
FORUM ON FORUM ON ““HOW WILL A HOW WILL A 
GLOBAL RECESSION GLOBAL RECESSION 
AFFECT ASIA?AFFECT ASIA?””

BRITISH CHAMBER OF COMMERCE IN BRITISH CHAMBER OF COMMERCE IN 
CHINA,CHINA,
Beijing, February 28, 2008Beijing, February 28, 2008



THE GLOBAL ECONOMIC THE GLOBAL ECONOMIC 
OUTLOOKOUTLOOK

Presentation by Vivek AroraPresentation by Vivek Arora

IMF Senior Resident Representative in ChinaIMF Senior Resident Representative in China
www.imf.org/beijingwww.imf.org/beijing; varora@imf.org; varora@imf.org

1/ These views are my own and not the views of the 1/ These views are my own and not the views of the 
IMF, its Executive Board, or its management.IMF, its Executive Board, or its management.



Until midUntil mid--2007, world 2007, world 
economy was doing welleconomy was doing well

Rapid growth.Rapid growth. 5 percent, 45 percent, 4thth

consecutive boom year; consecutive boom year; 
Low inflation;Low inflation;
Robust financial markets. Robust financial markets. Dow Dow 
Jones reached record high in Jones reached record high in 
autumn.autumn.
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Activity is Decelerating Globally, Q4 over Q4 Activity is Decelerating Globally, Q4 over Q4 
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Situation has worsened in Situation has worsened in 
recent monthsrecent months

Growth slowed markedly in Q4;Growth slowed markedly in Q4;
Financial turmoil spread to real Financial turmoil spread to real 
economy (U.S.: manufacturing; economy (U.S.: manufacturing; 
unemployment/payrolls; growth);unemployment/payrolls; growth);
Rising inflation;Rising inflation;
Exacerbated by oil prices.Exacerbated by oil prices.



Headline inflation in advanced economies has jumped

Headline Inflation
(in percent; yoy)
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WEO: Updated ProjectionsWEO: Updated Projections



And risks on downside. And risks on downside. 

Financial markets: turmoil not yet Financial markets: turmoil not yet 
over; full extent and impact still over; full extent and impact still 
unfolding;unfolding;
Housing markets: not just a U.S. Housing markets: not just a U.S. 
problem.problem.



Policies are responding:Policies are responding:

Fiscal stimulus;Fiscal stimulus;
Monetary easingMonetary easing..
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Markets hope central banks will save the day
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Global spilloversGlobal spillovers

Trade linkages only part of the storyTrade linkages only part of the story
Globalization has created new crossGlobalization has created new cross--
border linkagesborder linkages
–– In 2000: IT industry collapsed In 2000: IT industry collapsed 

simultaneously worldsimultaneously world--widewide
–– In 2008, financial linkage is important.In 2008, financial linkage is important.
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Will Divergent Growth in Emerging Markets Continue?Will Divergent Growth in Emerging Markets Continue?
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