
 � Two vast economic forces dominated the macroeconomic story of 
2009. On the one hand, forced deleveraging and inventory liquidation 
led to a huge contraction in demand. On the other hand, the largest 
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offset these forces. Thus far, the latter effect has succeeded in offsetting 
the extreme negative effects of the former, and markets naturally 
��
������
����������	�


 � 
�

��
����
����
����
���
��	����
���
�������	
���
�
���

������


will have to be gradually reduced. For equity markets to continue 
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stand on its own two feet, without relying on government aid. There 
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be the case.

 �  First, credit growth in the major economies needs to show some 
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credit has been anaemic. Central banks have generated a huge increase 
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mode. Whether or not this reverses in 2010 will be a key determining 
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higher social security costs) and the banking bailouts have caused 
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Current forecasts suggest that the UK economy will be running a 
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cut and taxes likely rise. Indeed, recent academic research has shown 
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DISCLAIMER:The information contained herein, including any expression of opinion, is for information purposes only and is given on the understanding that 
anyone who acts on it, or changes their opinion thereon, does so entirely at their own risk.
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growth tends to be more muted. The situation in the UK is made more 
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market interest rates below where they would otherwise be. At some 
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key emerging markets such as Brazil, Indonesia and China all showing 
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stimulus. The sustainability of this situation is crucial for the UK and 
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demand going forward. The main risk is that domestic consumer 
demand within emerging markets will not be strong enough to offset 
a structural decline in demand in the US and UK driven by ongoing 
consumer deleveraging. 

 �  Notwithstanding these risks, equity markets have continued to move 
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levels, although certain cyclical areas are now discounting relatively 
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