,875 1,078 4,176 1,437 0.825 2700 19702
2005 468 1724 604 534 1,489 2011 1,236 4,427 1,688 11,697 3,330 22548
2010 568 2068 (=] 847 1,622 2212 1,337 4,601 1,876 13,271 5441 2419
2015 o522 4754 1411 1232 1,767 2386 1,447 4,858 2089 14,786 8,349 27,332
2020 1333 7070 2104 1741 1,830 2524 1,563 5221 2285 16415 12248 29928
2025 1695 10213 3174 2264 2,006 2604 1,625 5567 2456 18,340 17,345 32687
2030 2189 14312 4935 2980 2267 2697 1,671 5810 2649 20833 24415 3527
2035 2871 19605 7854 3734 2445 2903 1,708 5882 2201 23,828 34,064 329668
2040 3740 26439 12367 4467 2668 3147 1,788 6,039 3201 27,229 47,013 44,072
2045 4794 347 18847 5156 2898 3381 1,912 5,297 3496 30,966 63,5996 48,240
2050 8074 44453 27803 5870 3,148 3,603 2,061 5,673 3,782 35,165 84,201 54433

S BRGs Mbdal Argections. See text for details and assunmtions.

Projected US$GDP Per Capita

2003 LSS - ERICs <6
Brazil China India Russia France Germany Italy Japan L us
2000 4,338 854 468 2,675 22078 22814 18,877 32,950 24,142 34,797
2005 2,512 1,324 559 3.718 24,547 24 402 21,277 34,744 27,920 39,552
2010 3,417 2,233 804 5,948 26,314 26,877 23,018 36,172 30,611 42 926
2015 4,664 3428 1,149 8,736 28,338 29,111 25,086 38,626 33,594 45,835
2020 6,302 4,965 1,622 12,527 30,723 31,000 27,239 42,2359 36,234 48,849
2025 7.781 7.051 2,331 16,652 33,203 32,299 28,894 46,291 38,479 52,450
2030 9,823 9.809 3473 22427 325,876 323,898 30,177 49,944 41,194 57,263
2035 12,682 13,434 5,327 28,749 38,779 37.087 31,402 52,313 44 985 63,017
2040 16,370 18,209 8,124 35,314 42,601 40,966 33.583 55,721 49,658 69,431
2045 20,926 24,192 12,046 42,081 46,795 44,940 36.859 60,454 54,286 76,228
2050 26,592 31,357 17,366 49,646 51,594 48,952 40,901 66,805 59,122 83,710

GS BRICs Wbdel Projections. See text for details and assunptions .

Projected US$ GDP Per Capita Growth: 5-Year Averages
Average BRICs G656

SOy Brazil China Ihdia Russia France Cermarny Itahs Japan UK s
2000-2005 -a8 az 37 7.0 22 14 27 1.1 3.0 26
20052010 8.3 11.2 75 10.3 1.5 20 1.6 09 1.9 1.7
20102015 5.4 a2 74 81 1:5 1.6 1.7 1.2 1.9 1.3
20152020 8.2 7.8 T2 7.5 1.6 1.3 1.7 1.8 1.6 1.3
20202025 4.6 7.3 74 6.1 1.6 0.9 1.2 1.8 1.2 1.4
20252030 4.7 8.9 82 8.2 1.6 0.9 0o 1.5 1.3 1.7
2030-2035 52 6.5 892 52 1.6 1.7 o8 1.0 1.7 1.2
20352040 53 8.3 89 4.3 1.9 20 1.3 1.2 20 20
20402045 5.0 59 83 36 1.9 1.9 1.8 1.6 1.8 1.9
20452050 4.9 5.4 76 3.4 2.0 1.8 21 20 1.7 1.9

GS BRICs Model Rrgections. See text for details and assunptions.
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I Growth or value?
Countries ranked by five-year GDP growth, 2004
Lowest growth Lowish growth  Middling growth  Highish growth  Highest growth
Jimbabwe France Singapare New fealand Malaysia
Japan Italy Turkey Spain Eqypt
Argentina Venesuela Mexico Migeria Philippines
Germany Finland United States Greece Hungary
Portugal Luxembourg Brazil South Korea Chila
Metherlands Mo raay Canada Britain Ireland
Israel Sweaden 5ri Lanka Peru India
Switzerland Colombia Paland Jordan Pakistan
Denmark Hong Kang Australia Morocoo KUs513
Austria Taiwan Indonesia South Africa Thailand
Belgiwm Czech Republic China
arurce: AN AMEDLonden Business Schaol




South Africa and the Challenge for the African Continent

With Asia, Europe and Latin America represented outlook is similar. The differences arise Ilargely
in the BRICs profile, some readers will notice because the demo graphic projections we assume much
Africa’s absence. The BRICs are chosen because sharper shrinkage in the labour force (around 1% per
they are the four largest developing economies vear) than did the more detailed exercise. Both in
currently. Still, it is interesting and important to South Africa, and in the region more generally, the
look beyond at the potential for Africa, and challenge of AIIDS and the impact it will have on
particularly South Africa, the largest economy in labour force and population dynamics is an important
theregion,to play apartinthe same kind of process. risk and challenge that has no direct counterpart
elsewhere.

We have already published a 10-year outlook on

South Africa using detailed econometric work to Our longer-term projections show South Africa
project the same components of growth growing at an average rate of around 3.5% over the
(employment growth, capital stock growth and next SO years, comparable to our predictions for Russia
technical progress) that underpin our methodology and Brazil. With declining population growth rates,
here (see Global Ecornomics Paper #93, South per capita incomes under these projections would rise

Africa Growtrh and Unemployment: A Ten-Year significantly more rapidly. We find under these
Ourlook). The study showed that South Africa projections that South Africa’s economy would be
could achieve 5% growth over the next decade if the significantly smaller than the BRICs in 2050 (around
right policies were put in place. The emphasis on USS$1.2bn compared to US$5.9bn for Russia, the

getting the conditions for growth right is one that is smallest of the BRICs economies), though its
important for the BRICs also. projected GDP per capira would actually be higher.
To provide comparison, we applied our projection Projed:ed LS$C=‘[I=’ Levels -
methods for the BRICs to South Africa. The O S M S S Irick e
method is simpler than that in our paper on South iy oo i
Africa, butdoes provide alonger-term outlook. The 5050, s S S S G744
table sets out the main results in terms of growth. 2030 447 o189 14312 ] 080
Projected growth over the next decade is a little 2040 730 3740 26430 12367 4AE7
lower than the 5% projected in our more detailed 2050 1174 6071 44453 27803 5870
study (around 4% here), but the main thrust of the S BRICs Mbdal Frdections. Seetext for details and assumpticns.

Average yoy%o GO per capita = =

gowth  South Africa Projected Real GDP Growth premelf i L 20 Z e i et s 2 s

L 60,000

Qe 4.4%

0% 26% sooc0| Winda

359, | 3% 3.3% 33% 33% 33% 33% Brazil

3.09% 1 40,000 HChina

J o South Africa

2.5% 30,000 <

2.0% A N Russia

1.5% 20,000

1.0% |

| 10,000

0.0% - o

2000- 2005 2010- 2015 2025 2030 2035 2040 2045
2005 2010 2015 2020 2030 2035 2040 2045 2050 2000 2010 AX0 2020 2040 2050

GS BRICs Wedel Rroiections. See text for detaills and assunctions. GS BRGs bdel Rroiections. See text for details and assunotions.
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Real GDP growth

World

OECD

EU25

Exchange rates

¥:US$

US$:€

SDR:US$

Financial indicators

¥ 2-month private bill rate

US$ 3-month commercial paper rate

Commodity prices
Oil (Brent; US$/b)
Gold (US$/troy 0z)

Food, feedstuffs & beverages (% change in US$ terms)

A1 )
BCHAS EHied) [N

2003 2004 2005 2006
3.9 5.0 4.2 4.1
2.1 3.6 2.7 2.5
1.1 2.4 2.5 2.3

115.9 109.0 107.5 106.0
1.132 1.227 1.270 1.298
0.714 0.680 0.671 0.662

0.03 0.00 0.05 0.38
1.10 1.40 3.00 4.94

28.8 393 37.5 29.0

362.8 421.3 375.0 337.5

6.6 8.6 -4.2 0.9




I Wherever next?
il price*, § per bamel

a0

6 nznns prices

40
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Current prices
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*1904-44: US average; 1945-83; Arabian Light
posted at Ras Tanura; 1984-2004; Brent dated

Souroes: BP: Thomson Datastream; The Econonmist
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I At full stretch i

World oil production, spare capacity and prices
Total production I

Spare capacity m barrels per day
as % of total Average real price I
proguction 1996 5 par barrel
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I A picture of decline
Met national saving rates as % of GOP

— Japan = france
— ETTIANY Britain
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Sources: PricewaterhouseCoopers; DECD
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I Come tomorrow E

Het household saving rates
3% % of disposable household incoeme
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Capital performance
U5 business investment, % of GOP
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*Information-procassing equipmeant and software
Seurces 5 Bureau of Econemic Analys's
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