






ENGLISH TRANSLATION: 

Title: Who will be the savior of the world economy?  Unreliable America?  Can't 
be counted on Europe? (The U.S. economy is said to be strong, but profits are 
being eroded by a decrease in emerging country investment.  On the other hand, 
the inflow of refugees dividing European society is a bigger issue than the 
economy.  China, which has been a driver for world demand, is experiencing 
steadily decelerating growth.  Who is going to satisfy the world's demand? 

Case 1 U.S.: How much last resort potential? A touch of anxiety regarding the 
weakness of "profits" 

Photo caption: Oil extraction pumps are working, but the number of rigs has 
drastically declined 

Interview: 50% Possibility of U.S. Recession (David Levy, Jerome Levy Forecasting 
Center, Chairman) 

"The U.S. economy is strong, but increasing government debt, decreased 
investment in the energy sector and declining corporate profits are hindering 
large-scale economic growth.  In particular, the reduction in emerging country 
investment has had a large impact on corporate performance.  Since 2009, the 
world's economy has become dependent on investment in the continuously 
expanding markets of emerging countries.  However, this emerging country boom 
has already ended, and we are facing a recession that supersedes the 2008-2009 
economic crisis.  Investment growth has also slowed, and starting here in the U.S. 
we are beginning to see an adverse effect on corporate profits.       

With the deceleration of China's economy there is hypersensitization in regard to 
production capacity, but it is hard for advanced countries to absorb this.  If 
advanced countries like the U.S., Japan and Europe grow at 3% per year they 
might be able to absorb the excess investment from China and emerging 
countries, but the growth prospects for these countries are limited.  The 
utilization rate of China's production facilities might be 50% or lower, and this is 
not enough to improve China's and emerging countries' capacity utilization 
rates.  If we think about an eventual drastic decline in investment, corporate 
profits and the economy's stability will be damaged.    

  



There are also concerns regarding U.S. consumer spending.  This has been 
affected by financial markets for a while.  The wealthy are making more money, 
but on the other hand there is also a lot of consumption.  Their assets are closely 
tied to finance, in that they depend on the stability of financial markets.  In other 
words, even slight movements in asset prices have the potential to greatly impact 
consumer spending.       

The world's economy is heading into a recession, and the U.S. is at the tail end of 
this.  The FRB took the plunge of raising interest rates, but due to the world 
economy's deterioration it is thought that in the second half of next year a change 
in direction will be necessary.  A global recession will spread throughout the world 
this year.  My forecast is that the probability of the U.S. falling into recession by 
the end of 2016 is at least 50%." (Graph on right: Plateauing U.S. corporate profit 
growth) 

(bottom right of p. 29) According to U.S. research firm Jerome Levy Forecasting 
Center, within the post-2010 flow of monetary easing, emerging countries are 
investing more than 2-3 trillion dollars in fixed capital formation.  "The capital 
investment and construction investment in these countries is a profit source for 
global companies," recalls prominent economist and Center Chairman David 
Levy.  

However, the fixed capital formation of emerging countries has been rapidly 
decreasing since 2015.  Chairman Levy sees this influence materializing in 
American companies' slumping profits.  The proportion of U.S. exports going to 
emerging countries is about 40%.  In thinking about how the decrease in emerging 
country investment is shaking U.S. corporations, the FRB's anticipated quarterly 
raising of interest rates is likely impossible.     

 


