CLARET CONSULTINGi1c

Putting Growth in Perspective
Brien Desilets
October 2011

There has been much ado about emerging market growth recently, especially in light of
disappointing figures from the developed world’s economies. While the US and other
developed economies shrank in 2009 and now are struggling with growth around 1.5
percent, India and China reached growth rates above 10 percent. Brazil also has gained
much attention although its economy grew only 3.8 percent in 2011 after a spike of nearly
7.5 percent in 2010.

Double-digit growth rates certainly are humbling for economies experiencing 1.0-1.5 percent
growth rates and facing unemployment rates near 10 percent. Government and business
leaders in these countries do need to re-examine economic fundamentals and policies. And,
as Chairman Bernanke reminded us recently, we can learn from the policies of the emerging
markets.

Top Countries!/States by 2010 GDP
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emerging markets and other economies of the world. The top 20 of this mixed list appears
in the table below'. What may surprise many of the town criers announcing the end of US
hegemony and the unemployed listening to daily reports about the rise of India and China is
that the US still is in fact the largest economy in the world. China is number 2. And, even
though the US economy is a mere 2.5 times the size of China’s, its population is less than a
quarter, which means that its per capita GDP is more than 10 times that of China’s. Perhaps
the reminder of this will help to restore a small amount of American pride among readers.

! International data from the International Monetary Fund’s World Economic Outlook. US State data from
the Bureau of Economic Analysis.
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Which of the emerging market giants is next on the list? There’s Brazil with a $2 trillion
economy. Is that larger Well, it is about 10 percent larger than California’s economy. One
minor detail: its population is more than 5 times that of California’s. That means its per
capita GDP is about one fifth of California’s. Sing on, Katy Perry!

The South Asian set will no doubt be disappointed to find India listed below California in
the ranking. That’s right, the debt-laden basket case among US States has an economy larger
than the emerging giant and with a population barely more than 3 percent of its neighbor
across the seas. California’s per capita GDP is a mere 37 times that of India’s. Can you feel
it nipping at your heels?

Also in the trillion-dollar club, Top 20 Countries/States by Per Capita GDP
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right in there between Russia, MO_|Country/State GOP (mins US$) | (mins)
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Let’s turn now to per capita GDP.
Which locale tops the list, Singapore, United Arab Emirates, Saudi Arabia? Would you
believe it is the US capital, the District of Columbia? No, me neither, but there it is in black
and white. The next three may not be too surprising: Luxembourg, Norway (yes, some
countries outside the Middle East have oil, too), Qatar. But then there’s Delaware, Alaska
and Wyoming! These are states in my own country. What are they doing in the list? And
there’s Switzerland, the centuries-old banking capital filled with secret accounts and exclusive
ski resorts right next to...Connecticut? Very interesting. Good old New York still pulls
some weight, ranking above UAE. Impressivel Massachusetts, New Jersey and Virginia all
rank in the top 20. In fact, 13 of the top 20 are US states. Not too bad for a fallen empire!

Developing countries need to grow fast. They need to grow fast to attain our level of
development. In the US 100 percent of the population has access to water sanitation. In
China and India, it’s less than 60 percent for the urban population and around 20 percent for
the rural population in India. Mobile phone subscriptions are at 87 percent in the US, 48
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percent in China and 29 percent in India®. These are the rates to remember next time you
hear that these countries are growing at 10 percent while the US is growing at only 1.3
percent. Their growth is not a threat to us. In fact, just the opposite is true. The real threat
to us is if these countries do not grow and their populations continue to suffer from low
living standards and access to basic needs.

Population, Health & Environment Data

Percent of Population Who
Use Improved Sanitation

IMobile Phone
Subscribers
per 100

Country Inhabitants Urban Rural
s a7 100 a4
Brazil 7a ar 37
India 28 54 21
China 43 a8 52

2 Population Reference Bureau.



