GLOBAL ECONOMIC IIEGIWEIIY IS STILL FRAGILE

g IMF World Bank Annual Meeting
_I-:Jh:cn iz held at Washington D.C
this week will cover areas relating to
econamic developments, youth development,
inclusive growth, sustainable developmant,
trade and financial seqvices industry. On the
sidlelines of the meeting Or. R, Seetharaman,
CED of Doha Bank cames out with anakysis
betwieen latest IMF econtmic outlook vs IMF
July 2014 economic outlook.

The INF forecasts global growth to average
3.3 percent in 2014 and to rise 10 38
percent in 2015, The weaker growth outlook
For 2014 than IMF Juby 2014 forecast which
was at 3.4 percent in 20014 and 4 percent
in 2015 respectively reflects setbacks
to ecomomic aclivity in the advanced
gconomies during the fivst half of 2014,
ard a less optimishic cutiook for several
emerging markst economies. in the face of
weeaker-ihan-expected global growth for the
first half of 2074 and increased downside
risks, growih may again fadl to pick up or
may fall short of expectations.

In advanced economies, the legacies of
ihe precrisis boom and the subsequent
recession, notably high debt burdens and
unempoyment, still cast a shadow on the
recovery, and low polential growth ahead
i5 & concern. Several emerging markets are
aiso adjusting to lower potential growth. In
advanced economies, arowth is forecast 1o
rize to 1.8 percent in 2014 and 2.3 percent
in 2015 when compared to IMF July forecast
of 1.8 percent in 2014 and 2.4 percent in
2015, The projected strengthening in activity
reflects faster growdh in the United States
fofiowing a lemporary selback in the first
quarter of this year. Employment growth has
been strong, and household balance shests
have impooved amid favorable financial
conditions and & recovesing Rousing market.
US economy growth has been revised
upwards o 2.2 percent for 2014 and 3.1
percent for 20150 was at 1.7 percent for
2014 and 3 percent for 2015 in IMF July
2014 forecast. Wa have s2en the US dollar
strengthening in recent times on hopes of
US economic tecovery and Federal Reserve
Dringing down its easing program and the
dofiar index above 85. UK economy growth
is at 3.2 percent for 2014 and 2.7 percent
for 2015 which is similar to IMF July 2014

forecast for Doth the years.
In the euro area,

recent  growin
disappointments highdight fingering
fragilities. A gradual, but weak recovery is
projected to take hold, suppored by a sharp
COMpression in interest spreads for stressed
economies  and - record-low  long-term
interest rates in core eUrD area ecoNOMies,
Euro area econmomic growih has Deen
brought dawn to 0.8 percent for 2014 from
1.1 percent in iIMF July 2014 forecast. Euro
region growth for 2015 has been brought
down to 1.3 percent from 1.5 percent in IMF
July 2014 forecast. The slow recovery has
prompted European central bank to pursue
fresh easing measures: The euro continues
to weaken-on account of slow growth and
easing measures pursued by ECB.

In Japan, GOP contracted more than
expected in the second guarter of 2014 in
the wake of an increasa in the consumption
fax. Looking ahead, private investment s
forecast to recover and growth fo remain
broadly stable in 2015, Japan sconomic
growih has been brought down to 0.9
percent for 2014 from 1.6 percent in IMF
July 2014 forecast, Japan's 2015 economic
growih brought down to 0.8 percent from
1.1 percent in IMF July 2074 forecast. Japan
confinues 1o follow it easing measures o
revive its growth. The Japanese yen has also
weakenad on account of easing measures
folkowed by Japan.

In advanced economies, secular stagnation
and fow potential growth continug to be
important  medium-lerm  risks—despite

continued wery bow imlerest rates and
increased risk appetite in financial markets,
Secular stagnation situation has arose dug
10 a persistent shorttall of investment relative
to sawing, even with near-zero intergst rates.
Deftation, particularly in the eure area, could
pase a risk to activity and debt sustainability
i Sane countries,

The: amerging and developing sconomies
stili account for lion's share of global growth
at 4.4 percent for 20014 and 5 percent for
2015 which is lower than IMF July forecast
of 4.6 percent for 2014 and 5.2 percent
for 2005 respectively. In China, growth is
expected at 7.4 percent in 2074 and 7.1
parcent in 2015, as the economy fransitions
to a more sustainabée path, whech is similar
to IMF July 2014 forecast for both the
years. Growth i expecled 1o remain Sirong
alsewhers in emerging and developing Asia.
India is expected to grow at 5.6 percent in
2014 and 6.4 percent in 2015, The 2014
groweth has been marginaily revised upwards
when comparad to IMF July 2074 foracast
wehich was at 5.4 percent. Brazi is expecied
to grow at 0.3 percent in 2014 and 1.4
percent in 2015 and has revised down from
[8F July forecast of 1.3 percent in 2014
and 2 percent in 2015 Russia is expected
o grow at 0.2 percent in 2014 and 0.5
percent in 2015 The 20015 growth rate
has been Drowght down from 1 percent in
IMF July 2014 fovecast o 0.5 percent. For
BMerging mearkets, potential growth could
b even lower than progected, If supply-side
constraints prove more protracted.

In the Micdle East and North Africa, the
recovery remains fragile even as growth is
expected 10 start picking up modestly on
ihe back of improving domestic securty
conditions and improving exernal demand
The growth for Middse East, Norih Africa,
Afghanistan and Pakislan i expected 10
be 2.7 percent in 2014 and 3.9 perceni in
2015 which is lpwer than IMF July forecast
of 3.1 percent in 2014 and 4.8 percent in
2015

The Currency market has wilnessed
significant volatility on account of varous
monetary policies by central banks of
advanced economies o revive growtn. The
strong daliar in eecent times fas also brought
down the prices of mejor commiodities.
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