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1. Strong economic fundamentals in many key economies contributed to stronger investor
confidence worldwide. General government deficits decreased in the United States, the European
Union and in Japan and inflationary pressures were contained. A high level of global monetary
liquidity combined with a low level of real interest rates contributed to a rally on global stock
markets. Stock markets in emerging economies again recorded much faster growth than those in
developed economies. Increased investor confidence in emerging markets is also reflected in the
sharply reduced spread in interest margins between emerglng market bonds and those of US
government bonds. (12 43)

2. The financial crisis that first erupted with the U.S. subprime' mortgage collapse in August 2007
has deepened further in the past six months and entered.a tumultuous new phase in September.
The impact has been felt across the global financial system, including in emerging markets to an
increasing extent. Intensifying solvency concerns have led to emergency resolutions of major U.S.
and European financial institutions and have badly shaken confidence. In response, the U.S. and
European authorities have taken extraordinary measures aimed at stabilizing markets, including
massive liquidity provision, prompt intervention to resolve weak institutions, extension of deposit
insurance, and recent U.S. legislation to use public funds to purchase troubled assets from banks.

(1473

3. The multilateral trading system is confronted by considerable challenges, of a short-term nature
in relation to incomplete negotiations, but more fundamentally in relation to its continuing role as
an institution vested with the legitimacy necessary to mediate international trade relations. The
balance of economic power and the focus of national interests is shifting among nations. Do
governments see viable alternatives to the inclusiveness of the universalist perspective implicit in
today’s multilateral trading system? If not, careful reflection is needed on how to nurture and
manage the multilateral trading system in the interests of shared benefits. The future of the WTO

depends on how far governments value the contributions such an institution can make. (14 43)
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