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Agenda

How did we get here?
− Factors creating the bubble
− Game over
− Contagion effects
Global Responses
Impact on Asia
− China
− Japan
− India
− South East Asia
Conclusion
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Period of low interest rate environment ......

Source: US Federal Reserve System; Factset
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All forms of debt exploded

Ratio of Non-Financial Debt to GDP 

Sources: Federal Reserve, Credit Suisse
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...led to easy credit and inflated housing 
prices until the crisis...

Ratio of median existing single-family home prices/median family income

Sources: NAR, Census, Credit Suisse 
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… the credit crunch: tighter mortgage 
lending...

Net percentage of domestic respondents tightening credit standards on mortgages 
to individuals

Sources:  Federal Reserve; BEA; Haver Analytics; Credit Suisse 

Lending survey: 
Credit standards on mortgages
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...markets became jittery and counterparty 
risks ratcheted up

Sources: Bloomberg, Credit Suisse
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Sources: Federal Reserve, Credit Suisse

Ratio of M2 to Monetary Base
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Asia stock markets reflecting contagion
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Spreads and credit protection rates widened 
considerably
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Global Responses
Interest rate reductions

− US Fed cuts interest rates three times since Aug 2007
Open Market Operations

− Government intervention in currency markets e.g. South Korea, 
Japan, etc.

− Term Auction Facility (“TAF”) program
− Primary Dealer Credit Facility 
− Commercial Paper Funding Facility
− Central banks widening the band of acceptable collaterals 
Bailouts and nationalization of banks

− Fannie Mae, Freddie Mac, AIG, Northern Rock, etc.
− TARP program

− Injection of funds by US Fed into banks e.g. JP Morgan, Citibank, 
etc.

− Europe: UBS, ING, Fortis, Dexia, Hypo, etc.
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Global Responses
Fiscal Stimulus

− USA: US$150BN (second stimulus package proposed to Congress)
− South Korea: US$11BN
− Australia: US$7.4BN
− China : US$586BN
Deposit guarantees by governments
− Asia and Europe
− Temporary increase in FDIC coverage in the US
Market interventions
− Short selling bans
− Shut down of stock exchanges e.g. Indonesia
− Suspension of mark-to-market accounting rules
Inter-government and multi-lateral facilities
− ASEAN + 3 swap agreement
− Swap lines between the US with Singapore, Brazil, Mexico and 

South Korea
− IMF program for Ukraine to Hungary and Iceland
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Sources: Federal Reserve, H.4.1; Credit Suisse

Reserve Bank Credit: $ billions

Conventional monetary easing remains inadequate
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Recent lead indicators point to a global retrenchment

Sources: © Datastream International Limited ALL RIGHTS RESERVED, Credit Suisse.
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Sources: © Datastream International Limited ALL RIGHTS RESERVED, Credit Suisse.

Note: We use the IMF’s definition of global recession being global growth dropping to 3% or below

… and a global recession
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Impact on Asia
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APAC to remain resilient

Asian Financial Crisis 
− Corporate balance sheets are stronger
− Asian governments better prepared
Banking system more robust and better capitalized
− Consolidation of the banking sector
− NPLs substantially reduced
− High liquidity: Loan to Deposit ratio below 100%
Stronger fiscal position
Robust FX reserves
Strong domestic consumption
Lower commodity prices
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Percentage share of Asian regional consumption will 
continue to grow

Source: CEIC, IMF, Credit Suisse Estimates
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Healthy intra-Asian trade provides some cushion from 
anemic growth in the US and Europe

Intra-East Asian Trade (Percent of Total Trade)

Source: IMF, Direction of Trade Statistics National Statistics
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Focus in Asia has shifted from inflation to growth -
interest rates are low and likely to fall

Source: CEIC, Credit Suisse estimates

Asia: key interest rates – Asian financial crisis (1998) versus now 
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Asian corporations are not over-leveraged

Asian corporates (ex. financials): net debt-to-equity (%) 
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Asian FX reserves are robust
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Forecasted GDP growth rates for Asia 
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Impact on China
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China is slowing down sharply….

Sources: CLIC, Credit Suisse
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A switch from exports  ... 

Minimum wages (RMB/month)

Sources: Ministry of Labor and Social security, Credit Suisse

0

200

400

600

800

1,000

1,200

1995 1997 1999 2001 2003 2005 2007

Shanghai
Guangzhou
Dongguan

270

350

320

770

960

860



\\c
hk

g1
4p

20
03

2\
ib

ds
ha

re
d3

$\
D

TP
_P

re
se

nt
at

io
ns

\C
hi

a,
 S

u
Ye

n\
M

as
te

rV
er

1 
3 

(d
tp

2)
.p

pt
 / 

11
/1

2/
20

08
 / 

2:
33

 P
M

Confidential

… towards consumption

Change in average monthly personal income in the past three years
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Impact on Japan
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On-going funding surplus in the economy

Source: BoJ, Credit Suisse
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Amongst OECD nations, Japan is 
competitively placed in the global market

Competitive positions (CY2007)
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Japan’s housing market is least vulnerable to 
downturn

Japan's House Price Ratio
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Japan’s House Price Ratio
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High net wealth and low levels of liabilities result in 
less impact on Japanese households

Source: OECD Economic Outlook: June No. 83 - Volume 2008 Issue 1 - OECD © 2008
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Impact on India
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Interest rate reductions is a positive development for 
Indian corporate earnings

Source: I/B/E/S, MSCI, Bloomberg, Credit Suisse estimates 
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Indian stock prices are competitively priced 

Source: I/B/E/S, Credit Suisse estimates 
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Impact on Smaller APAC Economies
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Exports as % of GDP

Which Asian countries are most vulnerable?

Source: CEIC, Credit Suisse 
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Conclusion
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Share of World GDP 1820-2007  (% of World Total GDP)

Sources: 1820-1973: A. Maddison, “The World Economy – A Millennial Perspective”, 
1997-2007: IMF World Economic Outlook Database.

A historical perspective
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CS does not provide any tax advice. Any tax statement herein regarding any US federal tax is not intended or written to be 
used, and cannot be used, by any taxpayer for the purpose of avoiding any penalties. Any such statement herein was 
written to support the marketing or promotion of the transaction(s) or matter(s) to which the statement relates. Each 
taxpayer should seek advice based on the taxpayer's particular circumstances from an independent tax advisor.

These materials have been provided to you by Credit Suisse ("CS") in connection with an actual or potential mandate or engagement and may not 
be used or relied upon for any purpose other than as specifically contemplated by a written agreement with CS.  In addition, these materials may 
not be disclosed, in whole or in part, or summarized or otherwise referred to except as agreed in writing by CS.  The information used in preparing 
these materials was obtained from or through you or your representatives or from public sources.  CS assumes no responsibility for independent 
verification of such information and has relied on such information being complete and accurate in all material respects.  To the extent such 
information includes estimates and forecasts of future financial performance (including estimates of potential cost savings and synergies) prepared 
by or reviewed or discussed with the managements of your company and/or other potential transaction participants or obtained from public 
sources, we have assumed that such estimates and forecasts have been reasonably prepared on bases reflecting the best currently available 
estimates and judgments of such managements (or, with respect to estimates and forecasts obtained from public sources, represent reasonable 
estimates).  These materials were designed for use by specific persons familiar with the business and the affairs of your company and CS assumes 
no obligation to update or otherwise revise these materials.  Nothing contained herein should be construed as tax, accounting or legal advice.  You 
(and each of your employees, representatives or other agents) may disclose to any and all persons, without limitation of any kind, the tax treatment 
and tax structure of the transactions contemplated by these materials and all materials of any kind (including opinions or other tax analyses) that 
are provided to you relating to such tax treatment and structure.  For this purpose, the tax treatment of a transaction is the purported or claimed 
U.S. federal income tax treatment of the transaction and the tax structure of a transaction is any fact that may be relevant to understanding the 
purported or claimed U.S. federal income tax treatment of the transaction.

CS has adopted policies and guidelines designed to preserve the independence of its research analysts.  CS’s policies prohibit employees from 
directly or indirectly offering a favorable research rating or specific price target, or offering to change a research rating or price target, as 
consideration for or an inducement to obtain business or other compensation.  CS’s policies prohibit research analysts from being compensated for 
their involvement in investment banking transactions.


