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CHAPTER 2 GLOBAL ECONOMIC OUTLOOK

CHAPTER 2

Global Economic Outlook

Overview

A rebound after dismal growth

The global economy is projected to contract
by 4.4% in 2020 (2019: 2.8%). This anticipated
negative growth is due to unfavourable
performance in both the advanced economies
and the emerging market and developing
economies (EMDEs), mainly resulting from the
adverse impact of the COVID-19 pandemic. On
the contrary, robust growth in the advanced
economies and the EMDEs is expected to
spearhead global growth by 5.2% in 2021.

FIGURE 2.1. Real GDP Growth for Global, Advanced
Economies, and Emerging Market and

Developing Economies, 2019 - 2021
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Source: International Monetary Fund, World Economic Outlook
(October 2020)

In 2020, the gross domestic product (GDP) in
the advanced economies is expected to decline
by 5.8% (2019: 1.7%), while the GDP in the
EMDEs is anticipated to contract by 3.3%
(2019: 3.7%). This is mainly due to a fall

in domestic demand, particularly private
consumption and investment, coupled with
dismal trade growth. The decline in the growth
of the EMDEs is expected to be cushioned

by favourable growth in China. Among

the advanced economies, the euro area is
anticipated to register the sharpest downturn
in comparison with the previous year.

In 2021, the advanced economies is forecast
to rebound by 3.9%, spurred by improved
domestic demand and increased trade
activities. Growth in the US is expected

to improve by 3.1%, backed by a recovery

in private consumption and favourable
investment. The GDP in the euro area is
anticipated to turn around by 5.2% in 2021,
supported by improved domestic demand
following accommodative fiscal and monetary
policies. The economy of the UK is envisaged
to record a stellar growth of 5.9%, driven by
a recovery in the services sector. The GDP of
Japan is projected to pick up by 2.3%, boosted
by an increase in private consumption and a
recovery in exports.

The GDP of the EMDEs in 2021 is expected

to bounce back by 6%, buoyed by solid
domestic demand and higher exports. China is
envisaged to lead the recovery in the region,
with a sturdy growth of 8.2%. Likewise, the
economy of India is projected to rebound

by 8.8% on the back of strong consumer
demand. The GDP of ASEAN-5' is anticipated
to turn around by 6.2%, on account of robust
domestic consumption, higher investment and
a favourable trade environment.

" ASEAN-5 comprises Indonesia, Malaysia, the Philippines, Thailand and Viet Nam.
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World trade is set to plummet by 10.4% in
2020 (2019: 1%), owing to subdued demand
for goods and services, compounded by the
COVID-19 pandemic. Lacklustre demand for
goods is expected, despite rising needs for
medical equipment and supplies, amid volatile
commodity markets as well as escalating
trade and trade-related tensions, particularly
between the US and China. The demand for
services is also anticipated to fall, with cross-
border tourism activities adversely affected.
Nevertheless, global trade is projected to turn
around by 8.3% in 2021 as economic activities
gain momentum.

Global foreign direct investment (FDI) is
expected to decline up to 40% in 2020

(2019: 13%), dragging the FDI below USD1
trillion for the first time since 2005. This drop
is due to heightened uncertainties concerning
the pandemic, which may continue to slow
down the implementation of existing projects

FIGURE 2.2. Inflation Rate for Global, Advanced
Economies, and Emerging Market and
Developing Economies, 2019 - 2021
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Source: International Monetary Fund, World Economic Outlook
(October 2020)

and approval of new investments. In 2021,
the FDI is projected to further decline by 5%
to 10%, as new restrictive investment policy
measures affect cross-border merger and
acquisition (M&A) activities.

Global inflation is expected to be mild at
3.2% in 2020 (2019: 3.5%). Inflation is on a
downward trend in advanced economies at
0.8% (2019: 1.4%), while inflation in the EMDEs
is anticipated to remain at 5% (2019: 5.1%),
resulting from low oil prices. In 2021, global
inflation is expected to slightly increase to
3.4%. Inflation in the advanced economies is
anticipated to increase to 1.6%. In comparison,
inflation in the EMDEs is forecast to be at
4.7%.

Risks to the global outlook are mainly due

to the impact and severity of the COVID-19
crisis, compounded by the uncertainty in
discovering a vaccine. A protracted economic
slowdown may result in a vicious cycle, where
financial distress may expose borrowers to
vulnerabilities. Subsequently, this will drag
economies into debt crises and decelerate
activities even more. In addition, cross-border
spillovers from weaker external demand
could further magnify the impact of country-
or region-specific shocks on global growth.
Strained relationships among the coalition

of oil producers of the Organization of the
Petroleum Exporting Countries Plus (OPEC+)?
and widespread social unrest may pose
additional headwinds to the global economy.
Furthermore, uncertainties surrounding the
Brexit outcomes, rising government debts and
unemployment, as well as climate crisis, are
among the major factors that could impede
future growth.

Global Economy

Navigating unprecedented challenges

The US' economy contracted by 4.4% in the
first half of 2020, resulting from a decline in
consumer spending, as the economy struggled
with the COVID-19 pandemic. Personal

2 OPEC+ comprises 13 members of OPEC, namely Algeria, Angola, the Republic of the Congo, Equatorial Guinea, Gabon, Iran, Iraq, Kuwait, Libya, Nigeria, Saudi
Arabia, United Arab Emirates and Venezuela as well as 10 of the world's major non-OPEC oil-exporting nations, namely Azerbaijan, Bahrain, Brunei Darussalam,

Kazakhstan, Malaysia, Mexico, Oman, Russia, South Sudan and Sudan.
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consumption expenditure, which contributes
67.1% to total GDP, plummeted by 5%,
particularly in the health care as well as food
services and accommodation sectors. Private
investment fell by 10.6% following a sharp
decline in transportation equipment as well as
a decrease in mining structures, resulting from
subdued oil and gas production activities.

In the same period, the US recorded a trade
deficit of 7.5%, amounting to USD50.7 billion,
as exports declined following subdued
demand, particularly in petroleum products
and fuel oil. Likewise, imports decreased,

as a result of sluggish demand, particularly
in automotive vehicles and machinery. The
unemployment rate jumped to 8.4%, owing
to heavy job losses in the leisure and
hospitality sector. Inflation moderated to
1.2% following lower oil prices, despite high
food costs.

Overall, in 2020, the US' GDP is expected to
contract by 4.3% (2019: 2.2%), as a result of
weakened private consumption and external
demand. Private consumption is anticipated to
shrink by 4.9% (2019: 2.4%) due to the phasing
out of earlier Government stimulus packages
as well as a significant rise in household
savings. Similarly, the federal balance is
expected to worsen, largely due to spending
for the stimulus packages, coupled with the
presidential election in November. Exports are
anticipated to dip, amid the ongoing trade
tensions, exacerbated by the pandemic.

As of August 2020, four stimulus packages,
amounting to USD2.3 trillion, have been
announced. These include cash payments
and expanded unemployment benefits to
households, support to the health care system
and assistance to severely distressed sectors.
The unemployment rate is expected to spike
to 8.9% (2019: 3.7%), with the leisure and
hospitality sector being the most affected.
Inflation is expected to moderate to 1.5%
(2019: 1.8%) following lower oil prices. In
March 2020, the US Federal Reserve (Fed)
lowered its funds rate target range to
between 0.00% and 0.25%. The Fed indicated
to maintain the rates at this level until the
economy has stabilised.
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TABLE 2.1. Selected Indicators for the United
States, 2019 - 2021

INDICATOR 2019 | 2020" 20212
Real GDP (% p.a.) 2.2 -4.3 3.1
Inflation (% p.a.) 1.8 1.5 2.8
Current Account of BOP -2.2 -2.1 -2.1
(% of GDP)
Unemployment Rate (%) 3.7 8.9 7.3

! Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

In 2021, the US' growth is projected to
rebound by 3.1%, driven by domestic demand,
particularly private consumption, which is
anticipated to surge by 2.8%. Investment is
expected to bounce back by 2.8%, underpinned
by higher private fixed investment. Both
exports and imports are forecast to rebound
significantly, on the back of a favourable global
trade environment. The unemployment rate is
expected to improve to 7.3%, while inflation is
anticipated to rise to 2.8%.

Risks to the US include a prolonged COVID-19
pandemic as the intensity and duration of

the outbreak would further disrupt domestic
demand and the global value chain. These
deteriorating economic fundamentals

may result in financial distress, leading to
refinancing difficulties for both corporates

and households. In addition, continued low

oil prices would lead to subdued investment
spending in non-residential structures.
Consequently, firms, particularly in the energy
sector, may face higher costs with an increased
number of bankruptcies. On the trade front,
broader protectionist measures, including
export controls, may affect business confidence
and hamper growth.

The GDP for the UK contracted by 11.8% in
the first half of 2020, the largest recession

on record, resulting from a drastic decline in
the services sector. The services sector, which
contributes approximately 80% to total GDP,
plunged by 11.3%, primarily due to a decline
of 48.3% in the accommodation and food
services subsector. In addition, the distribution,
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hotels and restaurants subsector declined

by 20.9%. Likewise, the production and
construction sectors contracted by 11.5% and
21.1%, respectively, following strict lockdowns
beginning at the end of March 2020. The
unemployment rate remained at 4% following
the Government's furlough scheme, which
allows workers affected by the pandemic to be
absent temporarily from work. Inflation was
registered at 1.7%, owing to low oil prices.

The economy is projected to decline by 9.8%
in 2020 (2019: 1.5%), as the services sector
continues to contract following prolonged
lockdowns imposed by the Government.
Several schemes have been announced to
stimulate demand in sectors affected by

the pandemic, particularly in hospitality and
tourism. The UK announced various stimulus
and relief packages since March 2020, including
the Coronavirus Job Retention Scheme,

which helped pay the wages of people in

9.6 million jobs. In addition, the Eat Out

to Help Out Scheme boosted hospitality-
related activities. As of September 2020, the
Bank of England maintained the policy rate
at 0.10%, after reducing the rate twice in
March by a total of 65 basis points to bolster
the economy. The unemployment rate is
projected to register 5.4% (2019: 3.8%) as the
Government's furlough scheme is expected
to be discontinued by the end of the year.

INFORMATION BOX 2.1

Inflation is anticipated to moderate to 0.8%
(2019: 1.8%), mainly due to lower oil and
service prices.

TABLE 2.2. Selected Indicators for the United
Kingdom, 2019 - 2021

INDICATOR 2019 2020" 20212
Real GDP (% p.a.) 1.5 -9.8 5.9
Inflation (% p.a.) 1.8 0.8 1.2
Current Account of BOP -4.0 -2.0 -3.8
(% of GDP)
Unemployment Rate (%) 3.8 5.4 7.4

' Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

In 2021, the UK's economic growth is forecast
to bounce back by 5.9%, largely contributed
by a recovery in the services sector. The
resumption of retail- and hospitality-related
activities is likely to support the recovery,
boosted by stimulus measures aimed at
consumers. The conclusion of the negotiation
of the Comprehensive Free Trade Agreement
(CFTA) between the UK and the EU and a
smooth post-Brexit transition are expected to
support growth. The unemployment rate is

Response to the COVID-19 Pandemic by Selected Multilateral

Development Banks

Introduction

The COVID-19 outbreak began at end-2019 and was declared as a pandemic in March 2020 by the
World Health Organization. The pandemic has affected people worldwide, and to date, has resulted
in over 1.1 million fatalities out of 40.7 million confirmed cases (World Health Organization, 2020).
The rising trend of positive cases, coupled with the uncertainty surrounding the discovery of a
vaccine, signal that a protracted pandemic may be probable. In containing the spread of this virus,
governments have imposed lockdowns, enforced business closures, limited international travels and
restricted individuals from their usual physical and social activities. These containment measures
have resulted in severe economic disruptions. Amid an already softening world economic growth
and volatile commodity prices, the added economic impact of the pandemic is expected to lead

to the worst global economic crisis ever recorded in recent times. To mitigate the socioeconomic
impact of the pandemic and the containment measures, governments have implemented stimulus
measures to protect lives and livelihoods as well as support businesses to remain afloat. These
stimulus measures include additional health expenditure as well as assistance in the form of cash
transfers, loan moratoriums, credit guarantees and tax incentives.
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However, the limited fiscal space of many governments may not be able to sustain the provision
of the relief and recovery assistance for long due to the existing economic conditions amid the
pandemic. The adverse impact of COVID-19 on economies is evidenced in shrinking tax revenues,
decreased gross domestic product (GDP) growth, volatile private capital flows, declining exports
and falling remittances. Middle- and low-income countries that are constrained by limited financial
resources and weak health systems are particularly vulnerable and slow to recover. Projections
by the International Monetary Fund (IMF) for 2020 reflects that as GDP contracts and public
expenditures expand, the share of gross public debt will generally rise to a record high. This is
especially so for the middle-income countries whose debt is projected to rise to 62.2% of GDP
(2019: 52.6%) with an expected fiscal deficit of 10.7% of GDP (2019: 4.9%). Likewise, the share of
gross public debt in low-income countries is expected to increase to 48.8% of GDP (2019: 43.3%),
with their fiscal deficit increasing to 6.2% of GDP (2019: 4%).

The Role of Multilateral Development Banks during the COVID-19 Crisis

Against this backdrop of uncertainty and vulnerability of the current economic situation,
multilateral development banks (MDBs) can play a critical role in the overall global economic
recovery. MDBs are generally recognised as international financial institutions that have been
commissioned by countries to promote inclusive and sustainable economic development. There
are more than 20 MDBs worldwide with various roles and functions. The unique structure of
MDBs allows them to tackle challenges that cross national borders, including global pandemics,
which demand cross-border solutions (Maasdorp, 2020). Malaysia is a member of five of these
institutions, namely the World Bank Group (WBG), the IMF, the Asian Development Bank (ADB), the
Islamic Development Bank (IsDB) and the Asian Infrastructure Investment Bank (AIIB).

The challenge to manage the impact of the COVID-19 pandemic has triggered an increasing
need of many developing countries in seeking financial support from the MDBs. This has led to
the MDBs expediting the disbursement of loans and expanding concessional financial assistance
through existing resources. The additional obligation is imposed on their existing roles in
supporting the reconstruction and development of member countries as well as mobilising
resources for infrastructure and sustainable development.

COVID-19-Related Assistances by MDBs
The COVID-19 response initiatives by the MDBs include expanding the allocation of existing
assistance, extending assistance to wider recipients and expediting the process of disbursement.

The forms of assistance provided by the five MDBs, of which Malaysia is a member of, are listed in
Table 2.1.1.

TABLE 2.1.1. COVID-19-Related Assistances Provided by Selected MDBs

MDBs
PROGRAMME/INITIATIVE

WBG IMF ADB 1sDB AIIB
Financial Support Programme v v N v v
Debt Relief Programme v v
Trade Finance v v
Guarantees v
Technical Assistance/Policy Advice v v v v v
Other Initiatives v v
Total Assistance (USD billion) 160.0 100.0 20.0 23 10.0

Sources: World Bank Group (2020), International Monetary Fund (2020), Asian Development Bank (2020), Islamic Development Bank (2020) and Asian
Infrastructure Investment Bank (2020)
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Financial Support Programmes

The MDBs provide financial support to fund infrastructure and development projects in
member countries. The MDBs also allocate special funding, in the form of loans and grants,
to help member countries mitigate the impact of health-related crises, especially pandemics,
on the economy. Loans are provided on a market or concessional basis, while grants are
only provided for limited purposes, based on specific terms and conditions. Details of these
programmes are listed in Table 2.1.2.

TABLE 2.1.2. COVID-19-Related Financial Support Programmes

MDB PROGRAMME/INITIATIVE DESCRIPTION AMOUNT/SOURCE
WBG' COVID-19 Initial Financing to strengthen health systems and disease IBRD and IDA:
Response Package surveillance. USD6 billion
Fast Track COVID-19 Investment Project Financing is prepared on a fast-track IBRD:
Facility basis comprising up to 40% of retroactive financing for USD2.7 billion
physical or social infrastructure to reduce poverty and
ensure sustainable development. IDA:
USD1.3 billion
Program-for-Result PforR can be restructured for prompt response with funds = Financing from
(PforR) disbursed directly for the delivery of defined results in the | IDA
health sector.
Contingent Emergency Contingent windows to escalate the emergency Financing from the
Response Component response for provision of additional financing to existing | IBRD, IDA or trust
investment projects after a crisis has or is about to occur. | funds
Catastrophe Deferred Contingent financing line providing immediate liquidity to | Financing from
Drawdown Option address shocks following a natural disaster and/or health- | IDA
related event.
Real Sector Crisis Support existing clients in the infrastructure, IFC:
Response Facility manufacturing, agriculture and services industries USD2 billion
vulnerable to the pandemic by offering loans to
companies and investing in equity.
Working Capital Funding to emerging market banks to extend credit in IFC:
Solutions Programme helping businesses shore up working capital as well as USD2 billion
the pool of funds that firms use to pay their bills and
employees’ salaries.
Global Trade Liquidity Shoring up local banks through funding and risk-sharing | IFC:
Programme and Critical | support to continue financing companies in emerging USD2 billion
Commodities Finance markets.
Programme
IMF Rapid Financing Increase access limits of the emergency financial facilities | The amount for

Instrument (RFI)

Rapid Credit Facility
(RCF)

of RFI and RCF (rapid, low-access and one-off) without
the need to have a full-fledged programme in place. RFI
is available to all Fund members, while RCF is available
to Poverty Reduction and Growth Trust-eligible (PRGT)
members only.

both RFI and RCF
is close to SDR20
billion

Short-term Liquidity
Line (SLL)

Enhance liquidity through SLL for member countries
with strong policies and fundamentals in need of short-
term moderate balance of payment support to further
strengthen global financial safety.

Augmented Lending
Programme

Augment existing lending programmes to accommodate
urgent new needs arising from the COVID-19 crisis.

"The World Bank Group (WBG) consists of five unique agencies - the International Bank for Reconstruction and Development (IBRD), the International
Development Association (IDA), the International Finance Corporation (IFC), the Multilateral Investment Guarantee Agency (MIGA) and the International Centre for
Settlement of Investment Disputes (ICSID).

continued

46

ECONOMIC OUTLOOK 2021



CHAPTER 2 GLOBAL

TABLE 2.1.2. COVID-19-Related Financial Support Programmes

ECONOMIC OUTLOOK

MDB PROGRAMME/INITIATIVE DESCRIPTION AMOUNT/SOURCE
ADB COVID-19 Response Address the social and economic consequences of Sovereign:
Options the pandemic through sovereign and non-sovereign USD18.2 billion
operations. .
Non-Sovereign:
USD1.8 billion
IsDB? | Strategic Preparedness Reallocation of existing funds under IsDB in supporting USD2.3 billion
and Response member countries’ efforts to prevent, contain, mitigate
Programme for the and recover from the impact of the COVID-19 pandemic.
COVID-19 Pandemic
AIIB COVID-19 Crisis Recovery | Financing for both public and private sector entities in USD10 billion

Facility

member countries to alleviate and mitigate economic,
financial and public health pressures arising from adverse
impacts of the COVID-19 pandemic.

Special Fund Window

Interest rate buy-down on sovereign-backed financing for
lower-income members.

USD10 million per
country

Sources: World Bank Group (2020), International Monetary Fund (2020), Asian Development Bank (2020), Islamic Development Bank (2020) and Asian
Infrastructure Investment Bank (2020)

(ii)

Debt Relief Programmes

Debt relief programmes provided by the MDBs include debt restructuring and debt service
suspension. During this challenging period, these programmes are particularly helpful for the
poor and vulnerable countries to manage their debt burden and sustain their economies with
adequate resources at the same time. Details of programmes are listed in Table 2.1.3.

TABLE 2.1.3. COVID-19-Related Debt Relief Programmes

MDB PROGRAMME/INITIATIVE DESCRIPTION AMOUNT/SOURCE
WBG Debt Service Suspension | Available to IDA-eligible countries and the United Approximately
Initiative Nations' (UN) least developed countries. USDS5 billion
disbursed as of mid-
September 2020
IMF Catastrophe Containment Provides grants for the PRGT-eligible member countries | SDR700 million

and Relief Trust

to cover IMF debt service. This helps countries channel
their financial resources towards vital emergency
medical and relief efforts during most catastrophic of
natural disasters and public health disasters.

Sources: World Bank Group (2020) and International Monetary Fund (2020)

(iii) Trade Finance

Trade finance provides credit as well as payment guarantees and insurance to businesses.
This facility allows businesses to manage fluctuating exchange rates and mitigate other risks.
Assistance from the MDBs for companies involved in cross-border transactions is critical,
particularly those in low-income countries, especially during crisis periods. Details of this
facility are listed in Table 2.1.4.

2The Islamic Development Bank Group (IsDBG) consists of the Islamic Development Bank (IsDB), the Islamic Research and Training Institute (IRTI), the Islamic
Corporation for the Insurance of Investment and Export Credit (ICIEC), the Islamic Corporation for the Development of the Private Sector (ICD) and the

International Islamic Trade Finance Corporation (ITFC).

ECONOMIC OUTLOOK 2021
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TABLE 2.1.4. COVID-19-Related Trade Finance Facilities

MDB PROGRAMME/INITIATIVE DESCRIPTION AMOUNT/SOURCE
WBG | Global Trade Finance Cover payment risks of financial institutions by providing | IFC:
Programme additional allocation for trade financing to companies | USD2 billion

that import and export goods, particularly the small and
medium enterprises (SMEs) involved in global supply
chains during the pandemic.

IsDB | Strategic Preparedness Trade finance to support least developed member | ITFC:
and Response countries (LDMCs) and severely affected non-LDMCs to | USD300 million
Programme purchase emergency COVID-19 preparedness-related

medical equipment and supplies.

Sources: World Bank Group (2020) and Islamic Development Bank (2020)

(iv)

Guarantees

Guarantees by the MDBs are made available to eligible member countries to back financial
obligations such as loans and bonds issuance in both domestic and international markets.
These guarantees address both political and credit risks. Details of this assistance are listed in
Table 2.1.5.

TABLE 2.1.5. COVID-19-Related Guarantees

MDB PROGRAMME/INITIATIVE DESCRIPTION AMOUNT/SOURCE

WBG MIGA Fast-Track Facility Issuance of guarantees through streamlined and MIGA:
expedited procedures through credit enhancement, de- USD6.5 billion
risking solutions and supporting trade finance.

IsDB | Strategic Preparedness Provision of credit and political risk insurance to sustain ICIEC:

and Response Programme  imports of strategic commodities, protect investment USD150 million

and minimise volatility in mitigating negative health and  for insurance
socioeconomic impact. coverage

Sources: World Bank Group (2020) and Islamic Development Bank (2020)

(v)

(vi)

48

Technical Assistance and Policy Advice

Technical assistance and policy advice are made available to all member countries through
capacity building and training as well as consultation and research. These assistances are
focused on fulfilling developing countries’ needs to improve and implement policies as well

as strengthen institutions to support further development and growth. In the wake of the
COVID-19 pandemic, the MDBs offer policy analyses and recommendations to governments,
on request, in formulating measures to mitigate and recover from the impact of the crisis.
The MDBs also provide a platform for the sharing of good practices among member countries
in addressing the effects of the crisis on respective economies.

Other Initiatives

The MDBs also assist member countries in procuring medical equipment and supplies in light
of the COVID-19 pandemic. Through this assistance, member countries are able to acquire the
equipment and supplies at the earliest possible time and at economical prices. The WBG and

ADB facilitate their member countries through a streamlined and fast-track procedure as well

as help create a sizeable order volume to support countries’ procurement in these items.
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In the period between April and September 2020, the five MDBs have cumulatively approved
almost USD132.6 billion in the form of loans, guarantees and grants for debt relief. Approximately
138 countries have received these assistances to implement measures in containing the outbreak,
resume development projects and enable local banks to continue supporting businesses. To date,
most recipients are the middle- and low-income member countries (Center for Strategic and
International Studies, 2020).

The MDBs recognise the continued need for assistance by member countries, especially during this
challenging period. Presently, their focus is to build the countries’ resilience once the pandemic

subsides. The MDBs remain committed to easing the burden of member countries in their
endeavour towards sustainable and inclusive growth.

Malaysia fully recognises the importance of the MDBs in providing support to vulnerable countries,
particularly during this challenging time and supporting member countries’ journeys towards
sustainable growth. Thus, Malaysia remains supportive of the efforts by the MDBs in aiding
countries in need through its existing contributions to the MDBs. The country will continue

to benefit from the continuous engagement with the MDBs to formulate policy measures in

responding to the COVID-19 crisis.

Conclusion

The COVID-19 pandemic has brought about global challenges that have never been experienced
before. Governments have had to carry out unprecedented measures in addressing the impacts
of the pandemic on their economies. Notwithstanding the various measures undertaken by
governments, much remains uncertain regarding a full economic recovery in the near term. The
MDBs play an important role in partnering with governments towards achieving a rapid recovery
and return to a more resilient and sustainable growth trajectory.

forecast to worsen to 7.4%, while inflation is
projected to rise to 1.2%. Risks to the UK's GDP
forecast include the dual-threat of prolonged
COVID-19 infections and Brexit uncertainties.
The slow progress of Brexit negotiations will
affect the execution of the CFTA, which is
scheduled to enter into force at the beginning
of 2021.

The GDP growth in the euro area contracted
by 9% in the first half of 2020 as domestic
demand was severely affected by the COVID-19
pandemic. Household consumption plummeted
by 9.8% due to lower spending following
temporary closures of shops, restaurants and
other services-providing businesses, as most
European governments imposed lockdowns
within the period of March until June 2020.
Similarly, business investment plunged by
9.6%, resulting from factory shutdowns,

which affected production. The labour market
remained stable, with the unemployment

rate at 7.5%, largely supported by the
implementation of short-term work schemes in

many countries to protect jobs. Inflation was
lower at 0.7%, owing to significantly low oil
prices, despite higher food prices.

Growth in the euro area is projected to

shrink by 8.3% in 2020 (2019: 1.3%), mainly
dragged by weak household consumption and
business investment. Household consumption
is expected to remain sluggish, primarily

due to elevated precautionary savings amid
uncertainties concerning job and income
prospects. Investment is expected to slump

as companies, particularly those with larger
debt burdens, are anticipated to suspend their
investment plans. The European Commission
has announced a package of safety nets
amounting to EUR540 billion, which includes
providing support for euro area countries

in health-related spending. In addition, the
package allows the European Investment Bank
to finance companies, especially the small

and medium enterprises (SMEs) as well as

for EU member countries to protect jobs and
incomes. The unemployment rate is expected
to be higher at 8.9% (2019: 7.6%) following the
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gradual phasing out of the furlough scheme.
Inflation is anticipated to be subdued at 0.4%
(2019: 1.2%), reflecting continued low oil
prices.

TABLE 2.3. Selected Indicators for the Euro Areaq,
2019 - 2021

INDICATOR 2019 2020" 20212
Real GDP (% p.a.) 1.3 -8.3 5.2
Inflation (% p.a.) 1.2 0.4 0.9
Current Account of BOP 2.7 1.9 2.4
(% of GDP)
Unemployment Rate (%) 7.6 8.9 9.1

' Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

Growth in 2021 for the euro area is forecast
to rebound by 5.2%, mainly supported by
favourable domestic demand. The long-term
EU budget plan, totalling EUR1,824.3 billion,
is expected to support public investment
from 2021 until 2027, with a focus on green
and digital transformations. The plan also
includes a EUR750 billion recovery package
to tackle socioeconomic consequences of
the pandemic. The European Central Bank
(ECB) has expanded the asset purchase
programme by EUR1,350 billion through the
Pandemic Emergency Purchase Programme.
This programme is set to continue until at
least June 2021 to lower borrowing costs and
increase lending. The unemployment rate is
anticipated to worsen to 9.1%, while inflation
is forecast to rise to 0.9%.

Growth in the euro area is exposed to several
risks. The high cost of fiscal policy measures
may lead to a spike in government debts and
subsequently, increase the risk of sovereign
debt crises in the medium term. On the
external front, a disorderly Brexit continues

to be a major cause of uncertainty in the
region, as the UK and the EU are scheduled to
conclude the CFTA before the transition period
ends in December 2020.

The GDP for Germany contracted by 6.6%
in the first half of 2020 as the decline in
household consumption, private investment
and exports affected growth. Household
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consumption plummeted by 7.3%, mainly
due to lower spending on services following
lockdown measures from 23 March to

10 May 2020. Private investment slumped
by 4.3%, as a result of a disruption in the
supply chains and weak global demand,
particularly in the automotive subsector as
major car manufacturers temporarily shut
down operations. Likewise, exports plunged
by 13.4%, largely due to reduced demand
for motor vehicles as well as machinery and
equipment. The unemployment rate was
recorded at 4%, while inflation eased to 1.2%,
owing to low oil prices.

Growth in Germany is anticipated to contract
by 6% in 2020 (2019: 0.6%), weighed down
by sluggish domestic demand, despite the
announcement of fiscal stimulus packages
amounting to EUR130 billion. Household
consumption is expected to remain weak
following increasing precautionary savings.
Private investment is expected to plummet,
largely due to a slowdown in manufacturing
activities, amid unfavourable external demand.
However, various Government measures,
including emergency loans, credit guarantees
and tax breaks are expected to cushion
excessive cutbacks on business investment.
Exports are expected to dampen following
sluggish demand from major trading partners,
particularly the US, France and the UK. The
labour market is projected to remain stable,
with the unemployment rate at 4.3%

(2019: 3.1%), as Kurzarbeit, Germany's short-
time work programme, is instrumental in
containing further job losses. Inflation is
forecast to ease further to 0.5% (2019: 1.3%),
owing to falling oil prices.

TABLE 2.4. Selected Indicators for Germany,
2019 - 2021

INDICATOR 2019  2020" 20212
Real GDP (% p.a.) 0.6 -6.0 4.2
Inflation (% p.a.) 1.3 0.5 1.1
Current Account of BOP 7.1 58 6.8
(% of GDP)
Unemployment Rate (%) 3.1 4.3 4.2

! Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)



In 2021, growth in Germany is envisaged

to expand by 4.2%, primarily supported by

a recovery in domestic demand. Household
consumption is expected to rebound,
attributed to higher disposable income, with
increased income tax allowance and reduced
social security contribution levels. Private
investment is anticipated to turn around,
driven by investment in machinery and
equipment following improved confidence,
amid recovering global demand. Likewise,
public investment is expected to increase,

with a comprehensive EUR50 billion package
focusing on public transport, electric mobility,
green technology, digital infrastructure,
education as well as research and development
(R&D). The unemployment rate is anticipated to
slightly improve at 4.2%, backed by favourable
outcomes of the Kurzarbeit, which is scheduled
to end in December 2021. Inflation is forecast
to be higher at 1.1%.

Risks to the economy include labour market
disruptions, stemming from the acceleration
of the automation technologies' development
and implementation, due to the COVID-19
pandemic. Additionally, unfavourable
demographic trends, amid a declining

working population, will increasingly constrain
productivity and potential economic growth.
On the external front, prolonged supply chain
disruptions and challenges among main
trading partners in curtailing the pandemic
may weigh on growth prospects of the export-
oriented economy. Additional risks include
possible retaliation from the country’s largest
trading partner, which will depend on the
Government'’s decision related to partnership
in the country’s 5G network infrastructure
development. Subsequently, this may also
adversely affect trade, particularly auto exports.

The economy of France contracted by
12.3% in the first six months of 2020 due
to weak domestic demand. Household
consumption plummeted by 10.4%, with a
significant reduction in spending on energy,
engineered goods as well as transportation,
accommodation and food services. Private
investment slumped by 13.9%, with the
suspension of building constructions following
lockdown measures from March until May
2020. The unemployment rate improved

CHAPTER 2 GLOBAL ECONOMIC OUTLOOK

slightly to 8% as the Government widened the
coverage of the short-term activity scheme to

include the self-employed and small business

owners. Inflation eased to 0.9%, with lower oil
prices.

Overall, the GDP of France is forecast to
shrink by 9.8% in 2020 (2019: 1.5%), mainly
dragged by household consumption and
private investment. Household consumption

is expected to plunge, as a result of lower
income levels following a reduction in working
hours, coupled with increasing precautionary
savings. Private investment is projected to
remain sluggish due to decreased profit
margins, as businesses are expected to operate
below full capacity, amid the pandemic. The
labour market outlook remains stable, with
the unemployment rate at 8.9% (2019: 8.5%).
Inflation is forecast to be lower at 0.5%

(2019: 1.3%), owing to falling oil prices.

TABLE 2.5. Selected Indicators for France,
2019 - 2021

INDICATOR 2019  2020" 20212
Real GDP (% p.a.) 1.5 -9.8 6.0
Inflation (% p.a.) 1.3 0.5 0.6
Current Account of BOP -0.7 -1.9 -1.8
(% of GDP)
Unemployment Rate (%) 8.5 8.9 10.2

' Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

For 2021, growth in France is projected to
expand by 6%, mainly supported by a recovery
in domestic demand. Household consumption
is expected to turn around, backed by higher
spending as consumer confidence is restored.
Likewise, private investment is anticipated to
rebound, spurred by the Government's support
in the form of state-guaranteed loans and

tax breaks. Public investment is expected to
rise, in line with the EUR100 billion recovery
plan to support green and digital transitions
as well as improve the competitiveness of
French companies. In addition, the recovery
plan also aims to strengthen the resilience

of strategic sectors, particularly aeronautics,
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automobile, construction and tourism.
However, France is anticipated to register a
double-digit unemployment rate at 10.2% as
the Government is expected to progressively
reduce coverage of the short-term activity
scheme. Inflation is expected to be at 0.6%.

Risks to the economy include widening fiscal
deficit, with a reduction in tax revenues and
higher social transfer expenditure following a
sizeable drop in economic activities, amid the
COVID-19 pandemic. The general escape clause
in the EU fiscal rules allows more fiscal space
for the Government to address the impact of
the pandemic. The activation of this clause

will lead to a sharp expansion in the country’s
fiscal deficit. In addition, possible new tariffs
imposed by the US on a broader range of
imported items from France, amid re-escalating
trade tensions over the digital services tax
levied by France and aerospace subsidies,
could adversely affect business investment
plans and undermine exports.

Japan’s economy contracted by 5.9% in the
first half of 2020, mainly due to a decline in
private consumption and exports, which were
severely affected by the pandemic. Private
consumption decreased significantly by 10.9%,
as a result of services-related businesses
closure and the implementation of voluntary
emergency measures. Likewise, exports shrunk
by 23.3%, owing to low shipments of transport
equipment and machinery, amid deteriorating
global demand. The unemployment rate
slightly rose to 2.7%, while inflation was lower
at 0.1%.

Growth in Japan is forecast to decline by 5.3%
in 2020 (2019: 0.7%), mainly due to worsening
private consumption and exports. Private
consumption, which deteriorated in the first
few months of the year, is expected to rise
gradually with the reopening of businesses in
late May. Exports are anticipated to remain
sluggish due to the ongoing trade tensions
with the Republic of Korea and the US, and
uncertainty in the outlook of global demand.
In May 2020, the Government announced

a second stimulus package amounting to
USD1.1 trillion to provide relief to people and
businesses affected by the pandemic. Fiscal
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support of the same amount was earlier
rolled out in April. The Government plans

to announce additional economic stimulus
measures in early 2021 to boost the economy.
The unemployment rate is anticipated to be
at 3.3% (2019: 2.4%). Meanwhile, deflation is
projected to register 0.1% (2019: 0.5%) due to
a drop in oil prices.

TABLE 2.6. Selected Indicators for Japan,
2019 - 2021

INDICATOR 2019  2020" 20212
Real GDP (% p.a.) 0.7 -5.3 2.3
Inflation (% p.a.) 0.5 -0.1 0.3
Current Account of BOP 3.6 2.9 3.2
(% of GDP)
Unemployment Rate (%) 24 33 2.8

' Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

The GDP is forecast to turn around by

2.3% in 2021, supported by a rebound in
private consumption, private investment and
exports. Private consumption is expected

to be buoyed by the Tokyo Olympic Games,
scheduled in the summer of the year. Private
investment is expected to increase due to
higher usage of automation and digitisation,
which will enable companies to lower costs
and boost productivity. This is in line with
the Government’s plans to automate 27%

of existing work tasks by 2030 to address

a shrinking workforce due to the ageing
population. The unemployment rate is
projected to be lower at 2.8%, while inflation
is expected to remain at 0.3%.

Risks to the economy include continued
recession brought about by the pandemic,
escalating trade tensions and an unfavourable
fiscal outlook due to the high level of
government debts. Risks also stem from
macro-financial vulnerabilities and limited
monetary policy space, which make the
country more vulnerable to shocks. The ageing
population may slow down growth and remains
one of the major challenges for the economy.



The GDP of Australia fell by 2.4% in the first
half of 2020, mainly due to weak private
consumption and exports. Private consumption
plunged by 6.5%, as a result of a large decline
in household expenditure, particularly in
transport services, recreation as well as hotels,
cafes and restaurants. Exports plummeted by
6.3%, largely due to significantly lower demand
for metal ores and minerals, particularly from
China and Japan. The unemployment rate

was registered at 5.9% following job losses in
the accommodation and food services, retail
trade industries as well as arts and recreation
services. Inflation was recorded at 1%, with
lower oil prices.

Overall, Australia’s GDP growth is expected

to contract by 4.2% in 2020 (2019: 1.8%) as
private consumption and exports declined.
Private consumption is anticipated to shrink
following massive job losses and lower income
levels, coupled with higher savings. Exports
are forecast to fall by 5.4% (2019: 3.1%) due to
sluggish demand from China, amid heightening
trade tensions between the two nations. Public
consumption is projected to increase by 5.4%
(2019: 5.3%) following the announcement of
four stimulus packages amounting to AUD17.6
billion. These include tax-free cash payments
and wage subsidies to support households
and small- and medium-sized businesses. The
unemployment rate is forecast to register 6.9%
(2019: 5.2%) due to job losses in industries
affected by movement restrictions, particularly
in accommodation and food services. Inflation
is anticipated to record 0.7% (2019: 1.6%). The
Reserve Bank of Australia reduced its policy

TABLE 2.7. Selected Indicators for Australia,
2019 - 2021

INDICATOR 2019 2020 20212
Real GDP (% p.a.) 1.8 -4.2 3.0
Inflation (% p.a.) 1.6 0.7 1.3
Current Account of BOP 0.6 1.8 -0.1
(% of GDP)
Unemployment Rate (%) 5.2 6.9 7.7

! Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)
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rate twice in March, by a total of 50 basis
points, from 0.75% to 0.25% to support the
economy.

Australia’s economy is forecast to turn around
by 3% in 2021, attributed to robust domestic
demand and a recovery in exports. Private
consumption is expected to gain momentum,
with a growth of 5.7%, backed by improved
consumer confidence, amid the recovery in
employment prospects. Public investment is
forecast at 3.3%, with higher spending on
transport infrastructure, health care and other
essential services. Exports are projected to pick
up by 5.1% due to rising demand for liquefied
natural gas (LNG). The unemployment rate is
anticipated to register 7.7%, while inflation

is expected to record 1.3%. Risks to the
economy include a resurgence of the COVID-19
pandemic, re-intensification of trade tensions
and a cold war over technology with China as
well as volatile commodity prices.

The Republic of Korea's economy contracted
by 1.5% during the first six months of 2020,
mainly due to weak private consumption

and a plunge in exports, particularly in

the second quarter. Private consumption
decreased by 4.5%, mainly in services-related
activities, owing to a reduction of income
and self-isolation measures encouraged by
the Government. Exports dropped by 8%,
particularly in automotive products and
semiconductors, as a result of slower demand
from advanced economies and the temporary
shutdown of factories. Public consumption,
which expanded by 6.4%, has helped

the economy from shrinking further. The
unemployment rate was registered at 4.3%,
while inflation remained at 0.6%.

In response to the pandemic crisis, the
Government rolled out three stimulus packages
amounting to USD222 billion, which focused

on urgent relief measures, particularly for

the vulnerable sectors, SMEs and the self-
employed. Additionally, a five-year New Deal
programme, with a total of USD133 billion, was
announced in June 2020. The programme aims
to create 1.9 million new jobs in the digital and
green sectors as well as spur the economy,

to cushion the impact of the crisis. Hence,

the GDP in 2020 is expected to only contract
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by 1.9% (2019: 2%), owing to sluggish private
consumption and exports. Private consumption
is forecast to remain weak at 3.2% (2019: 1.9%),
as a result of a decline in household incomes
and low consumer confidence. Exports are
projected to fall by 5.1% (2019: 1.5%), with
slow demand from major trading partners. The
unemployment rate is forecast to increase to
4.1% (2019: 3.8%), while inflation is projected
to register 0.5% (2019: 0.4%).

TABLE 2.8. Selected Indicators for the Republic of
Korea, 2019 - 2021

INDICATOR 2019 2020" 20212
Real GDP (% p.a.) 2.0 -1.9 2.9
Inflation (% p.a.) 0.4 0.5 0.9
Current Account of BOP 3.6 3.3 34
(% of GDP)
Unemployment Rate (%) 3.8 4.1 4.1

' Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

The economy of Korea is forecast to

rebound by 2.9% in 2021, driven by private
consumption and exports. Private consumption
and exports are expected to turn around

as the impact of the pandemic outbreak
eases. The unemployment rate is projected

to remain unchanged at 4.1%, while inflation
is anticipated to record 0.9%. Risks to the
economy include a prolonged spread of the
pandemic, deepening of the US-China trade
dispute, trade tension with Japan and a delay
in the recovery of the semiconductor industry.

China’s economy fell by 1.6% in the first
half of 2020 due to a drop in both private
consumption and investment as well as
unfavourable external demand. Private
consumption plunged by 11.4% as the
lockdown, which was announced on the eve
of Chinese New Year, weakened consumer
confidence. Similarly, private investment
declined by 7.3%, particularly in infrastructure
and manufacturing activities following the
closure of factories. Exports fell by 3% due
to slower demand, mainly in mechanical and
electronic products. The unemployment rate
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was recorded at 3.8%. Meanwhile, inflation
registered 3.9%, with higher prices of food,
tobacco and liquor.

The economy is expected to expand by 1.9%
in 2020 (2019: 6.1%) as economic activities
recover in the second half of the year. Private
consumption is projected to increase by

0.8% (2019: 7.4%), especially in non-essential
items following the distribution of vouchers
and coupons for in-store purchases. Private
investment is projected to improve by 1.7%
(2019: 4.4%), with an expected increase in
infrastructure and manufacturing activities

as well as real estate development. The
Government announced the New Infrastructure
plan for 2020 until 2025 to accelerate
infrastructure development. The plan comprises
seven focus areas, including 5G networks,
artificial intelligence and intercity high-speed
rail. A fiscal stimulus package totalling USD500
billion was introduced in May 2020 to counter
the adverse effects of the pandemic. Measures
in the package include tax cuts, lower interest
rates, reduced utility prices and employment
support. The unemployment rate is expected
to record 3.8% (2019: 3.6%), while inflation is
anticipated to remain at 2.9% (2019: 2.9%).

TABLE 2.9. Selected Indicators for China,
2019 - 2021

INDICATOR 2019 2020" 20212
Real GDP (% p.a.) 6.1 1.9 8.2
Inflation (% p.a.) 2.9 2.9 2.7
Current Account of BOP 1.0 1.3 0.7
(% of GDP)
Unemployment Rate (%) 3.6 3.8 3.6

' Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

In 2021, the growth in China is forecast to lead
the recovery in the EMDEs, with a rapid growth
of 8.2%, supported by strong domestic demand
and favourable exports. The Government is
expected to unveil a five-year plan in the first
quarter of 2021, which will, among others, set
the economic direction for 2021 until 2025. The
unemployment rate is projected to moderate
to 3.6%, while inflation is expected to be lower



at 2.7%. Risks to the economy emanate from
rising asset price inflation, continued supply
chain disruptions, broad global recession and
heightening trade tensions with the US. A
resurgence of the COVID-19 pandemic and
emergence of new epidemics may also pose
risks to the economy.

During the first half of 2020, India’s GDP
plummeted by 10.1% due to a decline in

the services and manufacturing sectors. The
services sector recorded a drop of 8.5% due
to a sharp contraction in the trade, hotels,
transport, communication and broadcasting-
related services subsector. Likewise, the
manufacturing sector plunged significantly by
19.8%, largely attributed to a reduction in the
production of motor vehicles, trailers and
semi-trailers. Inflation, as indicated by the
wholesale price index, recorded a deflation
of 0.1% due to a fall in the prices of crude
petroleum, petrol and high speed diesel.

India's GDP is projected to plunge by 10.3%

in 2020 (2019: 4.2%) due to contractions in

the services, manufacturing and construction
sectors. The services sector is expected to

slip due to a decline in travel-, tourism- and
hospitality-related activities. Similarly, the
manufacturing sector is anticipated to shrink,
owing to less production of passenger vehicles.
The construction sector is expected to contract,
as a result of declining new residential building
projects and the impact of the liquidity crunch
on construction developers. On 12 May

2020, the Government announced a relief
package of around 10% of GDP, amounting

to INR20 trillion, which included key direct
spending measures such as cash transfers

to households. Additionally, the Government
announced a stimulus package on 12 October
2020 amounting to INR730 billion. The package
included partial advance payments of federal
government employees’ wages and further
capital spending on infrastructure projects.
The Reserve Bank of India (RBI) reduced its
key policy repo rate twice in March and May
2020, by a total of 115 basis points, to 4.00%.
This action by the RBI is to revive growth

and mitigate the impact of the COVID-19
pandemic, while ensuring inflation remains
within the target range of 2% to 6%. Inflation
is estimated at 4.9% (2019: 4.8%), achieving the
target range.
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TABLE 2.10. Selected Indicators for India,
2019 - 2021

INDICATOR 2019 2020" 20212
Real GDP (% p.a.) 4.2 -10.3 8.8
Inflation (% p.a.) 4.8 4.9 3.7
Current Account of BOP -0.9 0.3 -0.9
(% of GDP)
Unemployment Rate (%) - - -

" Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

The GDP of India in 2021 is projected to
rebound by 8.8%, largely supported by a
recovery in the services and manufacturing
sectors, coupled with resilient growth in the
agriculture sector. The anticipated growth in
the agriculture sector is a result of higher
Rabi and Kharif crops output as well as the
likelihood of a normal monsoon season.
Inflation is expected to record 3.7%, still within
the target range of the RBI. Growth in India
is exposed to several risks. A serious local
transmission of COVID-19 to the rural areas,
continuing financial and corporate distress,
particularly in the non-banking financial
sector as well as a prolonged global economic
downturn may hamper growth.

The GDP of the ASEAN-5 economies recorded

a weak growth in the first half of 2020, mainly
due to sluggish private consumption and
exports, as these economies grappled with the
COVID-19 pandemic. The ASEAN-5 is anticipated
to contract by 3.4% in 2020 (2019: 4.9%) due to
a plunge in private consumption. The decline
is mainly due to a fall in household incomes
and an increase in precautionary savings.
Trade is expected to remain unfavourable due
to disruptions in the supply chains among

key trading partners, particularly the US and
euro area. For 2021, the ASEAN-5 economies
are expected to expand significantly by 6.2%,
driven by domestic demand and exports.
These economies may continue to encounter
numerous challenges, including prolonged
disruptions in highly integrated regional supply
chains, sluggish commodity prices and financial
market volatility.
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TABLE 2.11. Selected Indicators for ASEAN-5,
2019 - 2021

TABLE 2.12. Selected Indicators for Indonesia,
2019 - 2021

INDICATOR 2019  2020" 20212 INDICATOR 2019  2020" 20212
Real GDP (% p.a.) 4.9 -3.4 6.2 Real GDP (% p.a.) 5.0 -1.5 6.1
Inflation (% p.a.) 2.1 1.5 2.3 Inflation (% p.a.) 2.8 2.1 1.6
Current Account of BOP 1.1 0.8 0.1 Current Account of BOP -2.7 -1.3 -2.4
(% of GDP) (% of GDP)
Unemployment Rate (%) = = = Unemployment Rate (%) 5.3 8.0 6.8

" Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

Indonesia’s GDP deteriorated by 1.2% in the
first half of 2020 due to a drop in private
consumption, private investment and exports.
Private consumption fell by 1.3%, owing to
reduced spending on restaurant and hotel

as well as transportation services, along with
a rise in precautionary savings. Similarly,
private investment dropped by 3.5% due to

a contraction of investment in capital goods,
machinery and equipment as well as vehicles.
Meanwhile, exports plunged further by 5.7%
due to lower demand, particularly for oil and

gas, manufactured goods and mining products.

Inflation was recorded at 2.6%.

Overall, the economy is projected to

contract by 1.5% in 2020 (2019: 5%), mainly
due to weak domestic demand. Private
consumption is projected to decline, as a
result of a substantial decrease in spending on
restaurant and hotel as well as transportation
services. Likewise, private investment is
anticipated to fall due to supply and labour
disruptions following the implementation

of lockdown measures, which has caused
major infrastructure projects to be delayed.
Public expenditure is expected to increase,
resulting from the stimulus measures totalling
IDR695.2 trillion, to boost economic growth
and strengthen the health care system. Bank
Indonesia lowered its key policy rate by

25 basis points, each in March, May, June and
July 2020 to 4.00% to support the economy.
The unemployment rate is anticipated to rise
to 8% (2019: 5.3%), partly due to job losses
resulting from the closure of restaurants and
hotels, while inflation is forecast to record
2.1% (2019: 2.8%).
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" Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

Indonesia’s GDP is expected to grow at

a fast pace of 6.1% in 2021, led by both
private consumption and investment as well
as external demand. The increase in private
consumption is expected to be supported by
higher purchases of durable goods as well
as rising confidence in income prospects and
job security. Likewise, private investment

is expected to improve, particularly in the
information and communication sector
following the completion of the Palapa Ring
Project, which aims to provide 4G internet
access nationwide. Exports are anticipated

to be higher, supported by robust demand
for gold, metal ore as well as iron and steel.
The unemployment rate is forecast at 6.8%,
while inflation is expected to record 1.6%.
Risks for Indonesia include subdued trade and
investment activity following ongoing trade
tensions between the US and China as well as
a prolonged depreciation of the rupiah.

The economy of Thailand plunged by 7.1%
in the first half of 2020 due to a decline

in private consumption, private investment
and exports. Private consumption slipped by
2%, owing to lower spending on alcoholic
beverages and transportation. Private
investment dropped by 7.3% following a
decline of investment in machinery and
equipment as well as construction. Similarly,
exports worsened by 17.8%, mainly due to
lower demand for vehicles and disruptions

in the production of agricultural goods,
particularly rice. The unemployment rate rose
to 2% following job losses in the tourism and
agriculture industries. Deflation was recorded
at 1.9% as oil prices were low.



The Government announced four stimulus
packages from March until September,
amounting to approximately THB2.1 trillion or
14.5% of the GDP, to mitigate the economic
impact of the pandemic. The Bank of Thailand
also reduced the policy rate four times,
amounting to 75 basis points, to 0.50% to
sustain the economy. The GDP growth in 2020
is anticipated to contract by 7.1% (2019: 2.4%),
as a result of sluggish private consumption
and exports. Private consumption is

expected to be subdued, mainly due to lower
spending in the tourism-related industry

and transportation. Exports are anticipated

to plunge, resulting from lower demand,
particularly in automotive and tourism services.
The unemployment rate is expected to remain
at 1% (2019: 1%), while deflation is estimated
to record 0.4% (2019: 0.7%).

TABLE 2.13. Selected Indicators for Thailand,
2019 - 2021

INDICATOR 2019 2020" 20212
Real GDP (% p.a.) 2.4 -7.1 4.0
Inflation (% p.a.) 0.7 -0.4 1.8
Current Account of BOP 7.1 4.2 4.6
(% of GDP)
Unemployment Rate (%) 1.0 1.0 1.0

" Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

The GDP of Thailand is projected to rebound
by 4% in 2021, largely supported by robust
domestic demand and a recovery in exports.
Private consumption is expected to pick

up, contributed by higher online spending,
particularly on electronics and media as well
as digital products. Private investment is
forecast to expand as tax incentives offered by
the Government are projected to encourage
companies to invest in automation in projects,
particularly for medical equipment and food
security. Similarly, exports are envisaged to
improve, with higher demand for manufactured
goods, primarily electronics, vehicles and
machinery. The unemployment rate is expected
to remain steady at 1%, while inflation is
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anticipated to record 1.8%. Risks to the
economy include weak investor confidence
due to uncertainties in the domestic political
atmosphere, further disruptions in the supply
chains as well as subdued tourism activities.

The economy of Singapore plummeted by 6.7%
in the first half of 2020 due to a decrease in
the services producing industries. The services
producing industries contracted by 7.9%,
particularly in the wholesale and retail trade,
business services as well as accommodation
and food services sectors, as a result of
weaker global demand and disruptions in
supply chains due to the pandemic. The
unemployment rate was marginally higher at
2.5%, mainly due to layoffs in the tourism-
related services sectors. Deflation was recorded
at 0.2%, owing to lower housing and utility
prices as well as transport costs.

The Government announced four stimulus
packages from February until May 2020,
namely the Unity Budget, Resilience Budget,
Solidarity Budget and Fortitude Budget, with
a total of approximately SGD100 billion. In
August 2020, the Government announced an
additional allocation of SGD8 billion. These
budgetary measures are expected to cushion
the fall in employment and economic output
as well as to support economic, social and
public health management. The economy

is projected to contract by 6% in 2020
(2019: 0.7%), with a decline in the wholesale
and retail trade, business services as well as
transport and storage services subsectors.

TABLE 2.14. Selected Indicators for Singapore,
2019 - 2021

INDICATOR 2019 2020" 20212
Real GDP (% p.a.) 0.7 -6.0 5.0
Inflation (% p.a.) 0.6 -0.4 0.3
Current Account of BOP 17.0 15.0 14.5
(% of GDP)
Unemployment Rate (%) 2.3 3.0 2.6

! Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)
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Likewise, sectors that are reliant on tourism
and foreign workers are anticipated to shrink
due to the lingering pandemic situation. The
expected recovery in the manufacturing and
financial services subsectors, in the second half
of 2020, is projected to support the economy
from a further decline. The unemployment rate
is forecast at 3% (2019: 2.3%), while deflation

is expected to register 0.4% (2019: 0.6%) due
to declining oil prices.

The GDP is projected to rebound by 5% in 2021,
spearheaded by the services producing industries
and manufacturing subsector. The services
producing industries are expected to gradually
recover, driven by the finance and insurance
services subsector. Similarly, the manufacturing
subsector is expected to expand, supported

by higher production of pharmaceutical and
biological products. The unemployment rate is
forecast at 2.6%, while inflation is anticipated

to record 0.3%. Risks to the economy include
uncertainties over the pandemic, which may
continue to drag several outward-oriented
sectors, particularly manufacturing and wholesale
trade. Likewise, domestically-oriented sectors,
namely construction and real estate, may be
severely affected by a further downturn in the
domestic economy.

The economy of the Philippines contracted
by 9% in the first half of 2020 due to weak
household consumption, private investment
and exports. Household consumption
contracted by 7.8% due to reduced spending
on expenditure items services, particularly
restaurants and hotels as well as transport.
Private investment shrank by 22.3%, resulting
from lower investment in durable equipment
and construction. Exports plunged by 17.6%
due to sluggish demand for electronic
products, manufactured goods as well as
machinery and transport equipment. Bangko
Sentral ng Pilipinas cut its policy rate four
times, from 4.00% to 2.25%, between March
and June 2020. The unemployment rate
increased significantly to 11.5% due to drastic
job losses in services-related sectors following
business closures and layoffs. Inflation eased
to 2.5%, owing to a fall in oil prices.
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In 2020, the economy is expected to decline
by 8.3% (2019: 6%), weighed down by a drop
in household consumption and exports.
Household consumption is projected to weaken
following lower spending, particularly on
restaurants and hotels as well as transport
categories, amid uncertainties over job
prospects. Public spending is expected to
accelerate as the Government announced
programmes, amounting to approximately
PHP1.7 trillion, to stimulate the economy.
Exports are anticipated to be sluggish due

to lower demand for electronic products,
particularly semiconductors and electronics.
The unemployment rate is forecast to rise to
10.4% (2019: 5.1%) following job losses in the
services sector, particularly in wholesale and
retail trade as well as repair of motor vehicles
and motorcycles services. Inflation is expected
to moderate to 2.4% (2019: 2.5%) due to lower
oil prices.

TABLE 2.15. Selected Indicators for the
Philippines, 2019 - 2021

INDICATOR 2019 2020" 20212
Real GDP (% p.a.) 6.0 -8.3 7.4
Inflation (% p.a.) 2.5 2.4 3.0
Current Account of BOP -0.1 1.6 -1.5
(% of GDP)
Unemployment Rate (%) 5.1 10.4 7.4

" Estimate

2 Forecast

Source: International Monetary Fund, World Economic Outlook
(October 2020)

In 2021, growth in the Philippines is
expected to rebound by 7.4%, spurred by
domestic demand. Household consumption is
forecast to recover, backed by an increase in
remittance inflows and improved consumer
confidence. Public spending is anticipated to
increase following the proposed 2021 Budget,
amounting to PHP4.5 trillion, to stimulate
growth and create jobs. This is coupled with
annual spending of PHP1 trillion for its Build,
Build, Build programme. The unemployment
rate is projected to moderate to 7.4%, while



inflation is anticipated to be higher at 3%.
Risks to the economy include a widening
fiscal deficit. A slower-than-expected global
recovery following a prolonged pandemic may
also weigh on trade and investment as well as
foreign remittances.

Conclusion

Promising global prospects amid uncertainties

The global economy is forecast to record a
solid rebound in 2021. The turnaround is
expected to be buoyed by robust domestic
demand and exports in the advanced
economies and the EMDEs. However, risks

to the global economy persist. Growth may
be hampered by the re-intensification of
trade tensions between the US and China,
uncertainties surrounding the Brexit outcomes
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and widespread geopolitical tensions.
Continued low oil prices and deepening climate
crisis may also derail the recovery. In addition,
limited fiscal space and a further spike in
government debts may also impede growth.
The global economy, however, is envisaged to
remain on a positive growth trajectory, with
the implementation of fiscal and monetary
measures to boost consumer and investor
confidence. The successful development of

an effective and accessible COVID-19 vaccine,
coupled with the containment of the spread of
the pandemic in the near term, may further
stimulate global growth. While the pandemic
poses multifaceted challenges to countries,
especially in amplifying existing socioeconomic
gaps, the COVID-19 pandemic also presents
opportunities for economies to institute
reforms, towards accelerating digitalisation and
pursuing sustainable growth.
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