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Key Political Issue: 
The Impact of Italy’s Political Deadlock

Summary - Voters in many countries have turned against their politicians, but few to the degree as those in Italy.  This was evident 
in Italy’s parliamentary elections that have resulted in what economists feared most, a deadlocked political system.  With no party or 
coalition immediately able to form a new government, Italy’s fragile economy is likely to be buffeted by rising bond yields and a sharp 
fall in business, consumer and investor confidence.  Moreover, the fact that Italy is the largest economy in southern Europe means 
that Italy’s political situation has the potential to rekindle Europe’s debt crisis at a time when most of Europe remains in a recession.

The Results
• While many experts warned that Italy’s parliamentary elections could result in 
political gridlock, the actual results were nevertheless a surprise to many.  
• As expected, Pier Luigi Bersani’s center-left coalition won control of the lower house 
of the Italian parliament.  
• However, it was barely able to edge out Silvio Berlusconi’s center-right coalition in 
the voting and was unable to secure a majority of the seats in Italy’s powerful Senate.  
• Meanwhile, the Five Star Movement led by comedian Beppe Grillo scored a major 
success by finishing in third place and winning one-quarter of the vote.  
• As Mr. Grillo has stated that he will not work with either coalition, a government with 
a minority in the Senate can be formed or new elections will have to take place.

Debt Crisis Revived
• The overall message of this election was that Italian voters were both fed up with 
their traditional political leaders as well as with the austerity measures that were 
enacted by the government of Prime Minister Mario Monti, who’s centrist coalition won 
just 10.6% of the vote.  
• For Italy, this means that the reforms that are needed to revive the moribund Italian 
economy are unlikely to continue as voters have clearly rejected them.  
• For Europe, this means that the hopes that the debt portion of the region’s economic 
crisis were in the past have been dashed, as Italy’s political uncertainty is spooking 
investors at a time when other economies such as Greece, Spain, Cyprus and 
Slovenia and all facing the potential for needing a bailout from international lenders.

What to Watch For:
• It remains a possibility that the Five 
Star Movement could be convinced to 
join in a new coalition government, but 
this is unlikely.
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Key Economic Issue: 
The World’s Leading Growth Markets for Exports

Summary - While the world’s leading markets for exports remain the world’s largest developed economies in North America, Europe 
and East Asia, exports to a number of key emerging markets are rising at a much faster pace.  Moreover, long-term trends indicate 
that emerging markets will continue to account for an increasing share of the growth for exporters in the years ahead, presenting a 
number of challenges for exporters.  The key to success for exporters in the coming years will be their ability to identify which export 
markets provide the best growth opportunities for their goods and services.

Developed Export Markets
• In the developed world, North America remains the world’s largest export market, 
with the United States and Canada importing nearly $3 trillion in goods last year.  
• Moreover, these two export markets are forecast to grow at a faster pace than most 
other developed economies in the years ahead.  
• The European Union is the world second-largest export market, with the EU 
importing $2.2 trillion in goods last year from outside of the EU.  
• However, many European export markets will struggle to grow due to the region’s 
economic crisis and the longer-term outlook is not very favorable.  
• Finally, the developed economies of the Asia-Pacific region imported around $2.0 
trillion in goods last year, but, apart from Australia, growth is forecast to be weak.

Emerging Export Markets
• Higher rates of growth can be found in export markets in the developing world.  
• For example, China’s importing of goods has risen by nearly 700% of the past 
decade and now stands at nearly $2.0 trillion.  
• In fact, China will surpass the US to become the world’s leading importer within the 
next two to four years.  
• The vast Middle East and Africa region has also recorded a large increase in imports 
over the past decade, with this region having imported nearly $1.4 trillion in goods last 
year, led by the UAE, Saudi Arabia and South Africa.  
• Finally, large emerging markets such as India, Indonesia and Brazil are beginning to 
emerge as major export markets as well.

What to Watch For:
• Export markets such as India and 
Indonesia have yet to meet their full 
potential and will not do so until their 
domestic markets mature.
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Regional Overview: 
North America

Regional Summary:
• Cuban President Raul Castro announced that he would step down in 2018.
• Jamaica’s economic woes continued in recent months.

Castro Sets Retirement Date:
• This week, the 81-year-old Cuban President Raul Castro announced that he would step down as president 
when his second term in office is completed in 2018.
• This followed his re-election as president by the Cuban National Assembly, which is completely dominated 
by Cuba’s ruling Communist Party.
• Meanwhile, the 52-year-old Miguel Diaz-Canel Bermudez was selected as Cuba’s new first vice president, 
putting him in the leading position to be President Castro’s successor in 2018.

A Look Ahead:
Key Issues or Events in the Next Seven Days:
• The sequester issue will dominate the headlines in the United 
States in the coming days and will worry markets around the 
world.

Jamaica’s Economic Woes:
• Jamaica’s economy has been battered by recent hurricanes and a deteriorating fiscal situation in recent 
months, threatening the future of that country.
• In the fourth quarter of 2012, Jamaica’s economy contracted by 0.6% on an annualized basis, due in large 
part to the damage caused by Hurricane Sandy in October 2012.
• Earlier this month, Jamaica was forced to seek a $750 million loan from the International Monetary Fund 
(IMF) as the country’s debt level rose to more than 140% of its total GDP.

Regional Risk Factors to Watch:
• Defense spending cuts in the United States will likely have a 
major impact on the global defense industry, with US defense 
companies becoming more aggressive in their efforts to 
secure foreign contracts.
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Regional Overview: 
South America

Regional Summary:
• Peru’s economy slowed in the last three month of 2012.
• Coffee workers in Colombia went on strike this week.

Peru’s Economy Slows:
• Peru’s economy slowed in the fourth quarter of 2012, growing by 5.9% on an annualized basis during that 
period.
• This slowdown was due mostly to a contraction in the country’s vital mining sector in late 2012, as well as a 
poor performance by the country’s fishing industry.
• Despite this slowdown, Peru remains one of the best performing economies in South America and is forecast 
to continue to exceed the regional growth average in the coming years.

A Look Ahead:
Key Issues or Events in the Next Seven Days:
• Venezuelan President Hugo Chavez has remained out of the 
public eye since returning to Venezuela to continue his cancer 
treatment.

Coffee Workers on Strike in Colombia:
• This week, thousands of coffee workers in Colombia went on strike to demand more government support in 
the face of falling coffee prices and the rise in competition from other coffee-producing countries.
• The strikers want the Colombian government to provide them with more subsidies so that they rebound from 
what was a difficult year for Colombia’s coffee sector in 2012, when Colombian coffee output fell to its lowest 
level in recent decades.
• Colombia is the world’s fourth-largest coffee producer, behind Brazil, Vietnam and Indonesia.

Regional Risk Factors to Watch:
• Economic growth has begun to slow in some of the more 
resilient economies in the Andean region.
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Regional Overview: 
West Europe

Regional Summary:
• Italy’s parliamentary elections resulted in a deadlocked parliament,
• France’s economic woes are mounting.

Italy Deadlocked:
• Italy’s parliamentary elections resulted in a deadlocked political situation that has raised fears of a political 
stalemate in a country in the midst of a worsening recession.
• The country’s main center-left bloc led by Pier Luigi Bersani narrowly won the most votes in the lower house 
of the parliament, but failed to win a majority of the seats in the Senate.
• Italy’s main center-right bloc led by Silvio Berlusconi just missed winning the most seats in the lower house, 
while the Five Star Movement led by comedian Beppe Grillio finished in a strong third position.

A Look Ahead:
Key Issues or Events in the Next Seven Days:
• The head of the Roman Catholic Church, Pope Benedict XVI, 
will make his last public appearance this week before stepping 
down from the papacy.

France’s Economic Concerns:
• In many ways, France is a country that is both a part of northern Europe and southern Europe.
• In recent months, there were fears that the French economy is becoming more like its embattled southern 
neighbors, with the French economy first stagnating and then contracting in late 2012.
• Worse, France’s economic competitiveness vis-à-vis Germany or many non-European economies has 
deteriorated sharply in recent years, threatening to further reduce longer-term growth prospects.
• So far, France’s Socialist government has done little to reform the French economy.

Regional Risk Factors to Watch:
• Italy’s election result could lead to new elections in the near 
future if a new coalition government cannot be formed.
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Regional Overview: 
Central and East Europe

Regional Summary:
• Bulgaria’s government resigned en masse last week.
• Nicos Anastasiades was elected as the new president of Cyprus.

Bulgarian Government Resigns:
• Last week, Bulgarian Prime Minister Boiko Borisov and his government abruptly resigned following major 
protests against the government’s recent austerity measures and the rising price of electricity in Bulgaria.
• As a result, early parliamentary elections are expected to take place in April 2013, three months ahead of 
schedule.
• The level of political instability in Bulgaria has risen in recent months due to rising anger at the level of 
corruption in Bulgaria and the government’s resignation is likely to lead to even more unrest in the near future.

A Look Ahead:
Key Issues or Events in the Next Seven Days:
• Random testing for horse meat in beef products will begin 
this week across the European Union and will last for three 
months.

A New President in Cyprus:
• In last weekend’s second round of voting in Cyprus’ presidential election, center-right candidate Nicos 
Anastasiades was elected as that country’s new president.
• Mr. Anastasiades defeated the second-placed finisher in the first round of voting, the far-left candidate 
Stavros Malas, by a margin of 57.5% to 42.5%.
• The president-elect will have to work quickly to deal with Cyprus’ mounting debt crisis and he has vowed to 
reach a fast deal with foreign lenders to secure a bailout of Cyprus’ failing economy.

Regional Risk Factors to Watch:
• Slovenia is moving closer to needing an international bailout.
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Regional Overview: 
Middle East and North Africa

Regional Summary:
• Iran continued to expand its nuclear program as talks on this program took place this week in Kazakhstan.
• Egypt’s upcoming parliamentary elections could add to the unrest in that country.

Iran’s Nuclear Program Moves Ahead:
• This week, talks on Iran’s nuclear program took place in Kazakhstan and included the United States, China, 
Russia and three European countries.
• This meeting followed reports that Iran has tripled its uranium reserves in recent months and is hoping to 
build 16 new nuclear reactors over the next 15 years.
• Last week, Iran announced that it had upgraded its centrifuges, a key step towards being able to have the 
capability to build nuclear weapons.

A Look Ahead:
Key Issues or Events in the Next Seven Days:
• Syria’s political opposition will meet with world leaders at 
talks taking place in Italy later this week.

The Latest from Egypt:
• Political tensions have risen sharply in Egypt in recent months and the country’s upcoming parliamentary 
elections that will begin in April 2013 could further destabilize the country.
• These elections were moved forward by Egyptian President Mohammed Morsi, angering many of the 
country’s leading political opposition parties.
• This week, Egypt’s leading opposition group, the National Salvation Front (NSF), announced that it would 
boycott the elections.

Regional Risk Factors to Watch:
• Syria’s infrastructure is crumbling as that country’s civil war 
continues.
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Regional Overview: 
Sub-Saharan Africa

Regional Summary:
• A peace deal was signed aimed at bringing political stability to eastern parts of the Democratic Republic of Congo.
• South African GDP growth was 2.1% in the last quarter of 2012.

Congo Peace Deal:
• Last weekend, a number of African leaders signed a deal aimed at bringing peace to the troubled eastern 
region of the Democratic Republic of Congo.
• The deal was brokered by former United Nations Secretary General Kofi Annan and was signed in the 
Ethiopian capital, Addis Ababa.
• Since the insurgency by the M83 rebel group began in May 2012, more than 800,000 have been driven from 
the homes in the eastern Democratic Republic of Congo.

A Look Ahead:
Key Elections in the Next Seven Days:
• Presidential and parliamentary elections will take place next 
week in Kenya.

South African Rebound:
• South Africa’s economy performed a little better than expected in the fourth quarter of 2012, growing by 2.1% 
on an annualized basis.
• As a result, the South African economy grew by 2.5% for the year in 2012, down from the 3.5% growth 
recorded in 2011.
• While the strikes at some of the country’s largest mines held back growth in late 2012, South Africa’s 
manufacturing and finance industries performed strongly.

Regional Risk Factors to Watch:
• A splintering of the M23 rebel group could lead to more 
unrest in the eastern Democratic Republic of Congo, despite 
the recent peace deal.
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Regional Overview: 
Central and South Asia

Regional Summary:
• US special forces were ordered out of a province in central Afghanistan.
• India receives more remittances from workers outside of the country than any other country.

US Special Forces Evicted:
• Last weekend, Afghanistan’s President Hamad Karzai ordered all United States special forces to leave the 
Wardak province in central Afghanistan within the next ten days.
• This followed allegations of kidnappings and torture by Afghan forces that were fighting together with US 
special forces.
• Wardak province is near Kabul and has been the scene of a major counter-insurgency operation by US and 
Afghan forces in recent months.

A Look Ahead:
Key Issues or Events in the Next Seven Days:
• India’s economic growth data from the fourth quarter of 2012 
is eagerly awaited as that country’s economy has struggled 
mightily over the past year.

The Importance of Remittances in India:
• Despite the growth recorded by the Indian economy in recent decades, India continues to be the world’s 
largest recipient of remittances from workers outside of the country.
• In 2012, India recorded $70 billion in remittance inflows, more than China ($66 billion), Mexico ($24 billion) 
and the Philippines ($24 billion).
• India has been the world’s leading recipient of remittances for much of the past 25 years as huge numbers of 
Indians are working abroad.

Regional Risk Factors to Watch:
• Power shortages could become a major hindrance to 
economic growth in Pakistan.
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Regional Overview: 
East Asia and Pacific

Regional Summary:
• Park Geun-hye was sworn in as the new president of South Korea this week.
• Hong Kong’s economy slowed sharply last year.

South Korea’s First Female President:
• This week, the 60-year-old conservative Park Geun-hye (the daughter of former dictator Park Chung-hee) 
was inaugurated as South Korea’s first female president.
• She takes power at a time of renewed tensions on the Korean Peninsula following North Korea’s nuclear test 
earlier in the month.
• In addition, South Korea’s economy has slowed over the past year as a result of weaknesses in many key 
export markets.

A Look Ahead:
Key Elections in the Next Seven Days:
• Parliamentary elections will take place next week in the 
Federated States of Micronesia.

Efforts to Boost the Hong Kong Economy:
• This week, the government of Hong Kong introduced a series of new measures designed to boost growth in 
Hong Kong.
• The government will introduce a number of stimulus programs such as new investments in Hong Kong’s 
infrastructure and job creation activities.
• Hong Kong’s economy expanded by just 1.4% in 2012, the lowest rate of economic growth since the 
recession of 2009.

Regional Risk Factors to Watch:
• China’s state-run media have remained highly critical of 
Japanese Prime Minister Shinzo Abe’s policies, highlighting 
the high level of tension between China and Japan.
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Italy’s economy is one of only two in the European Union (Portugal is the other) in 
which economic outlook is smaller today than it was when the euro was introduced in 
1999.  Moreover, no major developed economy has received less foreign investment in 

recent years than Italy.

Statistics in Focus: 
Italian Economic Statistics
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