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• The natural disaster in Japan and its aftermath has created new uncertainty 
about the global economic situation. The extent and type of the consequences are 
hard to foresee. Italian exports to Japan represent a small portion of total Italian 
exports (1.3%), but the percentage is much higher for some sectors like 
pharmaceuticals, fashion and chemistry. Moreover, our exports could also be affected 
in an indirect way by the Japanese drop. 

• The current circumstances in Japan are driving trends in the stock market 
(extremely unstable and falling), the exchange market (the yen appreciated compared 
to both the dollar and the euro) and the raw materials market (falling after a burst in 
the previous month).  

• Monetary policies are expansionary in Japan and in the USA. Otherwise, ECB 
has confirmed worries about price stability, as markets expect increasing bank rates 
in April. 

• The European Commission has forecast improved growth both in the Euro Area 
in 2011 (+1.6% of GDP) and in the principal European Economies, except in Italy, 
where the forecast is confirmed at 1.1% of GDP.  

• In February 2011 inflation was over 2% both in the Euro Area (+2.4%), in 
Germany (+2.2%), in Italy (+2.1%), in Milan (+2.3%). 

• Unemployment in January was stable at 8.6% in Italy, while decreasing in the 
Euro Area (9.9%), in Germany (6.5%), in France (9.6%) and in the USA (9.0%). 

• The Confidence Index in the manufacturing sector was still increasing in the 
Euro Area in February, while it was decreasing slightly in Italy. In Milan, in January, 
the Index shot up to its maximum level in the past five years. 

• Industrial output was subject to a considerable setback in Italy in January (-
1.5%); Confindustria estimates positive upward movement (+1.7%) in February; since 
the beginning of 2011, the recovery has appeared slower than expected.  

• In February the CIG (Cassa Integrazione Guadagni) decreased appreciably 
compared to the year before, while both the Italian and Milan mean levels increased 
slightly compared to January. The CIGO (Cassa Integrazione Guadagni Ordinaria) is 
still reducing faster for Assolombarda companies than for the rest of the Milan Area. 

 
 
 

• The terrible earthquake, the tsunami and the possibility of an atomic disaster in 
Japan represent a tough global economic risk. At present it is not possible to 
positively determine the economic consequences of the three linked disasters, but it is 
possible to make some initial reflections.  
With reference to direct effects on the economy of the Land of the Rising Sun, a 
plunge in industrial production is sure to come in the short-term (also because a lot of 
companies have stopped production). On the contrary, forecasts for the following 
months appear more difficult. The need for rebuilding should stimulate activity, but 
there are doubts about the evolving situation at the Fukushima nuclear site and about 
households’ and firms’ expectations and confidence when the current panic ends.  
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Considering global economic effects, the principal effect will be felt through trade 
relations between Japan and rest of the world. Firstly, the effects will be felt 
throughout international production chains where Japanese companies work. In this 
case more immediate consequences will occur for Asian companies; first and 
foremost for China, with whom trading is stronger and very important. Secondly, all 
numerous exporters to Japan will directly feel the effects of the Japanese disaster: the 
Land of the Rising Sun’s imports represent a twentieth of all global trade exchanges. 
Finally, if we focus on Italian companies, we see that only 1.3% of all manufacturing 
export is direct to Japan, but the percentage changes significantly among different 
sectors. Those most directly involved are pharmaceuticals (for which Japanese sector 
export value is 4.6%), fashion industry (4.2%) and organic chemistry (3.8%). 
In the end, the indirect effect on our exports to countries with whom Japanese trading 
is strong will be felt in the future.  

• In view of the Japanese disaster, all other factors and recent economic events 
are less important: since 11 March (date of earthquake), foreign exchange markets, 
stock markets and raw materials markets have been ruled by Japan’s developing 
situation.  
The currency market saw an appreciation of the Yen due to the possible need for 
liquidity to sustain and finance Japan’s reconstruction. The Yen is at 113.5 compared 
to the Euro. Instead, the $/€ exchange is more stable than that of the Yen. It has 
recently fluctuated around 1.39 (1.4004 closing price as of 17 March 2011).  
Raw materials quotations increased up to the beginning of March, as a consequence of 
geopolitical tensions in North Africa and the Middle-East. Confindustria’s index of raw 
materials1 peaked again in February 2011, registering a growth of 4.2% compared to 
the previous month’s historically high level. After the terrible Japanese events, raw 
material prices declined in general. This decline included oil: the Brent fell to $108.52 
per barrel on 15 March 2011, despite tensions in North Africa and the Middle-East. 

• Japan’s monetary policy has become expansionary. In order to cushion the 
economic cycle from the negative shock wave, The Bank of Japan injected liquidity 
into the markets many times. Also regarding monetary policy, The Fed is continuing 
its expansionary actions, unperturbed by inflation (pressures on prices have been 
judged “temporary”) and willing to make every effort to carry the American economy 
down the stable path of growth.  
The ECB is more apprehensive about emerging inflation tensions. According to its 
last report, “risks to the outlook for price developments are on the upside” and “it is 
essential that the recent rise in inflation does not give rise to broad-based inflationary 
pressures over the medium term”. Markets are reflecting more and more the fact that 
President Trichet’s proclamations will be put into action as early as The ECB 
Governing Council’s meeting at the start of April, during which the Official Interest 
Rate is expected to rise from its historical minimum level of 1% as of May 2009.  

• European Commission forecasts published at the beginning of March appeared 
more optimistic than previous ones: the Euro Area GDP in 2011 should increase by 
1.6% (instead of 1.5% as estimated four months ago). This is thanks to Germany’s 
strength, enterprises’ increasing confidence and improving expectations about the 

                                                      
1 Index expressed in Euro, referring to Raw Materials quoted in International Stock Markets. The index is weighted with 
Italian shares in global trade. 
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global economy. Italian growth is confirmed at 1.1%, the only static country out of the 
five analyzed (Germany, France, Spain and the Netherlands). 

• In February inflation was still increasing in the Euro Area: the harmonized index 
reached 2.4%. Germany (+2.2%) and Italy (+2.1%) also recorded strong increases. 
Consumer prices in Milan also increased: +2.3% in the NIC Index. 

• In January 2011 the unemployment rate decreased in the Euro Area (from 
10.0% in December 2010 to 9.9%) and in some main European countries, such as 
Germany (from 6.6% to 6.5%) and France (from 9.7% to 9.6%). It also decreased 
substantially in the USA, from 9.4% to 9.0%. Instead in Italy, the unemployment rate 
has remained steady at 8.6% since November 2010. 

 
• In February 2011 the confidence index continued to grow in the Euro Area. It 

was the twenty-third consecutive month of increase after the minimum value reached 
in March 2009 during the economic crisis. The index rose again also in Germany and 
Spain, after a temporary pause in January. On the contrary, it fell slightly in Italy and 
dropped in France. 
In the Milan Area, in January the confidence climate recovered and jumped to its 
highest value in the last five years, after its slowdown at the end of 2010. The 
improvement was significant and involved all business variables: demand showed 
strong recovery, inventories were below standard levels and the short-term forecasts 
on production were extremely positive.  

• After the unexpected production decrease of 1.5% in January, Confindustria 
estimates a high jump in February with a short-term change equal to 1.7%.  “The high 
and surprising fall in January contrasted with the qualitative information in the short-
term surveys and the consensus forecasts,” Confindustria noted. However, the 
January data significantly worsened the recovery profile: “the increase in the first part 
of this year will be slower than expected”.  

• In February 2011 Cassa Integrazione Guadagni diminished considerably in 
comparison to the previous year, while it increased strongly compared to the previous 
month. This opposite trend took place both in Italy and in Milan.  
The decrease was due to fewer CIGO, while Cassa Integrazione Guadagni In Deroga 
soared. According to INPS, there is nothing to be worried about because February 
data usually increases in comparison to that of January. 
In companies associated with Assolombarda, CIGO decreased more quickly than in 
other Milanese companies. 
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