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Overview 

Global Outlook 

MENAP Oil Exporters 

MENAP Oil Importers 

West Bank and Gaza 
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Uneven recovery 

Global outlook 

Source: IMF, World Economic Outlook. 
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Global outlook has weakened 
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Downside risks have increased 

Prospects for world GDP growth 
(Annual percent change) 

Downside risks: 

•Euro area crisis 

•Advanced economy sovereign risks 

•Escalating global financial volatility 

•Oil supply concerns (risk of higher 

oil prices) 

Source: IMF, World Economic Outlook. 
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MENAP oil exporters 
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MENAP oil exporters: positive outlook, but growing risks 

8 MENAP oil exporters 

Downside risks to global 
economy 

Country-specific shocks 

Rising break-even oil 
prices 

Near-term Positive Outlook 
•High oil price 
•Increased production 
•Relatively insulated from unrest 

Increased Fiscal Space 
•Spending packages 
•Boost to non-oil growth 

However 
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Oil sector spurs temporary uptick for the GCC 
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Spending has been ratcheting up 
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Vulnerability to downward oil price shocks has increased 
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MENAP oil importers 
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Challenges ahead 

13 MENAP oil importers 

Advancing social cohesion 
with macroeconomic 

stability 
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Uncertainty weighing on activity 
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Real GDP growth 
(Annual percent change) 

Sources: National authorities; and IMF staff calculations. 
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Growth forecasts have been revised downward 
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MENA links with Europe: downside risks 
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The 2012 fiscal outlook has worsened 
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Overall fiscal deficit 
(Percent of GDP) 

Sources: National authorities; and IMF staff calculations. 
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Fuel price pass-through decreased, subsidies increased... 
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Fuel prices and subsidies 
(Period average prices of unleaded gasoline and diesel; PPPGDP weighted for aggregation) 
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…and mostly benefit the wealthy 
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Short-term policy challenges 

20 MENAP oil importers 
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Opportunity to develop a medium-term policy agenda for shared prosperity 
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Fiscal policy: 
๏ Establish a medium-term macroeconomic 
framework 
๏ Better target universal subsidies 
๏ Unwind tax breaks and expenditures  

Monetary policy: 
๏ Vigilance to second-round effects 
๏ Expand policy toolkit in the medium term 

Socially 
Inclusive 
Growth 

Labor Markets 
Access to 

Government 
Services 

Access to 
Financial Services 

Streamline 
product and 
labor market 
regulations 

Reform 
education 
systems to 

enhance skill 
formation 

Narrow gap 
between laws 

and their 
execution 

Create a level 
playing field 

Improve 
corporate 

governance and 
disclosure 

Develop 
financial market 

infrastructure 
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West Bank and Gaza 

West Bank and Gaza 



Challenges ahead for West Bank and Gaza 
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Sustaining inclusive growth 
while reducing aid 

dependence 

Increased uncertainty 
๏ Reconciliation  
๏ Peace process 
๏ Timely transfer of clearance revenues 
๏ Donor aid 

Some spillovers from Europe 
and the region 
๏ Tight donor budgets 
๏ Impact of Arab Spring  
๏ Tourism and remittances 

Limited policy options 
๏ Movement and access restrictions 
๏ Burden is on fiscal policy, but… 
๏ …fiscal policy space is limited by political constraints,  
   domestic and foreign financing constraints, and the need  
   for continued fiscal consolidation  

West Bank and Gaza 



How WBG differs from regional economic trends  

Relatively immune from regional and European 
shocks due to limited trade and finance links 

Fiscal retrenchment instead of expansion; no 
consumption subsidies other than net lending 

No signs of crowding out of private sector credit 

24 West Bank and Gaza 



How WBG is similar to regional economic trends  

Slowdown in growth…but 
for different reasons 

Need to make growth 
more inclusive 

25 West Bank and Gaza 



Real GDP growth is… 

…slowing in the West Bank…   
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…but picking up in Gaza. 
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Sources: National authorities; and IMF staff calculations. 
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…and therefore fairly stable in the Palestinian 
Territory. 
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Real GDP growth 
(Annual percent change) 

Sources: National authorities; and IMF staff calculations. 
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Fiscal consolidation is progressing 
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Overall fiscal deficit 
(Percent of GDP) 

Sources: National authorities; and IMF staff calculations. 
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Shortfalls in donor aid continue 
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Sources: National authorities; and IMF staff calculations. 
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Clearance revenues are crucial 
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Sources: National authorities; and IMF staff calculations. 
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Revenue collection 
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Opportunity to develop a medium-term policy agenda for shared prosperity 
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Fiscal policy: 
๏ Reduce recurrent deficit and increase 
development spending  
๏ Broaden revenue base and improve  
domestic tax collection  
๏ Address revenue  leakages 
๏ Prioritize spending 

 
 

Palestinian Monetary Authority: 
๏ Deepen financial markets  
๏ Guard banking sector soundness  

Socially 
Inclusive 
Growth 

Labor Markets 
Access to 

Government 
Services 

Access to 
Financial Services 

Civil service 
reform 

Reform public 
pension system 

Streamline and 
better target 

social 
assistance  

Strengthen 
legal/regulatory 
framework to 

improve 
investment 

climate 

Work with BoI 
to smooth cross 
border financial 

linkages and 
cash shipments 

Develop 
financial market 

infrastructure 

West Bank and Gaza 
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To access the full report online or to provide comments, please visit: 
www.imf.org 

and click on the link for Regional Economic Outlook. 
 
 

To view IMF reports and notes on WBG, visit 
www.imf.org\wbg 
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