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Selected US economic indicators
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E Event Expected outcomes
13 Dec 13 Budget A 29-member committee is established to reconcile the 1-trillion-dollar
conference difference between both houses’ 2014 budgets and to craft a bipartisan deal to

address a long-term deficit reduction.

Our take: "A Grand Bargain” agreement is highly unlikely given time constraints
although the committee may reach a small, short-term agreement. A more
meaningful deal may be achieved after this date and would likely be done before
the Jan 15 deadline.

January Sequester 2014 The annual automatic spending cuts for 2014 must be included in the 2014
budget bill.

Our take: This year’s cuts are expected to remain at $109bn but Congress may
give the government new flexibility to appropriately administer the sequester.

15 Jan 14 Last day of the The government needs a full version of the 2014 budget, or at least another
current CR Continuing Resolution (CR), ta finance government activities.

Our take: With mid-term elections scheduled for Nov, anather government
shutdown is unlikely as the fiscal fiasco in Oct effectively hurt everyane, especially

politicians.
7Feb14 Last day of debt Congress needs to raise the current debt ceiling.
ceiling Our take: Congress is expected to reach a deal to raise the ceiling but it is going to
suspension be a last-minute deal once again. Note that “extraordinary measures” allow the

government to fund its activities for a few mare months {until May)

ﬁ:m: Deutsche Bank, TISCO Economic Strategy Unit (ESU)

Forecasts of Fed Governors & Bank Presidents
2013| 2014 2015/ 2016|Long Run

Central Tendencies

Real GDP Grow th 2.2-2.3] 2.8-3.2| 3.0-3.4| 2.5-3.2 2.2-24
Sep projections 2.0-2.3] 2.9-3.1] 3.0-3.5| 2.5-3.3 2.3-2.5
Unemployment Rate 7.0-7.1] 6.3-6.6] 5.8-6.1] 5.3-5.8 5.2-5.8
Sep projections 7.1-7.3] 6.4-6.8] 5.9-6.2| 5.4-5.9 5.2-5.8
PCE Inflation 0.9-1.0] 1.4-1.6] 1.6-2.0f 1.7-2.0 2.0
Sep projections 1.1-1.2] 1.3-1.8] 1.6-2.0|] 1.7-2.0 2.0
Core PCE Inflation 1.1-1.2] 1.4-1.6] 1.6-2.0] 1.8-2.0

Sep projections 1.2-1.3] 1.5-1.7] 1.7-2.0] 1.9-2.0

Appropriate timing of
first policy tightening 0 2 12 3
Sep projections 0 3 12 2
Median participants
target for Fed Funds
at Year End 0.25 0.25 0.75 1.75 4.00
Sep projections 0.25 0.25 1.00 2.00 4.00
Source: Deutsche Bank, TISCO Economic Strategy Unit (ESU)
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Probability of Fed Fund Rate at Jan 15 FOMC Meeting (options implied)
Unit: %
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* Market expects the first hike

in the Fed fund rate may be
postponed towards “later
2015".

The probability that the Fed
will keep FFR at zero at its Jan
‘15 meeting has increased
from 30% in Sep "13 to 80%
today, based on current
financial markets data.
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i Bloomberg, TISCO Economic Strategy Unit (ESU)
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The Hawk-0-Meter points to a less dovish FOMC next year (Dovish=1, Hawkish=5)

2013 Members of the FOMC 2014 Members of the FOMC

Ben 5. Bernanke, Board of Governors, Chairman Janet Yellen, Board of Governors, Chairman

‘William C. Dudley, New York, Vice Chairman of FOMC William C. Dudley, New York, Vice Chairman of FOMC

Janet Yellen, Vice Chairman of Board of Governors lerome H. Powell, Board of Governors
Elizabeth A. Duke, Board of Governors Jeremy C. Stein, Board of Governors

Jerome H. Powell, Board of Governors Daniel K. Tarullo, Board of Governors

Sarah Bloom Raskin, Board of Governors Vacant, Board of Governors

Jeremy C. Stein, Board of Governors Vacant, Board of Governors

[ N N
M ox x| N & oW e e

Daniel K. Tarullo, Board of Governars Vacant, Board of Governors

Charles L. Evans, Chicago Vacant, Cleveland

Eric S. Rosengren, Boston Charles I. Plosser,Philadelphia

James Bullard, St. Louis Richard W. Fisher, Dallas

b oa e e
omow| o

Esther L. George, Kansas City Narayana Kocherlakota, Minneapolis

Average Hawk-0-meter reading 2.0 Average Hawk-O-meter reading 2.8

137 Deutsche Bank, TISCO Economic Strategy Unit (ESU)
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2014 senate race (held on 4 Nov 2014)

Unit: seats

Republican incumbents

Democrat incumbents

ix: TISCO Economic Strategy Unit (ESU)
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N1 Bloomberg, IMF, TISCO Economic Strategy Unit (ESU)
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a; Bloomberg, TISCO Economic Strategy Unit (ESU)

Fefigavdumluiivtide wammasaulun1zings (Stress Test) B89AIABUIATT

pglsfid mauwunsiy nhanamsumsaziasasaysalasldnandmmasd uslwidesdu furglsudadulafazudedols
ECB iimmuanguasuiaszesylsvaguiiaiasaifionin uaz ECB ALINFUAIINITNTIANBLFDIUL NI UTDIFUIRTTUNA LY
Tuq‘[‘zﬂﬁau FBN13TAYiINNIATIEBURUNSWS (Asset Quality Review: AQR) uaznasauyinlunzingm (Stress Test) WAge

ninenTyanaddnia amiindii ECB LATINBULEFAIRY D19l FIa1Beniled) sty Tutiedvitin aannutaclvinuaulasenaras
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wwun i 11: taseiiursualudimirAaisay AQR/Stress test

Effective from 2015
at the earliest 2018 (- Treaty change?)

New EU State SSM (Single BRRD (Bank Resolution Single
aid rules on Supervisory Recovery Directive) Resolution

August 2013 November 2013

public mechanism) Mechanism

recapitalization (SRM) for
of banks Establish minimum banks under
standards for bank SSM
resolution but not a pan-
After the AQR/stress test European resolution fund
Wiping out of equity ECB direct supervisor on
and baillinior banks that meet any of
conversion of junior three criteria: Bail-in rules:
and hybrid debt (i) shareholders (ii) * Single
mandatory before a * Assets over E30bn subordinated creditors (jii) resolution
government can inject * More than 20% of senior unsecured bond-holders authority
fresh equity.: national GDP, unless and some depositors not
total assets of that bank covered by deposit guarantee *Single
<E5bn schemes; (iv) other depositors resolution fund

* Among top three banks not covered by DGS
There are exceptions, in the member state
e.g. writing down or
converting junior debt \lr
could be avoided to
preserve financial Covering ~85% of euro
stability area banking system destruction’

OBJECTIVES: » Reverse tendency towards re-fragmentation of euro-area banking system
= Regain full market access
- Breaking the sovereign-bank nexus, i.e. the vicious cycle between fiscal and financial instability

#ix7: Deutsche Bank, TISCO Economic Strategy Unit (ESU)
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aanaldogwund uazdanudululdfiazdesoanatismiadunmsduanumivisiy vaoduanuismisfouiagiuas
vnaslul 2014 1 wwiAntufudszimalusqnaiisgoadshisansaiinluaaelé uazereaciosaiiutiomiaioulvaisnass

il 12 faseidevagiinralauiueunsmaidosuasn1svesuidu
PINADIANIAN

#ix1: TISCO Economic Strategy Unit (ESU)

11



IISUDNDOU

\spgiaduszanaslull 2013 dfmwﬁaLi‘Jumnmmﬁ”’ﬂwm%’gmaﬁ%Lﬁuﬂuanﬁﬁus:uu
wwsugha a8lsid mednATegATusLfinefldd uar GDP unazaseflininid
Tuddl wazanmidsemastion ilosansgunafidnanmlunisnseduiasegiald Taduiises
Jumusafudenlsuolfuszuniasugiang Feazvlitaswgisneiildetoiua
Tuszazihunane

wiseghadudensseilinlu 2013 Tndidsslulliaunt

Tulasanait 1 U 2013 wesugiadusenadlédfnaidosaniiiou i 7.7%
atielsfa Tulasunadl 2 esugisduszanas wionq fuanuiaisniy
flgmmiiuanszuy (Shadow Banking) wazn13iivduzasdnsiaanidsly
aaAnsLiu usinaidnglasinad 3 sughadundunseduldinaois sy
7.8% uariaInnaNAIoadaneg wudn wsEgAnunazisedulddoiaiy
Tasunadt 4 dorfu n1szenedmoAssgiazesiulull 2013 naslndidsety
Unauntiiiszdy 7.7%

wRu i 13: iAsEghaTumInTesdeneealan vislull 2013 uas 2014

% YoY China GDP
15 14.2

14 -12_7'
13 F .

12
1| 10.4

.6
L 9.2 - 9.3
18 L '\./ ~. 86 42
7.7 7.7 L] DB forecast
—_—
8 \._.<_ .
7L 76 " Consensus
6 L L 7.4 7.3

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

#ix1: Deutsche Bank, Bloomberg, TISCO Economic Strategy Unit (ESU)




AmIATEgiezasneflldAdeiiladlull 2014

Aa1AAIAd1 GDP waviutazaenedilddlul 2014 Tasawizluyameswes DB fimadnAsugiaszissdugenin 8.0%
Lﬁaamnﬁﬂﬁﬂaﬁuaquwmﬂﬁq Ao 1) iflmm”uwuimnﬁuﬂ%mﬁu%u avﬁaumnmsﬂi”uﬁ%ummﬁﬁﬁmmﬁwﬁm (Producer Price
Index: PPI) feazvilvirinlsvasusimluiuiselu anmmmﬂ’[ﬁiﬁﬂlﬂﬂ@@iﬁﬂﬁaﬂmu mum‘bmnawaosmmmaLLaysw\mean
u,aui'wzv‘iﬁﬁn'ﬁmvgumaaﬁv’ummgLm:mmanﬁummﬂuﬂwm 2) qﬂammnmﬂuanﬂsumu mum?ﬂmﬂm'ﬂmmegnﬁﬂan B4
Ao iasEgialaniuiivii dnazideiuandid Tasawzluansgs froriu msavoenposiudaiuiaiasinsiduiniauiaTugia
Tugheiiriuan deendunisnldegudoundsdnade uar 3) mmsmanscduiassgiannmasginasiideiios Tasamzluna
fufiznn 9d HUznauNIIUIANANLAZTUIALRN (SMES) Foeauitaduil Lh%wé’nﬁuiﬁmwgﬁaﬁ'ummﬂﬁﬂﬁlajﬁ?ﬁniﬂums
peealull 2013 ustsilas

uwun i 14: ihvpaduayuAIsgieludnmi
Supportive factors for 8.6% growth in 2014

Supportive factors In DB’s views Our take

Cyclical turn in PP1 Increase in producer prices would v Agree. Furthermore, improving
drive corparate profits and tax revenue will give the government
receipts more room to maneuver.

Inventory restocking There are signs of inventory restocking | *  Uncertain. Inventory accumulation
in recent months and DB expects has to end sooner or later. The
them to continue impact is unlikely to last throughout

2014.

Increase in money Improvement in overall % Doubtful. While we agree that

velocity macroecanomic environment should confidence is likely to improve, the
increase private sector’s confidence, concept of money velocity is very
and hence accelerate spending. difficult to quantify.

Improving external Accelerating global activity, v Agree. Consensus also looks for

demand particularly in the US, should raise higher rate of global growth next
demand for Chinese exports. year.

Change in stimuli Government is expected to launch v Agree. The government will provide

policy stimuli focused on a particular sector, a floor in the case of disappointing
not nationwide. Chinese growth

1/7:#7: Deutsche Bank, TISCO Economic Strategy Unit (ESU)
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(Restocking) ) Bolugnefinunnsuiidwuinmniy amaumnm’nuaummﬂmmawum uazNIUSUENTUTeY PPl uae 2) N9
stuwmamwmiwuunﬂwﬂmLou (Money Velocity) munmm“lumamﬂsmnmsuﬂum warmaenufianaidlasnndu dowal
LLuUiu'}mLau‘Iusvuumum'\mu winiSuiasuiiosatu Lﬁiiﬂﬁﬂ’ﬁ)ﬂ?uﬂﬂ’]ﬂﬂﬂﬂgdﬂu atalsfif Tadeioassdaiifianwliuiueu
goann wimnawsoiinaseiinsnanatl 2014 fioraviliAssgiaduzeeigenitianal3lsunn

pasdunasiitien Wasnigunadidnenmlunisnseduasugiald

Tuedfiiunn fanufeain Lﬁsmﬁﬁumwmaﬁ’wfﬂmn (Hard Landing) LAZAMNAIIATINa1IB19 T livnalULReY
e eglafia mmLaﬂamawammwnwuuw fifer 1flovansgunafiinasilouazdnanmannwefiaznanidesiigmidenain
15 amaumnwummsmmawuaa’lus EFUAIN LLEQQ,LLJ\IQyi’mLB'MU‘IJEJ\ﬁﬁ‘U’]EWIBOﬂuL"LI’]IIJGYJEI uddadunilde GDP funazil
AYANNINLTEINABUY 3N mwzﬂmgmaﬁ‘[amaﬂumsgwwumm:qumwgna‘lm YULLALINU am’manmﬂu‘[ﬂmﬂmmwmagiu
seAuge uazvndniu ﬁmmsnmﬁuﬁmmmﬁ%aﬂﬂanLﬁmﬁam:ﬁummgﬁﬂﬁ fadumardafouldifiuin nszzanasans
wssgiadulugnefiinunn drundaduanudilaesigunaiidosnsasmbeuwantituassgia fldsssusuauluawiaiion
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usun i 15: masgdanenmlunisnssfuiasmgia

a9

Gross government debt to GDP (%) Policy rate (%)
243.5 6.0
106.0
_. I 5 .
Eurozone Japan China Eurozone Japan China

i Bloomberg, TISCO Economic Strategy Unit (ESU)

Uszifuiiindunwesie wlsueujsuiessgieluszessaly

funduiuin wsegheinnedlaslinmsamunesuazaaseoaniduinihienudes uacligeiu Seeswiezfuauna
Tnsnsiindasausesnadug dnangisuniu Tasawizmanisuilaa dafu asiuldidoudfiniulmidnuuimsyssmnald
Ui:mﬁuiﬂmﬂﬂﬁgﬁLﬂsugﬁaamaﬁimﬁm

d1gm nen1sdusenanasnsUfsuiasugiandelng

Tumsuszgawssarenirdadiflaidou we. fiumn memsiuldesninasmisnszfuiassgisatelnanii 60 :18M5 aAINS
doulnaiiullunsdaaslunesiieg anndu islinaadnanddusnlunsdadulannndy wazaztsaneuliangaluna
e Tasawizannanadaiainienissemu 17'iLilm‘[amaiﬁmﬂLanmum”wmawﬂuammwmsmhm pnuiu gasmvnssaifieaiy
AnusuAszastssinAnndy Ta DB Wudnanasnisi inesdsifudnoniwniszesdimioiassgia (Potential GDP) 1669 2.0%
anang A aegelsfia anasnisunedu maaowam”‘wumamimmﬂmmoLﬂﬁwn'«wmﬂui” s

uwun il 16: unumIUfguiassgieivsemalunisyssyunsspnondadsn
WU

Reforms announced at the 37 Plenum meeting

Reform Action

1. Deregulation The private sector would be permitted to enter most industries other than those related to national
security.

This is by far the most important part of all announced reforms. DB estimates that this reform could lift
China’s annual real GDP growth potential by 2ppt in the coming decade.

2. Opening up to foreigners China will grant foreign investors greater market access to many service industries, paving the way for
more international trade agreements, such as TPPs.

3. Financial liberalization The government will encourage private investors to establish small and medium financial institutions and
will accelerate interest rate deregulation as well as reform towards capital account convertibility.

4. Land & Hukou The government will grant farmers legal titles for land use rights.

5. Resource pricing The government will gradually liberalize utility prices.

6. SOE Reforms The government decided to separate non-commercial functions from SOEs and privatize some of them.

7. Fiscal reforms Property holding tax legislation process will be sped up. VAT will be expanded to other service sectors and

taxes for pollution industries will be raised.

8. Social security Reform The government will consolidate the civil servant pension scheme with the enterprise pension scheme.

9. Municipal Bond market The government will permit local governments to issue municipal bonds independently, to replace the
current financing mechanisms of LGFVs.

10. One-child pelicy The government will allow each couple to have two children if either the husband or the wife has no
siblings. DB expects the number of newborn babies to rise by 1.6m per year.

#ix1: Deutsche Bank, TISCO Economic Strategy Unit (ESU)
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#ix1: Bank of Japan (BoJ), Cabinet Office’s Economic and Social Research
Institute, Bloomberg, TISCO Economic Strategy Unit (ESU)
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16



P%
o =

uwun il 20: Araasuzevdnavyuiludadunvlunaianannsng uas
pAIMITHNTNE

Index Nikkei % Yoy Tokyo condorminium sales % Yoy
16,000 100 ——— Housing starts (RHS) 20

14,000

12,000

10,000

~
ee

8,000

Jul-12
Oct-12
Jan-13
Apr-13

Jul-13
Oct-13
Jan-14

Jan-12
Apr-12

i Ministry of Land Infrastructure Transport and Tourism, Real Estate
Economy Research Institute, Bloomberg, TISCO Economic Strategy Unit (ESU)
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AALATEgNall 2014 szaawmas 1.2% (3N 2% (Wil 2013) %’uNanfizwumnm’sﬁumﬁqﬂinﬂu%‘[nn

Tuiau w.e. 2014 tﬂ'ﬂuﬁﬁﬁwuﬂﬁ%’uﬁumﬁﬁuﬁﬁmﬂnﬂuﬁnﬂ (Consumption tax) 900 5% iU 8% (uazazuUsuduiiy
10% Tulfau m.A. 2015) Imﬂummmmam (mmﬂﬂﬂmun’ﬂfn Bloomberg) mmmim’nmiﬂsmumumnmw LR INRYIN
Lﬂimﬂamﬂuwmmmamwuﬂmﬂm (WHUNWA 21) ieil ﬁmam:wunmwam”mwmaanlu 909NNAININTLHULATHIAY
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aS9iiE2 (One-Off Spending) ?Jm:ﬁmiﬂ%’uﬁumﬁﬁana’n%’ﬁ’aﬂﬁi@maé’mLﬁumﬁlﬁtﬁ'mﬁu Wiadnoniledunsaniideds
ﬁjv%Tnﬂ) 7.5 §uduusial (517 1.6% 299 GDP) ‘[mmqﬂuﬁa NBINUNIRUTENINYSEINA (IMF) mmﬂiwgﬁ'«vtﬁﬂuﬂ 2014 3%
YPAUREY 1.2% Bapadan 2% il 2013

ununmil 21 dmAsygmaasan GOP venadauslulasang 2/2014
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Japan GDP grow th (% QoQ saar)

45
36 3.6 41

Consumption tax hike, due
in Apr'14, could take a toll
on GDP grow th -3.9

1Q13 2Q13 3Q13 4Q13F 1Q14F 2Q14F 3Q14F 4Q14F

#in1: Cabinet Office’s Economic and Social Research Institute, Bloomberg,
TISCO Economic Strategy Unit (ESU)
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i777?]lJJ7'IH‘ZﬂL WENU WA IY
for lization of Positive Cycles ‘Amount (JPY, bn) Measures Amount (JPY, bn)
Supplementary Budget 5,500 Consumption tax hike by 3ppt to 8% 7,500
I. Measures to strengthen competitiveness 1,400
Il. Policies for w omen, young people, the elderly and the disabled 300 Note: Current rate of 5%
il ion of ion, disaster prevention and safety 3,100 generates revenue of JPY 12.5trn/year
IV. Measures for reducing impacts on low -income earners 600
Total packages (one-off) 5,500 Total revenuelyear
% of GDP 1.10% % of GDP

#ix1: Cabinet Office, TISCO Economic Strategy Unit (ESU)
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#i37: National Economic and Social Development Board (NESDB), TISCO Economic
Strategy Unit (ESU)
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i3 National Statistical Office (NSO), Office of Agricultural Economics (OAE), Bank
of Thailand (BoT), TISCO Economic Strategy Unit (ESU)
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#ix7: Board of Investment (Bol), NESDB, TISCO Economic Strategy Unit (ESU)
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ia; Ministry of Transport, Public Debt Management Office (PDMO), TISCO
Economic Strategy Unit (ESU)
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i Bloomberg Finance LP, TISCO Economic Strategy Unit (ESU)
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ia; Ministry of Commerce (MoC), TISCO Economic Strategy Unit (ESU)
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#i37: MoC, TISCO Economic Strategy Unit (ESU)
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#i37: BoT, MoC, TISCO Economic Strategy Unit (ESU)
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ia; BoT, Ministry of Finance (MofF), TISCO Economic Strategy Unit (ESU)
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2014 Economic Forecasts under scenarios

Base Worse Worst

Assumptions - Hectionis held |- Unrest continues til 1Q14 |- Unrest continues til 2Q14

- Sow export recovery

Real GDP 4.5% 3.6% 3.0%
Real Private Consumption 3.6% 3.2% 2.8%
Real Government Consumption 52% 4.9% 4.9%
Real Gross Fixed Investment 13.1% 7.6% 5.1%
- Real Private Investment 12.3% 71% 4.0%
- Real Public Investment 15.9% 9.3% 9.3%
Nominal Exports in UD (f.0.b.) 7.0% 7.0% 4.0%
Nominal Importsin UD (f.0o.b.) 7.0% 7.0% 5.0%

in: TISCO Economic Strategy Unit (ESU)
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