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Established on December 20, 2009, International Monetary
Institute (IMI) is a non-profit academic institution and think
tank focusing on research on monetary finance theory, policy
and strategy. Taking the discipline framework and thinking
model of “the General Theory of Macro-Finance”, IMI follows
the principle of connecting East and West, linking up academic
studies, serving government and public, and seeking truth
from facts. Aiming to build a world-class think tank focusing
on the studies on international financial theory, strategy and
policy in an international, professional and featured approach,
IMI has been proved very fruitful in promoting academic
exchanges, serving society, facilitating practices of financial
reform at home and abroad and facilitating cultivation of
financial talents “who are able to flexibly move between the
East and West cultural platforms.”
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Global growth remains moderate and uneven, with downside risks

AR KRG RIAT8, BA TR

Global growth remains moderate and uneven, with downside risks

Key messages (baseline projections) KRfER ERBW)
« For advanced economies, growth in 2016 projected to be very similar to thatin 2015 o M TRIEBYE, 2016508 KRN 0T 20155
«  slightimprovement projected for 2017 o 20074 [ TMRS (AT BT S
«  For emerging markets, slight improvement projected for 2016 o X ﬁ* ik, 20164 Flus fle
« Stronger pick-up in 2017, as conditions begin to normalize in stressed economies . 75 Tty AR R HF A TF R IE R AL
+ Much heterogeneity in economic performance . AR B
Risks MR

AT
" Nﬂ”" i M

Disorderly pull-back of capital flows to emergln; markets, financial stability risks 5 R
China ing and its ¢ borde

Impact of weaker commodity prices on exporters (EM & LICs) ¢

LW CHOXTREREA 50O
More protracted recessions in economies experiencing distress
Shocks of non-economic origin

122 i ol

Growth projections: Advanced economies Growth projections: Emerging markets and LIDCs

(percent change from a year earlier) (percent change from a year earlier)

ST : RIBZ TR i eaie) T i i Al R

099.0wd 0

Emerng

China India Brazil Russia

2015 31 14 24 2.2 0.5 1.6 1.5 1.2 21 World

2015 3.1 4.0 6.9 73 -3.8 -3.7 0.7 4.5
2016 32 14 24 19 0.5 15 15 1.5 22

2016 32 4.1 6.5 75 -3.8 -1.8 10 47

Revision

fomdan  -02 -02 -02 03 -05 02 -02 -02 -03
2016 Rediionfom 02 02 02 00 03 -08 -05 -04
2017 .5 20 S5 22 -0.1 1.6 16 1.9 26 2017 3y 4.6 62 7.5 00 0.8 26 55
Rey i
fomdan 01 -0 01 00 04 01 01 02 -04 il or A RO 22 02 a2 04
2016
Sources: W, Worid Economic Outiook Javiarg 2046 Update: and IMF, World Ecanamic Outlook April 2056 3 Sources: IMF. Workd Ecomomiz Qutkook Jepuary 2016 Update; and IMF, Workd Ecenomic Outiook April 203, £

What do we assume for our baseline projection? Major global realignments shaping the outlook

AR FEAE T T LR ? EEH IR RGBS

* Agradual normalization of conditions in several economies currently under stress
FUHEAR T TR A - S22 AR L0 IE R Ak
*+  Asuccessful rebalancing of China’s economy, with trend growth rates lower but

1. Slowdown and rebalancing in China

o [ 28 AR T

still high
.|.Tk PRI, AR R R A 0 2. Further decline in commodity prices, especially oil
*  Apickup in activity in commodity exporters as oil prices recover gradually i R R — 25 TR, KA i
[ESHlET18% 32 55 b Sy N S R TN Py S W 1 o
* Resilient growth in other emerging market and developing economies 3 Declining capital flows to emerging market economies
SEfbER et A AR R P [ 5ATE A % A2 R AT T
5 6
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1. Slowdown and rebalancing in China 2. Sharp reductions in commodity prices, especially for oil...
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The share of industry in GDP is shrinking... ..as is the share of investment Commodity price indices i i # 3% Ol inventories i m&ﬁ -
(Jan. 1, 2010 = 100, 201071 /11 /7=100) (days of forward demand 1% ¥ AR
TAkFEGDPH i B BRMOBEH TR Metal = Food ~Orude O 3/
= Metal =Food = = United 5
St o S oGy o it by Eperire & L ok ecimiud s
M 2 . w
i [ ——— “

iy s i RYS) . oemgten).  Ciimesmo
n Sniom (5] ! » e
" u
- ¥ “

7 Sources: IMF, Worid Economic Outlook; IMF, Primary Commaodity Price Systew; and International Energy Afmty (IEA) 8
2/ APSP (Average Petroleum Spot Price) average of UK. Brent, Dubai, and West Texas Intermediate, equally weighted

3. A broad-based slowdown in capital flows to Ems Volatile and tighter financial conditions
BT 5 AR & T A Hiea!

Net Capital Inflows to Emerging Market Economies Financial market volatility Equity prices 5t H Eo;;g:x bond yields

(2000-2015:Q3, percent of GDP) SRR (i 1, 2507-10]
s (index; Jan. 1, 2007+100) B M (percent) - US,
R 800 160 WP n ~ Euro area
o5 vix Nikkei 225
— lecian erquatie r3nge oo oy — Japan
- _ 70 » 1SC1 emerging market 1 ~ EMBIG sovereign
- =G FX volatility
10~ - 600
s s00
400
300
200
100
9 2
11 12 13 14 15 16 17 18 19 20 11012 13 14 15 16 17 18 19 20 11 12 13 14 15 16 17 18 19 20

200001 02 03 04 05 06 07 08 09 10 11 12 13 14 15

Sources: Bloomberg, LP.; Haver Analytics; and IMF staff calcalations. 1

Growth projections beyond 2017
20174 LA fe A1 T
Continue with monetary accommodation and balance sheet repair AEs: Real GDP Growth Rk Hk: SIFRGDPHE  EMs: Real GDP Growth #)ilish: SLhrcopPi{

Tailored structural reforms (percent; various WEO forecost vintages. Fi#it, ¥HWEORR) (percent; various WEO forecast vintages, £7 41t #FWEO Kl
5 April'08 = April'11 - April ‘16 April08 - April'll - April'l6

Policy Recommendations

Advanced
economies

Fiscal support {easing via infrastructure investment where space is available,
growth-friendly adjustment where needed)

T

Continue to use exchange rate as shock absorber (monitor risks)

Emergmg Market Evaluate trade-offs before easing monetary andjor fiscal policies
and Developing  +  well sequenced structural reforms
Economies Strengthen financial ision and macro-prudential

Coordinated policy action might be needed to avoid a synchronized
All countries slowdown; make contingency plans now.

Extend global safety net and financial reform agenda L
Need to cooperatively address other global public good problems, : - % 2] H
including refugees and epidemics o

Soures: MF Saf estimates.

P
3
2
)
0
1
2
3
4

e T N T

16|
20/
a
@l
12
6
20

IMI | 28



LWTR

2016 4 % 19 % % 162

BRI

RikE EU T A
o HRHE L
MECKHE (D3RI

I et B R A i A7

SRk TR IR0 g

WorLD Economic OUTLOOK
FmmmRE

5 i )
RIEZ3H 1S : RS OPENING REMARKS
' g
Jir s [ % o BERRDEHBRTHRBLALUE, REBWTHEMR i ATy, Thank you!
HIRARELWAGHANE
o BEMNUSMLHRAS IS, BFERRIAAH AEYN

, <
‘Y

RUC | 29



j ,E [D\
Research Information

PE: fHLZRMRE

Raphael Lam'

Raphael Lam s A5 #7 7 * B GDP &2 4+t 4B, IH R AEF ., 253 Koty
WO, A BATP B T B EAY, R EmE, BN A RmEi; WEBGHF. M
HRFESE, BT MAERFHRK; HEERK, 28R E 5, CERARRFEE, 12503
KA R TR, fdgd, TZEAXPHREE S AFNEATE, PAGERKER
g K, BMNEZAZFEREE BT F T FRFHE, ARSENEKBIR, Bk
A ATAT YRR, AR LE AR ERAR, BEMIRAE IR, FIXRTA A KA B ENEF K

AT H g 38 %

MARKRE, a0 E S5 R R R IEAE —/NRFE R B B, FH E ) GDP 14
HEZM 2010 F 2 BFER 10900 E, FFER] 2015 4£19 1%L A . HEZSFLES
KR R BB & — RS P R

—\ FERETRFEK L

2RI HH R O I 4 A % TR 1 R e S AL R R 2 o [, JRATTE 2,
M 2011 SFIFAG, SCETESFKINE a4, M5 TAkXS GDP ¥ vk 1k
FEBD TR, MRS GDP [ ELEE#T BT SRR, HE AN AT 9% 5 GDP
I EIZSE BT, VH BB Oy hLEh T E A SR R — DN B G . PR
&> RRAEAFATALIE K AL R 2R, A g5l 5 GDP i b Bk 2 it —
A1, IXMUREE B B 9

=\ BERYH

MEE MBS MAEERTE, H A E 5 MBS LR ke, Bk

HREIER

Eul

! Raphael Lam, [EPRSE MRAAN

IMI | 30



2016 5+ % 19 #1.% % 162 A
20 AP RS AR Ee s e M . AT B, L — BT, o [ 45 B
—HEARRE T ANE R AR T o IR R H AT T SRR B SRS R . 2
e, HTR2BPKE ERENZ ERRNEETN, o E AR ST I AR
(BT R S I B s, BB 00 o w) BB AS TR 1A+ 0 ke [RIIS, ATAT
R PR = AL 8 T — AN O AL U, A5, 20 e AL

M BECR M RS, R MBURZ B AR R T, WBBEREA T4
Py B T 20 (1 B2 R P IR AE H 2800 2 o Hp [EEORF B A — P52 30 B hn o b BugoR
FELGET E P VR . BEACKTE , il B 0 B0 5 R /K AR AE — AN AR
FERCE KPR, (BRI S BUR K.

MICREI AR, WRISEEMEINE . £IoTHESE R R, NRMIEE
MEFF U —EHAZ B RNAEE . HACRE, ARMICERCEFHE T+
—E X E N IRFFASE o« [FIIY, W2 2, NI MAROR I A R H AN 5
AT BRI A7, el A 28 NE 0 >k B AL B AR UL A R R ik, 2 H R E i
It F) 2 LA

=, eiRElEk

SR ETR A =T SRR, =0 R T
SRR AT Hig /NN ZEBE B iy N AR TR KT« BT B & Jre LA R AR 25 SO i it
FZAN KA SRR o, BATANREA R8Ok R, TR ISR I TT
MR g H AR BB . AT B A AR R TR B S A, R
KA ) S L, [ SR R R BE I A, X B Ak B IR
R RE S SIRENHTRET N A AR o [RI, S ST A 4w AT RO 2 A B
AR R, JEnaR S A AR PR BRI AT .

RuUC | 31



W&

Research Information

2016 April WEO

Consensus
forecast - high
Consensus
forecast - low
forerast - mean

2010 2011 2012 2013 2014 2015 2016 2017
Sources: Consensus Forecast, January 2016, and IMF staff estimates and forecasts,

(In percent, 3mma, vear-on-year growth) -
25 9
20
Real estate investment
Nominal growth of
15 1P: crude steel 15 services sector
8
s b Nominal GDP growth
PR 7 & Nominal growth of
S (quarterly, y/y, RHS) industrial sector
19: comont
0
a5 & 10Q1 1Q3 13Q1 14Q3 15
2013 2014 2015 Feb-16 o Q R e 2o
‘Sources: CEIC Data Company (8. Haver Analytics and IMF staff estimates. Sources: CEIC Data Company Ltd. and IMF staff calculations.
20 30 is
In percent; year-on-year growth Interest coverage ratio; share of
Monetary policy index (%, pa, RHS) total firms in percent
1
15 Prvate oot acdsted » k<
Real 1Y benchmark 20 LG debtsap)
lending rate (%) 5
10 3 w RS
10 0
5 Real 1Y benchmark lending rate () ¥ 0 1
5 IR
0
0 10 NominalGIP w 10
5
5 10 0 )
2008 2009 2010 2011 2012 2013 2014 2015 Feb-16 g g 87 8 8 ¥ og ol 0
g 8 8 8 8 8 8 @©
Sources: CEIC Data Company Ltd. Bloomberg and IMF staff estimates. W 8 R oW R W W R nooownoam W8 W4 WSE
1/ Deflated by actual CP1 inflation (year-on-year),

2/ Deflated by actual PP inflation (year-on-year) Soutces CEIC Data Company Lt and IVF saff calculations.
v
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Consolidated general
government balance

0 0
5 5
Augmented
balance
10 10
15 15
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Prel. Proj
Sources: CEIC Data Company Ltd ; Authorities; and IMF staff estimates.
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| [e% o
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15
100
5
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© vty
ad e g
Al 2
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R RERR 2005=100, RHS) o
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Sources: CEIC Data Company Ltd.; Bloomberg LP and IMF staff calulations
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70

45
Disposableincome
In percent of GDP)
&5 dnp 40
Saving rate 5 35
50 (In percent, RHS) B
30
40
Private Consumption 2
(In percent of GDP)
30 20

2001 2003 2005 2007 2009 2011 2013 2015 2017 2019
Source: IMF staff estimates and projections
Note: Saving rate is defined as household saving in percent of disposable income

Narrowing the Gap and
Improving Living Standards4
NN 22 B R o A 15 KT

Opening-upXf /ML

Quality Growth

Expand Innovation and
Entrepreneurshipf!/’
TR AR

Green Development’f: 23 3
A 2 1

Focusing on -2016 growth target set at a range (6.5-7.0 percent)
sustainable growth - Quality growth with green development
Addressing rising - Resolving overcapacity coal and steel sectors
vulnerabilities - Exiting of nonviable SOEs
- Unwinding excess real estate inventory
Improving living - Reducing poverty and expanding public services
standards - Abolishing “one-child policy”
- Implementing VAT reforms
Strengthening -Holding of press conferences to explain policy measures and

C by all key ministries/agencies

KRIEF[FFGER R -2016 4F£0 G I U] H brfEe.58017.0 22 18]

- SRR R IME TN

- AL AR AR e A o A8 7 i
- HBEA AR5
R 5 e P A
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- BEbR WA T LR

- AT E Y

PIE LSS JEIH R A2 R
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REAETEKT
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Ambitious growth targets

Vulnerabilities from
corporate leverage

Mixed reform progress

Continued efforts to

- Growth target in 2016 higher than staff recommendation
- Ambitious medium-term targets could lead to
unsustainable stimulus

- Credit level too high and rising rapidly
-Need for a bolder debt restructuring plan with potential
bank recapitalization

- SOE reforms lag; need to address vested interests (steady
progress in financial and external sector reforms);
-Foster fiscal, hukou, and pricing reforms

- Building on recent efforts, further strengthen

IMI | 34
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Slowdown in net capital

with crises. %1173

Net Capital Flows to Emerging Market Economies and Number of Debt Crises
(1980-2015:Q3, percent of GDP unless noted otherwise)

* The anatomy of the recent net capital inflows slowdown in emerging

8-

6

o o markets
5- === Net capial inflows excluding China and Russia 5
—pumberof ise (oht scal) ST AL % T 3B AN
¢ * Historical comparisons: what is different this time?
3 ik 2 Ak, IR TEARN B BEAT T ASFIRFAE 2
2 * Whatis driving the recent net capital inflows slowdown in emerging
markets?

SO FX AR FATN TR 3 IR A A7

Net Capital Inflows to Emerging Market Economies
LS po - hesoudown's
broad-based
across asset
types and
regions (See
appendix of the
slides)
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— Medan Intemuarte rangs

o WATANT
T4

The Anatomy of Net Capital Inflows Slowdown in 2010-15
f#EHT2010-151 55 A S I B

200001 02 03 O4 05 05 07 08 09 10 11 12 13 1 15

Both inflows and outflows contribute to the slowdown. EME exchange rates depreciated against the dollar during the

THEAYEN KR BEAEYEN ) T B H 16 _E T AL slowdown. % 1133 B¢ M AF X SE e AE I o

Capital Inflows and Outflows for EMEs (Percent of GDP,
p g ! EME Exchange Rates (2010-0)
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Cost of financing below previous peaks, but increased recently.

R AT i R, (RS0l i LT

Cost of Financing and Sovereign Spreads (2000-2015:Q3)

x — Median: EVBI sreacs
Interquartie range: EMBI spreads
600 —U.S. 10-year Treasury note yield
£ 50
2 40
o
- e : o ot
100- d Historical comparisons; what is different this time?
oo wo oo 0 o o a1 kol W B, KRR AT T A A FHHAE?

Three episodes have similar magnitude and breadth of the Exchange rate adjustment were more orderly during the 2010-15 slowdown

slowdown. = KB AN T FEA R MIE A B than in 1995-2000. - % 7£2010-15 1 1 % H:1995-2000 5 /1145 /¥ -

Three Major Net Capital Inflow Slowdown Episodes (Percent of GDP) EMES’ Exchange Rate Adjustments in 1995-2000 and 20102015
(Percent change, year on x-axis)

=== Weighted mean excluding China and Russia

*  Emerging market
— Weightsd mean — b 0

8 - oo Bt i Y economies have been

3 1t amge e Py moving toward more

o4 flexible exchange rate
regimes over the past two
decades.

Domestic currency debt issuance contributed to the reduction in currency RO i e rEs un2015 CAtincreased IM20TA 5 attera’
mismatches, 1 A ATE RE B 7 0 T 47 B 2 T R AT A S5 T R prolonged decline, 7520154 LY, #i XA TEER AN A% . #£2014-154E BART,
2 : : i BEKSBER—HET K
o] ding Debt of EMEs D inated in Domestic i .
Net Capital Outflows and Current Account During the
Surrency [PercentofTolal Debt) 2010-15 Slowdown(Percent of GDP)

— Cumeat Tt %

* Reductionin
currency mismatch is
also reflected as
decline in net
external debt.
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The decline in inflows strongly associated with shrinking EM-AE growth differential.
F AR RIE B KRBT RO ATSh T e B R 3R
The Role of Global Factors in the Recent Decline in Capital inflows

(2000-15:Q3, percent of GDP)
—— Predicted capital inflows -~~~ Actual capital inflows

— Growth ditferential — Interest rate differential
Global risk aversion —U.S. yield gap
—U.S. comorate spread
20- 1. Actual and Predicted - - 2. Predicted Capital 720
Capital Inflows Inflows and

Contributions g 15

What is driving the recent net capital inflows slowdown in
emerging markets?
O TTA FARN T W) LB UK SR AT 4?2 & |

2 -10
2000: 03: 06 09 12 15 2000: 03 06 09 12 15
Q01 0 Q@ 0 0 0 0 0 0 01 01

Policy-controlled variables can explain some of the cross-country diversity in experiences Exchange rate flexibility also dampened the effects of
during 2010-15. B5R 2 57 1 AR 2010-15IHF 303 AC i ) s 40 B 22 57 key global factors. B0 R iG i 55 | A BRI Z N R AR S KI5E
Differences in the 2010-15 Capital Inflow Slowdown by Country-Specific Characteristics

(Percent of GDP) Differences in the Contribution of Global Factors
00— Between More and Less Flexible Exchange Rate Regimes
(Percent of GDP)
-05- -
o-

-1.0- - s
-15- - -y
-20- - P
-25- - -
Bl : N -
-35- T —fioatng

-
-40- .
-45 (Global EME-AE (Global EME-AE Global sk

Fixed refative to  Low relative to  High refative to growth Interest rate aversion Jog)
floating exchange  high reserves  low debt S— S

rates

Policy implications

BUREW

* EME policy frameworks have improved, vulnerabilities reduced
= But persistent narrowing of growth differentials calls for continued policy upgrade
= Exchange rate flexibility (to cushion shocks)

= Prudent fiscal policies (to counter higher borrowing costs)
* Proactive macro-prudential policies (to limit currency mismatches)
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