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What drives the expansion in 2005What drives the expansion in 2005

Macroeconomic policies are still Macroeconomic policies are still 
accomodativeaccomodative
Supportive financial market Supportive financial market 
conditionsconditions
Improving corporate balance sheetsImproving corporate balance sheets
Employment growthEmployment growth
ChinaChina



-3

-2

-1

0

1

2

3

4

5

United States: Real Federal Funds Rate
(Percent)

t t+12

Average of previous cycles

Current cycle

Sources: Haver Analytics; and IMF staff est imates.

t+4t-2 t+8 t+14t+2 t+6 t+10



 



40

60

80

100

120

140 Corporate Debt
(percent of GDP)



-6

-3

0

3

6

9

12

15

Global Investment
(Percent change from a year ago)

1999 2000 01 02 04:
Q4

World

Emerging markets

Industrial 
countries

Source: Haver Analytics.

03



0

100

200

300

400

500

600

Long-Term Interest Rates
(Basis points)

2001 02 03 May. 4,
2005

United States

Japan

Euro area

Source: Bloomberg Financial Markets, LP.

United Kingdom

04



World Real Long-Term Interest Rate
(Percent)

1970 75

Source: IMF staff estimates.

8580 90 95 2000 05 10

Projections

-6

-3

0

3

6

9



0

500

1000

1500

2000

2500

Emerging Market Spreads
(Basis points)

1998 2000 02 May 4,
2005

EMBI+

Brazil

Source: Bloomberg Financial Markets, LP.



Emerging Market Financing
(Billions of U.S. dollars)

0

5

10

15

20

25

30

35

1998 2000 02 Feb.
2005

Source: Capital Data.



A Less Balanced Expansion in 2005

Sept. 2004 April 2005 Difference

Global growth 4.3 4.3 --

Advanced 2.9 2.6 -0.3

U.S. 3.5 3.6 +0.1

Euro area 2.2 1.6 -0.6

Japan 2.3 0.8 -1.5

Developing 5.9 6.3 +0.4

China 7.5 8.5 +1.0
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Short-term Risks

• Tighter financial market conditions

• Rising oil prices

• The unbalanced expansion
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Net Foreign Assets
(Percent of GDP)

1Consists of China, Hong Kong SAR, India, Indonesia, Korea, Malaysia, the Philippines, Singapore, 
Taiwan Province of China, and Thailand.
2Consists of Egypt, Jordan, Kuwait, Oman, Russia, and Saudi Arabia.
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