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Context




Key Global Development and Risks

Key development
* Global growth at its slowest since financial crisis; with a synchronized slowdown
* Manufacturing downturn, rising trade barriers, services holding up

 Accommodative macro policies provide vital support to activity

Risks are skewed to the downside

* Trade tensions could escalate, with associated elevated policy uncertainty

* Financial market sentiment could deteriorate, giving rise to a generalized risk-off episode
e Climate change could severely weaken prospects, especially in vulnerable countries

» Key emerging market economies under stress may not achieve durable normalization



Growth remains subdued amid trade tensions that have resulted in

a period of prolonged uncertainty

Real GDP Growth
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Global trade growth: slowest pace since 2012

Contributions to Global Imports
(Percentage points, three-month moving Average)
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Broad-based slowdown in manufacturing, trade, capex, durables

World Trade, Industrial Production, and Manufacturing PMI

(Three-month moving average, year-over-year percent change; Deviations from
50 for Manufacturing PMI)
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While manufacturing weakened, services activity and consumer
confidence have remained resilient
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Asia has been hit particularly hard, with a pronounced
slowdown in manufacturing, investment and trade

Industrial Production Real Investment Import Growth, 2019 H1
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140 ¢ \ 20 2018: Projection
= 2019: Projection 0
130 :;gngg = 2019Q1 15 | & 2019: Actual for H1
Q . ® 2018: Actual g
120 10
°
110 5+ I l 5 |
I °
100 0 1 1 - 1 1 ‘ 1
® . o
90 ST
. -10 -
8 8 8 S xr 8T T £ BT D
" 0L e o S 25F5EESSEERS
= 7 S @ 5 S s Ys¥o22“ 8> a c§
o — [ o
O S 2 s g < = 2 = s =
70 2 = £ = =2 2 S
. . e — w
Thailand ~ Korea  Singapore Philippines o 2
Sources: Haver Analytics. Sources: World Economic Outlook

Sources: Haver Analytics and IMF staff calculations. 3



Z
e
O
)
-
@




Significant growth revisions among Advanced Economies
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Other

Advanced Advanced

World Economies U.S. U.K. Japan Euro Area Germany Canada Asia

2018 3.6 2.3 2.9 1.4 0.8 1.9 1.5 1.9 2.8

2019 3.0 1.7 2.4 1.2 0.9 1.2 0.5 1.5 1.6
Revision

from Apr. —0.3 —0.1 0.1 0.0 -0.1 —0.1 0.3 0.0 —0.6

2019

2020 3.4 1.7 2.1 1.4 0.5 1.4 1.2 1.8 2.7
Revision

from Apr. -0.2 0.0 0.2 0.0 0.0 -0.1 -0.2 -0.1 -0.5

2019
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Across the board downward revisions in growth

Growth projections: Selected Asia
(Percent change from a year earlier)
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2018 3.6 55 6.6 0.8 6.8 2.7 2.8 5.2 3.1 4.1

2019 3.0 5.0 6.1 0.9 6.1 2.0 1.8 4.6 0.5 2.9
Revision from

por 2016 -0.3 04 02 01 -12  -06 -0.3 -0.4 -1.8 -0.6

2020 3.4 5.1 5.8 0.5 7.0 2.2 2.5 4.8 1.0 3.0
Revision from

por 2014 -0.2 03  -03 0.0 05  -06 -0.5 -0.3 -1.4 -0.5

Source: IMF World Economic Outlook.
Note: Projections based on October 2019 Vintage of WEO. Figures for India are on a fiscal year basis.
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Across the board downward revisions in growth

Growth Projections: Selected Asia

(Percent change from a year earlier)
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Sources: IMF, World Economic Outlook.
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The downward revisions in Asia are large, driven by weakness in
investment and trade

2019 Projection Revisions
(In percent, difference between October 2019 WEO and April 2019 WEO)
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Asia remains the fastest-growing major region, but the projected
pickup in global growth in 2020 is largely due to other regions

Contribution to Change in Global Growth, 2019-2020

Contribution to Global Growth by Region, 2019

(Percentage points)
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China: Prolonged trade tensions and tighter domestic financial
conditions have dampened near term growth outlook

China's 2019-2020 Growth, Decomposition of
Revisions relative to July 2018 WEO Vintage

(Percentage points)

2 _
15 F
1 L
05
= Policy response
0 1
05 ® Fundamentals and external
demand
-1 L
15 m Direct trade, confidence,
' and financial
-2 L
-25 L

2019 ~ 2020

Exports, and especially imports, weakened...
(In percent, USD, goods, yoy, 3mma)

30 |
10% on $200bn of Chinese 10% to rise to 25%
25 | imports announced announced \

20
15

10

DT 10% on additiona
$300bn announced
-10 L
2017M2 2017M8 2018M2 2018M8 2019M2 2019M8

Source: Haver Analytics.

15



China: Additional risks in the banking sector

NCD Issuance, 2019 Bank Balance Sheet Characteristics, 2018
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India: With activity slowing and limited fiscal space, structural reforms,
along with continued monetary accommodation, are needed.

India: Real GDP Growth General government fiscal balance, 2018
(In percent, Year-on-Year) (In percent of GDP)
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Japan: Strong domestic demand supports economic growth; yen
appreciates at times of global uncertainty

Japan: Contributions to Real GDP
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Korea: Despite modest policy easing, the output gap has widened and
inflation remains well below target

Exports and private investment remain sluggish Korea's economy is moving further from internal balance
(Index, 2016 = 100) (Spring WEO projection for 2019)
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ASEAN-5: Growth is moderating reflecting slowdown in external
demand, though financial conditions remain accommodative

Trade Performance
(Percent, y/y, 3mma)
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Thailand: Growth remains subdued amid a cyclical downturn and
persistent macro imbalances

Consumer Confidence, and Exports and Imports of Goods Thailand: Current Account Balance, Savings and Investment

(Percentage, year-on-year change) (In percent of GDP)
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Sources: Haver Analytics and IMF staff calculations. Sources: CEIC Data Co. Ltd.; and IMF staff calculations.
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Remittances and Correspondent Banking Issues

Number of Active Counterparty Countries by region

Cost of Remittance by Destination Region .
(Average percent change across region)

(In percent of amount sent)
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Risks tilted to the
downside




Uncertainty surrounding China-US trade tensions remains a key
risk

; ; ; ; Following unsuccessful negotiations, US
Trade Protectionism Policy Uncertainty throaton to o 1020 25% o $2008
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Source: IMF staff estimates.
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This has a large impact on investment and corporate spreads in Asia...

Impact of Trade Policy Uncertainty on Investment to GDP :mpact of)Trade Policy Uncertainty on Corporate Spreads
Basis points
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...and confidence and financial market effects can result in a range of
growth outcomes

M Escalaton M Truce ----- DASHED is Corporate Spread Shock — SOLID adds Investment Shock (Confidence)
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Increased role of GVCs in trade raises GVC dislocation vulnerability

China’s Value-Added Share Embedded in Trading Partners’ Value-Added Share
Trading Partner Final Demand? Embedded in China’s Final Demand?
(Percent)] (Percent)
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Sources: Organisation for Economic Co-operation and Development, Trade in Value Added (TiVA),2018 vintage
1Computers, electronics, and electronic equipment.
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Data is still emerging on the extent of GVC dislocation amid
rising concerns

Export Growth, 2019 H1, Percent;, Year-on-Year

Export Growth and Export Sophistication Impact of tariff and US-China Trade Tensions on Business
(2019H1; yoy; Index) Strategy
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What is the impact of reshoring production after a GVC dislocation

Advanced Economies Reshoring
(Percent deviation from control)

— Reshaoring Resharing plus lower margins Reshoring plus weaker technological diffusion
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Uncertainty over oil prices is a key risk but also opportunity for Asia

Crude Oil Prices and Brent Futures Curves Oil Trade Balance
(US dollar per barrel) (In Percent of GDP, 2018)
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Risk that accommodative financial conditions could reverse

Expected Fed Fund Rate vs. FOMC Dots Total Portfolio Flows
(Percent, end-of-period) (Billions of US dollars; basis points)
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..Asian EM are susceptible to a sudden tightening of financial
conditions and risk-off episodes, with significant spillovers

Financial Conditions Index, Emerging Asia excl. China
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Policy Discussion




Monetary policy support is possible in some cases, given inflation
pressures have been low...

Selected Asia: Headline Inflation Selected Asia: Policy Rate Actions

(Percent change; year-over-year) (In basis points)
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Sources: Haver Analytics; Bloomberg L.P.; and IMF staff calculations.
Note: Cutters/Hikers/Holders are classified based on policy action since end December 2018; China:

Sources: CEIC Data Company Ltd.; and IMF staff calculations. 7-day reverse repo rate. The new policy rate series was applied for Indonesia in April 2016.
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... and some countries have fiscal space to offset external shocks

Government Debt, 2018 Change in Fiscal Balance
(% of FY GDP) (Percent of GDP;, difference between 2019 projections and 2018 actuals)
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Key policy objectives

Overarching priority

e Reduce global policy uncertainty

Policies for stability and inclusive growth

 Policy mix adjusted to offset slowdown in demand stemming from the
effects of prolonged uncertainty

e Financial risks should be contained, using macroprudential policy

e Structural reforms to promote higher productivity and inclusive growth

The presentations on managing capital flows and the effectives
structural policies will elaborate on these recommendations



Thank you!
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