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KEY ECONOMIC TRENDS IN 2014

IMAS INAUGURAL REGULATORY & LEGAL ROUNDUP FORUM

FEBRUARY 20, 2014

Tamara Henderson, Bloomberg Senior Economist, PhD, CFA
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TAKEAWAYS:

2

• Similar Themes: Different Outcomes 

• Today’s Obstacles: Tomorrow’s Opportunities
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ECONOMIC FORECASTS: IT DEPENDS…
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ECONOMICS: IT’S A CIRCLE

4

Expansion Recession

Depression

Boom
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HALF EMPTY? HALF FULL?
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BIAS: IMPACTS STARTING POINT, NEWS FILTER & FINISH

6
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CHICKEN-EGG DILEMMA: SPEND OR HIRE FIRST?
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ECONOMIC NEWS: USUALLY A MIXED BAG
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TODAY: THE GLASS IS ½ EMPTY
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TAPERING: DIFFERENT MINDSETS

1
0

The Fed The Market
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THE FED VS MARKETS: A GAME OF CHICKEN

1
1

The Fed Markets

Ease

Tighten
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YELLEN: NARROWING THE FED-MARKET MINDSET GAP

1
2

The Fed The Market
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FED CHANGE: ADDED UNCERTAINTY

1
3

Volker

Aug 6, 1979

Greenspan

Aug 11, 1987

Bernanke

Feb 1, 2006

Yellen

Feb 1, 2014
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CHINA: REBALANCING

1
4
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CHINA: LIBERALIZATION

1
5
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RECAP: SLOWDOWN ANGST

1
6
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@YEAREND: THE GLASS MAY BE ½ FULL
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PAST TIGHTENING: TRIGGERED ANGST…INITIALLY

1
8
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PAST TIGHTENING: LIFTED COMMODITIES, EQUITIES

1
9
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U.S.: GETTING BACK TO NORMAL

2
0

Hiring Spending
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CHINA: HIGHER INCOMES SUPPORT IMPORTS, URBANIZATION

2
1

Source: Bloomberg
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ASIA TODAY: A FOCUS ON VULNERABILITIES

2
2

DEFICITS LOW RETURNS

VULNERABILITY TO SHOCKS

FALLING CURRENCIES

CHINA REBALANCING

FICKLE, CAUTIOUS INVESTORS

POLITICAL UNCERTAINTY
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ASIA: RELIANCE ON CHINA 

2
3
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ASIA: INVESTMENT DEPENDENCE

2
4
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ASIA: LIMITED REAL YIELD APPEAL

2
5
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ASIA: EXPENSIVE CURRENCIES

2
6



T
IT

L
E

 O
F

 P
R

E
S

E
N

T
A

T
IO

N
 G

O
E

S
 H

E
R

E
//

ASIA @YEAREND: REFOCUS ON OPPORTUNITIES

2
7

INVESTMENT GRADE
MORE DIVERSIFIED GROWTH DRIVERS

CURRENT ACCOUNT SURPLUSES

F
IS
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L
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E

ABUNDANT  

RESOURCES

STRONG GROWTH

LOW DEBT

ANCHORED INFLATION EXPECTATIONS

ELECTIONS
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“HALF-EMPTY” BIAS: UNDER-PERFORMERS

Investor Perspective:

• Risk averse

• Seek capital preservation

• Require liquidity

• Abhor current account deficits

• Abhor political/policy uncertainty

• Fear/Worry (sell all risky assets)

Asian Stand-Outs:

• India

• Indonesia

• Thailand
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“HALF-FULL” BIAS: OUT-PERFORMERS

Investor Perspective:

• Risk taking

• Seek capital gains

• Require sufficient reward for risk 

• Like carry trades, high yields

• Abhor political/policy uncertainty

• Greed /Confidence (buy selectively)

Asian Stand-Outs:

• India (post-election)

• Indonesia (post-election)

• Thailand (?)
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PERCEPTIONS: STARTING TO SHIFT
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PRIMARY RISK: TIMING
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SUMMARY:

3
2

Similar Themes

Fed Tapering

China Rebalancing

Different Outcomes

Risk Off

Risk On

Today’s Obstacles

Valuations

Yields

Elections

Tomorrow’s Opportunities

Valuations

Yields

Elections
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SUBSCRIBE: BLOOMBERG BRIEFS

www.BloombergBriefs.com
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