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Global Recovery; Structural Reforms Matter
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• We continue to expect moderate growth from the low 
economic base established in the 2009 recession, not a V 
or a double dip. The ECB and China are taking supportive 
actions to offset their slowdowns. 

• Drags on growth: High levels of government spending in 
slow-growing countries; the shift to big entities doing the 
capital allocation rather than smaller ones; in the U.S., the 
looming tax increase, regulatory drag and the credit 
problems facing small businesses. 

• Emerging markets are growing fast.  Interest rates and 
bond yields in developed countries are very low, creating a 
rapid shift in global capital structures. 
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Consumer and Savings

(last obs. June 2010)
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Labor

(last obs. July 3, 2010)

Initial claims remain high by historical standards.
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(last obs. Q1 2010)

Growth

Corporate profits will continue growing as 
the rest of world ex Europe pulls world 
nominal $ GDP higher.



Small Business Optimism Retreats

Source: National Federation of Independent Small Business; Encima Global
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Growth

(last obs. June 2010)
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(last obs. July 2, 2010)

Credit



-10%

-5%

0%

5%

10%

15%

20%

Ja
n-

75

Ja
n-

77

Ja
n-

79

Ja
n-

81

Ja
n-

83

Ja
n-

85

Ja
n-

87

Ja
n-

89

Ja
n-

91

Ja
n-

93

Ja
n-

95

Ja
n-

97

Ja
n-

99

Ja
n-

01

Ja
n-

03

Ja
n-

05

Ja
n-

07

Ja
n-

09

52
 w

ee
k 

%
 c

ha
ng

e
Loans and Leases y/y

Source: Federal Reserve; Encima Global

- 8 -

(last obs. June 30, 2010)

Credit

Loans and leases growth rates are 
suffering near biggest-ever 
shrinkage.



BKX – Bank Index

Source: Bloomberg; Encima Global
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(last obs. July 13, 2010)

Prices and Markets
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Source: various congressional sources; Encima Global

Most Tax Rates Heading Higher
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Government
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Trade Balance for Goods and Services

Source: Census Bureau; Encima Global

- 11 -

(last obs. May 2010)

Growth
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(last obs. May 2010)

Growth



Exports of Goods and Services vs. 
World ex US Nominal GDP 

Source: Census Bureau; IMF; Encima Global
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(market exchange rate $ based GDP; last obs. 2009, export estimates based on YTD reports through May 2010)

Growth
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Imports of Goods and Services vs. US Nominal GDP 

Source: Census Bureau; IMF; Encima Global
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(last obs. 2009, import estimate based on YTD reports through May 2010)

Growth
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(last obs. 2009, IMF forecasts to 2015)

Government

Fiscal balance is expected to 
narrow some, but it matters 
whether governments increase 
taxes or decrease spending.
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(last obs. July 13, 2010)

Prices and Markets

“Government-to-government support 
doesn't address the core problem of 
growth, jobs and government spending 
restraint.” David’s Feb 27-28 WSJ 
article, the Euro’s Greek Tragedy.



2 Year Euro Swap Spread

Source: Bloomberg; Encima Global
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(last obs. July 13, 2010)

Prices and Markets
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UK “Austerity” Public Sector Expenditures

Source: HM Treasury; Encima Global
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(last obs. 2009, IMF forecasts to 2015)

Government

Debt levels for G-7 and 
advanced economies are 

expected to continue rising if 
there is no course change.



10 Year US Treasury Yield

Source: Federal Reserve Board; Encima Global
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Credit

(last obs. July 13, 2010)
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World Real GDP Growth 2010

Source: IMF; Encima Global
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Growth

July-2010 April-2010 January-2010 October-2009

Real GDP Y/Y Real GDP Y/Y Real GDP Y/Y Real GDP Y/Y
World 3.6% 3.3% 3.0% 2.3%
US 3.3% 3.1% 2.7% 1.5%
Europe 1.0% 1.0% 1.0% 0.3%
China 10.5% 10.0% 10.0% 9.0%
Brazil 7.1% 5.5% 4.7% 3.5%
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(last obs. July 13, 2010)

Prices and Markets

China announced that it would 
resume a version of the currency 
flexibility system in place from 

2005-2008.  We think the change 
in China’s policy is constructive –
but it won’t have much impact on 
global growth, commodity prices 

or capital flows.
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(last obs. May 2010, estimated for June 2010)

Growth

China has been rapidly increasing 
domestic consumption. The yuan
policy change encourages that 

process.  
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(last obs. Q1 2010)

Growth



Brazil Constant GDP Y/Y

Source: Bloomberg; Encima Global
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(last obs. Q1 2010)

Growth
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Note: This document is confidential and intended solely for the use of the individuals to whom it is 
presented. Encima Global LLC does not accept liability for the content or for the consequences of any 
actions taken on the basis of the information provided.  The information is not necessarily complete, and we 
make no warranty as to its accuracy. 


