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Dear Members, 
 
Welcome to the October 2011 edition of the GCEL Newsletter! The first 
HumaWealth Awareness Event in the MEA region is anticipated to take place in 
Turkey next month. The list of participants will include Turkish governmental 
officials, executives from the Central Bank in Turkey, a high level delegation 
from the Union of Arab banks (UAB) in addition to CEOs from Turkey’s most 
prominent finance, insurance and technology firms. In the meantime, take some 
time to read about today’s world economy. 
 
Stay tuned! 
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GERMAN GROWTH TO SLOW IN 2012: GOVERNMENT 
Richard Carter, AFP 
20 October 2011 

BERLIN — The Eurozone crisis will hit Germany hard next year with growth 
expected to be dramatically lower than previously thought, the government 
said on Thursday. 

Berlin said it expected growth of 1.0 percent next year in Europe's biggest 
economy, almost half the 1.8 percent forecast in April, as economic woes in the 
Eurozone undercut activity in Germany's main trading partners. 

"The rate of growth has, as expected, slowed somewhat," said Economy Minister 
Philipp Roesler. 

"The reason for this slightly slower growth path is the risk from the international 
environment, which has increased significantly. 

"With the higher uncertainty due to the debt crisis in several countries, global 
growth rates have cooled markedly," he added. 

While output growth this year is stil l relatively buoyant, at 2.9 percent, thanks to 
a very strong first quarter, the economy is poised to slow very sharply towards 
the end of this year and at the start of 2012. 

Germany's leading economic institutes last week forecast that growth would 
slow to almost zero in the fourth quarter of 2011 and the first quarter of 2012, 
with the economy only narrowly escaping a technical recession, defined as two 
consecutive quarters of contraction. 

However, Roesler dismissed this suggestion, stressing: "There is no discussion of 
recession ... 1.0 percent growth is stil l growth. The trend is still upwards." 

And he drew attention to the fact that unemployment was stil l slated to decline 
next year, to an average rate of 6.7 percent, compared to 7.0 percent this year. 
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The German economy suffered badly during the 2008 debt crisis, registering its 
worst recession in six decades, before rebounding strongly with 3.7-percent 
growth in 2010. 

But a spirit of optimism on the German economy has dissipated rapidly as the 
crisis refuses to go away and leading indicators are pointing to a bumpy road 
ahead. 

Investor sentiment hit a three-year low, according to the ZEW institute this week 
and business confidence is at its lowest level since June 2010. 

Industry appears to be slowing and retail sales have also hit the skids, suggesting 
the economy will not get significant impulses from domestic demand. 

For the moment, exports are holding up but analysts warn that this crucial motor 
for the German economy will also begin to splutter soon as a global slowdown 
hits demand for goods made in Germany. 

Roesler however sought to put a gloss on the figures, saying: "The German 
economy is doing well ... it remains on a growth path. For Europe, we are still an 
anchor of stability and a growth motor," he said. 

"We have come out of the crisis much faster than we thought or hoped," said 
the minister. 

Moreover, the future is bright, he said, forecasting average growth rates of 1.7 
percent until 2016, above Germany's estimated potential growth of 1.4 percent. 

1

EURO SUMMIT: LEADERS LOCKED IN TALKS ON DEBT CRISIS 
BBC News, Business 
26 October 2011  

EU leaders are continuing an emergency summit in Brussels aimed at tackling 
the eurozone debt crisis. 

After a first round of talks, the leaders said broad agreement had been reached 
on recapitalising banks exposed to countries that might default. 

But other elements of a full package are still being debated. 

There are fears the Greek debt crisis could spread to Italy and Spain. German 
Chancellor Angela Merkel said there remained "many problems to settle". 

As she arrived in Brussels on Wednesday, she said: "The world is watching 
Germany and Europe. They are looking to see if we are ready and able to 
assume our responsibilities during Europe's worst crisis since the end of World 
War II." 

But according to draft summit conclusions there are stil l plenty of details to pin 
down, the BBC's Chris Morris in Brussels reports. 

Higher standards 

The summit has been discussing a number of proposals reportedly agreed on by 
EU officials at the weekend, including: 

• European banks must raise 106bn euros (£92bn; $147bn) in new capital to 
shield them against possible losses to indebted countries 

• The European Financial Stability Facility (EFSF) - the single currency's 440bn-
euro bailout fund - is to be given more firepower, although it is not clear 
how this will be achieved 

• Lenders to Greece will be asked to agree to much deeper losses than the 
21% write-off currently on the table. 

BBC economics correspondent Andrew Walker says tackling the weakness of 
banks is the area where most progress has been made. 

A statement by EU leaders said banks should meet higher standards of financial 
strength but did not give a figure for how much extra they would have to raise. 

It said the banks should try to raise the money privately - but if necessary, they 
would have to turn to public funds. 
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However key points of disagreement remain between the main Eurozone 
powers. 

France had hoped that the European Central Bank (ECB) would support the 
EFSF by providing it with loans that could increase the fund's total capacity to 
2tn-3tn euros. 

But this idea was blocked by Chancellor Merkel. 

Instead, governments are expected to agree that the EFSF can help out 
troubled Eurozone governments such as Italy and Spain by providing partial 
guarantees to investors and banks that lend them more money. 

Stopgap 

BBC business editor Robert Peston says the EU is left with using complicated 
financial engineering that may only boost the EFSF capacity to about 1tn 
euros. 

He says the markets may be disappointed in this move, which may only buy a 
year or so - not enough time for fundamental reform of Europe's debt-ridden 
economies. 

There was also disagreement over the extent of losses that should be imposed 
on Greece's lenders, with Germany seeking a 50%-60% haircut. 

The ECB is said to be against such an increase in potential losses. 

Mrs Merkel and French President Nicolas Sarkozy are now negotiating directly 
with private sector bankers on the Greek debt. 

And difficulty about such details appears to have been behind a decision to 
cancel a meeting of EU finance ministers, which was to have preceded the 
leaders' summit. 

Before flying to Brussels, Chancellor Merkel won a vote in the German 
parliament giving her a mandate to strengthen the EFSF. 

She told MPs it was worth taking the risk to maximize the fund's spending power 
in order to safeguard Germany's future prosperity. 

French Prime Minister Francois Fillon said that if Wednesday's summit ended in 
failure, "this could tip the European continent into unknown territory". 

Italian Prime Minister Silvio Berlusconi was expected to provide only promises of 
economic reforms in Italy, even though other Eurozone leaders have 
demanded he bring concrete plans to Brussels of how the government intends 
to reduce its debt. 

In a long day of talks with his Northern League coalition partner, an agreement 
was reached on the contentious issue of raising the retirement age to 67 by 
2025. 

The BBC's David Willey in Rome says there is l ittle ground for optimism that the 
deal is going to satisfy either Italy's EU partners or international financial 
markets about the country's ability to repay its long-term debts. 
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