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Get, Set, and

An overview of 2010 China Trade Mission
by Ben Leung, Mission Co-Chair and
Immediate Past President of RHMCBA

After more than a year in planning and
preparation, the 2010 China Trade Mission
is taking off on May 19. A total of 40
delegates of the mission are heading towards
China for a 10 days visit, which will bring
them to Shanghai, Beijing, Shijiazhuang,
Yangzhou, Xiemen, Hong Kong and
Zhongshan.

RHMCBA is proud to be one of the
organizers of this trade mission. It is the
third time RHMCBA has taken the initiative
to facilitate Sino Canada trade. The first
China trade mission dates back to almost
two decades previous,

In early 19905, two founders of
RHMCBA Mr. C.S. Leung and Mr. Will
Sung joined the Mayor of Town of
Richmond Hill, William Bell, to visit China.
Various friendship agreements and letters of
intent were signed. Over the years, trade
between Canada and China had grown, and
the business environment of local Chinese
businesses was much improved.

A more recent China trade mission was
in March 2008. The mission was led by
RHMCBA and the Markham Board of
Trade, with Mayor Frank Scarpitti of the
Town of Markham as the honourary team
leader. The mission was a huge success. In
Wuhan, the sister city of the Town of
Markham, business delegates from Canada
and China reached several cooperative
agreements and entered into many business
contracts.

Now, at the third China mission the
global economic atmosphere is very
different than the previous two trips.

The financial crisis in late 2008 has hit
hard on many economic sectors. This
invites us (o think about opening and
expanding new markets for Canadian
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nities for the small and medium enterprises
to connect with their counterparts in China.
SME accounts for %0% of Canadian
business activities. A trade mission of such
scale is required to gain access to the 1.3
billion population market.

It is no doubt that China is one of the
major trade partners of Canada. Prime
Minister Stephen Harper led a mission to
China in late last year. Joining this mission
are three mayors from the Greater Toronto
Area. They include Mayor Hazel McCallion
of the City of Mississauga, Mayor Linda
Jackson of the City of Vaughan, and Mayor
David Barrow of the Town of Richmond
Hill. Among the 40 delegates, they repre-
sent many business sectors, such as real
estate development, financial services,
corporate banking, education and training,
insurance, manufacturing, technology
transfer services, logistic and trading, and
immigration services. We anticipate a solid
result, bringing back contracts and jobs for
Canadians.

Prima Minister Stephon Harpar (midaie) attended Chiness
Mew Year Gala of the Confedevation of Greater Toronto
Chinese Business Associafions in 2008. He posied wilh the
prasidents of the four mamber associalions of CGTCBA
From leff is Banny Choung (Toronio), Ban Leung
(Richmand HWI & Markham), Stephen Chu (Mississauga)
and Alpha Lal {Scarborough York Region).
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Canadian Conswl Genoral fo Shanghai Nadir Palel briefed the delegates
of China Trade Mission on the business enviromment of Shanghai,
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products and services. The idea of this
China Trade Mission is to provide opportu-



President’s Message = & B

Congratulations to the organizing committee of the 2010 China Trade Mission. Being one of the delegates,
I owe gratitude to the committee for its hard work over the past year in making the mission come true.,

This year, a major issue affecting the business community in Ontario is the implementation of Harmonized
Sales Tax, HST. The transition from the current federal and provincial sales tax system to the new HST system
started in May and it is unprecedented. The Confederation of Greater Toronto Chinese Business Associations,
in which RHMCBA is one of the four member associations, hosted an HST seminar in April for the Chinese

business operators.

The presentation was presented by the tax agents from the Canada Revenue Agency and the
Ministry of Revenue. It was a successful event and the business representativies had their questions answered.

vincial

Another major issue affecting business is the law and order. Thanks to the help of the officers from the Community Services Unit

prevention and the handling of crimes.

of York Regional Police, we organized a‘lpo]ic:c workshop for the small business owners. Attendants i(;‘tiumﬁ.ll information in the

RP always plays important role in community partnership.

y is the Asian Heritage Month.

As a tradition, YRP has partnered with Asian communities to celebrate the diversity and the many cultural faces in York Region. We are

proud to be one of the partners.

I will keep you updated on the result of the China Trade Mission upon my return from China in early June.

Will Sung
President, RHMCBA
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Consul General ZhuTaoying on Trade relationship between China and Canada
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Governments of both China and Canada
have been attaching greal importance to
bilateral relationship. In December 2009,
Prime Minister Stephen Harbor paid an
official visit to China and the two side
reached extensive agreements in many areas.
Today our bilateral relationship is showing
fresh vitality and broader prospects.

In terms of economic and trade
relations, China has become Canada’s
second largest trading partner, second largest
source of imports and third largest export
market last year. According to Chinese
statistics, in the year of 2009, two-way
merchandise trade between China and
Canada reached USD 29.7 billion. In the
aspect of investment, Canadian direct
investment stock in China stands over USD

7.23 billion and Chinese investment in
Canada reaches USD 4.55 billion by the end
of 2009. However, our bilateral trade
accounts for a relatively small portion of
each country’s total trade. There is still
much room for further development of our
bilateral economic ties.

This year marks the 40th anniversary of
the establishment of diplomatic relations
between our two countries. With our joint
efforts and based on mutual trust, | am sure
our cooperation in political, economic and
trade. education , culture and tourism sectors
will be further enhanced to a higher level.
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May 2010

Asian Heritage Month

For generations, Canadians af Asian descent have playved an important role in the
development of our great nation. Every May, we pay tribute 1o their histories and
achievements. [ am delighted to join Canadians across the country in marking
Asian Heritage Manih.

Mitlions of Canadians trace their roots te Asia, but their impact on Canadian
society extends beyond mere numbers. Bringing a wealth of cultures, languages,
religions and traditions, Asian immigrants travelled to Canada in search of
opportunities and a bright future for their familics. Over the last two centuries, they
have excelled in every field of endeavour and helped to shape the pluralistic,
prosperous and peaceful Canada of today.

The theme af this vear s celebration, “Asian Canadians: Building the Past and the
Future, " recognizes the unique place of Asian Canadians in our national story. It
afso points to their ongoing contributions to building stronger communities across
the country and a stronger Canada in the world. As our Government actively
strengthens ties with Asian nations, our vibrani and enterprising Asian communities
are a tremendows asset.

On behalf of the Government of Canada, | invite all Canadians to participate in
Asian Heritage Month activities being organized nationwide and learn more about
the fascinating cultures and histories of our Asian communities.

Sincerely,

The Rt. Hon. Stephen Harper, P.C., M.P.
Prime Minister of Canada
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Richmond Hill is honoured to be joining the
ichmond Hill and Markham Chinese Business
Association’s 2010 Mission to China.
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We look forward to building strong relationships
with the government and businesses in China.
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Markham Council
wishes the Richmond Hill and
Markham Chinese Business Association
a successful China trade mission

Deputy Mayor Regional Councillor Regional Councillor Regional Councillor
Jack Heath Jim Jones Gordon Landon Joseph Virgilio

Mayor

Ward 1 Councillor Ward 2 Councillor Ward 3 Councillor Ward 4 Councillor
Valerie Burke Erin Shapero Don Hamilton Carolina Moretti

Ward 5 Councillor Ward 6 Councillor Ward 7 Councillor Ward 8 Councillor
John Webster Dan Horchik Logan Kanapathi Alex Chiu

www.markham.ca (i Eiﬁ RKHAM



Messages from Mayors i & Bt

Earlier this year, the Richmond Hill Markham Chinese Business Association invited me to participate in the China Mission in May 2010 being organized
by the Confederation of Greater Toronto Chinese Business Association. The purpose of this mission is to bring together the Mayors of the Greater Toronto Area
and business people from the GTA communities to strengthen Canada-China trade. This desire to strengthen Canada-China trade is not only important to those
of us in the GTA, but also to the Federal and Provincial governments, who have also identified China as an important area of focus for trade. With Town
Council's support, [ have accepted the invitation.

While there are many good reasons to accept this invitation, such as the opportunity to promote Richmond Hill and the GTA to the world at the World Expo
in Shanghai or to meet with individuals who are interested in foreign investment in Canada, the main one for me as Mayor is that Richmond Hill businesses
will be participating in the mission and will have an opportunity to benefit and prosper. There has been great interest from the business community and we will
be joined by eight local businesses on this mission.

As Mayor of Richmond Hill, | see that this type of mission has the potential to assist our community in achieving its economic development goals,
particularly those identified in the Town’s Economic Development Strategy and International Investment Program. These programs focus on looking outside of
Canada to other countries where there may be opportunities to help Richmond Hill businesses grow stronger while also attracting new investment to the Town.

It is my hope that this mission will assist our business community by providing them with opportunities to expand their operations intermnationally through
new contacts with foreign customers, suppliers or partners. It is my intent to use this mission to promote Richmond Hill to each and every potential foreign
investor [ meet.

We know what a great community this is and what great opportunities there are here. | am proud as Mayor 1o bring that message to China in May 2010,

Mayor Dave Bammow
Town of Richmond Hill
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Markham has long recognized the importance of building intermational relationships s a way to creating a prosperous and healthy future for our commu-
nity. We have been successful in large pant due to the relationships we have developed with important organizations such as the Richmond Hill Markham
Chinese Business Association.

Building ties with the RHMCBA and other organizations helps us to broaden our resch and to spread the word that Markham is a competitive investment
location and a great place to live and work,

This year, Markham is proud to be represented at the Shanghai 2010 World Expo through the RHMCBA's participation in the intemational exposition.
The Expo 2010: Better City, Better Life, will focus on issues of urban sustainability including cultural diversity. economic prosperity, and innovations in
science and technology; all of which are priorities for Markham.

Markham has been a proud partner and supporter of the Richmond Hill & Markbam Chinese Business Association for many years. In 2008, the Town
partnered with the RHMCBA on a business-led trade and investment mission to China. The 24 person delegation led by me included an intense program of
meetings and events over a 12-day period spanning four cities. Partnering with the EHMCBA was critical to the success of the Markham business mission
and we look forward 1o working together again to further build on our success.

On behalf Markham, [ wish the Richmond Hill Markham Chinese Business Association and the mission delegates every suceess at the Shanghai World
Expo. We look forward 1o being briefed about the Expo upon the delegation’s return and stand ready to assist the RHMCBA on business opportunities arising
from the mission.

Yours sincerely,

Mayor Frank Scarpitti
Town of Markham
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Celebratin925
Years of Service

Moving to
South Unionville Ave. & Kennedy
in fall 2010

Welcoming “The Future” @
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@ VILLAGE NISSAN {5iiE
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Tax Issue

Income tax implication on Canadian residents owning foreign assets and
foreigners owning assets in Canada
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By Benedict Leung CA, Immediate Past President of RHMCBA and Managing Parmer of

Leung & Company Chartered Accountants
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Regardless your citizenship status,
the Canadian government taxes almost
all sorts of income earned by Canadian
residents in Canada or overseas. The
Canadian tax system relies on volun-
teer disclosure or a request to report
basis. Definition of residency is quite
complicated. Other than full residents,
there are part year residents and
deemed residents. An immigrant
(permanent resident) or a Canadian
citizen who lives in Canada year round
with his or her family ties, social ties
or financial ties link to Canada will be
considered as a resident for tax
purpose. When a resident departs
from Canada or when a foreigner is
granted status to become permanent
resident and move to Canada, those
individuals will become part year
resident. For deemed resident, Rev-
enue Canada will have a board criteria
to form a reasonable base for justifica-
tion.

Once an individual becomes a
resident for tax purpose, basically, any
income earned is subject to Canadian
tax. Income would be classified as
active business/earned income, passive
investment income or capital gain.
However, there are few exceptions,
such as zero tax on gain on disposal of
principal home or first $750K gain on
sale of qualified small business shares.
Otherwise, income is fully taxable.
Half of capital gain is taxable. Tax
rate, which is progressively soaring
upward from 21% to 46% for personal
and 16% to 38% for corporation on
taxable income, will vary due to the
nature of income.

The Canadian government does
not practice double taxation. If income
earned aboard has already paid foreign
tax at source country, taxpayer only

need to pay up the difference of tax
whichever is higher in Canada. Any
tax deducted and paid outside Canada
would become tax credit in Canada.

Canada does not tax on assets
holding other than large financial
institutions. However, Canadian
residents are liable to report their
assets held outside Canada. Failure to
report such would subject to fines and
penalties. There would be no tax
implication on receiving gift for any
residents but whoever donates the gift
would be considered selling such
assets at fair market value, which may
generate gain or loss.

Taxpayers may choose to depart
from the Canadian tax system by
terminating their residency in Canada.
Upon the taxpayers becoming non
residents, such individuals are deemed
to have sold all their assets holdings at
the date of departure. Consequently,
there may be some tax implications.

Canada welcomes foreign investors.
Foreigners can hold any form of assets
in Canada such as short or long term
deposit, real estate for rental or value
appreciation, marketable securities,
personal properties or share of private
companies. Any income earned in
Canada for foreign investors are
subject to withholding tax at distribu-
tion. In general, withholding tax rate is
25% of the gross amount of income.
Lower withholding tax rates are
available to those who are residents of
certain countries which have tax
treaties with Canada.

Some income sources are exempt
from withholding taxes. They include
interest earned on treasury bills or
bonds issued by Canadian Federal

government; interest earned on foreign
currency deposit under terms which
are longer than 5 years: and capital
gain on marketable securities transac-
tions. If foreign arms length suppliers
who provide services to Canadian
businesses, payments they received do
not subject to withholding tax provide
that foreign supplier could prove that
such payments have been included in
their income in their home country.

Corporate income tax rate for the
first $500.,000 active business income
in an affiliated group of companies
would be reduced from 38% to 16% if
the group consists of Canadian control
private corporations. Control simply
refers to share holding that exceed
50%.

An article of this nature cannot be
all encompassing and is not intended
to replace professional advice. Its
purpose is to highlight tax-planning
possibilities and identify areas of
possible concern. Reader wishing to
discuss the contents or to make any
comments or suggestions about this
article is invited to contact the author,
Benedict Leung CA by email @
ca@leungandcompany.ca.
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ca@ leungandcompany.ca #

885 Progress Ave., Suite LPH-12, Toronto, ON M1H 3G3
Email: ben@leungandcompany.ca

Tel. 416.438.9933
Cell 416.543.1419

THINK AHEAD
PLAN BEFORE YOU ACT

BENED'CT M- LEUNG; B. Comm.

Chartered Accountant
LEUNG & COMPANY CHARTERED ACCOUNTANTS
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Ad2000 was established

with the support of Canadian Government

Ad2000 And Beyond Advertising Inc.,
a full service marketing and advertising
agency, will be celebrating their 18th
Anniversary in September this year. Daisy
Wai, the president, finds that she owes her
success to the Canadian Government.

The year 1993 was challenging for the
advertising industry. Daisy Wai was laid
off from the position of Vice President of a
large advertising agency. With her 20
years of experience in the advertising,
marketing and publishing industry, she
was selected by the Canadian Government
to start her business through the Self
Employmeni Assistance Program.

“The first year is always the most
challenging for any new business.” Daisy

recalled. *“Without the encouragement and '

the discipline I got from the Self Employ-
ment Assistance Program, Ad2000 may
not have survived. [ received practical
training and sound advice from my
mentors. By the end of the second year,
Ad2000 had grown so much that we had
to incorporate the Company.”

Ad2000’s Mission is to “Bring Growth
and Success to Client’s Business with
Professional, Innovative and Resulis-
Oriented Marketing”. Their mandate of
“Creating Your Successful Marketing is
Our Best Campaign™ has earned them
many corporate clients from both the
Chinese and Mainstream sectors across
Canada. Ad2000 was recognized with
numerous awards including the Richmond
Hill Chamber of Commerce Business
Achievement Award, the Ontario Chamber
of Commerce Award of Merit, York
Region in Celebration for Women Market-
ing Award, Association of Chinese
Canadian Entrepreneurs (ACCE) Best
Community Services Award and Town of
Richmond Hill's Volunteer Achievement
Award. Daisy is also the recipient of the
Queen’s Golden Jubilee Medal.

“1 thank the Canadian Government for
their support, which is why I have been
doing my best to contribute back to the
community.” Daisy has been very active
in serving the community. She presently

serves on the Board of Trustees for the
York Central Hospital, Past President of
the Richmond Hill Chinese Business
Association, Director of the Markham
Board of Trade and Council member of
the York Region Character Foundation.
She had also served on the York Regional

Police Services Board and Boards of the
Richmond Hill Chamber of Commerce,
Easter Seals Society, Richmond Hill
Chinese Community Church, Herald
Monthly, etc.

“The best contribution | had made in
expressing my appreciation to the Cana-
dian Government is proposing to Prime
Minister Jean Chretien in 2000 for
leveraging Chinese businesses as a trade
bridge to China.” Daisy said. In 2002,
Ad2000 co-organized the Chinese
Business Expo with the Confederation of
Chinese Business Association and the
“Canada Today Conference” in Shanghai
in 2005. I am glad 1o see the Confedera-
tion leading the Trade Mission to China
this May. I would have liked to join the
Mission, but I cannot miss the arrival of
my first grandchild. He
is expecting to be born
any time in May too.”
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Backbone of International Trade - Logistic Companies
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m handles a lot of “Made in
China" products. The customs
broker and freight forwarder from
Montreal is expanding their Asian
ocean imports department. They
have 21 agent offices in Greater
China area and 14 offices in the four
Indian Sub-Continent countries.
They are looking for more new
agents in these areas.

In the more than two decades of
work at the logistic industry, Eric
Ng has witnessed the tremendous
growth of China trade. One of his
staff in the ocean imports depart-
ment says that 90% of the imports
she is dealing with are from China.
Compare to the same department
when he first joined the company
(previously known as Gurza, which
was acquired by Milgram in 2007),
imports from China was nominal.

People may think that products
made in China are in poor quality.
Not so, according to Eric. “Very
soon the Made-in-China label will
gain the same status as the Made-
in-Japan label,” he says from his
Mississauga office. This is because
Chinese workers skill has improved.
And Chinese manufacturers are
increasingly relying on assembly
lines automation to ensure product
quality.

Adopting modern technology is
a must in the logistic industry too.
Milgram has developed a compre-
hensive online service program for
their customers. Clients simply log
on to the website from computers,
mobile phones or other wireless
devices and they can place shipping
orders, check their inventories, or
track down the movement of their
freights. The cutting edge online
service has become a major tool to

meet the requirement of just-in-time
delivery.

Logistic industry is competitive,
Cost of shipping can vary from time
to time. Eric Ng suggests that the
importers and exporters should keep
checking with freight forwarders of
the latest freight charges. Or they
may suffer loss due to the price
frustration. He has seen two rate
raises by the carriers in the past few
months and anticipates more
increases within this year.

Eric Ng is a senior sales advisor
in Milgram. The business has told
him not to play down the impor-
tance of a new customer. “I remem-
ber that when the owner of Canada
Computers came to my office asking
for customs clearance service, my
colleagues didn’t want to take the
job because the job was too small.
But now Canada Computer has
stores across Ontario.” Canada
Computer has been Eric's customer
since,

Enic Ng. senlor sales advisor, Milgram.
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welcoming RHMCBA Members

Jun Liu Jin Wen Lidia Kafich Rowena Soltys Simon Ho
Al Trust Transfatfon Kudloe & MeCiann, Ward 3 Candichate Savana Properiy CPAP Direct Lad.,
Chartered Accouniants Richmand Hill Muanagement Inc,
FoE T
; Corporate Members
Everbest Produce John Yang
CCMN (Wow TV) Chuck Yeung
- General Members
Concept | 00 Transcanada Realty Inc.  Derek Wu
K ¥y 1 Youth Members
Mei Leung Connie Choi 3
Mayee Couture  Diamond Banguet Hall T Cheong

Events Calendar 35 &)

May 25, 2010, Tuesday, 6:00 pm - 10:00 pm
Diamond Banguet Hall, 3225 Hwy T East. Markham
$25 Members; $35 Non-members

R3VP: info@rhmcba.ca

“Are you ready?"

June 1, 2010, Tuesday, 8:00am - 500 pm
George Brown College, 200 King Streel East, Toronlo
FREE, refreshment and lunch included

Details and Registration Form: www.rhmcba.ca

Richmond Hill Drafted Official Plan

Bublic Meeting

June 9, 2010, Wednesday, 7:30 pm

Council Chambers, Town of Richmond Hill,
225 East Beaver Creek Rd., Richmond Hill

Members Busmess

T

RHMCBA member
Dr, Cocily Yeung,
an opfometisl
moves fo g new
location on 360 Hwy
7 Easl in Richmond
Hi,

TRENERERH
RIBTEE=N -

Annie Ho, Vice President
Of RHMCBA fback row,
2rd rght), antionded award
coromony of Markham
Music Festival, The

Lo {back row, 2nd left) of
Ewromusic Markesing frc
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Honry Lee (S@HZEZ)
e

DR. KIT GUAN
& NS S D CIATET
P T @ METRY
With the Compliments of
Comprehensive Family Eye Care
Chungsen Leung
Contact Lens Assessments
Laser Vision Consultations
Chungsen Leung
T e e e 9056044122
PO SR S I DS T ok T S 3255 HWY 7 E UNIT 271
MARKHAM, ON L3R 3P9
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The global economy of tomorrow:
Better, stronger, faster

By Richard Kelly, Senior Economist, TD Bank Financial Group

As we emerge from recession, 1t is easy
to remain fixated on the near-term, such as
balance sheet repair and fiscal stabilization.
The enormity of these hurdles has left many
with a rather dour view for economic
potential.

This view fails to recognize that the
world is rapidly evolving. The growing
pains of emerging markets (EMs) over the
past 20 years have sown the seeds for a
seismic shift in power, influence and
dynamism that will mark the next 20 years
of economic history.

Emerging markets come of age

There are four major trends that, in spite
of a slowdown in mature markets, should
cause the global economy to speed up to an
average pace of around 4.5% over the next
two decades.

1) Urbanization will drive economic
growth in China. Since 1995, China’s
urban population has grown by 4.2% per
year while its rural population has
contracted by 1.3%.

This is crucial, because the urban
Chinese consumer spends three times as
much as a rural consumer and, over the
past decade, urban consumer spending
has grown two and a half percentage
points faster each year. And while
Chinese consumer spending accounts for
only 35% of nominal GDP — about
one-half the ratio for most advanced
nations — that is changing as the wealth
and income of Chinese consumners
ZTOWS.

China's export penetration is reaching a
mature phase that will make it difficult to
replicate the 20% to 40% annual growth
in exports going forward. Increasingly,
capital investment is being directed into
the poorer Western areas of China so that
workers need not move to urban areas.
The existing rural arcas are themselves
becoming urban.

2) Commodity and credit multipliers will
reinforce growth in emerging markets.
There are two very important multiplier
effects that will help spread economic
growth, both across markets and within
EM consumers. The first is the
commaodity cycle. The urbanization of
China will require natural resources to
create the infrastructure and meet the
demands of those emerging from
subsistence and/or poverty. China

accounts for about half of the world’s
demand for iron ore and coal, one-third
of the world’s demand for steel, zinc,
aluminum and copper, and a growing
10% share of the world’s oil.

As China demands commodities,
commodity-rich EMs will benefit
disproportionately. Among these
countries, Iran, Nigeria and Saudi Arabia
seem best placed to increase their GDP
growth rate over the next two decades,
while Sudan and some of the smaller
Gulf nations will likely see it harder to
improve on their past performance.

And not only that, but industrialization in
EMs has itself become a driver of global
oil demand. Oil consumption among
OECD nations has fallen every year
since 2006 while it has continued 1o
grow strongly in emerging markets right
up until the effects of the global
recession interrupted demand in 2009,

The second multiplier is credit. For most
EMs, the evolution of credit markets
remains at a very early stage. This means
the credit multiplier process will help to
juice up the spending power of EM
consumers, even while many consumers
in advanced nations look to deleverage.

3) Emerging-market institutional factors
will improve. For economists,
institutions are things like the rule of law,
the existence of private property rights
and the ability to access the judicial
system to defend those property rights
when they are violated — factors we take
for granted in advanced economies.
Research over the past decade has shown
that the lack of effective institutions has
been the defining feature separating EMs
that have succeeded from those that have
fallen behind,

While it is difficult to measure these
sorts of intangibles, we can take
increasing expatriate investment in
emerging markets — both in factories
and residential investment — as a sign
that foreigners feel more secure in their
holdings. Moreover, as these investments
grow in importance for EMs, the
governments have growing incentives to
ensure that these essential initial
conditions are sustained.

4) Emerging markets will drive the
global GDP growth figure. The last
trend is simply the arithmetic that results

from the previous three trends. Over the
past 20 years, emerging markets
averaged a 5.3% GDP growth rate per
year while advanced economies averaged
2.2%. As a result, the global economy
averaged a 3.2% growth rate.

With EMs now accounting for a larger
and growing share of global output, it 1s
their growth rate that will dominate. So
while advanced economies look likely to
grow by less than 2% per year over the
next two decades, EMs seem capable of
sustaining an average growth rate just
north of 6% per year. With those growth
rates, EMs will come to account for
two-thirds of the global economy within
two decades and a two-thirds/one-third
split would imply a global economic
growth rate of around 4.5%.

Think big

MNow, will this process be a straight
line? Absolutely not. There will be reces-
sions along the way. Will EMs avoid future
crises just because they have accumulated
vast foreign exchange reserves to defend
against the crises of the past? Nope. These
can defend against past crises, but an
evolving structure for the global economy
and global finance implies an evolving
structure for crises. History suggests that
economies have frequently seen some kind
of hiccup when trying to make the transi-
tion from the accumulation phase of
economic growth to one driven by produc-
tivity.

Perhaps the hardest pan for investors
will be coming to grips with the fact that
the global economy has changed and people
will increasingly need to differentiate
markets. We will have to come to know the
nuances of China, Peru, Indonesia, Vietnam
and Dubai just as we do now with the U S.,
Canada or Germany. We may even find we
have underestimated how much a stronger
crop of EMs could support GDP growth in
commodity economies, like Canada and
Australia, or exports from all advanced
economies.

So somewhere between the discovery of
costless cold fusion and the exhaustion of
crude oil lies the path for the global
economy. It may be hard 1o believe having
seen the global economy barely alive, but
we can rebuild it. We have the technology.
Better, sironger, faster.
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