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Growth performance over the past 20 years
A vision for the next decade

Macroeconomic policies to achieve this vision
<*Monetary policy

<Financial sector

<Fiscal policy

<+Management of energy resources

" Growth in the CCA region has
been strong...
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.helping reduce poverty.

80 Poverty headcount ratio at national poverty line (% of population)1/
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1/ No data exist for TKM and UZB.

" But high growth has not reduced -
inequality...
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...and CCA growth has been
volatile...
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...and uneven across CCA
countries.
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Growth in the region has not
been diversified...

100 Commodity Exports 1/, 2012
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1/ Includes oil, gas, precious metals, aluminum, copper, other metals, metal byproducts and cotton.

Remittances, 2012

Commodity Revenue, 2012 (% of total exports of goods and services)
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.and has not benefitted from
regional integration.
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v
Vision for CCA: Become vibrant emerging

market economies over the next decade
»To achieve this, growth should be
y—— N

Less

volatile

More
inclusive

More

diversified

\_
/
CCA Vision: Obstacles and risks
’ External ‘ ’ Domestic H m
* Vulnerability + Strong vested * Uncertain
to shocks interests global growth
(e.g., food
and fuel + Weak « Fragility and
prices) institutions, geopolitical
including shifts
» Lack of accountability
integration
with regional . Potential
and global political
markets uncertainty
\
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Actions to Support the CCA Vision

 Stronger macroeconomic policy frameworks and financial
sectors
« Fiscal and international reserve buffers
» Greater exchange rate flexibility

» Improved management of energy wealth

R N

* Regional cooperation to address energy and water securit

y

S

« Structural reforms to improve business climates

N

\

Potential Payoff from Achieving
the Vision

60.0 Relative Gains in GDP per Capita by 2023:
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CCA: Monetary and Financial
Policies

Inflation in the region has come
down significantly...
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....and so have interest rates.

Nominal Lending Rates
In Percent
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" Financial sectors in the region
are deeper...
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.but inflation remains volatile...
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In Percent

B Average CPIInflation

9 ' @ sStandard Deviation

6 I l .
0 . i
ARM AZE GEO KAZ KGZ

w

..and real lending rates are high.
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g Monetary conditions have

been pro-cyclical...
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Real Interest Rates and Economic Activity
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...and CCA economies remain

heavily dollarized.
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CCA financial sectors made impressive
gains...but then stagnated?
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Strong barriers to greater
intermediation remain

Macro
conditions

Lack of Weak financial |
financial sector

infrastructure governance
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What is the Vision?

inflation.

‘ Stability ~ Low and stable

| Counter-cyclical
monetary policy to
mooth the busines
cycle.

‘ Flexibility '

Lower real interest
rates, deeper
financial sectors.

What are the Policy Priorities?

» Strengthen central bank independence

» Strengthen monetary policy transmission
» Improve data and forecasting model

» Strengthen communications

~ Clarify the role of the exchange rate

» Allow greater exchange rate flexibility

<
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A Reduce the @

CCA financial sectors: Way
forward?

Strengthen\"v N
A financial :
infra- _
structure ¢

role of

P supervisio
state

Strengthen\\'\

CCA: Fiscal Policy
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Fiscal Policy—Notable
Achievements...

<Substantial fiscal
consolidation priorto
the crisis
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...but also room for improvement.
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Fiscal Policy—What is the Vision?

» Provision of
Governments public goods in a
SCHER U sustainable and
LB EUE |  non-distortive way

( While adhering to |
R cneCc M Stronger PFM and
HIRTELEI sl budget systems

and
accountability

Are subsidies a problem in the
CCA?

Post-tax Subsidies and Social Spending, 2010, (Percent of GDP)
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Fiscal Policy—Priorities

Develop fiscal
policy frameworks

trengthen
transparency and
accountability

Increase non-oil
revenue

“'7 Improve efficiency \
and composition
of spending

Va

Energy Resources—Challenges

» Heavy reliance on energy resources
» Limited transparency

Exports and Fiscal Revenue from Natural Resources
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Energy Resources—Ten-Year Vision

Diversified economy: Natural resource wealth
transformed into productive assets

7 Countries with Natural Reseurce
Exports>10% of GBP -
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Energy Resources—Policy Priorities
Revamp Fiscal Balance Saving Advance
Policy and Investment Structural Reform
* Fiscal rules . Absor_ption » Competition
* Resource funds capacity * Access to
« Non-resource * Public finance
taxes investment  Trade
efficiency
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Aim High

Mind Risks
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