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Prospects for World GDP Growth
(Year-on-year; in percent)
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Note: Dotted lines denote April 2010 WEO forecasts. Note: Dotted lines denote the span of April 2010 WEO 4
fan chart.
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Global Recovery Stalls, Downside Risks Intensify

The global recovery is threatened by intensifying strains in the euro area and fragilities elsewhere.
Financial conditions have deteriorated, growth prospects have dimmed, and downside risks have escalated

Global output is projected to expand b@mﬁ?nr i 2@1{2 I and Figure 1)—a dowmward revision l
ofbout % percentage point relative to the September 2011 World Economic Qutlook (WEQ), This is

largely becatise the euro area economy is now expected to go into a mild recession in 2012 as a result of

|‘

the rise in sovereign vields, the effects of bank deleveraging on the real economy, and the impact of
additional fiscal consolidation. Growth in emerging and developing economies is also expected fo slow
because of the worsening external environment and a weakening of nternal demand. The most immediate

7k kR ”World Economic Outlook Update”, IMF, Jan. 2012



Figure 1. Global GDP Growth
(Percent, quarter over quarter, annualized) 4%

Emerging and
developing economies
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Source: IMF stalT estimales.

7k kR © "World Economic Outlook Update”, IMF, Jan. 2012
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Global Recoverv Stalls. Downside Risks Intensifv

because of the vorsening external emvironment cmd veakening of interna de umm’ The ost nnmedm

policy challenge is to restore confidence and put
while sustainine adiustment. containine deleveragine. and providine more liguidity mm’ oetary

accommodation. In other major advanced economies, the key policy requirements are fo addvess mediim-
term fiscal imbalances and to repair and reform fivancial systems, while sustaining the recovery. I

emerging and developing economies, near-term policy should focus on responding o moderating domestic

orowth and to slowine external demand from advanced economies.

7k kR "World Economic Outlook Update”, IMF, Jan. 2012
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At the current pace of job growth, it will take
years for the labor market to regain all the jobs
that were lost during the recession

147 -

145-

135-

US Employment

or 08 09

10

11

Fources: Reiwlers Coolin, | lsog Seng Dank

» Private nonfarm payroll
employment lost over 8
million jobs during the
recession

* |t has added back about
2.8 million

« Unless the pace of job
gains pick up, it could
take 2 to 3 years for the
unemployment rate to
return to pre-crisis
levels

“Global Economic Outlook™, Intellectual Exchange, Hang Seng Bank, 13 January 2012.
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US house prices are still hovering near the 2009
trough

US House Price Index
(S&P Case-Shiller 20 major cities)
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US is under pressure to reduce its budget gap and
federal debts. Political wrangling will also make it
difficult for Presu:lent Obama to pursue

A"“A“n.h“‘—‘l-

exXpansionary fiscal policy

—-—-—

Federal Government Balance as a % of GDP US Federal Debt Qutstanding
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Countries such as Italy and Spain have to pay
higher interest rates to refinance their debts

10-year Gov't Bond Yields
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Banks also face higher funding costs as they are the major
holders of European government bonds, and are increasingly
reliant on the European Central Bank for funding

Eurczone Interbank Interest Rates (Eurlbor)
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Even if the crisis could be resolved, growth would suffer as
many European countries are tightening their belts in an
effort to reduce their debts and deficits

General Government Debt as a Share of GDP
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Figure 5. Net Fund Flows to BErerging Markets
(Billions of US. dollars; weekly flows)
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Source: BFFR Golxa

TR %R - ”World Economic Outlook Update”, IMF, Jan. 2012
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Figure 1.3. Selected Asia: Financial Condition Index (FCI)
(Index; increase = loosening of financial conditions, zero= neutral)

— industrial Asia -----China —— East Asia fexcl. China) -—--ASEAN' — — india
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Source: IMF staff estimates.
1T ASEAN includes Indonesia, Malaysia, the Philippines, Singapore, and Thailand.

Source: “Regional Economic Outlook”, IMF, October 2011 28
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2008 4.5 67 27 50 30 24 14 14 3.6
2009 6.3 10.1 46, 70 48 39 21 25 5.4
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7/2011 - 9/2011 4.8 44 28 49 28 24 13 ## 3.4
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