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Global Outlook 
Structural headwinds still appear likely to keep global growth and interest rates from 
returning to precrisis norms. Yet recent data point to a brighter cyclical backdrop for 
the global economy. Interestingly, Donald Trump's election victory and his promises 
of aggressive fiscal stimulus haven’t been the catalysts. When we consider a broad 
array of manufacturing indicators, including Purchasing Managers' Indices, industrial 
production and trade volumes, it seems clear that the global economy reached its 
nadir last summer. 

We attribute the subsequent improvement to several factors: a highly accommodative 
policy mix (monetary and fiscal); the fading drag from the US energy shock and its 
dampening impact on capital spending; the likelihood that the worst of the 
deleveraging cycle is over in some important developed economies (e.g., the US); 
and—for the first time in several years—the absence of any major negative shocks. 

So how should we factor in the potential impact of a Trump presidency? In our view, 
it increases the tail risks. But it does so in both directions, depending on whether we 
get “good Trump” (fiscal stimulus, business-friendly approach) or “bad Trump” 
(increased protectionism). From an economic perspective, both have been evident in 
recent weeks. 

While we wait for the real Trump to emerge, our base case is little changed: we 
continue to look for slightly stronger global growth (2.9% versus 2.4%) and higher 
inflation (2.7% versus 1.8%) this year. The former is being driven by our relative 
optimism on developed economies—we remain above consensus on US, Japanese 
and euro-area growth—which is sufficient to offset our continued caution on China. 

Inflation developments merit particular scrutiny this year. Developed-market inflation 
has risen sharply in recent months and is likely to rise further. The easy part—a 
higher headline rate due to rising energy prices and base effects from a year ago—
has been accomplished. Now comes the difficult bit. Will aggressive fiscal expansion 
help keep growth above potential? Will that be reflected in tighter labor markets and 
higher wages? And will there be an upward shift in the inflation expectations of 
households and firms (the key to sustaining higher rates of inflation over the longer 
term)? Ultimately, we think the answer to these questions is “yes,” but we doubt it will 
be a smooth or speedy process. 

This brings us to an important caveat. While our forecasts are still somewhat higher 
than consensus, especially for developed economies, the gap has narrowed in recent 
months. Moreover, bond markets have already responded to the stream of positive 
data and signs of shifting central bank priorities. Looking ahead, it will become much 
more difficult to deliver positive data surprises. 

Drawing all this together, we expect upward pressure on bond yields to continue. But 
we think the rise in yields will be gradual, especially in the first half of the year when 
markets can count on heavy central bank purchases to continue—something that 
may become less certain later in the year, when European Central Bank (ECB) and 
Bank of Japan (BoJ) tapering and the Federal Reserve’s balance sheet policy are 
likely to come into sharper focus.  
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US Outlook 
The US economy started 2017 on a strong note and is consistent with our above-
consensus gross domestic product (GDP) growth estimate of 3.1% for the year. 
Payroll employment rose 227,000, which is the largest gain since September and 
well above the 180,000 average monthly gains for all of 2016. Moreover, the 
household employment data, which showed a 457,000 gain in people working and a 
584,000 increase in the labor force, also support the view that better labor market 
opportunities are triggering a rise in both labor market searches and successful 
entries into the workforce. 

The January survey of purchasing managers for the manufacturing sector points to a 
bullish trend in the sector overall. The composite index rose 1.5 percentage points in 
January to 56, the highest reading since late 2014. The details were very strong, with 
the new orders and production indices, the core of the report, posting readings above 
60%. In addition, firms are seeing rising prices for key inputs, a clear indication that 
there is a strong demand in the pipeline. 

All this strength in employment and output is occurring even before the new 
administration’s promised tax cuts and increases in infrastructure and defense 
spending. 

The Fed, meanwhile, held official rates steady at its last meeting, as expected. But 
given the stronger-than-consensus growth forecast and inflation’s rise to the 2.5%-to-
3% range, we expect the Fed to raise official rates three times this year. 

Europe Outlook 
With real GDP growing by 0.5% in the final quarter of the year, both the official and 
survey data in the euro area are now telling the same story: that the recovery gained 
momentum in the second half of 2016. The good news is that this positive trend 
seems to be continuing as we enter 2017. The composite PMI for manufacturing and 
services was unchanged at 54.4 in January from 54.4 in December, but this remains 
one of the highest readings in recent years and is consistent with growth continuing 
at or around the 0.5% rate registered in the fourth quarter. Moreover, with monetary 
and fiscal policy supportive and the global economy moving onto a firmer footing, 
there is no good reason to expect this to change in coming quarters. 

Signs that economic growth is gaining momentum have been accompanied by a 
marked pickup in headline inflation, which jumped to 1.8% in January from 1.1% in 
December. We expect another rise to 2.0% in February, after which headline inflation 
is likely to level off as upward pressure from the energy component starts to fade 
(assuming a broadly stable oil price). There is little doubt that higher headline 
inflation will have an impact on the ECB’s mindset, but it will require evidence that 
core inflation is picking up for this to lead to actual policy change. At present, we 
expect only a very gradual increase in core inflation this year, consistent with the 
ECB continuing to buy government bonds in line with its latest forward guidance 
before tapering its purchases in the first half of the year. However, against a 
backdrop of stronger growth and much-reduced deflation risks, we do not think it will 
take much for the ECB to accelerate this process. 

In its February Inflation Report, the Bank of England substantially upgraded its 2017 
growth projections—to 2.0%, from 1.4% in November and 0.8% in August. 
Importantly, though, it also cut its estimate for the equilibrium unemployment rate to 
4.5% from 5.0%. The net result is an unchanged inflation projection and a broadly 
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neutral message on the future direction of monetary policy. Indeed, the outlook is 
now largely data dependent. If growth is weaker than expected, then rate cuts 
(and/or more asset purchases) will come back onto the agenda. But if the economy 
holds up and wage growth starts to rise, there’s little doubt the bank will start to 
tighten. 

Wage growth is probably the key variable to watch. Given the unusual degree of 
uncertainty surrounding the UK outlook and the bank’s bias with respect to the likely 
impact of Brexit, it is going to be hard to get a majority vote for higher rates unless 
there is clear evidence that higher inflation from the pound’s drop is feeding through 
to faster wage growth. In this respect, it’s worth noting that an annual survey 
conducted by the bank showed that companies expect wage growth to drop to 2.2% 
this year from 2.7% in 2016. This has been a reliable gauge in recent years and, if it’s 
anywhere near right again this year, will present a formidable hurdle to higher rates—
even with inflation above target. 

On balance, we remain comfortable with our view that UK monetary policy will remain 
on hold for at least the remainder of 2017. As inflation moves up toward 3.0% in 
coming months, that view is likely to be tested—especially if one or more members of 
the bank’s Monetary Policy Committee (MPC) vote for higher rates, as seems likely—
but gaining a majority for higher rates will be difficult, and we continue to expect the 
Bank to look through the pound’s impact on headline inflation. 

Japan Outlook 
Japanese economic data over the last month provided more evidence that the 
manufacturing sector is recovering. Industrial production rose 0.5% in December 
after rising 1.5% in November, and there was another firm reading from the Shoko 
Chukin (small business) survey to go with it. The result: the labor market continues to 
tighten. The job-offers-to-applicants ratio, a key leading barometer, is now 1.43. This 
is only a fraction below the reading at the height of the bubble in the late 1980s. 
Employment growth is running above 1%, even as the working-age population 
continues to decline. A declining trend in the unemployment rate and a continued rise 
in labor-force participation are contributing to the employment growth. 

The data spurred the BoJ to upgrade its growth outlook, which was already above 
potential owing to loose financial conditions and fiscal stimulus. The inflation outlook 
was left unchanged, still tracking toward 2% (eventually). But the BoJ still sees 
downside risks prevailing when it comes to economic activity and prices. As a result, 
the BoJ did not change its policy settings at its first meeting of the year. 

In terms of the policy outlook, the BoJ reiterated its commitment to overshooting, 
saying, “The Bank will continue with ‘Quantitative and Qualitative Monetary Easing 
(QQE) with Yield Curve Control,’ aiming to achieve the price stability target of 2 
percent, as long as it is necessary for maintaining that target in a stable manner. It 
will continue expanding the monetary base until the year-on-year rate of increase in 
the observed CPI (all items less fresh food) exceeds 2 percent and stays above the 
target in a stable manner.” 

There are no hints here of a prospective tapering or backing away from the yield-
targeting regime. Our view on the outlook for BoJ policy remains unchanged. To 
recap: 
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 The introduction of the yield-curve control regime was largely about ensuring 
the longevity of unconventional policy settings (our “joined at the hip” theme), 
particularly as the foray into negative rates was corrosive. Once you start to 
control the price, of course, the quantity becomes indeterminate. But the BoJ 
initially wanted to have it both ways, arguing it could hit two (fuzzy) targets at 
the same time: around zero on 10-year yields and ¥80 trillion in purchases. 
 

 Of the two, it was clear that the yield target would get priority. But the 
messaging was always going to be challenging, and the tension between 
price and quantity targets continues to play out. The BoJ has opted to 
introduce more flexibility in Rinban bond-purchasing operations to keep the 
yield curve at its desired target, but that has opened the door to talk of 
tapering. To be clear, it may well be the case that the BoJ ends up buying 
less than ¥80 trillion worth of Japanese government bonds this year. But even 
if the amount were to drop to, say, ¥65 trillion, that would still be about double 
the government net issuance. So the central bank would still be sucking 
bonds out of the market. And if it were to reduce purchases and still hit the 
yield target, would that really be tapering? 
 

 The key question is whether a reduction in purchases comes with an 
announced change in the policy stance. That’s possible, but we still put the 
probability at less than 30%. There are two scenarios: (1) the rise in inflation 
is perceived to be more sustainable (wage outcomes are key here); or (2) 
discomfort with the weakness of the yen (say $/¥ above 130 in a hurry) forces 
the BoJ to adjust yields to relieve some depreciation pressure. Neither of 
these scenarios is in the cards today. But both are worth keeping in mind in 
the back half of the year. 

Australasia Outlook 
The growth backdrop in New Zealand remains strong, but the labor market data are a 
mixed bag. Even so, it’s possible to distill a clear theme that may have implications 
for other developed-market economies. To wit: supply-side flexibility is keeping the lid 
on wage pressures. 

Jobs growth was again very strong, up 0.8% quarter over quarter, or a whopping 
5.8% year over year. A good chunk of that year-over-year strength is a function of 
some methodological changes to the household survey; still, the employer-based 
survey (akin to the US payrolls release) is unaffected, and that shows robust jobs 
growth of 3.3% year over year. It’s worth noting that this strength is occurring against 
the backdrop of exceptionally strong population growth (around 2.7% year over year), 
courtesy of huge net immigration. 

Despite jobs growth outstripping working-age population growth, the unemployment 
rate actually ticked higher in the quarter, rising back to 5.2% from 4.9% (albeit still in 
a modest downtrend year over year). Once again, there was another big surge in the 
participation rate. At 70.5%, the participation rate is a standout versus other Anglo 
economies (US at 62.4, UK at 63.6, Australia at 64.7). The combination of these 
supply-side developments—strong migration flows and higher participation—has 
acted as a major shock absorber on labor market pressures. That can clearly be 
seen in the wages story: the labor cost index remains stagnant at 1.6% year over 
year, while average hourly earnings continue to plunge. 
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What will this mean? First, it will give the Reserve Bank of New Zealand (RBNZ) 
pause for thought. Yes, inflation may have bottomed, but the fact that wage growth is 
still declining against the backdrop of a very robust jobs market is saying something 
about inflation expectations. Worrying about the backward-looking nature and 
stickiness of inflation expectations has been one of the bugbears of many developed-
market banks, the RBNZ among them. As long as this is the case, we find it difficult 
to believe that the RBNZ will be pulling the trigger on rate hikes anytime soon. 

The second implication is a bit more tentative. In New Zealand, labor supply flexibility 
has been enough to trump the impact of strong labor demand growth on wage 
outcomes. Are there lessons here for wage behavior in other developed economies? 

Canada Outlook 

There are signs that economic activity in Canada is picking up, but there is still 
evidence of excess capacity. In November, real GDP increased 0.4% month over 
month, further extending the economy’s positive trend. Although there have been 
headwinds to growth, the economy has expanded in five of the past six months for an 
annualized increase of 3.9% over the same period. Some of this strength can be 
attributed to the rebound from early 2016 weakness following the Alberta wildfires. 
Nevertheless, the strong growth expected in the fourth quarter creates positive 
momentum for 2017. 

This year should bring some tailwinds to help the Canadian economy. New policies 
implemented by the Trump administration are expected to boost US growth, 
increasing demand for Canadian exports. The recent approval of the Keystone XL 
and Dakota Access pipeline projects is expected to help boost Canada’s construction 
sector and create jobs, likely beginning at the end of 2017. The imminent 
renegotiation of NAFTA should also benefit some of Canada’s industries, including 
the energy sector. However, risks remain, especially if the US chooses to take an 
aggressive protectionist stance during negotiations. 

We expect growth to pick up to 1.9% in 2017 from 1.3% in 2016. We think external 
risks are skewed to the upside, and the domestic economy will continue to slowly 
improve. Based on our expectations for growth and the continuation of the Fed’s 
hiking cycle, we expect the Bank of Canada to raise the policy rate in the fourth 
quarter. 

The potential for new US policies impacting trade, energy and taxes creates risks—
both upside and downside risks—to the Canadian economy. We expect volatility to 
continue until there is more clarity on US policies and their impact on Canada. 

Emerging-Market Outlook 

Latin America: Emerging-market fixed-income assets and currencies held up well 
in January despite some bold announcements and moves by US President Trump. 
This suggests that the market anticipates that the global environment will be 
supportive for peripheral economies. Future price dynamics, however, will depend on 
the way US policy proposals are implemented. 
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On a recent visit to Mexico we spoke with government officials who were staying 
remarkably calm about some of Trump’s recent comments and announcements 
about their country. In adopting a conciliatory attitude, the Mexican government is 
focusing on positives, including the natural integration and connectivity between 
Mexico and the US. The authorities have launched consultations with business 
leaders and expect to engage in formal NAFTA renegotiation with the US within three 
months. Mexico believes there is room for improving the agreement for both sides. 
The areas to negotiate include energy, e-commerce, rules of origin, provisions for 
currency manipulation, arbitration of disputes, and other topics. The challenge, of 
course, will be to renegotiate quickly and fairly while allowing the US administration 
to show that the dialogue has produced positive results for the US. Mexico is willing 
to discuss changes to current rules of origin, as an increase in regional content would 
result in more onshoring of activities and a small upward impact on prices of final 
products. Much further diversification away from the US is not a feasible solution in 
the near term for Mexican exporters. If the US withdraws from NAFTA, Mexico will be 
hit by a most-favored-nation tariff currently at 3%, although the risk is that the US 
may want to impose a higher tariff and withdraw from the World Trade Organization. 

Despite Mexican hope, uncertainty regarding Trump will continue for a while, and 
investment will stall until markets get more clarity. This will be a year of very low 
growth and high inflation, fueled by peso depreciation and the elimination of fuel 
consumption subsidies. The fiscal situation, however, has improved thanks to solid 
nonoil tax revenues and improvement in PEMEX finances. The large Banco de 
México (Banxico) profits helped last year and are expected to help even more this 
year. The central bank is expected to announce the figure in March and make the 
transfer in April. Expectations are for a very large number, probably close to MXN500 
billion (2.5% of GDP), of which the bank will keep a small part to shore up its capital. 
The rest will be used to reduce public debt (70%) and to beef up the stabilization fund 
(30%). So it is likely that the Treasury will have an estimated MXN300 billion either to 
buy back debt or to issue less than projected or both, which should provide an 
anchor for the peso curve. 

Despite soft growth, Banxico will have to tighten monetary policy further, although 
probably not as aggressively as previously thought. The central bank hasn’t ruled out 
using additional policy tools if needed, for instance intervening with swaps the way 
Brazil has. The consensus view in Mexico is that the currency is weaker than its 
fundamental value, but also that it is hard to calculate true fair value given the 
uncertainty about US policies. 

Oil-field auctions will continue. and additional agreements are expected in the coming 
months. Energy is not governed by NAFTA but is likely to be part of the 
renegotiations, with the development of a North American energy hub seen as a 
welcome development by the major global oil companies. PEMEX has made 
progress with its financing plan, and overall financial results are expected to turn 
positive and debt to stabilize by 2021 or earlier. 

Asia ex Japan: Regional export growth turned positive and began to gather 
momentum late in the fourth quarter after a protracted two-year decline. Nonetheless, 
the export recovery still seems like a shallow one, based mainly on electronics and a 
commodity price recovery that has boosted the value of base metals and refined 
petroleum exports. Export growth of other manufactured products remains slow. 
Even within electronics, performance varies across the region: Taiwan has been the 
key outperformer while South Korea has seen more modest numbers, with its total 
value of electronics exports still below a peak hit two years ago. 

Export recovery 
gathered 
momentum 

Mexico: To 
remain  
engaged and 
negotiate 

 

 



GLOBAL ECONOMIC OUTLOOK—February 2017                     8 

The shallow nature of the recovery gives us pause about calling a full export 
recovery. So does the uncertainty surrounding US trade policy under President 
Trump. In nominal-value terms, we don’t think the modest uptick in exports will 
necessarily translate into capital expenditure or have significant spillover to support 
the growth outlook the way such rises have in previous export recovery cycles. We 
still expect only mild improvement in regional growth, and we expect Asian central 
banks to maintain accommodative monetary policy for the rest of the year. 

In China, growth in the fourth quarter increased modestly to 6.8% from 6.7%. In 
nominal terms, GDP growth jumped to 9.9% from 7.8% thanks to a rebound in 
commodity prices that buoyed the price deflator. The commodity price surge in 2016 
was partly boosted by a production cut, inventory adjustment and market speculation. 
We think it will normalize somewhat this year, and price momentum should ease off 
as the year progresses. Upstream state-owned enterprises’ profits rose last year, but 
we are not convinced that this will continue or lead to stronger capital expenditure 
growth in 2017. 

Important economic activity indicators also improved in December, though these 
were also boosted by higher nominal prices. In fact, fixed-asset investment in real 
terms decelerated, and retail sales growth also moderated in volume terms. 
Meanwhile, housing activity saw a surprise improvement, with a rebound in 
residential housing starts and sales transaction volume. Nonetheless, we recognize 
that data in the year-end and start of the year tend to be volatile, so more data points 
are needed to understand the pace of current consolidation in the housing sector. We 
still anticipate a continued housing correction, with real investment growth slowing or 
slightly contracting in 2017. Infrastructure investment should remain the economy’s 
backbone. 

There has been some confusion about monetary policy. The People’s Bank of China 
(PBoC) “temporarily” eased required reserve requirements (RRR) for large banks to 
accommodate Chinese New Year–related seasonal liquidity demand. But soon after 
that, the PBoC sent a contradictory message and raised interest rates in the Medium-
Term Lending Facility (MLF) by 10 basis points. Our read: the MLF hike was meant 
as a signal that more monetary tightening is coming. The MLF acts like the upper 
interest-rate ceiling to guide medium-term rate expectations in the interest-rate 
corridor managed by the central bank. The hike reinforces our long-held view that 
monetary policy will have a tightening bias in 2017, as the order from the top is to 
avoid further debt leverage in the system. The temporary RRR cut for selected banks 
was aimed at addressing seasonal needs and should be temporary. Officials may be 
concerned that such a move might have sent the wrong message. In our view, RRR 
cuts or hikes represent an alternative form of open-market operations. But they’ll be 
used selectively and will be temporary in nature.  

Emerging Europe, Middle East and Africa: Donald Trump’s presidency will 
lead to a gradual but important shift in US-Russia relations over the course of 2017. 
A week after his inauguration, Trump held his first one-on-one phone call with 
President Vladimir Putin. The two seemed to focus mostly on the fight against 
international terrorism. We believe that Trump may want to see more tangible results 
on international cooperation before considering lifting US sanctions. Possible 
resistance within the Republican party and from more hawkish cabinet members, 
such as Secretary of Defense James Mattis, will only allow for a very gradual roll-
back of sanctions this year. 
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The recent escalation of fighting in eastern Ukraine is unlikely to jeopardize US-
Russia rapprochement. That’s partly because Russia wants to achieve the lifting of 
sanctions (likely ahead of the 2018 presidential elections), and will therefore try to 
avoid a more significant escalation at this stage. As long as Angela Merkel remains 
German chancellor, European sanctions may prove to be more difficult to lift. Yet 
Russia could push for a renegotiation of the Minsk II agreement, perhaps in an effort 
to make a gradual lifting of sanctions contingent on a step-by-step (rather than 
complete) implementation of the peace process. 

In other key political developments in the region, Turkey’s AKP and MHP parties 
managed to obtain the necessary parliamentary approval that paves the way for a 
referendum on the proposed Executive Presidency (EP), likely to be held in April. 
The focus will now shift to the AKP’s ability to garner sufficient “yes” votes to win the 
plebiscite. The AKP’s financial resources, its strong grassroots links and the support 
of MHP speak in favor of a victory. Yet a recent trip to Turkey revealed a deeper-
than-expected level of dissatisfaction, even within the AKP and MHP, regarding the 
exact terms of the Executive Presidency, suggesting that the AKP may actually face 
a larger-than-anticipated hurdle. While positive for long-term democracy, we believe 
a “no” vote could considerably increase policy uncertainty, especially if the EP were 
rejected by a narrow margin. That’s because the AKP might then call early elections 
in an attempt to gain a constitutional majority that would enable it to create an EP 
system without the need for a referendum. These early polls might not be held 
immediately. Yet the AKP and MHP could implement populist fiscal measures, as 
well as engage in confrontation with the leftist HDP party in an attempt to achieve the 
latter’s exit from parliament. These actions could garner the necessary support over 
time, but could also endanger domestic stability. 

Aside from reducing political uncertainty, a successful stabilization in the currency will 
be key in restoring confidence, both from a domestic demand and an investor 
perspective. Both Fitch and S&P highlighted recently that controlling FX depreciation 
and containing associated risks to inflation and corporate foreign debt servicing will 
be paramount. Fitch, lowering its long-term foreign currency rating by one notch to 
BB+ but changing the outlook to “stable,” stated that Turkey does not face systemic 
risks from recent lira weakness, but that the private sector and households are likely 
to see a visible negative confidence shock over the coming quarters. With regard to 
local investors, anecdotal evidence suggests that domestic banks’ holdings of 
government bonds are at multiyear lows, and that the banks are willing to buy at 
current 10-year yields but are waiting for clearer signs that the Central Bank of the 
Republic of Turkey (CBRT) is having success in controlling FX volatility. 

Viewed from a perspective of real interest rates, we believe recent CBRT efforts to 
increase the weighted average cost of funding (WACF) can deliver the necessary 
results. Crucially, though, the central bank will need to be able to demonstrate to the 
market that (1) it is serious about maintaining the current level of WACF, and (2) it is 
willing to tighten modestly further over the coming months. Despite only a 50-basis-
point hike in the one-week repo rate over past 3 months, the CBRT has managed to 
raise the WACF to around 10.30% by the end of January, up by roughly 200 b.p. 
since the beginning of the year and 250 b.p. since the November MPC meeting. In 
nominal terms, this still seems relatively small when compared to the increases of 
300 b.p. and 400 b.p. following emergency measures in 2011 and 2014, respectively. 
In real terms, though, provided the WACF is kept at 10.30%, the latest increases are 
larger than at any point in late 2011 and early 2012, when the real WACF never 
actually dipped into positive territory. If the CBRT is committed to raising funding 
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costs to 11.00%–11.20%, the real WACF could be higher in 2017 than was seen 
over most of 2014. 

It is important to bear in mind that the CBRT may only want, or be able to target, a 
reduction in FX volatility or a stabilization in the currency, at this stage. That’s partly 
because the idea of domestic rebalancing seems to be gaining greater recognition 
even among the inner circle of President Erdogan’s advisors. While contributing to 
the reduction in the current account deficit longer term, it might well limit near-term 
upside in the lira. Furthermore, with a renewed spike in the US dollar and US 
Treasury yields not off the table, it also remains uncertain to what extent the CBRT 
can prevent FX weakness in the first place in 2017. 

Frontier Markets: The inauguration of President Trump marks a shift in US foreign 
policy that will significantly affect issues facing the frontier. In one way, the decision 
to bring on General Michael Flynn as National Security Advisor will be a win for those 
battling Islamic insurgency such as in Nigeria, Egypt and Kenya. Each country is 
facing a different type of threat. But all these threats represent a common 
fundamentalist form of Islam that General Flynn has named enemy no. 1. He even 
coauthored a book, The Field of Fight: How We Can Win the Global War Against 
Radical Islam and Its Allies. Under the Obama administration the United States 
provided military aid and technical expertise to countries in need; however, countries 
were constrained, for better or worse, by a foreign policy that emphasized a certain 
way of combating the enemy, involving the development of democratic-like 
institutions. The Trump administration does not seem to have such qualms and is 
likely to allow administrations, democratic or otherwise, to take whatever steps they 
deem necessary to combat internal enemies.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

US foreign 
policy change 
would 
reverberate in 
developing 
world 

CBRT may not 
want renewed 
FX strength  



2016F 2017F 2016F 2017F 2016F 2017F 2016F 2017F

Global 2.4 2.9 1.8 2.7 2.12 2.14 2.82 3.10 

(PPP Weighted) (3.0) (3.3) (2.3) (2.9) - - - -

Industrial Countries 1.6 2.3 0.8 2.2 0.35 0.74 1.36 2.01 

Emerging Countries 3.7 3.9 3.5 3.5 5.14 4.56 5.28 4.94 

United States 1.6 3.1 1.3 2.9 0.63 1.63 2.45 3.50 

Canada 1.3 1.9 1.5 2.5 0.50 0.75 1.72 2.75 

Europe 1.8 1.8 0.4 1.9 0.04 0.04 0.46 0.88 

Euro Area 1.7 1.8 0.3 1.7 0.00 0.00 0.22 0.75 

United Kingdom 2.0 1.7 0.7 2.5 0.25 0.25 1.28 1.25 

Sweden 3.2 2.7 1.0 1.5 (0.50) (0.50) 0.55 1.00 

Norway 0.9 1.6 3.5 2.5 0.50 0.50 1.70 2.00 

Japan 1.0 1.5 (0.1) 0.7 (0.03) (0.10) 0.04 0.00 

Australia 2.3 1.9 1.3 1.7 1.50 1.00 2.76 3.00 

New Zealand 3.2 2.9 0.7 1.4 1.75 1.75 3.36 3.25 

Asia ex Japan 5.9 5.2 2.2 2.6 3.27 3.02 3.58 3.10 

China 6.7 5.8 2.0 2.5 3.08 2.80 3.02 2.50 

Hong Kong 1.6 2.0 2.4 2.2 1.00 1.50 1.90 1.93 

India 7.0 5.9 4.2 3.2 6.25 6.00 6.52 5.70 

Indonesia 5.1 5.3 3.5 4.3 4.75 4.50 7.97 7.30 

Korea 2.7 2.3 1.0 1.7 1.25 0.75 2.09 1.40 

Thailand 3.2 2.8 0.2 1.5 1.50 1.50 2.70 3.20 

Latin America (1.2) 1.3 6.7 5.2 9.95 8.05 9.19 8.84 

Argentina (2.1) 2.2 0.0 23.0 0.00 0.00 0.00 0.00 

Brazil (3.5) 0.9 9.3 5.9 13.75 9.75 11.22 10.20 

Chile 1.9 2.2 3.8 3.1 3.50 3.00 4.29 4.55 

Colombia 1.9 2.1 7.5 4.9 7.50 6.25 7.11 7.30 

Mexico 2.2 1.8 2.8 4.8 5.75 7.00 7.43 8.00 

EEMEA 0.8 1.7 5.8 5.6 7.79 7.11 8.18 8.42 

Hungary 2.0 2.7 0.5 2.4 0.90 0.90 3.16 3.75 

Poland 2.7 3.2 (0.7) 2.0 1.50 1.50 3.63 3.75 

Russia (0.4) 1.2 7.0 5.3 10.00 8.50 8.46 8.60 

South Africa 0.5 1.1 6.6 5.9 7.00 6.50 8.92 9.50 

Turkey 2.3 1.8 7.8 9.4 8.00 8.75 11.11 11.50 

Real growth and inflation are calendar-year forecasts. Official and long rates are end-of-year forecasts.

Long rates are 10-year yields unless otherwise indicated.

Latin American Inflation and Rates include Brazil, Chile, Colombia and Mexico

Real growth aggregates represent 31 country forecasts not all of which are shown

Blanks in Argentina are due to distorted domestic financial system so are not forecast.
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