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TRENDS TO KEEP AN EYE ON  
Australia – an income tax surcharge to pay for flood 
damage; Belgium – still no government and the risk of a 
lowered credit rating; Japan – S&P’s has pared the 
country’s rating; Nigeria -- tightened monetary and 
credit policies; Spain – a new push to clean up the cajas; 
United States – a staggering new deficit projection. 
 

AUSTRALIA  

It will take time for the full impact of the floods to be 
established. During this time, the Reserve Bank will 
hold off on any interest rate increases. In the medium- to 
longer term, though, rebuilding will give the economy a 
boost and will threaten to raise inflation. The RBA will 
then be quick to tighten its policy. 
 
EGYPT  
The key question is whether the current upheavals will 
lead to greater democratization or to a takeover by 
Islamic militants. This means that developments in the 
weeks ahead will be of enormous significance, not just 
for Egypt, but for the region and the world. 
  
GERMANY  
The economy expanded last year at the fastest pace in 
two decades and entered 2011 with a good head of 
steam. This does not seem to help Chancellor Merkel 
politically, however, as Germany heads into an election 
season in which seven state ballotings will test her 
coalition. 
 
IRELAND  
Budget legislation allowing the EU/IMF bailout to go 
ahead will almost certainly be passed before the 
government is dissolved and a new date for elections is 
set, but the terms of the financial rescue package will be 
hotly debated before and after the balloting. 
 

 

IVORY COAST  
Economic prospects are getting dimmer by the week as 
the international diplomatic and financial communities 
seek to dislodge Laurent Gbagbo with sanctions and 
attempts to isolate him. Foreign companies active in the 
country are left with no good options, and the same is 
true for foreign (mostly French) banks.  
 
JAPAN  
The increasingly unpopular government of Prime 
Minister Naoto Kan, facing a sharply divided 
parliament, is headed for a number of likely crises  as it 
seeks to pass the budget for the coming fiscal year and to 
launch critically important pension and tax reforms. 
 
LEBANON  
The nomination of a new PM with a mandate from 
Hezbollah has not done anything to resolve the political 
crisis. But it did make it clear that the power to influence 
events has shifted quite unmistakably from the West to 
Syria and Iran. In the longer run, the Lebanese economy 
will be the worse for it. 
 
TURKEY  
Unafraid of the risk of inflation, the CB is continuing to 
cut interest rates while raising reserve requirements. 
This has lowered the lira’s exchange rate, but has also 
unsettled debt and equity markets; whether it will curtail 
the current-account BoP deficit remains to be seen. 
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