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WASHINGTON: The global economy is facing a “deli-
cate moment,” beset with risks as the recovery loses
steam amid trade tensions, Brexit and other factors, the
International Monetary Fund warned yesterday. The IMF’s
World Economic Outlook once again downgraded global
growth to 3.3 percent for 2019, two tenths lower than the
global crisis lender forecast in January and four tenths
lower than October.

And while world growth is expected to pick up in the
second half of this year and hit 3.6 percent in 2020, many
things will have to go right for that to happen, including a
resolution of President Donald Trump’s trade battle with
China. The quarterly report “projects a slowdown in
growth in 2019 for 70 percent of the world economy,”
IMF chief economist Gita Gopinath said in a statement.
The euro area is likely to slow sharply, particularly in
Germany where the GDP forecast was cut by a half point,
and Italy which has slowed to a virtual standstill, accord-
ing to the quarterly report.

And amid the turmoil over its exit from the European
Union, the IMF downgraded the outlook for Britain this

year and next. Emerging economic powers China and
India continue to show the highest growth rates, 6.3 per-
cent and 7.3 percent, respectively. Beijing has rolled out a
series of fiscal stimulus measures to counteract the hit
from the US trade war but India’s growth was downgrad-
ed by two tenths of a point. And while the recent signs
that officials in Washington and Beijing are engineering a
trade deal have calmed some of the nerves in financial
markets, the solution is by no means certain. 

‘Precarious’ recovery
The report cautions that downside risks to the outlook

continue to dominate: Trade tensions could flare up again,
and there is risk of a “no-deal Brexit withdrawal” or per-
sistent slowing of economic activity. “This is a delicate
moment for the global economy,” Gopinath said. “This
recovery is precarious and predicated on a rebound in
emerging market and developing economies,” including
Argentina and Turkey.

While a rebound is possible if policymakers avoid all
the potential pitfalls, she warned that “If, however, any of

the major risks materialize, then the expected recoveries in
stressed economies, export-dependent economies, and
highly-indebted economies may be derailed.” The chal-
lenge to policymakers is they have little ammunition with
which to counteract a slowdown since interest rates are
low and most central banks already have stopped raising
or started cutting rates, while debt levels are high, crimp-
ing the ability to provide fiscal stimulus.

“Given these risks, it is imperative that costly policy
mistakes are avoided,” she said, urging cooperation
among governments — especially in trade conflicts — to
avoid fueling uncertainty that could contribute to a slow-
down.  The fund said avoiding such “policy missteps ...
needs to be the main priority,” including “distorstionary
barriers” to trade.

Slower trade
The broad-based slowdown, most notably in advanced

economies, was larger than expected and apparently due
to the “souring of market sentiment” partly due to the
trade tensions, the IMF said. Trump’s aggressive trade

policies, largely, but not exclusively, aimed at China, left
US products open to retaliation in the form of steep tariffs.
But inflation pressures remained muted despite the new
duties, which raised the costs of hundreds of billions of
dollars’ worth of imports.

Global trade growth has slowed sharply from its peak
in late 2017, and expectations for future business activity
have weakened, pointing to slowing momentum ahead, the
report said. Growth in advanced economies next year
presents a mixed picture, the United States and Japan are
expected to slow further next year, with US GDP adding
1.9 percent, and Japan’s just 0.5 percent, half of this year’s
rate.  But with temporary factors waning, Germany’s
growth is projected to accelerate to 1.4 percent and Italy
to 0.9 percent. Spain is the strong performer in the euro
area with 2.1 percent growth in 2019, and 1.9 percent in
2020. In the major emerging markets, China’s expansion
will slow to 6.1 percent, while India continues to acceler-
ate to 7.5 percent.The IMF downgraded the outlook for
Mexico sharply, cutting a half point off the estimate to 1.6
percent this year and 1.9 percent in 2020. — AFP 

Global economy loses steam, faces a ‘delicate moment’ 

BANGKOK: Two men prepare to transport sacks of scrap plastic bottles for recycling in Bangkok yesterday. — AFP 

IMF cuts global growth estimate to 3.3% 

Remittances to the 
developing world 
hit record in 2018
WASHINGTON: Money transfers to poor and
developing countries hit a fresh record in 2018
and should become their largest source of exter-
nal financing this year, the World Bank said yes-
terday. But many banks and money transfer oper-
ators charged too much, cutting into the gains of
migration, the bank said in a statement. Migrant
workers and others sent home an estimated $529
billion to low- and middle-income countries last
year, up 9.6 percent from the year before, which
had also been a record.

Such money transfers should hit $550 billion
this year, making them the largest source of
external finance, according to the bank. Money
transfers were up 12 percent to $131 billion for
South Asia and almost seven percent for East
Asia, reaching $143 billion. Sub-Saharan Africa
saw a 10 percent increase at $46 billion,
according to the bank. The United States econ-

omy grew strongly while outbound flows from
Gulf countries and Russia also rose, according
to the bank, which said this explained much of
the gains.

Excluding China, the remittances amounted to
$462 billion, significantly more than foreign direct
investment over the period, which stood at $344
billion. Among the development goals set by the
United Nations in 2015 was reducing the cost of
remittances to three percent. However, banks on
average were charging 11 percent in the first
quarter of 2019 while post offices charged seven
percent. “The high costs of money transfers
reduce the benefits of migration,” Dilip Ratha, the
report’s lead author, said in a statement.

“Renegotiating exclusive partnerships and let-
ting new players operate through national post
offices, banks and telecommunications compa-
nies will increase competition and lower remit-
tance prices.” Another factor making money
transfer costs rise are banks’ efforts to avoid
money-laundering and terrorism finance. Some
banks simply cease working with some money
transfer organizations deemed too risky, accord-
ing to the report. “Banks indicate that risks to
their reputation... deter them from having corre-
spondent bank accounts,” it said. — AFP 

Airbus v Boeing: Only
the lawyers win
GENEVA: The tit-for-tat legal battle between Airbus and Boeing
at the World Trade Organization could, after 15 years, be fairly
described as epic. When Airbus scored a major win in 2016, the
company’s own chief executive Tom Enders said the protracted
WTO tussle “benefits only the armies of lawyers both sides
employ for more than a decade”.

The world’s two aviation giants do not face each other directly
at the WTO’s Dispute Settlement Body, with Boeing represented
by the United States and the European Union acting for Airbus.
The hostilities have continued unabated since 2004, when
Washington declared that a 1992 US-EU agreement governing
subsidies in the aircraft industry was dead. Here is a summary of
the cases that have been brought to date, as fears rise that the
row could escalate after the US threatened to impose $11.2 billion
in tariffs on European products to counter support allegedly giv-
en to Airbus.

US vs Airbus 
Washington fired the first shot in 2004, accusing Britain,

France, Germany and Spain of providing illegal subsidies and
grants to support the production of a range of Airbus products. In

2010, WTO judges delivered a mixed ruling, saying some of the
support given to Airbus was prohibited while other parts were
permitted under international trade law. The next eight years saw
appeals and counter-appeals over both the substance of the rul-
ings and then over whether the EU had adequately amended its
behavior to comply with the rulings. The latest compliance ruling
is not expected before the end of this year. 

EU vs Boeing 
In a complaint opened in June 2005, the EU alleged that

Boeing had received $19.1 billion worth of prohibited subsidies
from 1989 to 2006 from various branches of the US government.
WTO judges said in a 2012 ruling that roughly a third of the sub-
sidies in question were illegal. The US said it would make changes
to comply with ruling. Various disputes were then filed over sev-
eral years, largely over the question of whether US federal and
state governments were actually complying with the ruling. Last
month, WTO judges found that the US had failed to fully remove
all the prohibited subsidies. 

Brussels v Washington state
In 2014, the EU initiated a third case challenging tax breaks and

other incentives provided by Washington state to support produc-
tion of Boeing’s 777X, which is set to take to the skies in 2020. It
has been dubbed the “baby Boeing” case, given its narrow scope.
In 2017, WTO judges said Washington state’s subsidies were legal
in a decision that was not subject to appeal. — AFP


