How Will Global Imbalances Adjust??

— No policies scenario

United States

— Disruptive adjustment
Emerging Asia

Output Growth (percent)

Strengthened policies

Japan and Euro Area
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Current Account Balance (percent of GDP)
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Real Effective Exchange Rate (percent change; increase = depreciation; 1990 = 100)
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Net Foreign Assets (percent of GDP)
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Source: IMF staff estimates.

1See Appendix 1.2, September 2005 World Economic Outlookfor a detailed discussion of these projections. Since the no policies baseline
includes significant short-term real appreciation in Asia through higher inflation, it may overestimate the adjustment in current accounts in

the initial period.

Box 1.3.1



