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Key messages

 Asia-Pacific economies face diverse
challenges, including global slowdown, jobs,
inequality, natural disasters and commodity
prices

 Pacific Islands are particularly vulnerable to
high energy prices and have set renewable
energy targets

* Macroeconomic policies could help achieve
these targets and more broadly, support the
three pillars of sustainable development




Global economic slowdown m

* Drops in confidence more wide-spread in
Europe (EC’s Economic Sentiment Indicator
falling for consecutive months)

* Housing market recovery in the U.S., but
output and employment growth weak while
fiscal cliff pending

 Fiscal austerity in response to sovereign debt
crisis — but is it working?

* New government bond-buying programmes
announced by ECB and Fed

Asia-Pacific’s external exposure M
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o ERRATIONS

Impact on Pacific Islands >

¢ Investment and jobs hit by the global economic
downturn (ex. Yazaki plant in Samoa)

* Tourism relatively

Tuvalu resilient, but
Marshall Islands Tourist arrivals (in thousands) || B2 remittances
Kiribati 02008

declining in some
Niue m 2007
2006 cases

Solomon Islands

Micronesia
Tonga ¢ Fiscal space
Palau | affected by lower
vanuaty |

tax revenues,
declines in wealth

Cook Islands :
Papua New Guinea 7% funds

French Polynesia

New Caledonia

Northern Maraian Islands

Fiji _
Source: UN World Tourism
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o ERRATIONS

Fiscal & monetary policy space >

Compared to developed economies, Asia-Pacific’s public
debt (as % of GDP) is lower and policy interest rate higher

South and South-West Asia
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Outlook for selected economies

Thailand * Average GDP
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Socio-economic & environmental chall

Jobs —labour productivity and working
conditions, opportunities for youth

¢ Utrbanization — housing, water and sanitation
challenges

¢ Inequality — rising even as poverty declines,
constraining social development & MDG
progress

* WNatural disasters — losses of $267 billion for
Asia-Pacific in 2011 alone




Commodity prices

* Highly volatile, but also steadily rising since 2000

Annual prices indices, real 2005 US dollar terms (1960=100)
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- *  While Pacific Islands
are mostly commodity
exporters, large
increases in imported
fuel and food prices
have undone any
potential gains

Sri Lanks e—

R O — Source: ESCAP Survey 2012
Prakiectiarn

-10 -8 -6 -4 -2 0 2 4 -] 8 10 12 14 16




Increasing vulnerability

¢ Pacific Islands experienced lower average growth and higher
volatility among all SIDS

* Concentration on primary products increases vulnerability to
terms of trade shocks

wShare of primary commodity exports in total exports, 1995-2009
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Energy price impact on the economy @ESCAP

* Heavy reliance on imported fossil fuels, on average
13% of GDP

¢ Higher impact on transport costs due to remoteness
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