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Preface

At the beginning of the year 2014, it seems the world economy is struggling to find an
economic dawn. The Federal Reserve Board has at long last begun tapering extraordinary
monetary easing in the United States. This could impact investment sentiment around the
world although the monetary base still keeps increasing for a while. Meanwhile, Japan’s
extraordinary monetary easing policy has been implemented for one year, and another year
remains in the target timeline for achieving an inflation rate of 2%. The consumption tax hike
in April from 5% to 8% will be a substantial hurdle to a smooth economic path in 2014. India
is typical among emerging countries whose currency has been affected by collapsing
market sentiment as speculation of US tapering has built and economic policymakers in
India are girding for significantly less global liquidity. Eurozone has made a bold decision in
establishing a banking union to step into further supranational integration. China has
surprised the world with an historical decision to allow markets to determine allocation of
economic resources. Countries around the globe face 2014 knowing that this is a year of
challenges that will lead to a new equilibrium. Then how will they face these challenges?

To forecast their developments, prominent panelists from Japan and abroad broadly
discussed in our symposium the appropriateness of the present policy responses, policies to
be taken in the future, possibility of their unintended effects on other regions and how the
global economy is changing if these policies are successful.

We sincerely hope this record of the symposium will help give you much inspiration in
your business and academic considerations.

July 2014
Institute for International Monetary Affairs
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Monatary base of Major Central Banks
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Economic sentiment indices Industrial productions
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Inflation of major countries
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Investment in Structures & Equip: Contribution to GDP
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Real GDP Relative to Trend

Overa moving 15-year period (%)
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Three drivers as percent of GDP
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The Third Plenum policies in brief

Reform areas Policies Objectives
— Reduce government intervention in the economy;
— Let market determine the prices of water, oil, natural gas, electricity,
Role of the transportation and telecommunication.
government [~  Delink officials’ performance from GDP growth-based, link it to an index
including resource consumption, overcapacity and incremental local government
debf.
—  Set up privately-funded small and medium sized banks;
— Establish a registration-based stock issue system from current approval-based Let the
one;
Financial Form a deposit insurance system; market play
sector — Interest rate liberalization; a decisive
1. . —  Exchange rate formation; role aqd
Ecgnomlc —  Speed up RMB capital account convertibility toward full convertibility by 2020. es*é‘bl'Sh a
?i':mnciul — Improve the budget system and tax system include the property tax and VAT; :zr.f;l
reforms |Fiscal —  Revenue sharing between local and central government will be gradually adjusted system in
reform by a local tax system, but ‘rh_e central government will take more responsibilities |1onms of
and have more power accordingly. market rules
— _ Consumption tax instead of business tax and pricing.
—  Set up state-owned asset management companies;
State Increased state capital gains transferred to social security fund from the
owned current level of 0-20%to 30% by 2020;
enterprise Allow non-public owned enterprises to take part in state investment projects.
Economic |— liberalize investment access and more free trade zones following Shanghai;
Openness |- Explore a model of national treatment (being treated the same as domestic
and investors) combined with a “negative list"
fairness —  Explore the set up of intellectual-property courts

Reform areas

Policies

Objectives

2.
Social reforms

More property rights for farmers include limiting the scope of rural
land acquisition by local governments and establish a rural property
rights trading market

Hukou (residency permit) system reform: fully opening for towns and
small cities; gradual loosening limitations to settle in middle-sized
cities; reasonable requirements for large cities but strict control of
population size in large cities.

Loosen the one-child policy; Improve the education system and help
college graduates for employment; Income distribution adjustment,
establish a more reliable and sustainable social security system and
continue healthcare reforms

Strengthen management of the internet; increase the supervision of
food and drugs, and complete the social security risk evaluation
system.

Enhance equality
and social safety

3.
Political reforms

Abolish the system of re-education through labor camps; further
Jjudicial reform including centralized management of courts.

Complete anti-corruption system and explore an official residence
system.

Continue to promote “deliberative democracy”

Enhance social
Justice

4. —  Consolidate media resources to push the merging of traditional and new|Enhance the soft
Cultural reforms media; Complete online propaganda system power

5. —  Protect the environment including making local officials permanently|Sustainable
Ecological reforms liable for any environmental damage. growth

6.
National security

Establish a National Security Committee to co-ordinate and centralize
national security
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