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Figure 1.1. Global Indicators

The global manufacturing cycle has turned down again. Industrial production has slowed sharply in
advanced and emerging market and developing economies and so has world trade. The
deterioration is broad based. Unemployment in advanced economies remains appreciably above
precrisis levels and is elevated in eastern Europe and the Middle East and North Africa.
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Source: IMF staff estimates.

Note: US = United States; EA = euro area; CIS = Commonwealth of Independent States; DA =
developing Asia; EE = emerging Europe; LAC = Latin America and the Caribbean; MENA = Middle
East and North Africa.

"Australia, Canada, Czech Republic, Denmark, euro area, Hong Kong SAR, Israel, Japan, Korea, New
Zealand, Norway, Singapore, Sweden, Switzerland, Taiwan Province of China, United Kingdom,
and United States.

®Argentina, Brazil, Bulgaria, Chile, China, Colombia, Hungary, India, Indonesia, Latvia, Lithuania
Malaysia, Mexico, Pakistan, Peru, Philippines, Poland, Romania, Russia, South Africa, Thailand,
Turkey, Ukraine, and Venezuela.

*Sub-Saharan Africa (SSA) is omitted due to data limitations.

*The Growth Tracker is described in Matheson (2011). Within regions, countries are listed by
€conomic size.
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Figure 1.2. Euro Area Developments

The crisis in the euro area has deepened. Activity is contracting, mainly due to deep cutbacks
in production in the periphery economies, because financial and fiscal conditions are very
tight. Sovereign issuers and banks in the periphery are struggling to attract foreign investors.
Their sovereign debt spreads have risen appreciably, and their banks rely increasingly on the
European Central Bank (ECB) for funding. As a result, they have cut back domestic credit.
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Sources: Bloomberg Financial Markets; national central banks; and IMF staff estimates.
'Greece, Ireland, Italy, Portugal, and Spain.
2Ten-year government bonds.
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Figure 1.3. Current and Forward-Looking Growth Indicators

Purchasing managers’ indices for the manufacturing sector do not yet point to a significant
reacceleration of activity—they remain below the level of 50, indicating falling output. The
deterioration is particularly pronounced in the periphery of the euro area. Investment in
machinery and equipment has also weakened, especially in the euro area. Furthermore, the
pace of stock building has moved into a lower gear. Consumption has shown greater
resilience, especially in emerging market and developing economies. Somewhat lower oil
prices may support consumption in the advanced economies. However, higher food prices
will harm many households, especially in emerging market and developing economies.
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Sources: Haver Analytics; and IMF staff calculations.

Note: Not all economies are included in the regional aggregations. For some economies, monthly
data are interpolated from quarterly series.

'Argentina, Brazil, Bulgaria, Chile, China, Colombia, Hungary, India, Indonesia, Latvia, Lithuania,
Malaysia, Mexico, Peru, Philippines, Poland, Romania, Russia, South Africa, Thailand, Turkey, Ukraine,
and Venezuela.

*Australia, Canada, Czech Republic, Denmark, euro area, Hong Kong SAR, Israel, Japan, Korea, New
Zealand, Norway, Singapore, Sweden, Switzerland, Taiwan Province of China, United Kingdom, and
United States.

*Greece, Ireland, Italy, and Spain.

‘Purchasing-power—parity-weighted averages of metal products and machinery for the euro area,
plants and equipment for Japan, plants and machinery for the United Kingdom, and equipment and
software for the United States.

%Based on deviations from an estimated (cointegral) relationship between global industrial production
and retail sales.

°y.S. dollars a barrel: simple average of spot prices of U.K. Brent, Dubai Fateh, and West Texas
Intermediate crude oil. The dashed lines indicate projected oil price in April 2012 WEO and current
WEQ.
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Figure 1.4. Fiscal Policies

In 2012, fiscal policy became more contractionary in the advanced economies. It became
much less contractionary in the emerging market and developing economies, where the fiscal
deficit is expected to be about 12 percent of GDP—much lower than the 6 percent of GDP level
projected for the advanced economies. However, before the crisis, emerging market and
developing economies were running surpluses. Over the medium term, many should
strengthen their fiscal positions to rebuild room for policy maneuvering. The main challenges
with respect to deficit reduction lie, however, in the advanced economies, where public debt is
in excess of 100 percent of GDP and rising.
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Source: IMF staff estimates.
G7 comprises Canada, France, Germany, Italy, Japan, United Kingdom, and United States.
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Figure 1.5. Monetary Policies

Expectations are for very accommodative monetary policies in the major advanced
economies. Real interest rates are also low in many emerging market and developing
economies, and several economies have cut their policy rates in the past six months.
However, only a few economies implemented large cuts. Over the medium term, policy
rates will have to be raised, but considering the downside risks to the outlook, many central
banks can afford to hold steady now or ease further. In advanced economies, central bank
balance sheets have expanded appreciably, but their size is not unusual compared with
those of various emerging market economies.
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Sources: Bloomberg Financial Markets; and IMF staff estimates.

Note: BR = Brazil; CL = Chile; CN = China; CO = Colombia; ID = Indonesia; IN = India; KR =
Korea; MX = Mexico; MY = Malaysia; PE = Peru; PH = Philippines; PL = Poland; RU = Russia;
TH = Thailand; TR = Turkey; ZA = South Africa. BOJ = Bank of Japan; ECB = European
Central Bank; Fed = Federal Reserve.

"Expectations are based on the federal funds rate for the United States, the sterling overnight
interbank average rate for the United Kingdom, and the euro interbank offered forward rates
for Europe; updated September 13, 2012.

2Bank Indonesia rate for Indonesia; the Central Bank of the Republic of Turkey's effective
marginal funding cost estimated by IMF staff for Turkey.

3ECB calculations based on the Eurosystem’s weekly financial statement.
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Figure 1.6. Recent Financial Market Developments

Equity markets recently registered large losses and have been very volatile. Policy
pronouncements have had large effects. Bank lending conditions are gradually easing from
very tight levels in the United States but are continuing to tighten in the euro area. U.S. credit
to households and nonfinancial firms is growing again; euro area credit remains in the
doldrums, amid cutbacks in the periphery.
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Sources: Bank of America/Merrill Lynch; Bloomberg Financial Markets; Haver Analytics;
and IMF staff estimates.

"Weighted average of the Spanish IBEX and Italian FTSEMIB using September 13, 2012,
market capitalizations.

2percent of respondents describing lending standards as tightening “considerably” or
“somewhat” minus those indicating standards as easing “considerably” or “somewhat”
over the previous three months. Survey of changes to credit standards for loans or lines of
credit to firms for the euro area; average of surveys on changes in credit standards for
commercial and industrial and commercial real estate lending for the United States;
diffusion index of “accommodative” minus “severe,” Tankan (survey of lending attitudes of
financial institutions) for Japan.
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Figure 1.7. Emerging Market Conditions

Emerging markets suffered capital outflows until recently, their equity markets declined, and
their risk spreads widened somewhat. Banks are tightening credit standards in the face of
credit and asset price booms and reduced external funding. However, demand for loans
continues to expand.
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Sources: Bloomberg Financial Markets; Capital Data; EPFR Global; Haver Analytics; IIF
Emerging Markets Bank Lending Survey; and IMF staff calculations.

Note: ECB = European Central Bank; LTROs = Longer-term refinancing operations; AFME =
Africa and Middle East.

JPMorgan EMBI Global Index spread.

2JPMorgan CEMBI Broad Index spread.
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Figure 1.8. GDP Growth
(Half-over-half annualized percent change)

Real GDP growth is projected to move sideways or accelerate modestly in 2012. Activity
is expected to continue to contract during 2013 in the periphery economies of the euro
area. In emerging Asia and Latin America, the projected acceleration is mainly driven
by China and Brazil, which have been easing their macroeconomic policies in response
fo weakening activity.
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Figure 1.9. Overheating Indicators for the G20 Economies

Domestic overheating indicators point to ample slack in the advanced economies—most indicators flash blue. By contrast, a number of yellow and red indicators for the emerging market and developing
economies point to capacity constraints. External overheating indicators flash yellow or red for Japan and China—rather thanraising concerns, these are symptoms of an internal demand rebalancing
process that has helped bring down global current account imbalances. However, in China, the rebalancing is overly reliant oninvestment. In Germany, which is the world’s other major surplus economy, the
rebalancing process is lagging. The red indicators for Turkey point to external vulnerabilities.Credit indicators point to excesses in many emerging market and developingeconomies. Other financial
indicators are mostly reassuring about overheating, except for Brazil.

2012 estimates above the 1997-2006 average, except as noted below, by:

. Less than 0.5 standard deviation Greater than or equal to 0.5 but less than 1.5 standard deviations . Greater than or equal to 1.5 standard deviations
Domestic External Financial
Output Real
relativeto  Qutput Unemp- Terms of Capital Current Credit House  Share Fiscal  interest
trend’ gap  loyment |nflation> Summary trade inflows account Summary  growth® price’  price’  Summary balance*  rate®
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South Africa
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Sources: Australia Bureau of Statistics; Bank for International Settlements; CEIC China Database; Global Property Guide; Haver Analytics; IMF, Balance of Payments Statistics Database; IMF, International
Financial Statistics Database; Organization for Economic Cooperation and Development; and IMF staff estimates.

Note: For each indicator, except as noted below, economies are assigned colors based on projected 2012values relative to theirprecrisis (1997-2006) average. Each indicator is scored as red = 2, yellow=
1, and blue = 0; summary scores are calculated as the sum of selected component scores divided by the maximum possible sum of those scores. Summary blocks are assigned red if thesummaryscore is
greater than or equal to 0.66, yellow if greater than or equal to 0.33 but less than 0.66, and blue if less than 0.33. When data are missing, no color is assigned. Arrows up (down) indicate hotter (colder)
conditions compared with the April 2012 WEO predicted values for 2012.

'Output more than 2.5 percent above the precrisis trend is indicated by red. Output less than 2.5percent below the trend is indicated by blue. Output within +2.5 percent from the precrisis trend is
indicated by yellow.

2For the following inflation-targeting economies, the target inflation rate was used instead of the 19972006 average in the calculation of the inflation indicator: Australia, Brazil, Canada, Indonesia, Korea,
Mexico, South Africa, Turkey, United Kingdom. For the non-inflation-targeting economies, red was assigned if inflation is approximately 10 percent or higher, yellow if inflation is approximately 5 to 9
percent, and blue if inflation is less than 5 percent.

*The indicators for credit growth, house price growth, and share price growth refer to the latest2012 values relative to the 1997-2006 average of output growth.

“Arrows in the fiscal balance column represent the forecast change in the structural balance as apercent of GDP over the period 2011-12. An improvement of more than 0.5 percent of GDP is indicatedby
an up arrow; a deterioration of more than 0.5 percent of GDP is indicated by a down arrow.

°Real policy interest rates below zero are identified by a down arrow; real interest rates above 3 percent are identified by an up arrow. Real policy interest rates are deflated by two-year-ahead inflation
projections.

SCalculations are based on Argentina’s official GDP data. The IMF has called on Argentina to adopt remedial measures to address the quality of the official GDP data. The IMF staff is also using alternative
measures of GDP growth for macroeconomic surveillance, including data produced by private analysts, which have shown significantly lower real GDP growth than the official datasince 2008. The IMF
staff’s estimate of average provincial inflation is used as a measure of inflation and to deflate nominal variables.
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Figure 1.10. Global Inflation
(Twelve-month change in the consumer price index unless noted otherwise)

Headline inflation has declined everywhere, helped by lower commaodity prices. In the
emerging market and developing economies, core inflation has declined too. In advanced
economies, it has remained stable around 1% percent. House price developments
increasingly diverge across economies. In various smaller advanced and a number of
emerging market and developing economies, upward pressure remains, notwithstanding
already high prices.

-1. Global Aggregates: Headline Inflation -10
- Emerging market -8
and developing
- economies -6
-4
3 2
Advanced economies N
\/ °
L 1 1 1 1 1 1 1 1 1 1 _2
2002 04 06 08 10 Jul.
12
-2. Global Aggregates: Core Inflation -10
- -8
- Emerging market -6
and developing -
- economies -4
Worl -
=2
Advanced economies 0
L 1 1 1 1 1 1 1 1 1 1 _2
2002 04 06 08 10 Jul.
12
~ 3. Real House Prices across Countries - 180
(indices; 2008:04 = 100) Brazil
- - 160
- - 140
Boom-bust' - 120
100
Upward pressure? 80
L 1 1 1 1 1 1 1 60
2005 06 07 08 09 10 1 12:
Q2

Sources: Haver Analytics; and IMF staff calculations.

Boom -bust countries: Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland,
France, Greece, Iceland, Ireland, Italy, Latvia, Lithuania, Malta, Netherlands, New Zealand,
Poland, Russia, Slovak Republic, Slovenia, South Africa, Spain, Turkey, Ukraine, United
Kingdom, United States.

2Jpward pressure countries: Australia, Austria, Belgium, Canada, Colombia, China, Hong
Kong SAR, Hungary, India, Israel, Malaysia, Norway, Philippines, Switzerland, Singapore,
Serbia, Sweden, Uruguay.
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Figure 1.11. Risks to the Global Outlook

Risks around the WEO projections have risen, consistent with market indicators, and remain
tilted to the downside. The oil price and inflation indicators point to downside risks to growth,
while S&P 500 options prices and the term spread suggest some upside risk.

_ 1. Prospects for World GDP Growth' -7
(percent change) -

— Baseline forecast
B 50 percent confidence interval
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- 90 percent confidence interval -1
A 90 percent confidence interval from April 2012 WEO -
7/ 0
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2. Balance of Risks Associated with Selected Risk Factors?

(coefficient of skewness expressed in units of the - 08
underlying variables) -
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12 12

Sources: Bloomberg Financial Markets; Chicago Board Options Exchange; Consensus
Economics; and IMF staff estimates.

'The fan chart shows the uncertainty around the WEQ central forecast with 50, 70, and 90
percent confidence intervals. As shown, the 70 percent confidence interval includes the 50
percent interval, and the 90 percent confidence interval includes the 50 and 70 percent
intervals. See Appendix 1.2 in the April 2009 World Economic Outlook for details.

2The values for inflation and oil price risks enter with the opposite sign, because they
represent downside risks to growth.

3GDP measures the dispersion of GDP forecasts for the G7 economies (Canada, France,
Germany, Italy, Japan, United Kingdom, United States), Brazil, China, India, and Mexico. VIX =
Chicago Board Options Exchange S&P 500 Implied Volatility Index. Term spread measures
the dispersion of term spreads implicit in interest rate forecasts for Germany, Japan, United
Kingdom, and United States. Oil measures the dispersion of one-year-ahead oil price
forecasts for West Texas Intermediate. Forecasts are from Consensus Economics surveys.

14 EFESEES | 2012F10A8

X, 201 34RIC I B RABRIBMERIL, 7 XV A THIT5%,
AAT25%it8., 2 L C1— B TIZ80%iB L o T\ 5,

HHIEBIBIRIVFIA

FTCICEFAL 72 LIS EED VA7 32— BB 5
ANTIEBS RS L 7 2 ) A BUZ DWW TOREITD DT
BZETHD, ZNSHIFOTND IR HiAAZ H L) ATHEM:
Wb 5, IOIT AN EAO Y ay 7Lk b L
nz\,

2— DB 07 B 1EHEDHEL

2—nBEGEESEENLT 200 Lk, OMT 7S
7 LSRN FEA TIN5 R DRIIRANCRE SRS
(EMU) O FEBIMEIC BT 2 HOEBIN A TG D5 &5
BELBVAZIIME T 57259, LL.2Oe—7 T4 —%
Y FOATIE, B ENZROY AT ST ZIE,
S EIC L ABUE IO WTORERZ D 5 A
BIROE ) LHRBEIEN, OIS IHAZREDHEL
7D ATy PAV MIDWTORERICEIDAELHVAITH
%, E5 557 EIE EEUL ~)LTHS U T iU, BR
PEINCHEREE 200 LNk,

2T BP0 T Y FUA I IMFRY v 712k %
Global Integrated Monetary and Fiscal Model (GIMF)
ZHOT - TOBIFE KOHITICE T 2R EDOH
IEHKUE T8 % R 5D ThH5, WEOTHIE X U'GFSR
HASFVAEIZEAD 2D FUFITE TR, 201 24
10HDGFSROFFOBEE S F I AIFICHRL ST
I WINDBERL R DB 2T bR ERELT
W5, ZDTFIFICBOTUL RGO T HIE L TE
BAL TS AT AIBIT 2B RIERL 2 — BN
DEARWE D IHBIcE T E TR > T GIMFD
DT FVFIZ WEOFHNCHARTRD LI %> ay 7 &4
WS 3 E LT - g2 8\ 2 530K T ; Rl E -
MBI BT B LD ECBUFYRZ 7L 275 R~ Ddk
WD B ZZ I BHEEICBIT 20 SARN T L S T4,
JER ] - Hd D & & | R 25 W B s 42T (R A
WaErte) St - e & NS - iIsic 1) B4



YR TV ETLD ER, a—nfE LR - Mk 5 0
BAGRE I T A INA RN E 2 2 TOBUFIR 2 7L
LMIE N T3 ER ST 5, JeitEE - Hitdic B\,
SRIBCOR 13X v A O RICHIE S B 2 IR
SBEERIR TR S N W EREIN S, Z4UT LT, Hil
E - HISIc B OTRREEA V7L BME T T 31020 T4h:
RlASKERIZ 4L, 2SI 5D 2y 7 DR %D

DREMSIF DI DEZEZSNTV S,

O FVATIE, 22— nEOFZEICEIT ZEEHIE 1 4E
HNCWEO Pl & EETRY13/4% T Y& L LS - Hud <o
TEEIRIZ69%6 13V >, FERRIN [ - HbIgi i 31 2 PE HYE T 13
FI1-11/2% L FLoi 5, B2 RIS HIIC D\ W TR A
RENTRG,

THRED b2 — B DB

GIMFDH 2D+ A id, FE OB YR AL DI T
B, ENFIEE L EMUSE IV 7 X O BN e 7 7 o —
FIzEkoTHIR S 2 LAE LT 5, FE1IZ201 24E 10 AR
GFSROFEEBER S FVATHL 6N TC05, 2D F UL
BT TCICAEINL T IV ICHARE L TRl 2
STERZME T2 I E2HRK L T2, BERYRIE, XD
FERRBER AL E R ERO 7 VTN T BRI
RIS iU o, 24U, BORYRDERT
Mo E MBI E~Du— ey 72l fE) 3 5%
— R EANT I EERE LTS, ATRERTEI O & LT
HIFSNBDIE, FBDSZT % 2 7T SR TALEE X 7
AL BB IF IR FE PR B ERTES T (BT & bz
B BARNZFHHMES (U T rU e 5 72000) 2 LTI
AT TOBENIEE 2 EDH o5, 20T T
FOTTIE(K1.13) \BERANDERBEHE L kLT
TBADR ST BITOoNT, 21— EOH A LiRD
%, WEO Pl B L U'GFSREA S Y A1 th_ T, 20134
I, 22— B R E - T S5 M
TERL.Y 7V A7 Ly FSHI200R— 2 AR A ¥ METF
T 5, JERHIS TR R R iz E Tl & 1
1<, DSt E - M Iz B\ T HEE R 7L v F 350~
— S ARA Y MET 52— BLE] - g I B V>TiE 100X

12,2501 —1

F1E HRIBLEHE

Figure 1.12. Recessions and Deflation Risks

Risks for a prolonged recession and for sustained deflation are elevated in the euro area,
notably in periphery economies. The risk of deflation continues to be a problem in Japan.
In other areas, the risks are minimal.
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Source: IMF staff estimates.

'Emerging Asia: China, Hong Kong SAR, India, Indonesia, Korea, Malaysia, Philippines,
Singapore, Taiwan Province of China, and Thailand; Latin America: Brazil, Chile, Colombia,
Mexico, and Peru; remaining economies: Argentina, Australia, Bulgaria, Canada, Czech
Republic, Denmark, Estonia, Israel, New Zealand, Norway, Russia, South Africa, Sweden,
Switzerland, Turkey, United Kingdom, and Venezuela.

%For details on the construction of this indicator, see Kumar (2003) and Decressin and Laxton
(2009). The indicator is expanded to include house prices.
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Figure 1.13. Upside and Downside Scenarios
(Percent or percentage point deviation from WEQ baseline)

The Global Integrated Monetary and Fiscal Model (GIMF) is used to consider a scenario in
which policy is initially unable to prevent the intensification of euro area sovereign and
banking stress as well as a scenario in which policy action quickly alleviates the current
level of stress. The model contains two blocks of euro area countries, those with acute fiscal
sustainability issues (referred to as “periphery”) and those with less acute fiscal
sustainability issues (referred to as “core”).

The intensification-of-stress scenario (red bars) assumes that policymakers delay taking
sufficient action to prevent a sharp intensification of financial stress. Consequently,
deleveraging by euro area banks leads to a sharp credit contraction in periphery countries
but milder contraction elsewhere. Credit in periphery countries falls €475 billion below the
WEO baseline in 2013, while that in the core countries falls by €50 billion. Concerns about
fiscal sustainability raise periphery sovereign spreads 350 basis points in 2013; however,
subsequent policy action results in spreads falling thereafter and returning fully to baseline
by 2016. The core countries’ sovereign risk premium is assumed to decline by 50 basis
points in 2013 as a flight to quality within the euro area occurs. Sovereigns in the periphery
are forced into more front-loaded fiscal consolidation, averaging an additional 2 percentage
points of GDP in 2013. Risk concerns are also assumed to spill over to all other regions, with
corporate risk premiums rising by 50 basis points in advanced economies and 150 basis
points in emerging market and developing economies in 2013. The capital flight is assumed
to benefit the U.S. sovereign, with the risk premium falling by 50 basis points in 2013.
Monetary policy is constrained at the zero interest rate floor in the G3 countries (euro area,
Japan, United States), whereas elsewhere monetary policy eases to help offset the impact
on market interest rates of rising risk premiums.

In the scenario in which policy is able to alleviate the stress (blue bars), credit in the euro
area expands relative to the baseline and sovereign spreads decline. In the periphery
countries, credit expands by roughly €225 billion relative to the baseline, and sovereign
spreads decline by roughly 200 basis points in 2013. In other advanced economies,
corporate spreads fall by 50 basis points in 2013, and in emerging markets, the decline is
100 basis points.

B Scenario 1: Downside scenario
. Scenario 2: Upside scenario

- 1. Change in GDP after One Year -4

1 1 1 1 1 1 1
-6
United  EA core’ EA Japan Emerging Latin MENA SSA

States periphery? Asia  America

- 2. Change in Inflation after One Year

0.6
0.4
0.2
0.0
-0.2
-0.4

-0.6

1 1 1 1 1 1 1 _08
United FEAcore’  EA Japan Emerging Latn  MENA  SSA

States periphery? Asia  America

Source: GIMF simulations.

Note: EA = euro area; MENA = Middle East and North Africa; SSA = sub-Saharan Africa.
"Core countries are Austria, Belgium, Cyprus, Estonia, Finland, France, Germany,
Luxembourg, Malta, Netherlands, Slovak Republic, and Slovenia.

%periphery countries are Greece, Ireland, Italy, Portugal, and Spain.
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Figure 1.14. Output in Emerging Market and Developing
Economies

Output in emerging market and developing economies in Asia and Latin America is above
precrisis trends, but WEO output gap estimates still see some slack. Amid disappointment
relative to output projections, estimates for medium-term output have been lowered. For
China and India, the reduction amounts to 5 to 10 percentage points by 2016; for all emerging
market and developing economies, the reduction amounts to about 3%z percentage points.
Buoyant activity in many emerging market and developing economies has been driven partly
by better policies and partly by high credit growth and favorable terms-of-trade shocks. In
many economies, the high credit growth will be difficult to sustain at present rates without
weakening bank balance sheets. Also, future improvements in the terms of trade may be
more limited. Thus, there are risks that medium-term output could surprise further on the
downside.

_1. Output Relative to Precrisis Trends in WEO Estimates in 2012'
(percent of potential or precrisis trend GDP)

- WEOQ gap in 2012 -6

AE EM CEE cls DA LAC SSA
Real Credit Growth
(year-over-year percent change)
2. 3.
50 - —HK —BRZ_ _ —_— —D - 50
. CN ——AR%. TR ——C0 .
40 - IN - - - 40

2006 08 10 Jun. 2006 08 10 Jun.
12 12

4. Reduction in Medium -Term Output
(percent)3

WmBrazil WM China ™ india " EM - -9
1 1 1 -10
2012 13 14 15 16

Sources: IMF, International Financial Statistics; and IMF staff estimates.

Note: AE = advanced economies; AR = Argentina; BR = Brazil; CEE = central and eastern
Europe; CIS = Commonwealth of Independent States; CN = China; CO = Colombia; DA =
developing Asia; EM = emerging market economies; HK = Hong Kong SAR; ID = Indonesia;
IN = India; LAC = Latin America and the Caribbean; MY = Malaysia; SSA = sub-Saharan
Africa; TR = Turkey.

'Precrisis trend is defined as the geometric average of real GDP level growth between 1996
and 2006.

2Nominal credit is deflated using the IMF staff’s estimate of average provincial inflation.
*Relative to September 2011 WEO.
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Figure 1.15. Lower Global Growth Scenario
(Percent or percentage point deviation from baseline)

This scenario uses the IMF’s Global Economy Model to trace the global macroeconomic
implications of slower potential growth and temporarily higher risk premiums. For the
United States and the euro area, this scenario assumes that annual potential output growth
is Y2 percentage point below baseline over the WEO horizon, whereas for Japan, growth is ¥4
percentage point below baseline. In emerging Asia, potential growth is assumed to be 1
percentage point lower than baseline. For Latin American and all remaining countries, it is
assumed that potential growth is 2 percentage point below baseline. It takes until mid-2015
before it becomes clear that potential growth will be lower until end-2017. For advanced
economies, this raises debt-sustainability concerns, and sovereign risk premiums rise by
50 basis points by 2016 before gradually returning to baseline. As sovereign risk premiums
rise, advanced economies gradually tighten fiscal policy. The fiscal balance improves by 1
percent of GDP by 2016, and then gradually returns to baseline once the debt-to-GDP ratio
declines and risk premiums moderate. In emerging market and developing economies,
lower growth prospects raise concerns about the viability of some private investment, and
corporate risk premiums rise, particularly in the tradable sector. In this sector, corporate
risk premiums peak roughly 200 basis points above baseline in 2016 in emerging Asia and
about 150 basis points above baseline in Latin America. In the G3 (euro area, Japan, United
States), monetary policy is constrained by the zero bound on nominal policy interest rates.
For the first few years, interest rates cannot ease at all relative to the baseline, and beyond
that, there is only limited scope for easing.

GDP growth in all regions is well below the WEQ baseline between 2013 and 2016,with
global growth roughly 2 percentage points lower in 2015. Eventually, advanced economies
have scope to ease monetary policy, which helps support growth toward the end of the WEO
horizon and bring inflation back toward the baseline. Lower global growth translates into
weaker demand for commodities, and the price of oil falls by roughly 30 percent after three
years, with non-oil commodities falling by roughly 20 percent.

GDP Growth
(percentage points)

2. Emerging Market and
Developing Economies

1. Advanced Economies

United

1.0 -—— World — - Latin Emerging - 1.5
05— gt?:)ezrea Japan / -~ America Asia - 1
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- MENA ——SSA _
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- - -0.5
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2013 14 15 16 17 2013 14 15 16 17
Inflation and Commodity Prices
3. Core Inflation 4. Commodity Prices
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06— ) - - . o - 10
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0.2 ——Euroarea Japan- -— 0il price o5
0

-06 -
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_18I 1 1 1 -I
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Source: IMF staff estimates.

Note: EM = emerging market and developing economies; MENA = Middle East and North
Africa; SSA = sub-Saharan Africa.

"Excluding South Africa.
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Figure 1.16. Crisis Comparisons
(Index; years from crisis on x-axis)

Credit appears to be doing better after the Great Recession than after previous recessions
associated with credit crises. For example, domestic credit in the United States has held up
better than after 1989, notwithstanding a much sharper drop in output. The same holds for
creditin France and Italy when compared with the European exchange rate mechanism
(ERM) crisis, although real credit is now falling in Italy. In Spain, credit is doing less well,
consistent with a larger drop in output. Overall, these output and credit developments
suggest that low policy rates and unconventional measures have, thus far, helped

averta much deeper credit crunch. However, more action is needed to sustain and
improve credit, especially in the euro area periphery.

United States

— Previous financial crisis (1989 =100) — Current crisis (2008 = 100)

_ 1.Real GDP Level
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——ERM crisis (1992 =100) = Current crisis (2008 = 100)

France
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Italy
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Sources: IMF, International Financial Statistics; and IMF staff calculations.
Note: Latest 2012 credit data are based on June 2012 levels.
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Figure 1.17. Global Imbalances

Global current account balances narrowed sharply during the Great Recession and are not
projected to widen again, except for the contribution of emerging Asia. Exchange rate
developments since the onset of the crisis have been consistent with global demand
rebalancing. However, the appreciation of external surplus currencies has stopped during the
past eight months. IMF staff assessments suggest that current account balances remain
larger than desirable in emerging Asia and weaker elsewhere. Sustained accumulation of
international reserves in these economies is contributing to global current account
imbalances and associated vulnerabilities that are larger than desirable.

1. Global Imbalances
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Sources: IMF, International Financial Statistics; and IMF staff estimates.

Note: CHN+EMA: China, Hong Kong SAR, Indonesia, Korea, Malaysia, Philippines, Singapore,
Taiwan Province of China, and Thailand; DEU+ JPN: Germany and Japan; LAC: Latin America
and the Caribbean; 0CADC: Bulgaria, Croatia, Czech Republic, Estonia, Greece, Hungary,
Ireland, Latvia, Lithuania, Poland, Portugal, Romania, Slovak Republic, Slovenia, Spain,
Turkey, and United Kingdom; OIL: oil exporters; ROW: rest of the world; US: United States.
'Classifications are based on the IMF staff's Pilot External Sector Report (2012d),

which covers Australia, Belgium, Brazil, Canada, China, euro area, France, Germany,

Hong Kong SAR, India, Indonesia, Italy, Japan, Korea, Malaysia, Mexico, Netherlands, Poland,
Russia, Saudi Arabia, Singapore, South Africa, Spain, Sweden, Switzerland, Thailand, Turkey,
United Kingdom, and United States.

2These economies account for 12.3 percent of global GDP.

3These economies account for 7.3 percent of global GDP.

“These economies account for 4.8 percent of global GDP.

SEstimated differences between cyclically adjusted current accounts and those consistent
with fundamentals and desirable policies (percent of GDP).

®Bahrain, Djibouti, Egypt, Iran, Jordan, Kuwait, Lebanon, Libya, Oman, Qatar, Saudi Arabia,
Sudan, Syria, United Arab Emirates, and Yemen.

“Bulgaria, Croatia, Hungary, Latvia, Lithuania, Poland, Romania, and Turkey.
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Figure 1.18. Euro Area Imbalances

Current account imbalances have also narrowed within the euro area, reflecting mainly a
collapse of demand in the deficit economies in the periphery rather than stronger demand in
surplus economies, such as Germany and the Netherlands. Since the onset of the crisis, unit
labor costs have grown less in the deficit economies than in the surplus economies, but
more adjustment will be needed. Reducing global and euro area current account imbalances
will also require further policy changes. In external-deficit economies, these include reducing
large fiscal deficits, slowing entitlement spending, and, within the euro area, reforming labor
and product markets. In external-surplus economies, policies should improve social
protection and remove a variety of distortions.

1. Current Account Balance
(percent of euro area

2. Unit Labor Cost Changes
in Euro Area (EA) Economies

GDP) (percent; change from
B N T 2010:01 to 2012:01)3 73
2 - Euro area - -2
1 3 -1
0% 0
-1 - m - _1
- - arithmetic
9 - _ mm -

2 ~ . Germany 1 average -2
_g — = Periphery’ - - ) -3
SRR deficit? § n PPP-weighted R
4" mmEA surplus excl. Germany i T average T
_5 S T T Y 1 1 _5

198 02 06 10 14 17 EA economies with -
excessive EA crisis 1
surpluses® economies

3. Growth and Recovery 4. Required Trade Balance

10 - from the Crisis _ Adjustment’ - 12
0 _ (real GDP Index; - (percent of GDP) - 11
- 2007=100) - - =2012-20

- Other economies* - -
100 - - a" WEQ forecast - 9
i - 2012-17 g
95 - - . - 7
i - -6
0 - 75
- 8 - -4
85 ~Deficit economies’ ] - I
| ST o v | N 2

80
1999 2003 07 10 13 15 17 Greece Portugal Spain

5. Policy Contributions to Current Account Adjustments®
- (percent)

- EEFigcal

- . Social protection

_ Capital controls & intervention
= Other distortions

All surplus All deficit economies  Other euro area Euro area deficit
economies economies® economies

Sources: Eurostat; and IMF staff estimates.

Note: PPP = purchasing power parity.

'Greece, Ireland, Italy, Portugal, Spain.

2Excludes five periphery economies.

3Classifications based on the IMF Staff's Pilot External Sector Report (2012d), which covers
Australia, Belgium, Brazil, Canada, China, euro area, France, Germany, Hong Kong SAR,
India, Indonesia, Italy, Japan, Korea, Malaysia, Mexico, Netherlands, Poland, Russia, Saudi
Arabia, Singapore, South Africa, Spain, Sweden, Switzerland, Thailand, Turkey,

United Kingdom, and United States.

*Austria, Belgium, Finland, Germany, Luxembourg, and Netherlands.

SRequired adjustment of the trade balance between 2012 and 2020 to lower net foreign
liabilities to 35 percent of GDP by 2030, assuming that the nominal external interest rate is 3
percent and that the nominal GDP growth rate stays at the level projected for 2017.
SGermany, Netherlands.

2 EFESEES | 2012F10A8

NUVDORINRRZER LD NEBDO VT ARZ /T 241
PHEENZTOS (K117, 871 4) , 2—RE DK E X
- SO TIE, FA Y ONEEEIL T 77V A AT
TEIOARL v DS H %I ZBORDEHTH 5,

20— U ANIHTE 2 U E Db AT M 2 R bR
R KD B BRI 72 & 2R — BN OBz e L
T BREOHCAIZE IR 2D E W) TEHERE N
USRS\ (1,18, 83L5) % K DN RFE -
Ml R E A P B T 7 S LR IR E T B—%
TUIT AV ANE > TEERET 250 THS, 22— T
13 R E - HUISIC B W CE I S L A FRIE 22T
WO R Y av DL AL LT IESLEINS, B, Z
DX M EDOBEINE FS 1R TS B0 D
55 - R EYN TS ORGSR Ko THiTE I R T UE
BV WA RFELMELD T ICH 2 HTHE - Mgz oL
TE A E OB R E ML | LD I 7%
B AT LEFRAL 2N =774 — 2y M 2IEET S
HREOHEWHE LTS S,

BEBRICE>TRRRAHEWNETS

ROGERIEDI KA DD BIIED S &2 i 5, 21U %
7o R OREFIC)EF A2 75 L 21—
TOEREEZ LI, 2o O REE R 5
DRI UTTRIRUIKRE b DI D 35, IMF RS
723G20 Mutual Assessment Process ([ CTIERL
fe B A kU R D21 /2% DR DORE
V&8 RS COYHE L Z NDEBRE S 2B LT
BAETIFE L BB R 54U % (IMF, 201 2¢) (572,
BRERIRE KOS OB 2 A ST 5 LITED,
REEYCER IR R ORGEE DI RFELV DI R ALY
MEED, Lo L, 205 DEHIF AFEFEZ IS LT
BEROEREN L3¢5~/ afBFBORIC k> THiTES
I IURZ DIPTSR,

JEEIZ S TE DA T [E] - Bl 1 25 1 F B RGO
AT Bs LT OFHESE: T TR E DA THEHE
BOBEEHEREET Q7T DRSO3 D &2



BDTIEZDRBNAR) e %EZLRETH B, T AV HTD
70T TNEARY — b T2 RN T ORISR & 15 D R
A70T T NI TRESDTH S, 5458 M2
Wb EEHHAE O 2125, 21U KDL
HEsE % AT LR HI 7 v 77 M BUN S 3B % (GSE)
DBINT %5 Bz ESSIIERT 24/ 75 v % FHE
T2 — DR CBEIEINE LR ED D,
BENZNTH S, FEUHHADUNEIN T2 hoIEH-
gl KT O EG  E BN T 2 BOR b L
nie,7

KD AR R R T 2 DI L 2 28
78 —YCEDMERRE, DFIZERETH 5,201 2F 10HAK
GFSREE3EIC LAUL, 570 D DBIHILHEDSHEA TV 553,
SR N OREIZHEVEL-TES T EDEETH
2, BURMIED S > EFERTREFHEL UL EPRAE
FINDEZHH DR IFITOBTOIFL )L TOHEH;
SAT Iy IYAY ERIERT ) N 7 SRR N B
R 2 BIE & BB 5 & D BT 72 el 2 ) B IR KB
TR R o> P & B AL B T oD — TR D HEEE 5 [EI R 2 Bk 2
TAHEALIE, 2 835 5, BB T EIE BB S Lo D AT
b, REFF ISR FR 2R/ S iz it s«
ZEOAINIRED 2 U BT h 2w ik 6 fibing
BOEDBIR A FAHT 22 L1,

HATHEIZ XD IO THEA TV S, S OETIEL 8]
1037 v 2y — bR — R 72 B I R T 2
5NBEINCT BT 0TI LR AL TE 7, AR
LENTETOS I Z1E, 2008-1 1AEDRNIRIM &7 XY
ADKIUTIZ ALBOHCEAR LA ZNZNHIEZ D]
L3701 LR, 2N DETIZ, D SRR 55
DI A L2 BSHEANDREERTE T F L 7
7 ZDLS BEERE WM TR BIAHICTTbT»
%, L L, 21— nEOEIEED | EREE DTS & A7
DT HUTOFENETETHL A>T 05, BEHA )
13N Ay — b OYEEERHELED IR U YT
HREICHRZAOETHARE  BARMLE RO 2 UL

T REHHBSICBIT BIEICOWTO XD FEL ik, 201 24E4 HRRT R
F@L (World Economic Outlook) s5532 £,

F1E HRIBLEHE

57\, ZIUTIE AINESEAD DL, 594 L 7B
DIERDINZ 2 2 b L\, 2— B o Ji g - b
BICE VLT BEARTEADE TOIERN S D HAREIRE
DEALL TV BBUT EFHAL LT 281 T ORI DG B %
BEFBDITAFRTH 5,

ST & BB T NI E S AT Ko T
2, % DER L —a BT, 7B HiS O L &5 T
ITEIZRHD R DT B, — AN L s W R IR ZFEA
DI HLAH B\ FRFI T — & A7 E DA PEY T Bk iic
M 7ATENE A e,

ST I 4 R R A BT, SO e
AR ERIE AR N RAR T S0 IR E SRS {8
FARBAMITIH EAZHIRT 213L IRV EEIL 20
ZBIE TN THIENTESL, ZDE) HUEIX ASY
TEARL UCBOTEA TV S, A, HAE S IO
DD ZHMEEIT, 2—u B TORTE L BEEORM
TOBG 1% FEFIES 2 DIR TR AR 57 2 2
DIEERBZNTT B L) TR T WS DB S H
LD F A LHERE L, FAYTRELRBRIIZIND 7
FT KD FIRB IR E S LG R R LR TIUT L,
ARFE - HUIR TR A2 G Ay b3V U 2561 Kt
BB AL T 2 2O BT 20 LT, 21
DR HEGE TS 257270 7 7 Lo BT
RLTO S, BRI 2 S BIBOR I RN/ Ko~y 527
DYEZRMEHEL 72D ALV ET A ADITB T B FED
ATERE RETPEA D> 3 v Z1c ko TREL )
B OBE EWMSENMAE T 5 L ickoCUBAICIER
IHFELWRIRE RIZ LS5, RIIFSES 5 DRI
HUNMEEOAIN T BRI T 24 ko T 9718
SIDED SN,

%K DE - I, & ) b BTE RRcHHIch
7D X0 %L DIERZAINT 27010, ¥ —E A ot
PRI N IUS SR 0 BHED LD IR S ALY
B KV EROWEEIREREZEH5 LD b LD
% ORI ORDB7E 29  MFETEB % 4\ 5 T
EPARMEHIRL 720 AR 2R ARSI LT IR
ZEDOBREAIEET 270l e R E TR & 2l E L

EFESEES | 2012F10A8

27



28

HREFREL: SHEOLNEBLERBRRICINT S

THILREICEST S D— s H- Hiskic k1) 533
BESWEET 200350358 % (Barkbu and others, 2012)

MIEFRED NG > 22 011 T 5 720 Dt
RGBS PERARC T2 7 R R BT L LT,
AT NT VAR TOIEE L 257259, TE
ERAY D& I BPE T SFRIINEERRILT 201
fbNERETHN . 7T ITONEA U FDL) BARFETIE,

BHEZ NI LDIfFbINERETH S,
FA YTl SO R K E D #E E KD —
JRINCIZNEZRRE LTRE T 2882820l
DBEE22 57259 ST, ST O E N 2258
SIWES A 7L Z LU CEEMIEDOFREE T3 T
HY | NUBHERANDOERR T v A O—H#BE
RaINnbaRETH5, il LT ECBD 2% A 7223
ZHUTIE V) BIEEZSF 570123 F Y 2 v 7L
FYR ATV TRV ZELTARL Y DA V7LD
a5 1% T M EZATIFECBAEE LT3
ETHIUE  FAVEL—aETOVE—DDRFELF v
FICBITBA Y T VIIRIB~A% E B BEDH BT 5T,
ZHuUd EMUDSEYNBERE T 2 721213, BT - Hhisg
TOEGELMOFREN T TH S I LR HRMEIR LT
Vw3,

EFESEES | 2012F10A8

« HEIZOWTORIEIO L A — ME, PIRIETE Z S L

THBZFEFRET 27010 Fa L ERRBEO I
FEehirlikmii Lz, CNSOMHTES N RS
23, 2N S DFBEDFHE DRI B I IZ 237
D5, ST BEANDELZFTELUTHRAZZIETS
BOED S A TOB, HARY A2 STEMN OB DES
IR T LT IR EK ISR > T B PO RE )
ZELIIERL, T TR B> TR A B 2 3 5
I EARIE2ZETHS,

© AVFTIR OB LZBRIFLL MHGOR LRy 7

ZERAZERDSILTRIC T ALY — MDA v 7 52
BERBEMEL HLo—HOMESEICE FT52L
DRI TH B, MG B L s AR
ZIRFEL DO RHCHiIBI GO BE L L HIRD & EN S, Z
TUZBIL T 0D DI EBIT BHHED S DIEEE
LD REAL, 2 LTI Bl %< [
FTRHERIIROIEMENEHDTH D,

o TIDONVDME T — LE, Z BT B IR GEREDO KR

SN E 7 >TRY, EAITE & 5B AL
IZIEE 5T, SR O 5 2 HEEBLH AR S EE D 78
K BH AL Z LTRISMEMOBFE L Ichb
HEDDHNTHS,



& —REGMIEOLE1—

AIFEDFIF TIE, —KPEAMRE D TIC D0 T
N, F2ETIE, 201 29E 2P B 1T B S TH DT
BB TFHEDLEF) T o e FE il 75, 201295304
EHID i E 12875 L o T R F —ifikF & BRI
BL. BB D BE LTIk T e, 2 hEIFE30m ¢
FAFHTUR G, FFEDREIL, —KpEd T DL T
73,

201 2% Ofiit&E)R Figure 1.SF.1. IMF Commodity Price Index

(2005 = 100)
MBI : IMFO T35 —JEE St ik 4 (PCPI) 13, 2009

225201 04R12 ) 5EC MHE L 7288, 201 1ARIZHEA R - - 250
1R, ZDHR2012F 20U I T L 723, 201 242553
VUSSR EIE L 72 ([¥1.SF. 1) . PCPLE 13, 51 D F Bk
— R, TAVX — PEERMEH(FITR—2ZAXF)L)
R (MR ay R—2 v b %1.SF1) 03203
BV —7 1L RO E - its T 5, 30D 7
=T D)L ZHNF —litgEN—2AXZ)UAlikE I, 5]
PO E— 2 0% H200EIc 2 2 nky30% L 20

% T V& L7z, S 30U Tl B itk 13RI W ThH o7 —
Hi ZRLFE — ik 13 (8HICA O RI13% b HOE ML

oo FORMilli % 16 HO TP AT S TIRIZREIZ\ S TH - 7ehd 2D povn p” - ” - o
$%#910% A L7, 12

Source: IMF, Primary Commodity Price System.

ZAILF (il S RIS A AP A 1 1< PCPI
DIRF257D3% 0 5172\ TPCPID 5y L 1% e
2, 7LV R EANL I A - FFY R A VY — ST T—
N DM HATE T TH 21 ARy M EHliFg (APSP)
1%, 20084EHHID 1 3LV d 72D 36 FILDJE A5, 2012

AFifix, Samya Beidas-Strom, Joong Shik Kang, Prakash Loungani,
Akito Matsumoto, and Marina Roussetick %,V —F7 A% MdDaniel

Rivera Greenwood, Min Kyu Song,




HREFREL: SHEOLNEBLERBRRICINT S
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2. CBOE 0il Volatility Index (OVX)? - 110
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Sources: Bloomberg, L.P.; and IMF staff calculations.

Note: As of September 11, 2012.

"Average petroleum spot price (APSP) is a simple average of Brent, Dubai Fateh, and West
Texas Intermediate (WTI) spot prices.

2CBOE = Chicago Board Options Exchange.
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Figure 1.SF.3. Base Metal Spot Prices
(Indices; January 1, 2007 = 100)

— Aluminum = Copper Nickel

L 1 1 1 1 1 0

2007 08 09 10 1 Sep.
12

Sources: Bloomberg, L.P.; and IMF staff calculations.

Note: As of September 11, 2012.

Figure 1.SF.4. Food Prices and Volatility

- 1. Prices of Major Crops - 300

(indices; January 1, 2007 = 100) R
_ — Corn — Rice Soybeans = Wheat . . 250
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12

- 2. Food Price Implied Volatility - 220
(index; January 1, 2006 = 100; ATM; 60- day)’ -

2006 07 08 09 10 " Sep.

Sources: Bloomberg, L.P,; and IMF staff calculations.
Note: As of September 11, 2012.
TATM = at the money.
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Figure 1.SE5. Influence of Common Factors: Pairwise
Correlations with First Principal Components
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- 2. Economic and Financial Indicators -10
- 08
- 06
- 04
- 02
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Source: IMF staff calculations.

Note: APSP = average petroleum spot price; IP = industrial production index; PMI =

purchasing managers’ index.

Figure 1.SF.6. Commodity Prices and Economic Activity: First

Principal Components
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= Commodity prices = Economic activity
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Source: IMF staff calculations.
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Figure 1.SF.7. Demand for Base Metals

- 1. China’s Share in Base Metal Demand - 45
(percent of global demand) -

2000 01 02 03 04 05 06 07 08 09 10 1

-2. Base Metals: Quarterly Demand Growth Contributions - 925
~ (percent) -

Z == China == Advanced excluding NIEs' Z 15
- Other emerging - Total - %
- 1 1 1 1 1 1 1 1 1 1 1 1 1 1 N _25
2009:Q1 09:Q3 10:Q1 10:Q3 11:Q1 11:Q3 12:Q2

Sources: World Bureau of Metal Statistics; and IMF staff calculations.
Note: Weighted sum of aluminum, copper, lead, nickel, tin, and zinc.

NIEs = newly industrialized Asian economies.
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Figure 1.SF.8. 0il Supply and Demand

35 - 1. OPEC Crude Oil Production and Quotas' - 15
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Sources: Bloomberg, L.P.; International Energy Agency; and IMF staff calculations.
"Excludes Iraq through December 2011.
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Figure 1.SF.9. 0il Inventories and Spare Capacity

1. 0il Market Buffers
_ (datafrom January 2008 through June 2012)
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Sources: International Energy Agency; U.S. Energy Information Administration; and IMF staff
calculations.

Note: mbd = million barrels a day; OECD = Organization for Economic Cooperation and
Development; OPEC = Organization of Petroleum Exporting Countries.
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Figure 1.SF.10. Inventory Buffers for Food

- 1. Global Food Stock-to-Use Ratios - 50
(inventories as a percent of global consumption)
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Sources: U.S. Department of Agriculture; and IMF staff estimates.
TIncludes use for cereal and other food products, seed, starch, high-fructose corn syrup,

glucose and dextrose, and alcohol for beverages and manufacturing.
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Figure 1.SF.11. Futures Prices
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Figure 1.SF.12. Price Prospects for Selected Commodities
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Figure 1.1.1. Growth Forecast Errors and
Fiscal Consolidation Plans

Activity over the past few years has disappointed more in
economies with more aggressive fiscal consolidation plans,
suggesting that fiscal multipliers used in making growth forecasts
have been systematically too low. This relationship holds for
different components of GDP, the unemployment rate, and
forecasts made by different institutions.
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Note: Figure identifies economies based on World Bank ISO three-
letter codes (http://data.worldbank.org/node/18). NX = net exports
contribution to growth. EIU = Economist Intelligence Unit.

"Vertical axis displays WEO forecast error for real GDP growth in
2010 and 2011 (actual forecast made in April 2010); horizontal

axis displays WEO forecast of change in structural-fiscal-balance-
to-GDP ratio in 2010 and 2011 (forecast made in April 2010).

2* ** and *** denote significance at the 10 percent, 5 percent, and 1
percent levels, respectively.
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Figure 1.2.1. Implications of Higher Debt Levels in Advanced Economies

(Percent or percentage point deviation from control)
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Figure 1.2.2. Implications of Higher Debt Levels for the Global Economy

(Percent or percentage point deviation from control)

— Increase in Public Debt in the G3 — Plus lower private savings

-2.G3

-2 - 3. Emerging Markets -2

Source: IMF staff estimates.
Note: G3 comprises euro area, Japan, and United States.

CDRERITOBTE TR TAE AL FEE S H3 120~
—SARAVE A LBTFUE RS R eV TER FH
SR D LR, RICHRREL 7= SR TN D703,
S D BHI A D780 DB I, 57 B
WEDOEMZE S OISR SE S, ik iz 23, G3D
INHIRTEE DIRANEAT U TR #2358 UL, GDPASR
—AIAVESGIT B ER,

G3HCOMMN N EICERT 5 & HAIZKES 2
— R L EREOESOBRED, L) DHHARDA
IS K HE SRS S D 3 > b e — L D TR
IS FVADHTH Z DHDONNIFA RO KE VT
D72, FE A D _LHDS, HADREE G Z RN
S, 2D I B BRI G 2 2 B RES
%%,

ToIC SRIEE DL DO AN I Z 16 DEOWAE
722 _R—2 74 ¥ DGDPZA/NSELIZFICEEE S0,
KB RN SR O RS ETOEZR ¥ 57

EESEES | 2012F10A8

D72, [ 1.2.213 2 FDGDP, G3DGDP, G3L /D4
TOEDGDP% AL 72GDPOFE R Z 7 LT\ 5, G328
IeHEORERE 2> TR 208 RO TOETHELL
TW5,

SIS B B A TIEB ORI & B L DR T D5
B4R EFEECDPIIN T 55D T 2L —v a VSR
V& BRI R RO RBFHOIME, DD RKEFS HIEE L 72\
bDOZIFRDD DR RITIED LTOEE T2 L2 ITE
NBERDELVICE-OTRS, 7=V .2. I TREN
>3 al— a UG R S O RE M % | B
HIHEE I DHIBH DI R D0.5% HiF L LT\ 5, 7
72 COPEIR B8R —F — DAMEEEZFZ[ELT3D
DEAEZARE LT, M FRGDPE FE AR 2 RN
BRI LT,

TR GG T
GIMFY & 2L —3 a VI3 G3FEED L ED N NEE %
HZ 72 £ Z12, GDPOBEN RN Y FE L —272



Ky I21.2 (FZ)

T=711.2.1 ERSHORBERNEOERY

F1E HRIBLEHE

EfFaEOREH O
0.25 0.5 1.0
IFEEETO FFEEETOD IFERETD
fEFSIEM RIRREST &M [RIREEST BEISIE RIRREST
- REEGDP -1.75 -7.25 -1.0 -3.50 -0.07 -1.75
HRARESF] 0.80 3.30 0.40 1.20 0.20 0.80

I IMF A8 7515

WIFERNTED, CONHEFE A IFICB VTR, v 7 a i
DY 7 FTARADRRICIEHH 5 EZRTFITTIUI IO b
LY R4 EDORREEBIRD 534035 2 bE R I
ZFUE% 57\, GDPERIEHSs EEBH D51 %
SHET20Iz, 22Tl FiscalMod & M 2 #EER I
O NIDETNZME) L LT B, ZDET ML
0T,V 7)) AR DR IR L AE Y BhAH G I KL
AENT D, SOITARE BRI PE MBOR T A~ 7
LR DY — LTV 7 L% E TN T BRGNS 2
v 7 % BRI, T 75 5 E %2 AHE L 7-WEO DR
—A7A4 Y DIEREM LIS oky 2oL —vavilfizd
%,[X1.2.313GDP, A X ¥ v 7. AEE A v 7L —
2V FHESMOWTEBXEZ90%IC Lz S 2L —
> av DFERDR—RAF A v 2l E L ARIRDLE
AWEED EAZFTIEICESRIVAI BRI T 20,
X1.2.313KD2DD L% HiFRE Lic> FUAZHRRLT
V%, 0l FElp L7 8 X B R DRFER DI A3,
TRDFE LM% FASETWBZE#E,22HIZWEOF
HIRAEAE D201 T4E % B 2 7B 1M D R—2 54 > vh
KAEAHGDPEHE100% % L[5 ZEZ2FFLTW5 L7, T
DR—AFA v B DHEE 34 & SFDUR ISR T2 S §
TEXD AW BURFERIRT I L% XD 7207 CEF
FTHBBGR DL —VEFIRIC LD, DED v rufk
Y a2y B EROD TH S TI X ANEBO
FNA T ADIPIPD R IRBTE , CDHIFED D D728, N
=274 v DB D A IR TR 25T %, DFD

ANWEBO LT ERI SEEB AT P — LD T L
STLD LRIZORHI% DR E ST EESH D
A3 B ANDIEDERZ ML THEE L 755, FEEH
1ZGDP & B DM (R385 272, GDPIZZ DA 4y
DT HNDADEAZEILITIEIES,4

55 FE A B IEFICEN K AEICH 52 ) A T,
BEMME T $ 57201 Tl MBD 51 TS v 7 AR
LR EHSNTIGEIERT 74V FDVAT SR %D
WD H 2, ZDETINTIZI) LIz F U4 MBS
FEYIADIRERL > S 2L — a v RRgL 4%, Z DI
SFVADEENZRTIDICX.2.30D 3 F%)L61F, il
BB GDPLE100% % EIR| 2 e & ARNZE 225555
AF 2y 7 ZADTDICERDMGHE S 2H A Z KR L72bD
R AEB DA D3 BT NADIB ERNREREESA T2
2 ADENEGD EFT B, 2 DIHIZITE & L IERE
HOKIEEX vy 7 TH5,

C DI HTIIMEBS Z IR %2 2T 2 036 MR L TR 9%
CEERBCHiED 2 MBBOROEE AR LI b D7, &
VR 2 BE D e E T 0 99 (AL & BRI B D ik
THUEAZ RS 5 70 D ERBOR I HIKI255 2 R0
TG % LA R—ATHIRL Qo % EZ 5 L IFE

4 SAEDIERTREE AEBEDR—RA T A DS o T L SICETH ORI
12Xk 2 FEH D BB EFADKRE 7% EDIEMII PSS L 78
D12 BIRFHE S & FEE LA DBIR IS OV TORBRIESE IOV T, Engen
£ Hubbard® 2004453 Gale £ Orszag 200445 3¢, Laubach®
200945 SO L,

ERESES | 2012610R

47



48

HREFREL: SHEOLNEBLERBRRICINT S

Ky I2R1.2 (&)

Figure 1.2.3. lllustrative Effects of Allowing
Government Debt to Drift Higher
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Figure 1.3.1. Evolution of Uncertainty
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Sources: IMF staff calculations; and Baker, Bloom, and Davis
(2012).

Note: In panels 1 and 2, shaded areas denote the periods of global
recession. These global recessions (1975, 1982, 1991, 2009) are
identified following Kose, Loungani, and Terrones (2009). In panel
2, economic policy uncertainty in the United States and the euro
area is from Baker, Bloom, and Davis (2012). Since these
indicators are based on different measures, their levels are not
strictly comparable. In panel 3, each line presents the evolution of
uncertainty in the United States starting three quarters after
uncertainty reached its peak during the respective global
recession.
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Sources: U.S. Department of Agriculture; World Trade Organization; and IMF staff calculations.
12010 is the latest available estimate. Regional data are aggregated using GDP weights.

2Includes food and nonalcoholic beverages consumed at home.

SUnweighted share for the 84 countries in the sample.
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