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Regular Report ary of Risks Caused by French Economic Downturn
24 Sep 2012 An Update on Euro-Zone Debt Crisis Development (4" Week Sep)

Key Data

USA

% 11 12 » The flash estimate of Eurozone manufacturing and service PMI performed differently in
GDP 1.6 2.0 September. September manufacturing PMI was 46, the highest in 6 month, while the
CPI 3.3 2.5 service PMI was 46, which was 38 month low. Although the contraction of
?“edmp'oymem 9.0 8.2 manufacturing activities has declined, the contraction in new business has never
bra € -3.2 -3.0 stopped. Notably, the confidence of service sector has been the lowest since March
alance/GDP o - . Lo .

Eeel 2009, indicating that enterprises were quite pessimistic about the economic outlook.
balance/GDP 8.7 1.2 Since the sharpest decline of composite index, 3Q economy growth was weakest.

Policy rate 0.25 0.25

Dollar Index 79.0 810 » The flash estimate of Germany manufacturing PMI in September increased to 47.3,

Eurozone hitting the 6 month high. Service PMI also rebounded to 50.6. But the worrying
ZPDP 11‘11 15'; situation was in France. The flash estimate of September French manufacturing PMI

was 42.6, which was the 41-month low. Meanwhile, the French service PMI was 46.1,

Sﬁémploymem 1(2)'(153 1(2)'(13 also reaching a 4-month low. French corporate activity was deteriorating sharply, mainly
Trade due to sluggish domestic demand, as well as the economic slowdown of the southern
balance/cpp 033 01 European countries. Need to pay attention the sharp contraction of French economic
Fiscal 49 38 activities and the related risks.

balance/GDP ’ ‘

Policy rate 1 1 ; ; ;

Ballar Index 155 5 » The issues which concerned the market have not been solved. The Spanish government

showed that they still need to evaluate the ECB’s bailout program. Consistent with our
expectations, the pressure for the Spanish government to ask for bailout has been
Source: Bloomberg, China Merchants relieved since the government bond yield declined. The Spanish government may ask
SEATES for bailout only when the market tension increased again.

» Greek issue has not been resolved either. Greek officials said that the troika would leave
Athens again on Saturday, and they have not reached an agreement on the deficit target.
Dr. Cliff ZHAO But we still expect that the EU will try to control the tail risks if the Spanish issue has
852-31896126 not been controlled.
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