
11

The Global Economic Crisis: The Global Economic Crisis: 
Asia and the role of ChinaAsia and the role of China

Elliott School of International Affairs,Elliott School of International Affairs,
George Washington UniversityGeorge Washington University

March 31, 2009March 31, 2009

Anoop SinghAnoop Singh
Asia and Pacific DepartmentAsia and Pacific Department

IMFIMF



22

Five key questionsFive key questions

Why has Asia been hit so hard?Why has Asia been hit so hard?

What is the outlook for Asia?What is the outlook for Asia?

What are the main risks to Asia?What are the main risks to Asia?

What is the role for policies in the region?What is the role for policies in the region?

Is China different?Is China different?
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A sharp and synchronized collapse in A sharp and synchronized collapse in 
global growth...global growth...

World Real GDP growth
Year-on-year percent change
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...has hit Asia more than we expected...has hit Asia more than we expected
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...reflecting its specialization in ...reflecting its specialization in 
advanced manufacturingadvanced manufacturing
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Exports have declined through the Asian Exports have declined through the Asian 
supply chain, and more than in other regionssupply chain, and more than in other regions
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  Sources: Haver Analytics; and IMF, World Economic 
Outlook  database and staff calculations.
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A double hit for Asia: itA double hit for Asia: it’’s s bothboth
exports and domestic demandexports and domestic demand
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Global recovery is expected only in midGlobal recovery is expected only in mid--
2010 and risks are on the downside2010 and risks are on the downside
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developing economiesdeveloping economies

0.10.1--5.85.8--0.70.7JapanJapan

0.20.2--2.62.61.11.1Euro AreaEuro Area

0.30.3--3.23.20.80.8USUS

1.0 to 2.01.0 to 2.0--1.5 to 1.5 to --0.50.53.23.2World OutputWorld Output

201020102009200920082008



What is the outlook?What is the outlook? 99

What does this mean for Asia? What does this mean for Asia? 
Growth will fall sharply this year and Growth will fall sharply this year and 

recovery will be slowrecovery will be slow

0.6 to 3.1 0.6 to 3.1 --5.8 to 5.8 to --3.93.91.71.7NIEsNIEs
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Risk 1: A much slower recovery of the Risk 1: A much slower recovery of the 
G2G2
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Risk 2: Intensified feedback loop Risk 2: Intensified feedback loop 
between corporates and banksbetween corporates and banks
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Risk 3: Much larger unemployment Risk 3: Much larger unemployment 
lies aheadlies ahead
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Risk 4: LongRisk 4: Long--term consequences of the term consequences of the 
end of the easy credit finance eraend of the easy credit finance era
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There is some room to lower policy There is some room to lower policy 
rates furtherrates further

Real Interest Rates1
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But unconventional policies may also But unconventional policies may also 
be neededbe needed
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Strengthening bank capital would Strengthening bank capital would 
also helpalso help
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Fiscal stimulus for 2009 is slightly Fiscal stimulus for 2009 is slightly 
above G20 average, butabove G20 average, but……
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Further stimulus will be needed in Further stimulus will be needed in 
20102010
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Is China different?Is China different?

What has its policy response been?What has its policy response been?

What is ChinaWhat is China’’s economic outlook? s economic outlook? 

What are ChinaWhat are China’’s key mediums key medium--term term 
challenges?challenges?
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China has not been immune to the China has not been immune to the 
crisiscrisis
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But the authorities have responded But the authorities have responded 
proactivelyproactively

0.0

1.0

2.0

3.0

4.0

Jan-07 May-07 Sep-07 Jan-08 May-08 Sep-08 Jan-09
0.0

1.0

2.0

3.0

4.0

SHIBOR (7 days)

PBC Bill (3 months)

Interbank and Policy Rates

-4

-3

-2

-1

0

1

2001 2002 2003 2004 2005 2006 2007 2008 2009
proj

2010
proj.

0

7

14

21

Fiscal balance (left axis)

Government Debt

Debt and Fiscal Balance
(In percent of GDP)



Is China different?Is China different? 2222

The stimulus is already working...The stimulus is already working...

Real Fixed Asset Investment Spending
(Contribution to percent change, year-on-year)
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...and its spillovers are benefiting ...and its spillovers are benefiting 
householdshouseholds
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The policy action is expected to The policy action is expected to 
support Chinasupport China’’s growth s growth 
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...but the spillover to the region is ...but the spillover to the region is 
likely to remain small likely to remain small 
Capital Good Imports

(In percent change year-on-year)
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ChinaChina’’s key medium term challenge: s key medium term challenge: 
rebalancing growthrebalancing growth
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Steady appreciation would help boost Steady appreciation would help boost 
consumption and rebalance the economyconsumption and rebalance the economy
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There is still scope for further fiscal stimulus There is still scope for further fiscal stimulus 
to reverse the decline in private consumptionto reverse the decline in private consumption

China: 2008–2010 Stimulus Package
(In percent of 2008 GDP)
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