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Dear Members, 
 
Welcome to the February 2011 edition of the GCEL Newsletter! It is planned to 
execute a Memorandum of Understanding (MOU) with Malaysia’s Tecnology 
Arm, MDEC, with the aims of lowering the cost of trade from 11% to 6% and 
saving Malaysia USD 8.9 Bill ion a year. 
 
Stay tuned! 
 
GCEL Executive Committee 
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EUROZONE AGREES BAIL-OUT FUND OF 500BN EUROS 
BBC News, Business 
14 February 2011 

Eurozone finance ministers have agreed to set up a permanent bail-out fund 
for the region of 500bn euros (£420bn; $673.2bn). 

The fund, which will be called the European Stability Mechanism (ESM) will 
replace the current 440bn euro European Financial Stability Facility (EFSF). 

The EFSF was set up last year to provide support to eurozone countries. 

The agreement comes a month ahead of expectations, and is one of many 
decisions to be made on the fund. 

The new ESM will be part of a "comprehensive package" of measures 
European leaders are hoping to agree in late March to resolve the eurozone 
debt crisis that has overshadowed the region for the past year. 

The chairman of eurozone finance ministers, Jean-Claude Juncker, told a news 
conference: "We've already agreed on the volume of the lending capacity of 
the ESM. We've agreed on the amount of 500bn euros, and this will be subject 
to regular revision." 

The current EFSF, which was designed as a temporary facility to last until 2013, 
has a notional 440bn euros at its disposal but in reality can only lend out about 
250bn euros because of the amount it has to keep back in order to be strong 
enough to keep its borrowing costs low. 

Mr Juncker said that the 500bn euros promised to the new mechanism would 
constitute its effective lending capacity. 
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Early days 

Apart from the eurozone, the new ESM would also get cash from the 
International Monetary Fund (IMF) and, possibly, from voluntary contributions 
from non-euro one European Union countries. These matters have not yet been 
discussed. 

The Economic and Monetary Affairs Commissioner, Olli Rehn, said: "The 
unwritten understanding with the IMF is that there can be 50 cents to one euro 
that the Europeans have themselves contributed to such operations as we 
have for instance in the cases of Greece and Ireland." 

That would imply a potential IMF contribution of 250bn euros, the same amount 
as is currently available. 

Current support also includes 60bn euros from the European Financial Stability 
Mechanism (EFSM). 

Mr Juncker warned that decisions about the ESM were in their early stages: 
"What I'd like to say is that both the EFSF and ESM are not the subject of overall 
agreement until everything is agreed. Nothing is agreed until everything is 
agreed." 
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JAPAN LOGS FIRST TRADE DEFICIT IN ALMOST TWO YEARS 
Brisbane Times 
23 February 2011 

Japan posted its first trade deficit in almost two years last month, officials said 
Wednesday, amid rising commodity prices and weak demand for its exports 
ahead of China's Lunar New Year holiday. 

The finance ministry said exports, a key driver of Japan's economy, rose just 1.4 
percent in January -- the 14th consecutive month of growth, but a well off the 
13 percent on-year surge in December. 

That came as instability in the Middle East and North Africa pushed the price of 
oil and other commodities up amid concerns supplies could be cut, sending 
resource-poor Japan's import bill up 12.4 percent. 

And analysts warned that with commodity prices looking set rise further Japan 
could see its cost of imports continue to grow. 

The trade deficit for export-dependent Japan, which is struggling to revive its 
sagging economy, stood at 471.42 billion yen ($5.7 bill ion), compared with 
forecasts for a 49.6 bill ion yen surplus. 

"Exports to China grew by only one percent in January, compared with 20.1 
percent in December," said a finance ministry official. 

"Overall exports, mainly to China and other parts of Asia where people 
celebrate the Lunar New Year holiday, slowed because of shipping 
adjustments," he said of the lead-up to the holiday in early February. 

The economy, hit hard by the global downturn, is however broadly gathering 
steam as wider overseas demand remains strong, and officials predict the 
trade balance will swing back to black soon. 

"The global economy has been recovering since late last year while a relatively 
lower yen is also helping Japanese exporters," said Hiroshi Watanabe, 
economist at Daiwa Institute of Research. 

Japan's economy has been buffeted in recent months by a strong yen, which 
made exports more expensive and eroded companies' repatriated profits. 

However, it has eased off its 15-year high of 80.21 against the dollar struck in 
November and is currently sitting around the high 82 yen mark. 

Japan reported last month its trade surplus more than doubled in 2010 and 
exports to key trade partner China had hit a record high, as robust overseas 
demand indicated gathering momentum for its recovery. 
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December's 13 percent growth in exports, the second consecutive monthly 
acceleration, also showed the economy, highly reliant on auto, electronics 
and machinery exports, was starting to bounce back. 

But Watanabe said the trade balance could be squeezed further in the 
coming months because of higher commodity prices, especially crude from 
the Middle East where Japan sources 90 percent of its oil. 

"There are three main factors behind the surging commodity prices," he said. 
"Emerging economies are expanding further. Speculative capital is also hiking 
prices due to monetary easing policies of the world's major economies. 

"Finally, the instability in the Middle East is pushing prices of oil and other 
resources higher." 

Prime Minister Naoto Kan Tuesday summoned his key ministers for an 
emergency meeting as oil soared to two-year highs amid escalating violence 
in Libya and instability elsewhere in North Africa and the Middle East. 

Wednesday's trade data showed Japan's January imports at 5.44 tril lion yen as 
the country was forced to pay more for iron ore and petroleum products as 
well as oil. 

Exports were 4.97 trill ion yen, modestly higher than a year earlier, thanks partly 
to demand for steel and construction machinery. 

The Bank of Japan this week upgraded its view of the economy for the first 
time in nine months on accelerating global growth but kept its easy monetary 
policy in place due to persistent deflation. 

Japan's real gross domestic product slipped an annualised 1.1 percent in the 
December quarter as expiring auto subsidies hit car sales, a new tobacco tax 
sapped cigarette demand and a strong yen hurt exports. 

But the contraction was smaller than expected, and there are hopes the 
economy will pick up this quarter on improving demand from key partners 
such as China, which overtook Japan in 2010 as the world's second economy. 
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