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Recent Economic and
Financial Developments

~_—activity seems poise

Industrial Production Manufacturing PMI
(annualized percent change of 3mma (Index)
over previous 3mma)
30 r 60
20
w | 50
o 45
Industrial
Production
(annualized 3-
month percen t
0 F change) 1 40
20 | —=Advanced economies = Advanced economies 1 3
= Emerging economies —Emerging economies
_30 1 1 1 | L 1 L 1 1 1 1 1 1 1 1 1 1 30
2005 06 07 o8 09 Jan. 2000 02 04 06 08 Feb.

1 1 3




" Howe

at different speeds.

owever, labor markets are recovering
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volatility is close to “normal”.
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" Spike in late 2010 due to securitized credit card assets that banks owned and that were brought onto their balance sheets in
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become a new challenge

Oil Price Prospects

Global Commodity Prices
(In U.S. dollars per barrel)
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Note: West Texas Intermediate (WTTI) oil price futures
information used.




Advanced Economies
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Sources: IMF, World Economic Outlook; and IMF staff estimates.

into core inflation

Emerging Economies
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Global GDP Growth Prospect Contribution to Global Annual Growth

(annualized percent change ) (In percent)
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 but at different speeds

Average projected real GDP growth during 2011-2012
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Causes of the slow recovery in advanced economies

Factors after

Factors prior
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pan, a sharp slowdown is expected, followed by a
rapid recovery beginning in the second half of 2011
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economies in 2011.

Selected Advanced Economies: Government and Bank Bonds Due in 2011
(In percent of GDP)
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Sovereign CDS Spreads
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Policy Challenges
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Real Policy Rates
(relative to core inflation)
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the key policy challenge is fiscal consolidation.
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Change in Structural Balance
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to achieve sound public finances.

Required Adjustment”
(percent of GDP)

B Projected Adjustments
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12 CA: Canada, FR: France, DE: Germany, IT: Italy, JP: Japan, ES: Spain, GB: United Kingdom, US: United States.
Cyclically adjusted primary balance adjustment needed to the debt ratio to 60 percent in 2030, except for Japan (200 percent in 2030).
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Real Policy Rates
(relative to core inflation)
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hallenges and resolution in banking systems
I

Asset quality uncertainty

High levels of leverage
Remaining weak banks
Investor concern about bank
debt

Bank funding pressures

Sovereign risks

Improve capital base

Restructure or rehabilitate

Clarify investors burden in the restructuring

Reduce short-term wholesale funding

Fiscal consolidation

Comprehensive, tough, and transparent stress tests
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Sources: Federal Reserve Board; and IMF staff calculations.

Based on the IMF staff’s Consultative Group on Exchange

Rate Issues (CGER).

>These economies account for 18.5 percent of global GDP.
3These economies account for 27.4 percent of global GDP.

4These economies account for 39.2 percent of global GDP.
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Summary

Economic activity continues to recover in 2011, but downside risks dominate.
Sharply rising commodity prices are a new risk.
Rebalancing is proceeding slowly.

The global recovery is continuing broadly as anticipated, but at different speeds.

Global financial stability is improving, but remains fragile, especially in Europe.

Challenges

* Advanced economies: fiscal consolidation, strengthening of the banking sector,
and improve household balance sheets

* Emerging economies: maintaining macroeconomic and financial stability

* Rebalancing global demand




