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WASHINGTON: Recovery in a handful of coun-
tries will boost global growth slightly this year
but the outlook is riddled with potential pitfalls
that could derail this tepid upswing, the World
Bank cautioned Wednesday. A renewal of trade
tensions, which eased recently with announce-
ment of an initial agreement between the United
States and China, would erode the modest
progress and could spread quickly beyond the
two economic powers.

In its latest Global Economic Prospects re-
port, the World Bank projects the global econ-
omy will grow by 2.4 percent this year, just one
tenth more than 2019 but slower than the 2020
forecast released in June. Despite the positive
spin, the report - titled “Fragile, Handle With
Care” - cuts the forecasts for nearly every coun-
try except the United States compared to the
last edition in June.

And growth is still not fast enough to meet
targets for pulling more people out of poverty.
Most major economies are poised to see slug-
gish growth in 2020. The tenuous global re-
bound relies almost entirely on a few large
emerging market economies that are expected
to accelerate after a disappointing 2019, or in
the case of Argentina, contract at a slower rate.

Major economies 
The United States and China together ac-

count for nearly 40 percent of global GDP and
nearly a quarter of global trade. But with an im-
provement in their nearly two-year old trade
dispute, they will be less of a drag on growth
even as both economies slow. The US economy
is projected to grow just 1.8 percent after 2.3
percent growth in 2019, the World Bank said.
China’s GDP will expand by less than six percent
for the first time since 1990, with an expected
5.9 percent growth rate. 

“Growth has decelerated more than previ-
ously expected amid cooling domestic demand
and heightened trade tensions,” the report said.
The Euro Area, hit by a slowdown in Germany
and the threat of Brexit, “has deteriorated sig-
nificantly,” with several economies “on the
verge of recession at some point last year.” The
expansion is set to slow further to just 1.0 per-
cent this year before picking up in 2021. Japan
also is “suffering from acute weakness in man-
ufacturing and exports” and the economy will
continue to slow with growth of just 0.7 per-
cent expected.

Emerging markets 
Emerging market and developing economies

(EMDEs) have been the boost to the global
economy through the sluggish times but most
face their own rocky road with a third are pro-
jected to decelerate this year. As a result the
global uptick is not broad-based and “is largely
predicated on a rebound in a small group of
large EMDEs, most of which are emerging from
deep recessions or sharp slowdowns,” the re-
port said.

“Indeed, about 90 percent of the pickup in
EMDE growth in 2020 is accounted for by just
eight countries - Argentina, Brazil, India, Iran,
Mexico, Russia, Saudi Arabia, and Turkey,” it
said. “Excluding these eight countries, aggregate
EMDE growth would experience almost no ac-
celeration.” Argentina, which contracted 3.1 per-
cent in 2019, is projected to slow by 1.9 percent
this year while Brazil and Mexico should expand
by 2.0 percent and 1.2 percent, respectively, far
faster than last year. India too is expected to
gain traction, with growth of 5.8 percent, while
Turkey’s 3.0 percent expansion will come after
no growth in 2019, the report said. In sub-Saha-
ran Africa, the news is looking up, with a solid

increase in GDP growth expected this year. 
But the World Bank cautions that, even with the

improvement, “per capita growth will remain well
below long-term averages and far from sufficient
to meet poverty alleviation goals”. The Middle
East is expected to see growth jump to 2.4 percent
this year after virtually no growth in 2019. 

Downside risks predominate 
The World Bank warns that “downside risks

predominate” but since the cutoff for the fore-
casts was December 20, prior to the recent

outbreak of hostilities between Iran and the
United States. So it is too soon to tell what in-
fluence that might have. The major concern is
the potential for a resurgence of trade tensions
between the United States and China. A “re-
newed disruption to US-China economic ties
could result in damage not only to these two
economies but to the rest of the world,” the re-
port warned. In addition, “record-high debt
levels and fragile public finance positions”
leave many countries vulnerable to shocks or a
sudden increase in interest rates. — AFP 

Global economy faces tenuous 
recovery beset by risks: WB

Mideast growth to jump 2.4% after virtually no growth in 2019

Sun shining after 
economy’s difficult 
year: Economist
WASHINGTON: The sun has come out for the global economy,
as trade tensions appear to be receding.  But whether that leads
to a resurgence in investment that can boost growth remains to
be seen, a World Bank economist told AFP. Ayhan Kose, who
oversees the World Bank’s twice-yearly deep dive into the
global economy, said the slight acceleration in world growth ex-
pected this year but it is not fast enough and the recovery is
fragile. In an interview with AFP, he explained the main findings
and his main concerns:

Q: You’ve cut GDP forecasts from June. Why is this
good news? 

A: “I think it’s fair to say that 2019 was an extremely difficult
year for the global economy. Growth last year was the lowest
since global financial crisis and trade growth was at the low-
est level since the global financial crisis as well. So the good

news for 2020, we expect
global growth to pick up, a
marginal pickup from 2.4 to
2.5 (percent).

“We hope it is an inflection
point. For the three years in a
row we saw weaker growth ...
trade-related tensions and ele-
vated policy uncertainty (that)
overshadowed activity, and ba-
sically you saw this sustained
slowdown in trade, in manufac-
turing, industrial production,
and more importantly in invest-
ment. Now the hope is that
these trade tensions are going

to be reduced... and then you will see you know confidence com-
ing back. We have this change of tone in the context of trade
and that is a very positive development.”

Q: What are your main concerns about the outlook? 
A: “One day of sunshine does not make the summer, so we

need to see and analyze incoming data to be convinced about
this fragile recovery we are projecting. It’s not just the trade ten-
sions’ impact on confidence but the bigger impact on investment.

And this investment slowdown has an impact on what we call
potential growth, economies’ ability to generate growth. So,
there is some permanent impact.”

“This debt buildup since the crisis has been the largest, the
widest and then, of course, fastest build up for emerging market
developing economies and we need to be mindful of what will
happen if growth remains weak and a sudden increase in interest
rates or spreads will trigger challenges for emerging market
economies. We shouldn’t lose sight of this important issue be-
cause at the end the root cause of crisis is always about debt.
These countries are definitely less well prepared, relative to
where they were.”

Q: Will US tensions with Iran alter the outlook? 
A: “I think this recent increase in geopolitical tensions is

a cause of concern.... However, when you look at the market
reaction so far, market reaction has been muted. We monitor
developments in the region very carefully, because these
geopolitical tensions could have adverse impacts on activity.
The impact of geopolitical tensions tends to be short-lived.
We just need to wait and see. We really don’t have much data
to play with. At the same time, we should all be mindful of
the fact that the global economy needs basically lower un-
certainty and higher confidence. We are projecting a fragile
recovery.”— AFP 

DHAKA: Workers scrub plastic bags used to carry industrial chemicals in the Buriganga
River yesterday. — AFP 
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