
	  

October 2012 

Dear Members, 
 
Welcome to the October 2012 edition of the GCEL Newsletter! Several activities 
and events are already planned for the months ahead so get yourself 
acquainted with our new members, and enjoy reading about this month’s 
economic highlights. 
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PORTUGAL REVEALS TOUGH 2013 BUDGET 
BBC News, Business 
15 October 2012  
 

The Portuguese government has revealed details of its draft budget for 2013, 
one of the harshest in the country's recent history. 

Finance Minister Vitor Gaspar confirmed the average income tax rise would 
increase from 9.8% in 2012 to 13.2% next year. 

Portugal was granted a 78bn-euro ($100bn; £63bn) bailout last year. 

Mr. Gaspar said the budget was the only way for the country to meet its targets 
under the bailout. 

"We have no room for maneuver," he said. 

"Asking for more time [under the bailout] would lead us to a dictatorship of 
debt and to failure." 

He also announced spending cuts worth 2.7bn euros next year, which would 
include laying off 2% of the country's 600,000 public sector employees. 

About 2,000 protesters gathered outside parliament on Monday to demand the 
resignation of the government, chanting: "The people united will never be 
defeated." 

Mr. Gaspar said the budget would allow Portugal to reduce its budget deficit 
to 4.5% in 2013. It must eventually get its deficit below the European Union 
target of 3% of GDP. 

Portugal is currently experiencing its worst recession since the 1970s, with the 
unemployment rate above 15%, and predicted to rise to 16.4% next year. 

Opposition Socialist Party leader Antonio Jose Seguro described the draft 
budget as "a fiscal atomic bomb". 
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Portugal's main trade union, the CGTP, said it was "an attack on the dignity of 
the people" and daily newspaper Diario Economico declared it "an insult to 
the Portuguese people". 

Wages hit 

As in Spain and Greece, Portugal has seen huge street protests against the 
austerity cuts that are needed to meet the demands of the bailout. 

In September, the government decided not to raise social security 
contributions next year from 11% to 18% after protests against the proposed 
move. 

A general strike is planned for 14 November. 

The income tax rise in the budget amounts to a month's wages for many 
workers. 

The budget also reduces Portugal's income tax brackets from eight to five, 
and there will be a one-off 4% surcharge tax on all workers' earnings in 2013. 

Capital gains tax will increase from 25% to 28%. 

The government expects the economy to shrink by at least 3% this year and 
by 1% next year, although many economists forecast a greater contraction in 
2013. 
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UK ECONOMY RETURNS TO GROWTH WITH HELP FROM OLYMPICS 
BBC News, Business 
25 October 2012  
 

The UK economy emerged from recession in the three months from July to 
September, helped by the Olympic Games. 

The economy grew by 1.0%, according to official gross domestic product 
figures (GDP), which measure the value of everything produced in the country. 

The Office for National Statistics said that Olympic ticket sales had added 0.2 
percentage points to the figures. 

The figures are welcome news for business and ministers, said the BBC's 
economics editor Stephanie Flanders. 

"The positive 'surprise' in these figures is largely to be found in the service 
sector, which is estimated to have grown by 1.3% in the third quarter, after 
shrinking by 0.1% in the three months before," she said. 

The data also exceeded expectations from economists, who had predicted an 
increase of 0.6% in the quarter. 

'Right track' 

The economy had been in recession for the previous nine months and has stil l 
not recovered the levels of output seen before the financial crisis in 2008. 

The ONS said that beyond the effect of ticket sales, it was hard to put an exact 
figure on the Olympic effect, although it cited increased hotel and restaurant 
activity in London as well as strength from employment agencies. 

The GDP figures were also enhanced by comparison with the previous three 
months, because the second quarter had an extra public holiday as part of 
the Diamond Jubilee celebrations in June, as well as unusually bad weather, 
which reduced growth. 

"There is stil l a long way to go, but these figures show we are on the right 
track," said Chancellor of the Exchequer George Osborne. 

"Yesterday's weak data from the eurozone were a reminder that we still face 
many economic challenges at home and abroad." 

Shadow chancellor Ed Balls praised the news but said that the figures "show 
that underlying growth remains weak". 



	  

	  	  	  

MEMBER IN FOCUS 

MR. MUHAMMAD A. AGHA 
Regional Deputy Director at GCEL 
 
MR. MUHAMMAD A. AGHA holds an MBA, with Strategic 
Management focus from Davenport School of Business 
(USA), and an honorary graduate diploma in International 
Political and Economic Studies from Georgetown University 
(USA).  
  
Prior to joining GCEL, Agha's experience in the USA and 
Arab world includes 11 years of developing and 

implementing partnership initiatives with global leaders including United 
Nations, Financial Times and Ernst & Young.   
 
He was named MENA's Champion by the United Nations Development 
Programme for private, public and civic sector partnerships and resource 
mobilization for 5 years (2008-2012) and served as the lead expert on 
launching the partnerships networks based initiative, the UN Global Compact, 
in Iraq, Lebanon and Syria.  
  
Agha is active in a number of prestigious civil society organizations including 
The Liberty Fund (USA), International Institute for Political & Economic Studies 
(Greece), World Affairs Council of America (USA), The Fund for American 
Studies (USA), and Davenport University Students Ambassadors Club (USA).  
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"A one-off boost from the Olympics is welcome," he said. "But it is no 
substitute for a plan to secure and sustain the strong recovery that Britain 
desperately needs if we are to create jobs, get the deficit down and make 
people better off." 

The data is a preliminary estimate from the ONS, meaning that the third-
quarter figures could be revised higher or lower. 

"While the news is positive, the estimate must be put in context," said David 
Kern, chief economist at the British Chambers of Commerce. 

"The 1% GDP figure for the third quarter is affected by distortions in the 
second quarter due to the Jubilee and Olympic ticket sales. Compared to a 
year earlier, the figures show that the economy is stagnant." 

The ONS said that the economy had contracted by 6.4% between the start 
of 2008 and the middle of 2009, and had since recovered about half of that 
lost output. 

The level of output in the third quarter of 2012 was almost exactly the same 
as it had been in the third quarter of 2011. 


