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Bond Funds Flows

Financial markets in CESEE under 
pressure since Spring

(Billions of US dollars)
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Countries with larger previous 
inflows were affected more …
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… as were countries with weaker 
fundamentals

Current Account and EMBIG Spreads
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Deficit	  of	  current	  account	  balance	  in	  2013	  (percent	  of	  GDP)

Current	  Account	  and	  EMBIG	  Spreads

Deficit of current account balance in 2013 (percent of GDP)
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Bank and Portfolio Flows

Renewed turmoil could accelerate 
deleveraging ...

(Billions of US dollars)

External position of western banks vis-à-vis 
CESEE excl. RUS & TUR (BIS, LHS)

Flows into dedicated EFT and Mutual 
Funds for CESEE (EPFR, RHS)
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… exacerbated by portfolio 
outflows ...

FDI
Portfolio investment
Other investment
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... and put added pressure on those 
with large fiscal gaps

Public Debt and Fiscal Financing Needs

Public debt in 2013
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GDP Growth Projections
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... which could be jeopardized by 
renewed turmoil ...
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... with small output gap reopened in 
2012 widening again

(Percent of potential output)



(Percent, annualized average)
GDP Growth between 2008 and 2013
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Post-crisis growth disappointing …
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GDP Growth between 2008 and 2013
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Post-crisis growth disappointing …

Fall 2013 WEO
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... reflecting drop in growth 
potential ...

(Index, real GDP in 2007 = 100)
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Potential growth decline largely due 
to weaker investment ...

(Percentage points, between 2007 and 2010-12)
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... partly as a result of lower demand

Investment and Partner Country Growth
(Between 2003-07 and 2008-12)

Change in partner country GDP growth, weighted by trade openness (percentage points)
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External Positions of BIS-Reporting Banks vis-à-vis CESEE

Looking ahead, headwinds to 
potential growth are substantial

(Index, 2008:Q3 = 100)
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Demographic trend, another 
headwind
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Lower potential growth will make it 
harder to reduce unemployment …
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Boosting growth: policy agenda

  1. Address crisis legacies

  2. Boost tradable sector

  3. Improve investment

  4. Reduce labor market rigidity
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… and rebuild fiscal buffers
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... as trade openness fosters growth

Exports and Per Capita Income
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3. Improve investment climate
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3. Improve investment climate
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Infrastructure Ranking in Global Competitiveness Indicator
(2011, lower number is better)
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Faster, Higher, Stronger
Raising the Growth Potential of CESEE


