
Global Economic Outlook: Signs of Improvement 
 

There are a number of global economic indicators that are showing significant improvement over the last 

several months and there are a number that seem, at least to not be getting any worse.  First we are seeing 

improving economic growth in China. This is important for us because both our resource and technology 

investments will benefit from an acceleration of Chinese domestic demand and export growth. Of special 

significance is the growth in Chinese oil demand. In the fourth quarter of 2012 Chinese oil demand grew 
10% year over year and gasoline demand grew by 17%. As a result of this demand, global oil consumption 

rose by 1.6 million barrels per day in the fourth quarter compared with estimates of only 340 thousand 

barrels per day. The rest of Asia, especially Southeast Asia, continues to show strong economic growth. 

South and Central America are also reporting improving economic growth rates. Europe remains in a 

recession and although the worst appears to be over, huge structural problems remain due to high levels of 

unemployment and debt. 

 

In the U.S, the strength in the housing market has been a positive contributor to domestic economic growth 

for the first time in many years.  An offset to this is business fixed investment which is slow due to the 

uncertainty in domestic fiscal policy. However, there is one sector where we are seeing strong growth in 

fixed investment and that is energy. Last year the energy sector accounted for only 1% of U.S. GDP, but 5% 
of the growth in GDP. Energy accounts for 9% of business fixed investment, four times the level of the 

1990’s and 17% of the growth in real business fixed investment since 2009. Last year Energy accounted for 

9% of industrial production and 28% of the growth in industrial production. This investment in energy assets 

has led to a renaissance in U.S. oil production which has grown by over 700,000 barrels per day over the last 

year to the highest level in 20 years. This growth in production is displacing foreign imported oil which 

accounts for 41% of our merchandise trade deficit.  Consumers in the U.S. are benefiting from lower U.S. oil 

prices which are trading at $15 per barrel discount to global benchmark oil prices. We are also benefiting 

from lower natural gas prices which are 60% to 70% less than global natural gas prices. In 2012 the U.S. 

natural gas fuel bill was $123 billion dollars, $30 billion less than 2011.  

 

Global equity markets have performed well since the U.S. Congress and the President agreed to a tax 

package at the end of December. Global fixed income markets have not performed well. In the U.S. Treasury 
bond yields have risen by over a quarter of a percent. This may not seem like much, but when you are talking 

about 1.5% to 2.5 % yields, this is a big move. Since the financial crises in 2008 the asset of choice has been 

fixed income and by extension high yielding equities. The move into yield advantaged assets has been 

massive and some have noted the similarity of this move to other financial asset bubbles.  

 

 

 

 

 

 

 
 

 

 

 

 

 



 


