' Global growth under threat

IMF expects growth in the Middle East will be stronger this year on oil production

HE International Mone-

tary Fund ({IMF) has

raised concerns on glob-

al economy recently, In

its quarterly update IMF
has forecasted that world econo-
my will likely expand 3.5 per cent
this year, which is down slightly
from its previous estimate of 3.6
per cent in April. The IMF also cut
its forecast for global growth to
3.9 percentin 2013, from 4.1 per
cent three months ago, It also re-
duced its forecast for emerging
economies, projecting they will
expand 5.9 per cent in 2013 and
5.6 per cent in 2012. The IMF
also expects growth will slow in
several large developing countries,
mostly because they will export
less to Europe and the United
States.

China’s economy will likely ex-
pand eight per cent this vear, down
from April’s 8.2 per cent forecast.
India’s economy will grow 6.1 per
cent, down from 6.9 per cent in
April 2012, Brazil’s growth will be
only 2.5 per cent, from three per
cent in April 2012, The IMF ex-
pects growth in the Middle East
will be stronger this year as key oil
producing countries boost praduc-
tion and Libya's economy re-
bounds from conflict in 2011, but
it held its torecast for next year at
3.7 pet cent,

US dollar index which is pres-
ently around 83.081 had weak-
ened due to poor US retail sales in
June 2012, The Federal Reserve is
prepared to take further action to
help the economy if unemploy-
ment stays high. Earlier this month
dollar index had touched a two-
year high after minutes from the
Federal Reserve’s meeting last
month showed that enly few offi-
cials thought that more asset pur-
chases would be necessary to
baost the economy. IMF had re-
cently brought down the US

India’s economy will grow 61 per cent, down from 6.9 per cent in April this year.— AP

growth to two per cent from 2.1
per cent in April 2012, IMF has
also warned that economic condi-
tions could worsen if the United
Stdtes doesn’t deal with a pending
budget crisis soon.

Euro has touched a two-year
low against the US dollar in the
last one week. Worries over Spain
and the other indebted euro coun-
tries, have weighed on Europe's
single currency over the past few
weeks. The euro is in the range of
1.22-1.23 against dollar. Europe’s

debt crisis will also remain near
the top of markets' concerns, In
particular, investors will be await-
ing details of Spain’s bank bailout.
Global investors have switched
over from stricken sovereigns into
core eurozone bonds in last couple
of years which has saved the euro
from a more severe selloff, How-
ever the core euro countries such
as Netherlands, Finland and Aus-
tria bonds have shown negative
yields which could prevent global
investors to hold on to the euro for

long. The IMF cut its growth fore-
cast for the crisis-hit eurozone o
0.7 per cent in 2013, while main-
taining its projection of a 0.3 per
cent contraction for 2012. I now
believes Spain's cconomy will
shrink both this year and next.
The British Pound is at 1.56
against the dollar. Sterling hit a
near two-week high against dollar
after US retail sales data. Though
IMF had lowered its forecast
growth of UK to just 0.2 per cent
when compared to growth of 0.8

percentin 2012, chere are still ex-
pectations of remm to growth by
UE ceonomy which is making the
UK pound bullish. The 2013 eco-
nomic geowth for UK has been
lowered 1o 1.4 por cent in July
2012 when compared 1o two per
centin April 2012,

The ven slipped to 79 againsi
the dollar. The dollar was stucl
near one-mmonth lows against the
v recenlly aller US retail sales
for June 2012, The Jupanese GLI
graw one peraent in the st guar-
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tor, wis driven hy strong domestic
demand particularly government
capenditures, Chinese yuan is be-
Lween 6.37-6.38 against a dollar,
Chinese vuan is one of the emerg-
ing economy currencies which had
shoaved some resilicnes apainat
the dollar. The currencics of Rus-
sia, India and Brazil had weakened
during this vear against the dollar.
Swiss franc has dropped by close
to 20 per cent against the dollar
since the Swiss National Banl im-
posed 8 cap on the eorrency's ap-
preciation in Seplember (o case a
strain on exporets.

In emerging markat ecanomics,
policymakers should he ready to
cope with trade declines and the
high wolatility of capital flosws, The
global coonomic growth is under
threat and the risks have in-
creased. The very recent, renewed
deterioration of sovereign debt
markets underscores thar timely
implementation of these mea-
suves, together with further prog-
ross on banking and fiscal union,
st be a priorily, US should ad-
dress debr ceiling issues, Fiseal
discipling is the need of the hour
to revive trom this crisis.
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