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BRICs Potential and ConsequencesBRICs Potential and Consequences

1. By 2035 – 30 years – BRICs GDP may match G6.

– By GDP 2010, annual increase in demand could match 
G6.

– China & India could challenge the US.

– BRICs wealth – GDP per capita – still likely to be le ss 
than G6 (except Russia).

Implications

– Change in global production, trade & consumption 
patterns.

– Change in world monetary, and perhaps social order.

– Global institutions need to change.
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For BusinessFor Business

1. Selling to BRICs likely to be more long 
lasting than selling from .

2. Impact on commodities.

3. Impact on financial markets

4. Impact on labour.

5. For Belgium & Europe, “Chill Out” – it 
will help growth and wealth.
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GDP ForecastsGDP Forecasts

2007

GS Consensus* GS Consensus*

US 3.2 3.3 2.1 2.3 2.5 2.9

Japan 1.9 2.2 2.4 2.2 2.7 2.2

Euroland 1.5 2.8 2.4 2.4 2.4 2.2

UK 1.9 2.8 2.7 2.6 2.6 2.3

Switzerland 1.9 2.7 1.9 2.1 1.8 2.0

China 10.4 10.7 10.8 10.0 10.0 9.6

India 9.0 8.8 8.0 8.0 7.8 7.7

BRICs 9.0 9.3 9.2 8.6 8.7 8.3
Advanced 
Economies

2.6 3.1 2.5 2.6 2.7 2.7

World 4.4 4.9 4.4 4.2 4.4 4.3
* Consensus Economics April 2007

2008
2006% yoy 2005
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Domestic Demand Domestic Demand 
Forecasts (%)Forecasts (%)

% yoy 2005 2006 2007 (f) 2008 (f)

US 3.3 3.2 1.7 2.1

Japan 1.7 1.5 2.1 2.9

Euroland 1.6 2.6 2.2 2.3

UK 1.9 3.0 3.2 2.6

Switzerland 1.2 1.4 0.5 1.3

China 8.1 8.8 9.4 9.4

India 10.4 7.2 6.7 8.7

BRICs 8.4 8.0 8.5 8.6

Advanced 
Economies

2.5 2.9 2.2 2.5

World 4.3 4.5 4.1 4.3
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Domestic Demand and Growth Domestic Demand and Growth 
Contributions, Last 5 YearsContributions, Last 5 Years
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Inflation ForecastsInflation Forecasts

2007

GS Consensus* GS Consensus*

US 3.4 3.2 2.5 2.1 2.0 2.2

Japan -0.3 0.1 0.0 0.1 0.7 0.5

Euroland 2.2 2.2 1.8 1.8 1.9 1.9

UK 2.1 2.3 2.1 2.2 1.8 1.9

Switzerland 1.2 1.1 0.6 0.5 1.2 1.1

China 1.8 1.5 2.6 2.6 1.8 2.8

India 4.4 5.3 5.1 5.5 5.0 5.4

BRICs 3.8 3.4 3.8 3.8 3.3 3.9
Advanced 
Economies

2.3 2.3 1.9 1.8 1.9 1.9

World 3.3 3.2 2.9 2.8 2.8 2.8
* Consensus Economics April 2007

2008
2006% yoy 2005
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Core CPI in US and EurolandCore CPI in US and Euroland
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NonNon --Energy Import Prices in Energy Import Prices in 
US, Euroland and UKUS, Euroland and UK
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Chinese Unit Labour CostsChinese Unit Labour Costs
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The NThe N--11 & BRICs11 & BRICs

GDP (US$ bn) GDP per cap (US$) GDP (US$ bn) GDP per ca p (US$)
China 2,682 2,041 70,710 49,650
Brazil 1,064 5,657 11,366 49,759
Russia 982 6,909 8,580 78,576
India 909 817 37,668 20,836
Korea 887 18,161 4,083 90,294
Mexico 851 7,918 9,340 63,149
Turkey 390 5,545 3,943 45,595
Indonesia 350 1,508 7,010 22,395
Iran 245 3,768 2,663 32,676
Pakistan 129 778 2,085 7,066
Nigeria 121 919 4,640 13,014
Philippines 117 1,312 3,010 20,388
Egypt 101 1,281 2,602 20,500
Bangladesh 63 427 1,466 5,235
Vietnam 55 655 3,607 33,472

2006 2050
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The Largest Economies in 2050The Largest Economies in 2050
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The Largest Economies in 2050The Largest Economies in 2050

The World in 2050
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Actual Growth vs AssumptionsActual Growth vs Assumptions

Actual
 2000-2006 2000-2015 2000-2050

Brazil 3.0 3.5 3.6

Russia 6.8 5.4 3.4

India 7.0 6.7 6.1

China 9.6 8.5 5.3

Assumed
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A Large HighA Large High --Income Pool Income Pool 
Could Emerge in the BRICsCould Emerge in the BRICs
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Ensuring the Conditions for Ensuring the Conditions for 
GrowthGrowth

– Sound, stable macroeconomic policies

– Strong, stable political institutions

– Openness

– High and broad levels of education

– ‘Miracle’ conditions are not needed.
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BRICs & N11. 2006 Growth BRICs & N11. 2006 Growth 
Environment Score (GES)Environment Score (GES)
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2006 Growth Environment Score 2006 Growth Environment Score 
(GES)(GES)
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Euroland Leading Indicator vs Euroland Leading Indicator vs 
Industrial ProductionIndustrial Production
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German Employment GrowthGerman Employment Growth
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Germany Exports to the BRICsGermany Exports to the BRICs
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Belgian Exports to the BRICsBelgian Exports to the BRICs
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European Exports to the BRICsEuropean Exports to the BRICs
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Euroland ImmigrationEuroland Immigration
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A Sharp Slowdown in the Housing A Sharp Slowdown in the Housing 
MarketMarket
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US EmploymentUS Employment
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US Export and Import GrowthUS Export and Import Growth
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US Exports of Industrial US Exports of Industrial 
Supplies and Capital GoodsSupplies and Capital Goods
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Updated Estimates for theUpdated Estimates for the
Equity Risk Premium*Equity Risk Premium*

Real GDP 
Growth

Real 
Earnings 
Growth +

Dividend 
Yield =

Expected 
Real 

Return -

Real 
Bond 
Yield =

Implied 
ERP

Expected 
Inflation 

Expected 
Nominal 
Return

US 3.0 3.0 1.9 4.9 2.2 2.6 2.0 6.9

Japan 1.5 1.5 1.1 2.6 1.1 1.5 0.5 3.1

UK 2.5 2.5 3.0 5.5 1.9 3.6 2.0 7.5

Europe ex UK 2.3 2.3 2.3 4.6 1.9 2.7 2.0 6.6

World 2.5 2.5 2.1 4.6 1.9 2.6 1.8 6.3

Optimistic World 4.0 4.0 2.1 6.1 1.9 4.1 1.8 7.8
*Calculated as of 11 April 2007. 
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World ERP, the Last 3 YearsWorld ERP, the Last 3 Years
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Trends in US Balance of Payments Trends in US Balance of Payments 
(% of GDP)(% of GDP)

Last 3 Years 5 Years 10 Years Better/Worse
Current Account -6.0 -5.4 -4.2 Worse
Net FDI -0.2 -0.4 0.1 Mixed/Worse

Narrow Basic Balance -6.2 -5.8 -4.1 Worse

Net Equity -0.2 -0.2 -0.1 Worse
Net US Treasuries 0.8 0.9 0.6 Mixed/Better
US Overseas Bonds -0.6 -0.3 -0.3 Worse
Foreign US Corporates 2.4 2.1 1.8 Better
Foreign US Agencies 0.6 0.5 0.4 Better

Net Portfolio 3.0 3.0 2.4 Mixed/Better

Broad Basic Balance -3.2 2.8 -1.6 Worse
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US Adjusted BBoP (including US Adjusted BBoP (including 
Official Reserves)Official Reserves)
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BRICs BRICs BBoPBBoP vs Current Accountvs Current Account
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Euroland:  Euroland:  BBoPBBoP vs Current vs Current 
AccountAccount
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Japan:  Japan:  BBoPBBoP vs Current vs Current 
AccountAccount
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Foreign Exchange ForecastsForeign Exchange Forecasts
 

3-months 6-months 12-months

Current* Forward Forecast Forward Forecast Forward Forec ast

EUR/$ 1.35 1.36 1.35 1.36 1.35 1.37 1.37

$/¥ 119.3 117.9 115.0 116.5 115.0 114.1 105.0

EUR/¥ 161.2 159.9 155.3 158.5 155.3 155.7 143.9

EUR/CHF 1.64 1.64 1.65 1.63 1.65 1.62 1.62

CHF/¥ 98.13 97.72 94.09 97.27 94.09 96.36 88.80

$/CHF 1.22 1.21 1.22 1.20 1.22 1.18 1.18

EUR/£ 0.68 0.68 0.68 0.69 0.70 0.69 0.72

£/$ 1.98 1.98 1.99 1.98 1.93 1.97 1.90

£/¥ 236.6 233.7 228.3 230.8 221.8 225.2 199.8

£/CHF 2.41 2.39 2.43 2.37 2.36 2.34 2.25

EUR/NOK 8.10 8.11 8.00 8.12 7.90 8.16 7.80

EUR/SEK 9.28 9.27 9.15 9.26 8.90 9.24 8.80

A$/$ 0.83 0.83 0.80 0.83 0.78 0.82 0.76

NZ$/$ 0.74 0.73 0.70 0.73 0.69 0.72 0.60

$/C$ 1.14 1.13 1.12 1.13 1.12 1.13 1.10

$/CNY 7.72 7.63 7.62 7.52 7.49 7.28 7.25
* Close 13 April 2007
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The World in 2025The World in 2025
2006 GDP 2025 GDP 2006 Income per Capita 2025 Income p er Capita GES Membership

(US$ bn) Rank (2005 US$ bn) Rank (US$ bn) Rank (2005 US$ bn) Rank Index Rank G7 G20
1 US 13,228 1 19,644 1 44,168 6 56,181 5 6.8 18 pppp pppp

2 Japan 4,421 2 6,708 3 34,590 15 55,896 6 6.4 23 pppp pppp

3 Germany 2,753 3 3,776 4 33,356 17 46,830 13 7.0 14 pppp pppp

4 China 2,530 4 14,156 2 1,926 105 9,742 35 4.9 58 pppp

5 UK 2,229 5 3,312 6 36,875 12 51,890 9 6.7 19 pppp pppp

6 France 2,093 6 3,097 7 33,387 16 49,094 12 6.3 27 pppp pppp

7 Italy 1,751 7 2,353 11 30,144 18 41,850 16 5.4 41 pppp pppp

8 Canada 1,259 8 1,758 13 38,659 8 46,057 14 7.6 6 pppp pppp

9 Spain 1,156 9 1,558 14 27,815 20 39,377 17 5.9 31
10 Brazil 1,023 10 2,280 12 5,507 60 10,466 34 4.2 88 pppp

11 Russia 900 11 2,873 8 6,331 55 22,013 25 4.4 80 pppp

12 Korea 892 12 2,625 9 18,320 26 51,923 8 6.9 17 pppp

13 India 850 13 3,617 5 769 131 2,656 41 3.9 99 pppp

14 Mexico 847 14 2,401 10 7,926 50 18,443 28 4.6 68 pppp

15 Australia 729 15 na na 35,311 14 na na 7.1 13 pppp

16 Netherlands 625 16 923 16 38,232 9 52,638 7 7.2 12
17 Turkey 414 17 877 17 5,692 59 10,662 33 4.0 94 pppp

18 Belgium 373 18 515 22 35,843 13 49,263 10 6.5 22
19 Switzerland 361 19 na na 49,485 4 na na 7.9 2
20 Sweden 359 20 536 21 39,562 7 57,532 4 7.9 1
21 Saudi Arabia 346 22 na na 14,619 35 na na 5.3 43 pppp

22 Indonesia 315 24 977 15 1,420 112 3,255 39 3.4 122 pppp

23 Austria 306 25 426 24 37,378 10 43,452 15 6.9 16
24 Norway 305 26 na na 65,785 2 na na 7.6 5
25 Denmark 263 27 384 26 48,530 5 67,367 3 7.5 9
26 South Africa 255 28 654 19 5,388 63 16,390 30 4.3 83 pppp

27 Argentina 210 31 na na 5,497 61 na na 3.9 98 pppp

28 Ireland 207 32 349 29 49,533 3 72,086 2 7.0 15
29 Finland 193 33 258 34 36,928 11 49,162 11 7.2 11
30 Singapore 129 42 na na 28,940 19 na na 7.7 4
31 Luxembourg 35 68 61 38 76,224 1 104,831 1 7.8 3
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