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Outlook for developing countries

* Growth among developing countries is slowing to a
more sustainable but still robust pace.

* Global imbalances remain a serious source of risk.
Sudden jumps in interest rates would slow growth and
could jeopardize developing country finances.




Current context: economic activity is slowing

Percent change in industrial production, 3 month moving average, annual rate
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Current context: Movement in bond market

10-year U.S. treasury yield, percent
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The forecast:
A return to more sustainable growth

GDP percent change, annual rates Forecast
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Almost all regions grow faster than in

the past

GDP, per cent change from previous year
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Emerging tensions in commodity markets
Index, January 2002=100
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Signs of accelerating inflation

Consumer inflation, percent change, y-o-y
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Reported FDI outflows from developing
countries highlight growing integration
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Global Imbalances are placing pressure
on the dollar

Current account balances, $millions, estimates for 2004
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Shift to public-sector financing of U.S. current

account
Net flows by asset type billions of dollars, 2000-2004
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...Leading to record levels of reserves
in developing countries
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...While reserves in some countries
exceed standard levels
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A modest depreciation so far

Real effective exchange rate, 1970 - 2004
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Many countries have appreciated

against the dallar...

Percent change, real exchange rate,
Jan. 2002- Jan. 2005
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Despite $ appreciation, on the whole developing economies

have not lost competitiveness

Percent change, real effective exchange rate,
Jan. 2002- Jan. 2005
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Domestic demand
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Trade balance and Marshall -Lerner
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Inflation is causing China to appreciate
Real effective exchange rate, 1980 - 2004
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Keynesian analysis
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Beggar-thy-neighbor policies
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What happens with the trade balance?
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A depreciation will not due the trick
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Three observations

Structural reforms and improved macro policies have put many
developing countries on an accelerating trend, changing their role in
the global economy

Existing global current account imbalances are unlikely to resolve
themselves unless high-income countries adjust policies.

The dollar is only to limited extent part of the solution and might
become part of the problem
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Pronosticos
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Panorama general

Crecimiento mundial
Tras un afio sin precedentes para el crecimiento en el

2004, 1a actividad econdmica mundial deberia moderarse
en el perindo 2005-2006.

Mercados de productos hasicos

El aumento de los precios de los productos basicos ha
producido una subida de los ingresos en algunos paises
de ingresa bajo,pero las ha reducido en la mayaoria
restante.

Comercio mundial

e preve gue continuard el alto nivel de intercamhbio
comercial, pera el crecimiento mas lento hara que los
aumentos del valumen de las exportaciones e
impartaciones sean mas moderados en el periodo 2005-

Warld v aotl 2006

Pronosticos para los
productos basicos

Finanzas internacionales

Aunque la posician externa de los paises en desarrallo se

Current Dallars | @oi N3 consolidada, el crecimiento mas lento y los precios

Herramientas
analiticas

Datos basicos

elevados de los productos basicos podrian paner en peligro  Bxpertaciones de bienes y

a los paises mas vulnerables.

Riesgos
El crecimiento seria menos firmes si el deficit fiscal y en

cuenta coriente de Estados Unidos provoca un aumento
en las tasas de interes a largo plazo, o si los precios del
petralec no se maderan de acuerda can lo previsto o, por
Gltima, si el ritmo de crecimiento en China disminuye con
demasiada-rapidez,

Resefias de datos

* Breves informes sohre los mercados de productos
hasicos - evalucion y perspectivas del mercado de
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