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Slower and uneven recovery in 2012 

3 Global outlook 
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World  U.S.  Euro Area  

Advanced 
Economies  

Emerging 
Economies  MENA 

2012 
3.3 2.2 -0.4 1.3 5.3 5.3 (Oct 2012) 

(April 2012) 3.5 2.1 -0.3 1.4 5.7 4.2 

2013 
3.6 2.1 0.2 1.5 5.6 3.6 (Oct 2012) 

(April 2012) 4.1 2.4 0.9 2.0 6.0 3.7 

WEO Real GDP Growth Projections  
(Percent change from a year earlier) 

Source: IMF, World Economic Outlook. 

Growth prospects have been downgraded 

4 Global outlook 
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Emerging market economies: End of a boom 
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Real Credit Growth 
(Percent change from one year ago) 

Real GDP Growth 
(Percent change from one year ago) 

Global outlook 
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Global downside risks have increased 
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Prospects For World GDP Growth 
(Percent change) 

Global outlook 

Source: IMF, World Economic Outlook.  

Downside risks: 
 
 More stress in euro area 
 
 U.S. fiscal cliff, debt ceiling 

 
 Higher oil prices 

 
 Medium-term risks: high advanced  

economy debt; lower emerging 
market growth 
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MENAP oil exporters 
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Increase resilience and create private-sector jobs 
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oRobust GDP growth 
oLarge current account surpluses 
oIncreasing fiscal vulnerability to oil price 

Accommodative fiscal and 
monetary policy 

 
Large government wage 

bill increases 

High oil prices, but 
sensitive to global 

economic developments 
Recovery in Libya 

Gradually save more and reduce spending rigidities 
Develop alternatives to public-sector hiring 

MENAP oil exporters 
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Non-oil GDP growth strong; current accounts buoyant 
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Sources: National authorities; and IMF staff calculations. 

Current Account Balances 
(Billions of U.S. dollars and percent of GDP) 
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Higher government wage bills weaken public finances 

Sources: National authorities; and IMF staff calculations. 
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Fiscal vulnerability to a lower oil price has increased 

11 MENAP oil exporters 
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Fiscal Breakeven Prices 
(U.S. dollars per barrel)1 
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Key messages: MENAP oil exporters 
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 Robust non-oil GDP growth (supported by accommodative fiscal 
policy); strong 2012 growth driven by Libyan recovery 

 Large external current account surpluses are sensitive to lower 
oil prices 

 Gradually saving more and reducing spending rigidities will 
strengthen fiscal resilience to oil price declines 

 Continued focus on broader structural reforms and economic 
diversification will help generate private-sector employment and 
inclusive growth 

MENAP oil exporters 
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Restore macroeconomic sustainability and accelerate growth 
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oTepid growth continues in 2012 
oPersistent high unemployment 
oWidening fiscal and external imbalances 
oPolicy buffers depleted 

Adverse External Influences 
Slow global growth; Euro area recession 

High food and fuel prices 
Spillovers from Syria 

Domestic Uncertainty 
Ongoing political reforms 

Policy response of increased subsidies 
Continued large financing needs 

Balance social pressures for spending with tightened fiscal and external constraints 
 Lay foundation for more job-creating growth through enhanced structural reforms 

MENAP oil importers 
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Growth forecasts revised downward 

15 

MENAP Oil Importers: Real GDP Growth1 
(Percent) 

Sources: National authorities; and IMF staff calculations. 
1Excludes Syria from 2011 onwards.  

MENAP oil importers 
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Recovery expected, but uncertainty weighing on activity 
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Tepid outlook reflects weak exports of goods, tourism 
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Vulnerable to high food prices, euro area slowdown 
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Sources: Cashin, Mohaddes, Raissi (2012); and IMF staff calculations.  
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Commodity prices likely to remain high 
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Global Commodity Price Developments1 
(Index; 2005 = 100) 

Brent Crude Oil Price Prospects2 
(U.S. dollars per barrel) 

Sources: IMF, Primary Commodity Price System; and IMF staff calculations. 
1Food index derived from average price of corn, wheat, rice, and soybeans.  
2Derived from prices of futures options on October 9, 2012. 
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Fiscal deficits revised upward 
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MENAP Oil Importers: Overall Fiscal Deficit1 
(Percent of GDP) 

MENAP oil importers 

5.0 

5.5 

6.0 

6.5 

7.0 

7.5 

8.0 

2010 2011 2012 2013 

Oct 2011 REO 

Apr 2012 REO 

Nov 2012 REO 

Sources: National authorities; and IMF staff calculations. 
1Excludes Syria from 2011 onwards.  
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Policy response: higher deficits and spending, mainly on subsidies 

21 

Sources: National authorities; and IMF staff calculations. 
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Increased official financing, but more needed. 

22 

Sources: National authorities; and IMF staff calculations. 
1Received through August 2012 or latest available. Includes 
disbursements to Egypt, Jordan, Morocco, and Tunisia. 
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Sources: National authorities; and IMF staff calculations. 
1Calculated as the sum of current account balance (before grants) and external 
amortization. 
2Fiscal year (July-June). 
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Medium-term policy agenda for shared prosperity 

Socially 
Inclusive 
Growth 

Labor Market and 
Education Reforms 

Business 
Regulation and 

Governance 
Access to Finance 

Review labor 
market 

regulations 

Reform 
education 
systems to 

enhance skill 
formation 

Establish 
transparent,  
evenhanded 
treatment of 
businesses 

Lower barriers 
to entry and exit 
of businesses 

Develop 
alternatives to 
bank finance 

Banking 
system: 

strengthen 
competition and 

financial 
infrastructure 

Fiscal Policy 
Implement growth-friendly consolidation 

Increase quality of public investment 

Enhance social safety nets for the poor 

Monetary Policy 
Vigilance to second-round inflation effects 

Enhance exchange rate flexibility 

Expand policy toolkit in the medium term 

MENAP oil importers 
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Key messages: MENAP oil importers 

 Growth prospects for 2012-13 remain modest, with economic activity below 
potential 

 Largest downside risks emanate from continued political instability and 
spillovers from Syria, but other risks—including a further deterioration of the 
global economy and continued high commodity prices—also loom large 

 Depletion of policy buffers calls for urgent action on growth-enhancing 
consolidation, while protecting the poor and vulnerable through effective safety 
nets 

 Commitments from international partners for financial assistance, trade 
access, and capacity building are needed to smooth adjustment in 2012-13 

 Time to start economic transitions—prompt action on macroeconomic policies 
and reforms needed to boost competitiveness, growth, and job creation 

24 MENAP oil importers 
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West Bank and Gaza 
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Challenges for West Bank and Gaza 
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oGrowth slows in 2012 and 2013 
oPersistent high unemployment 
oContinued large financing gaps and arrears 
accumulation 
oLimited scope for additional donor aid and 
bank borrowing 

 
Adverse External Influences 

Response to UN status upgrade 
Donor aid 

High fuel prices 
Slow global growth; Euro area recession 

 

Domestic Uncertainty 
Reconciliation and elections 

Policy response to fiscal crisis and 
persistent financing gaps 

Develop a fiscal contingency plan and 2013 budget that  includes measures to further 
constrains the wage bill and limit non-wage spending, while calling on donor to increase aid to 

facilitate a smooth adjustment.  
Lay foundation for medium term fiscal sustainability by accelerating pension and civil service 

reform. 

West Bank and Gaza 
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Growth forecasts revised downward 
Growth in West Bank slowing to 5 
percent…   

…while the post-2008 boom in Gaza 
seems to have ended. 

27 

Sources: National authorities; and IMF staff calculations. 
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Growth forecasts revised downward 
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Real GDP growth 
(Annual percent change) 

Sources: National authorities; and IMF staff calculations. 
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Fiscal consolidation is progressing 

29 

Recurrent fiscal deficit 
(Percent of GDP) 

Sources: National authorities; and IMF staff calculations. 
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Shortfalls in donor aid continue 

30 

Sources: National authorities; and IMF staff calculations. 
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WBG in the MCD REO: The 2012 Fiscal Crisis 

• Fiscal crisis: aid and revenue shortfalls 

• Consequences: arrears and bank 
borrowing 

• Actions needed: 

Contain deficit 

Implement clearance revenue 
arrangement 

Additional donor aid  

31 



Middle East and North Africa 
Regional Economic Outlook, November 2012 

Clearance revenues are crucial 
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Sources: National authorities; and IMF staff calculations. 
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Growth-friendly fiscal consolidation: Taxation items 
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Composition of Selected Taxation Items 
(Percent of GDP, 2011 or latest year) 
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Growth-friendly fiscal consolidation: Expenditure items 
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Gross capital formation 
Use of goods and services 
Compensation of employees 
Subsidies 
Social benefits 

More productive spending 
(more growth-friendly) 

 
Composition of Selected Expenditure Items 
(Percent of GDP, 2011 or latest year) 

Sources: National authorities; and IMF staff estimates. 
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Private Sector is Struggling 

35 

Source: PMA Source: Ministry of Finance and IMF Staff calculations 
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Banking Sector 

Resilient to a broad range of shocks…. ….but heavily exposed to relate to the 
PA . 
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Labor Market 

Unemployment remains high… …and real wages are under pressure. 
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WBG policy agenda to achieve fiscal sustainability and economic progress 

Socially 
Inclusive 
Growth 

Labor Markets 
Access to 

Government 
Services 

Access to 
Financial Services 

Civil service 
reform 

Reform public 
pension system 

Streamline and 
better target 

social 
assistance  

Strengthen 
legal/regulatory 
framework to 

improve 
investment 

climate 

Work with BoI 
to smooth cross 
border financial 

linkages and 
cash shipments 

Develop 
financial market 

infrastructure 

West Bank and Gaza 

Fiscal Policy 
Design and implement contingency plan 

Improve and reform revenue collection  

Reform pensions and civil service  

Palestinian Monetary Authority 
Deepen financial markets 

Guard banking sector soundness 
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To access the full report online or to provide comments, please visit: 
http://www.imf.org/external/pubs/ft/reo/2012/mcd/eng/mreo1112.htm 

or go to 
http://www.imf.org 

and click on the link for Regional Economic Outlook. 
 

To view IMF reports and notes on WBG, visit 
www.imf.org/wbg 
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