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Emerging markets end 2012 with encouraging manufacturing-led bounce in economic
growth as a “Great Rotation” towards a China-led global economy gathers pace

Key points

B Q4 HSBC Emerging Markets Index rose to 52.9
from 52.2 in Q3 but remains below series
average

B Manufacturing output rises modestly across
emerging markets following Q3 decline

B New order growth in manufacturing accelerates
at fastest rate since Q2 2011 but exports weak

B Expansion across BRIC markets, with Russian
growth fastest since Q2 2010

B Service sector output rose although outlook
remains weak

Summary

Emerging markets ended 2012 with a slight acceleration
in economic growth as goods producers posted the
fastest increase in new orders since Q2 2011. This
represented the first upward movement since Q1 2012,
although the overall pace of expansion was still weaker
than the first half of the year, the HSBC Emerging
Markets Index (EMI) shows.

The EMI climbed to 52.9, from 52.2 in the third quarter,
but was still below the average shown over the four
years since the 2008 financial crisis. The mild rebound
was led by an expansion from the manufacturing sector
but despite service sector performance improving on
the previous quarter, its outlook remains below-par.

The combined manufacturing and service sectors of the
major BRIC economies all registered expansion in Q4.
Among the four largest emerging economies, Brazil
posted a return to growth following the previous
quarter’s stagnation, while Russia overtook India to post
the best rate of output growth since Q2 2010. China
saw its growth improve, but remain relatively weak,
while India posted a solid rate of expansion.

Chinese goods producers registered higher output for
the first time in a year-and-a-half, while Brazilian
manufacturing production increased for the first time
since Q1, expanding at the fastest rate since the first
quarter of 2011. Manufacturing output growth
accelerated in India and remained broadly stable at a
solid pace in Russia. Service sector output rose during
Q4 at a fractionally faster pace than Q3’s four-quarter
low, while the outlook amongst the BRIC economies
remained positive and marked an improvement on Q3.

mark

Stephen King, HSBC’s Chief Economist, said:
“Although hardly buoyant economic growth, recent
improvements are  encouraging, especially as
complemented by encouraging signs for the early
months of 2013. Much of the growth is domestic as
export orders are still contracting, although not at the
worrying pace seen mid-year.

While China has yet to resume the pace of growth it
once enjoyed, it is now a much bigger economy and as
a result, its contribution to global growth continues to
rise. This enhanced gravitational pull is driving a “Great
Rotation” of economic activity from the deleveraging old
world to the dynamic new world. So far, the benefits
have accrued mostly to those markets either
geographically close to China or important in satisfying
China’s insatiable demand for commodities. The old
world has yet to catch the China express with US
exports a mere 0.7% of its GDP to China and the UK’s
GDP exposure to China barely a rounding error.

It's no surprise that economies which have increased
their exports to China — typically at the expense of
exposure to the old world — have mostly enjoyed rapid
gains in economic activity over the last decade. In
contrast, those economies which have shunned China’s
advances have mostly found themselves suffering from
persistently disappointing GDP growth. The Emerging
Markets Index may not be particularly strong at the
moment but China is set to have a bigger influence than
either the US or Europe on the economic destiny of
emerging markets.”

New export orders for emerging markets manufacturers
fell for a fourth consecutive quarter, reflecting weak
demand from advanced economies, notably those in the
Eurozone. However, total new orders in emerging
economies increased in the final quarter of 2012 at the
fastest rate since Q1, and the second fastest since Q2
2011. This rise largely reflected an increase in incoming
new business for service providers, although
manufacturers reported the strongest rate of growth
since Q2 2011.

Looking ahead, the 12 month outlook for service
providers across the BRIC economies improved slightly
on the previous quarter but the strength of sentiment
was still at its fourth weakest of any quarter since the
series began in 2005. Optimism was led by Brazil's
service providers, followed by India. Meanwhile,
Russian and Chinese service providers remained
relatively subdued in their expectations for the coming
year.
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The latest quarterly EMI revealed a rise in input cost
inflation on the particularly weak third quarter, although
it remained below the long-run average. Input prices for
China’s combined manufacturing and services economy
rose after falling for two consecutive quarters, although
the sharpest increase was experienced in Russia out of
the BRIC economies. The average cost of components
to manufacturers rose with the rate of inflation the
quickest since Q3 2011. Meanwhile, in the service
sector, input cost inflation remained similar to QS3,
posting the second weakest rate of any quarter in the
last three years.

Acceleration in economic growth across the emerging
world provided the impetus for a rise in employment
levels at manufacturing and service sector firms, as the
rate of job creation accelerated from Q3 to the quickest
since Q2 2011, led by service sector firms. In contrast,
manufacturers trimmed their workforces for the fifth
consecutive quarter.

The HSBC EMI is calculated using the long-established
PMI data produced by global financial information
services company Markit. HSBC announced a
partnership in 2009 with Markit to sponsor and produce
a number of emerging market PMls.

The HSBC EMI is released quarterly and is available
via:

www.hsbc.com/emergingmarketsindex
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For further information, please contact:

HSBC

Murat Ulgen, Chief Economist for Central and Eastern Europe and sub-Saharan Africa
Telephone: +44 20 7991 6782
Email: MuratUlgen@hsbc.com

HSBC Media Relations

Jezz Farr
Telephone: +44 20 7991 3124
Email: jezz.farr@hsbc.com

Notes to Editors:

The HSBC Emerging Markets Index (EMI) is a weighted composite indicator derived from national Purchasing
Managers’ Index™ (PMI™) surveys in the emerging markets of Czech Republic, Hong Kong, Israel, Mexico, Poland,
Singapore, South Africa, South Korea, Taiwan, Turkey, Indonesia, Vietham, UAE, Saudi Arabia and the increasingly
important BRIC economies of Brazil, Russia, India and China. These surveys collectively track business conditions in
over 8,000 reporting companies.

The Purchasing Managers’ Index™ (PMI™) surveys on which the EMI is based have become the most closely-
watched business surveys in the world, with an unmatched reputation for accurately anticipating official data. The
survey data are collected using identical methods in all countries, with survey panels stratified geographically and by
International Standard Industrial Classification (ISIC) group, based on contributions to GDP.

Survey responses reflect the change, if any, in the current month compared to the previous month based on data
collected mid-month. For each of the indicators, a ‘diffusion’ index is produced, which reflects the percentage of
positive responses plus a half of those responding ‘the same’. Diffusion indexes have the properties of leading
indicators and are convenient summary measures showing the prevailing direction of change. An index reading above
50 indicates an overall increase in that variable, below 50 an overall decrease. All data are seasonally adjusted.

Data collected at the national level for manufacturing and services are then weighted together according to relative
contributions to national or regional GDP to produce indicators at the national whole economy or aggregate emerging
market level.

HSBC Holdings plc:

HSBC is one of the world’s largest banking and financial services organisations. With around 6,900 offices in both
established and faster-growing markets, we aim to be where the growth is, connecting customers to opportunities,
enabling businesses to thrive and economies to prosper, and ultimately helping people to fulfil their hopes and realise
their ambitions.

We serve around 60 million customers through our four global businesses: Retail Banking and Wealth Management,
Commercial Banking, Global Banking and Markets, and Global Private Banking. Our network covers 84 countries and
territories in six geographical regions: Europe, Hong Kong, Rest of Asia-Pacific, Middle East and North Africa, North
America and Latin America. Our aim is to be acknowledged as the world’s leading international bank.

Listed on the London, Hong Kong, New York, Paris and Bermuda stock exchanges, shares in HSBC Holdings plc are
held by over 221,000 shareholders in 134 countries and territories.

About HSBC’s data provider

Markit:

Markit is a leading, global financial information services company with over 2,300 employees. The company provides
independent data, valuations and trade processing across all asset classes in order to enhance transparency, reduce
risk and improve operational efficiency. Its client base includes the most significant institutional participants in the
financial market place. For more information please see www.markit.com
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Markit Economics:

Markit Economics is a specialist compiler of business surveys and economic indices, including the Purchasing
Managers’ Index™ (PMI™) series, which is now available for over 30 countries and also for key regions including the
Eurozone. The PMIs have become the most closely watched business surveys in the world, favoured by central banks,
financial markets and business decision makers for their ability to provide up-to-date, accurate and often unique
monthly indicators of economic trends.

Chris Williamson, Chief Economist
Telephone + 44 20 7260 2329
E-mail chris.williamson@markit.com

Caroline Lumley, Corporate Communications
Telephone +44 20 7260 2047
E-mail .caroline.lumley@markit.com

The intellectual property rights to the HSBC Emerging Markets Index provided herein is owned by Markit
Economics Limited. Any unauthorised use, including but not limited to copying, distributing, transmitting or
otherwise of any data appearing is not permitted without Markit’s prior consent. Markit shall not have any
liability, duty or obligation for or relating to the content or information (“data”) contained herein, any errors,
inaccuracies, omissions or delays in the data, or for any actions taken in reliance thereon. In no event shall
Markit be liable for any special, incidental, or consequential damages, arising out of the use of the data.
Purchasing Managers' Index™ and PMI™ are trade marks of Markit Economics Limited, HSBC use the above
marks under license. Markit and the Markit logo are registered trade marks of Markit Group Limited.
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