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THE INTERNATIONAL ECONOMY'!

United States Japan CIS Economies

Canada Emerging Asia MENA

United Kingdom Latin America Sub-Saharan Africa

Euro Area

World Output is expected to increase by 3.4 percent in 2014. This follows a 3.0 percent
expansion in 2013. Growth is anticipated from the United States, Canada and the
United Kingdom. While Asian and Emerging and Developing Economies continue to
register relatively robust economic growth; the rate of this growth has been falling over
the past years. Growth in the Euro Area is anficipated to be positive; finally moving out
of negative territory, with Germany, Ireland and Portugal leading the way.

Growth is expected to accelerate to 2.8 percent in the United States in 2014; up from
1.9 percentin 2013. In Canada, growth is projected at 2.3 percent in 2014 and follows a
2.0 percent expansion in 2013. In the United Kingdom, real GDP is expected to increase
by 2.9 percent in 2014 following an expansion of 1.8 percent in 2013.

Emerging and Developing Asia which registered 6.5 percent growth in 2013, will see
further expansion of 6.7 percent in 2014. Within this grouping, real GDP in China is
projected to remain above 7.0 percent. However, the 2014 growth rate of 7.5 percent
will be marginally lower than the 7.7 percent recorded in 2013. India’s real GDP is
anticipated to increase to 5.4 percent in 2014, from 4.4 percent in 2013.

Following a 0.5 percent contraction in 2013, growth of 1.2 percent is forecasted for the
Euro Areain 2014; with, Spain, Greece, Portugal and Ireland are all projected to register
positive growth by the end of the year.

Inflation in the Global Economy is expected to hover around 3.5 percent in 2014; down
from 3.6 percent in 2013. Advanced Economies will see inflation remain steady af 1.5
percentin 2014; marginally higher than the 1.4 percent which prevailed in 2013. Inflation
in Emerging and Developing Asia is anticipated to remain constant at 4.5 percent. In
the Middle East and North African (MENA) region, inflation is pojected to fall from 10.5
percent in 2013 to 8.4 percent in 2014, while in the Commonwealth of Independent
States? inflation will increase marginally from 6.4 percent in 2013 to 6.6 percent in 2014.

Globally, the fiscal balance will continue to improve from -3.8 percent of GDP in 2013
to -3.5 percent of GDP in 2014. Fiscal balances, as a percentage of GDP, in Advanced
Economies, the Euro Area, and the MENA region will improve from -4.9 percent, -3.0
percent and -9.9 percent in 2013 to -4.3 percent, -2.6 percent and -7.6 percent in 2014
respectively.

1 Source: International Monetary Fund, World Economic Outlook April and July 2014; Fiscal Monitor April and July 2014; Regional Economic
Outlook 2014; Various Publications from Central Banks and Statistical Offices.

2 Compirises Russia, Ukraine, Kazakhstan, Belarus, Azerbaijan, Turkmenistan, Mongolia, Uzbekistan, Georgia, Armenia, Tajikistan, Kyrgyz
Republic and Moldova
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As experienced in 2013, in 2014, growth in the
United States (US) remains low but positive.
Real GDP, projected at 2.8 percent in 2014, will
be higher than the 1.9 percent recorded in
2013. Much of this relatively stronger economic
performance can be attributed to a somewhat
subdued resurgence in residentfial investment,
personal consumption and business confidence.

The global financial crisis in 2008 and the ensuing
recession saw unemployment in the US remain well
above its normal rate of 7.0 percent. In 2014, the
unemployment rate is projected at 6.4 percent,
as compared to 7.4 percent in 2013; mainly on
account of adropin the labour force participation
rate which stood at 63 percent in February 2014.
This rate hovered around 66.0 percent prior to the
financial crisis and global recession in 2008.

Inflation in the US is expected to decrease
marginally to 1.4 percentin 2014 from 1.5 percent
in 2013; remaining below the inflation target of 2.0
percent, due to continued slack in the economy.

The current account balance for the US is
expected to marginally improve to -2.2 percent
of GDP in 2014 from -2.3 percent of GDP in 2013.
The favourable current account balance; the
lowest in 15 years, can be attributed to increased
domestic energy production and a fall in oil
imports. Concomitantly, the fiscal balance will
improve from -7.3 percent of GDP in 2013 to -6.4
percent of GDP in 2014,

In December 2013, the Federal Reserve advised
that it would reduce its purchases of agency
mortgage-backed-securities (MBS) from US$40
billion to $35 billion per month and of longer-term
Treasury Securities from US$45 billion to US$40
billion per month. Accordingly, consequent on
improvements in the US economy, in January 2014
the Federal Reserve further reduced its purchases
of MBS to US$30 billion per month and of longer-
term Treasury Securities to US$35 billion per month.
The Federal Reserve has further indicated that
policy rates in the future would be dependent not
only on the unemployment threshold, but also on
a wider range of economic indicators.

Growth in Canada is expected to confinue in
2014 with real GDP of 2.3 percent as compared to
2.0 percent in 2013. This can be attributed to the
projected growth in the US economy enhancing
demand for Canadian exports.

In Canada, Inflation is expected to increase to
1.5 percent in 2014 from 1.0 percent in 2013.
Unemployment is projected to marginally decline
from 7.1 percent in 2013 to 7.0 percent in 2014,
on account of expected increased economic
activity. Canada’s current account balance is
anficipated to improve to -2.6 percent of GDP
in 2014 from -3.2 percent of GDP in 2013 as
merchandise exports increase. Canada'’s fiscal
balance is expected to narrow from -3.0 percent
of GDP in 2013 to -2.5 percent of GDP in 2014.

Real GDP in the United Kingdom (UK) is expected
to increase by 2.9 percent in 2014, following a 1.8
percent expansion, one year earlier. The resurgent
economic growth is atfributed fo improved
consumer confidence as well as improvements in
household credit and residential housing prices.
Consumer price inflation is expected fo fall
marginally; under the target rate of 2.0 percent
set by the Bank of England; to 1.9 percentin 2014
from 2.6 percent in 2013. According to the Bank
of England, the projected fall in inflation is due
to lower petrol price inflation as well as lower
household energy price inflation.

Unemployment in the UK is expected to fall to
6.9 percent in 2014 from 7.6 percent in 2013. This
could be attributed to a rise in self-employment
among the ageing UK population and among
persons unable to find fraditional employment
due to the recession.

Consequenton contfinuedfiscalconsolidation, the
UK economy is expected to register improvement
in its current account balance, from -3.3 percent
of GDP in 2013 to -2.7 percent of GDP in 2014.
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In addition, the fiscal balance is expected to
marginally improve from -5.8 percent of GDP in
2013 to -5.3 percent of GDP in 2014.

Following a 0.5 percent contraction in 2013,
growth in real GDP is projected at 1.2 percent
in the Euro Area for 2014. Germany, Portugal
and Ireland are all expected to contribute to
the resurgence, with real GDP growth projected
at 1.7 percent, 1.2 percent and 1.7 percent
respectively. Growth in Germany is attributable
to high consumer confidence, improved financial
sifuation of households and favourable funding
conditions. Consequent to reforms in the labour
market and more gradual fiscal consolidation;
Spain is also expected to post positive real GDP
of 0.9 percent, up from -1.2 percent in 2013.
Although growth in the Greek economy may
appear small, with real GDP of 0.6 percent in
2014, this performance nevertheless represents
a significant turn-around when compared to
the -3.9 percent confraction posted in 2013. The
Greek furnaround is attributable to increased
exports and investment.

Due to weak demand, inflation in the Euro Area
is expected to fall to 0.9 percent in 2014; down
from 1.3 percent in 2013. Inflation in Germany is
projected to fall marginally from 1.6 percent in
2013 to 1.4 percent in 2014 due to decreasing
prices for goods and services and the impact
of a mild winter on energy prices. Spain will also
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Duetoimprovementsinthe economiesof member
couniries, unemployment in the Euro Area is
expected to fall to 11.9 percent in 2014 from 12.1
percent in 2013. Unemployment in Spain, Greece
and Portugal is anficipated fo fall from 26.4
percent, 27.3 percent and 16.3 percent in 2013
respectively, to 25.5 percent, 26.3 percent and
15.7 percent in 2014. Unemployment in Germany
will continue to hover around 5.2 percent.

The fiscal balance in the Euro Area is anticipated
toimprove from-3.0 percent of GDPin2013t0-2.6
percent of GDP in 2014. The German economy
will run a zero percent fiscal balance, while most
other economies will see improvements in their
fiscal balances. However, the fiscal balance in
Greece is expected to deteriorate marginally
from -2.6 percent of GDP in 2013 fo -2.7 percent
of GDP in 2014.

Real GDP in Japan is antficipated to decline
marginally from 1.5 percent in 2013 fo 1.4 percent
in 2014, as the economy experiences a slow
recovery in exports and rising import demands.
Even with the constrained growth, inflation is
projected fo increase from 0.4 percent in 2013 to
2.8 percent, due to robust private consumption
and public spending. Unemployment in Japan is
expected to fall slightly from 4.0 percent in 2013
to 3.9 percent in 2014.

Japan’s current account surplus is projected to
expand to 1.2 percent of GDP from 0.7 percent of




