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

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

Outlook for developing countriesOutlook for developing countries
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Current context: Current context: economic activity is slowingeconomic activity is slowing

Source: World Bank
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Current context: Current context: Movement in bond marketMovement in bond market

Source: World Bank
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Mid-East North Africa
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Emerging tensions in commodity marketsEmerging tensions in commodity markets
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Signs of accelerating inflationSigns of accelerating inflation
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Reported FDI outflows from developing 
countries highlight growing integration
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Global Imbalances are placing pressure Global Imbalances are placing pressure 
on the dollaron the dollar
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Shift to publicShift to public--sector financing of U.S. current sector financing of U.S. current 
account account 
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…Leading to record levels of reserves 
in developing countries
$ billion
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…While reserves in some countries 
exceed standard levels
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A modest depreciation so farA modest depreciation so far
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Many countries have appreciated
against the dollar...
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Despite $ appreciation, on the whole developing economies 
have not lost competitiveness
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Domestic demand
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Trade balance and Marshall -Lerner
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But……
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Inflation is causing China to appreciateInflation 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 trickA depreciation will not due the trick
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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

Three observationsThree observations



www.worldbank.org/

globaloutlook

• Multilingual, modular 

presentation

• Printable version

• Forecast database out to 

2007

• Downloadable charts

• Insightful calculators and 

simulation tools

• Valuable one-page data 

briefs 


