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lanatory notes

The following symbols have been used in the tables throughout the report:

Two dots indicate that data are not available
or are not separately reported.

A dash indicates that the amount is nil or negligible.
A full stop is used to indicate decimals.
A hyphen indicates that the item is not applicable.

A minus sign indicates deficit or decrease, except as indicated.
A slash between years indicates a crop year or financial year,
for example, 2015/16.

Use of a hyphen between years, for example, 2016-2017,
signifies the full period involved, including the beginning and
end years.

Reference to “dollars” ($) indicates United States dollars, unless otherwise stated. Project LINK is an international collaborative research

Refer

Reference to “tons” indicates metric tons, unless otherwise stated.

Annu

ence to “billions” indicates one thousand million.

al rates of growth or change, unless otherwise stated,

refer to annual compound rates.

Details and percentages in tables do not necessarily add to totals,

because of rounding.

The following abbreviations have been used:

AAAA Addis Ababa Action Agenda

ADB
AfDB
AlIB
BIS
BoJ
BOP
CFTA
Cls
CPA
DAC
DSR
EBRD
ECB
EEU
EIB
ETFs
EU
FDI
Fed
G20
GCC
GDP
GNI
GVCs
HIPC
IBRD
ICT
IDA
IEA
IFC
11C
ILO
IMF
ITA

Asian Development Bank

Africian Development Bank

Asian Infrastructure Investment Bank
Bank for International Settlements

Bank of Japan

balance of payments

Continental Free Trade Area
Commonwealth of Independent States
country-programmable aid

OECD Development Assistance Committee
debt service-to-income ratio

European Bank for Reconstruction and Development
European Central Bank

Eurasian Economic Union

European Investment Bank
exchange-traded funds

European Union

foreign direct investment

United States Federal Reserve

Group of Twenty

Cooperation Council for the Arab States of the Gulf
gross domestic product

gross national income

global value chains

heavily-indebted poor countries

International Bank for Reconstruction and Development

information and communication technology
International Developement Association
International Energy Agency

International Finance Corporation
Inter-American Investment Corporation
International Labour Organization
International Monetary Fund

Information Technology Agreement

group for econometric modelling, coordinated jointly
by the Development Policy and Analysis Division of
UN/DESA and the University of Toronto.

For country classifications, see statistical annex.

Data presented in this publication incorporate
information available as at 11 November 2016.

LBMA London Bullion Market Associations

LDCs least developed countries

LIBOR London Interbank Offered Rate

LME London Metal Exchange

MC10 tenth Ministerial Conference of the WTO

MDBs multilateral development banks

MFN most favoured nation

NDB New Development Bank

NTMs non-tariff measures

ODA official development assistance

OECD Organisation for Economic Co-operation
and Development

(0] overnight indexed swap

OOF other official flows

OPEC Organization of the Petroleum Exporting Countries

PPP purchasing power parity

QE quantitative easing

R&D research and development

RTAs regional trade agreements

SDGs Sustainable Development Goals

SIDS small insland developing States

SMEs small and medium-sized enterprises

SOEs State-owned enterprises

SWFs sovereign wealth funds

TFP total factor productivity

TISA Trade in Services Agreement

TOSSD Total Official Support for Sustainable Development

TPP Trans-Pacific Partnership Agreement

UN/DESA  Department of Economic and Social Affairs of the

United Nations Secretariat

UNCTAD United Nations Conference on Trade and Development
UNWTO United Nations World Tourism Organization

WDI
WGP
WTO

World Development Indicators
world gross product
World Trade Organization



Executive Summary

Executive summary

Prospects for global macroeconomic development

The global economy remains trapped
in a prolonged episode of slow growth

In 2016, the world economy expanded by just 2.2 per cent, the slowest rate of growth since
the Great Recession of 2009. Underpinning the sluggish global economy are the feeble pace
of global investment, dwindling world trade growth, flagging productivity growth and high
levels of debt. Low commodity prices have exacerbated these factors in many commodi-
ty-exporting countries since mid-2014, while conflict and geopolitical tensions continue to
weigh on economic prospects in several regions.

World gross product is forecast to expand by 2.7 per cent in 2017 and 2.9 per cent in
2018, with this modest recovery more an indication of economic stabilization than a signal
of a robust and sustained revival of global demand. The slight increase in gross domestic
product (GDP) growth projected for developed economies in 2017 is largely driven by the
end of the destocking cycle in the United States of America and additional policy support
in Japan.

Economies in transition are expected to expand by 1.4 per cent in 2017, following
two consecutive years of decline, as the region has largely absorbed the sharp terms-of-trade
shock that several countries suffered in 2014-2015. Commodity exporters in developing
countries are also expected to see some uptick in growth, as commodity prices stabilize and
inflationary pressures driven by sharp exchange rate depreciations ease. East and South Asia
will continue to grow more rapidly than other regions, benefiting from robust domestic
demand and space for more accommodative macroeconomic policy. The outlook remains
subject to significant uncertainties and downside risks. If these downside risks were to
materialize, the moderate acceleration in growth currently projected would be derailed.

Given the close linkages between demand, investment, trade and productivity, the
extended episode of weak global growth may prove self-perpetuating in the absence of con-
certed policy efforts to revive investment and foster a recovery in productivity. This would
impede progress towards the Sustainable Development Goals (SDGs), particularly the goals
of eradicating extreme poverty and creating decent work for all.

Weak investment is at the foundation of the
slowdown in global growth

Investment growth has slowed significantly in many of the major developed and developing
economies, as well as in many economies in transition. Protracted weak global demand
has reduced incentives for firms to invest, while economic and political uncertainties have
also weighed on investment. Since 2015, many countries have seen sharp contractions in
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investment in the oil and extractive industries, although these declines are mostly cycli-
cal, rather than signalling significant structural progress towards a less fossil fuel-intensive
economy. Lack of access to finance has also acted as a constraint in some cases, especially in
countries where banks remain undercapitalized or where financial markets are under-devel-
oped. Despite record-low, often negative bond yields, Governments in developed countries
have made steep cuts in public investment since 2010, reflecting fiscal adjustment policies
implemented in response to high levels of government debt. Since mid-2014, Governments
in many commodity-exporting countries have also curtailed much-needed investment in
infrastructure and social services, in response to the sharp loss of commodity revenue. In
some other developing countries in East and South Asia and parts of Africa, on the other
hand, weaker private sector investment has been partially offset by an expansion of govern-
ment infrastructure projects.

The extended period of weak investment is a driving factor
behind the slowdown in productivity growth

Labour productivity growth has slowed markedly in most developed economies, and in
many large developing and transition countries. Investment in new capital can affect factors
such as the rate of innovation, labour force skills and the quality of infrastructure. These in
turn drive the technological change and efhiciency gains underpinning labour productivity
growth in the medium term.

Government support for public goods, such as combating climate change, remains
crucial, as private investors tend to evaluate risk and return over a short-term horizon and
under-invest in public priorities. Investment in key areas, such as research and development,
education and infrastructure, would serve to promote sustainable development and social
and environmental progress, while also supporting productivity growth. While fiscal space
to support an expansion of investment remains limited in many countries, especially com-
modity exporters that have suffered a sharp loss of commodity revenue, some large econ-
omies do have the scope to take advantage of low borrowing costs to finance investment.

Aggregate growth in the least developed countries (LDCs)
remains well below the Sustainable Development Goal target
of “at least 7 per cent GDP growth”

Aggregate growth in the LDCs will remain well below the SDG target in the near term,
but is expected to rise modestly from an estimated 4.5 per cent in 2016 to 5.2 per cent and
5.5 per cent in 2017 and 2018, respectively. The below-target growth poses a risk to critical
public expenditure on healthcare, education, social protection and climate change adapta-
tion. The latter is all the more critical since the LDCs remain highly vulnerable to natural
catastrophes and weather-related shocks.

Further efforts are also needed to diversify exports of the LDCs, which remain highly
concentrated in a few primary products vulnerable to price volatility and external shocks.
Under the current growth trajectory, nearly 35 per cent of the population in the LDCs may
remain in extreme poverty by 2030. Without an acceleration in both GDP growth and pro-

gress towards improving income inequality, eradicating the high levels of extreme poverty
in the LDCs by 2030 is a formidable challenge.
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Garnering the resources to finance the investment needed in the LDCs remains dif-
ficule. Investment in these countries would need to expand at an average annual rate of at
least 11 per cent through 2030, a significant acceleration relative to recent trends. Foreign
direct investment (FDI) continues to bypass many LDCs and remains concentrated in
extractive industries. Greater efforts are needed to mobilise domestic and international,
public and private resources for achieving the SDGs of these countries.

Sustained improvements in carbon emissions mitigation will
require concerted efforts to improve energy efficiency and
promote renewable energy

The level of global carbon emissions has stalled for two consecutive years. This positive
development reflects the declining energy intensity of economic activities, a rising share of
renewables in the overall energy structure, and slower economic growth in major emitters.

However, the world remains some distance from achieving a sustained decoupling
between economic growth and carbon emissions growth. Despite advancements, especially
in developing countries, where the level of new renewable energy investment exceeded that
of developed countries in 2015, renewable energy still accounts for only a small share of
global power generation. New renewable investment dropped sharply in the first half of
2016, and the improvements to emissions mitigation witnessed in recent years could easily
reverse without concerted efforts from the public and private sectors to improve energy
efficiency and promote renewable energy, supported by international cooperation on clean
technology transfer and climate finance.

International trade and finance
World trade at a standstill

Dwindling world trade growth is both a contributing factor and a symptom of the glob-
al economic slowdown. World trade volumes expanded by just 1.2 per cent in 2016, the
third-lowest rate in the past 30 years. Cyclical factors — such as the composition of global
demand and heightened uncertainty — continue to restrain global trade growth, while
the impact of a number of structural shifts that favoured the rapid expansion of global
trade in the 1990s and 2000s have started to wane, coupled with slower progress in trade

141 1. . m . ~ 11 1 1 11 1 11 1 1. 1

TR EER, SR IRS R 48T

https://www.yunbaogao.cn/report/index/report?reportld=5 9352




