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•• Developing Asia GDP growth Developing Asia GDP growth 
strengthened to 5.7% in 2002strengthened to 5.7% in 2002

•• Industrial countries growth Industrial countries growth 
recovered in 2002 recovered in 2002 (Figure 1.1)
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Global Baseline AssumptionsGlobal Baseline Assumptions
Weak Recovery in Industrial CountriesWeak Recovery in Industrial Countries
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•• Growth weak in Growth weak in 
first half 2003first half 2003

•• Upturn expected Upturn expected 
33rdrd and 4and 4thth

quartersquarters

•• Weaker Weaker 
consumption consumption 
demand demand 

•• Stimulus from Stimulus from 
fiscal and fiscal and 
monetary policiesmonetary policies

•• Recovery in Recovery in 
business business 
investmentinvestment
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2.42.4––2.72.70.90.9––1.41.40.80.8Euro areaEuro area

3.43.4––3.63.62.22.2––2.42.42.42.4United StatesUnited States
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Industrial countriesIndustrial countries
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•• GDP growth somewhat weaker than 2002GDP growth somewhat weaker than 2002

•• Growth will remain robustGrowth will remain robust

–– Domestic demandDomestic demand

–– Sustained export growth Sustained export growth 

–– Supportive macroeconomic policiesSupportive macroeconomic policies

•• Inflation to remain low at average in 2003Inflation to remain low at average in 2003

•• Surplus on current account in 2003 and 2004Surplus on current account in 2003 and 2004

•• Major economic reforms to continueMajor economic reforms to continue



GDP Growth by GDP Growth by SubregionsSubregions

2.52.52.42.40.90.90.40.4The PacificThe Pacific

5.85.85.85.87.77.710.910.9Central AsiaCentral Asia

6.16.15.75.74.24.25.05.0South AsiaSouth Asia

4.84.84.04.04.14.11.71.7Southeast Southeast 
AsiaAsia

6.26.25.65.66.56.54.44.4East AsiaEast Asia
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East AsiaEast Asia

GDP growth remains robust GDP growth remains robust 
but lower than in 2002but lower than in 2002



•• Slower growth in Slower growth in 
PRC and KoreaPRC and Korea

•• Growth low in Growth low in 
Hong Kong, China Hong Kong, China 
and Taipei,Chinaand Taipei,China

•• Mongolia doing Mongolia doing 
betterbetter

•• Consumption Consumption 
demand weaker in demand weaker in 
PRC, Hong Kong, PRC, Hong Kong, 
China, and KoreaChina, and Korea

•• Investment  Investment  
remains weakremains weak

•• Export  growth Export  growth 
healthyhealthy

•• SARS reduced GDP SARS reduced GDP 
forecast for 2003forecast for 2003

Growth Rate of GDP, 2002-2004
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5.25.25.05.03.93.9MongoliaMongolia

5.35.34.04.06.36.3Korea, Republic ofKorea, Republic of

4.04.02.02.02.32.3Hong Kong, ChinaHong Kong, China

7.67.67.37.38.08.0China, People’s China, People’s 
Republic ofRepublic of
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Southeast AsiaSoutheast Asia

Growth is driven by strong Growth is driven by strong 
domestic demanddomestic demand



7.17.16.96.96.46.4Viet NamViet Nam

5.55.55.05.05.25.2ThailandThailand

4.24.22.32.32.22.2SingaporeSingapore

4.54.54.04.04.64.6PhilippinesPhilippines

------MyanmarMyanmar

5.15.14.34.34.24.2MalaysiaMalaysia

6.56.56.06.05.85.8Lao People’s Lao People’s 
Dem.Rep.Dem.Rep.

4.04.03.43.43.73.7IndonesiaIndonesia

5.55.55.05.04.54.5CambodiaCambodia
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•• GDPGDP growth about growth about 
the same in 2002the same in 2002

•• Economies in Economies in 
transition grow transition grow 
faster faster 

•• Consumption leads Consumption leads 
growthgrowth

•• Investment Investment 
starting to pick up starting to pick up 

•• Exports to Exports to 
strengthenstrengthen

•• Large current Large current 
account surplusesaccount surpluses

•• Policies supportive Policies supportive 

•• SARS major riskSARS major risk

Growth Rate of GDP, 2002-2004



South AsiaSouth Asia

Outlook improvesOutlook improves



5.55.55.05.03.03.0Sri LankaSri Lanka

5.05.04.54.53.63.6PakistanPakistan

3.53.51.51.5--0.60.6NepalNepal

2.82.84.24.24.34.3MaldivesMaldives

6.36.36.06.04.44.4IndiaIndia

----7.77.7BhutanBhutan

5.85.85.25.24.44.4BangladeshBangladesh
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•• Great diversityGreat diversity

•• India's growth India's growth 
rate will improve rate will improve 

•• Improved Improved 
security benefit security benefit 
Nepal, Pakistan, Nepal, Pakistan, 
and Sri Lankaand Sri Lanka

•• Improvements in Improvements in 
trade deficitstrade deficits

•• Fiscal Fiscal 
consolidation a consolidation a 
pressing concernpressing concern

•• Policy reforms  Policy reforms  
neededneeded

Growth Rate of GDP, 2002-2004



Central AsiaCentral Asia

Settles to more sustainable Settles to more sustainable 
growth ratesgrowth rates



4.04.03.53.54.24.2UzbekistanUzbekistan

7.57.57.57.58.68.6TurkmenistanTurkmenistan

5.05.07.17.19.19.1TajikistanTajikistan

4.54.55.25.2--0.50.5Kyrgyz RepublicKyrgyz Republic

6.26.26.06.09.59.5KazakhstanKazakhstan

8.08.09.59.510.610.6AzerbaijanAzerbaijan

200420042003200320022002DMCDMC

•• Large investment Large investment 
in oil/gas sector in oil/gas sector 
drives economiesdrives economies

•• Kyrgyz recovers Kyrgyz recovers 
from gold mine from gold mine 
closureclosure

•• Tajikistan Tajikistan 
continues post continues post 
conflict recoveryconflict recovery

•• Uzbekistan grows Uzbekistan grows 
slowlyslowly

•• Inflation to Inflation to 
remain highremain high

•• Large current Large current 
account deficitsaccount deficits

Growth Rate of GDP, 2002-2004



The PacificThe Pacific

Political stability improves Political stability improves 
the economic outlookthe economic outlook



2.22.21.31.3--0.30.3VanuatuVanuatu

1.81.82.02.02.02.0TuvaluTuvalu

2.72.72.52.51.61.6TongaTonga

3.03.02.02.0--4.04.0Solomon IslandsSolomon Islands

3.53.53.63.61.31.3SamoaSamoa

2.02.01.01.0--0.50.5Papua New GuineaPapua New Guinea

------NauruNauru

1.51.52.42.40.80.8Micronesia, F. S. of Micronesia, F. S. of 

2.02.03.03.04.04.0Marshall IslandsMarshall Islands

2.32.32.52.52.82.8KiribatiKiribati

3.63.65.75.74.44.4Fiji IslandsFiji Islands

1.31.3--2.32.3--1.11.1Democratic Republic of Democratic Republic of 
Timor Timor LesteLeste

3.23.21.51.50.30.3Cook IslandsCook Islands

200420042003200320022002DMCDMC•• Modest rebound Modest rebound 
in growthin growth

•• PNG to grow PNG to grow 
slowlyslowly

•• Timor Timor LesteLeste
growth negative growth negative 
in 2003in 2003

•• Fiscal Fiscal 
consolidation is a consolidation is a 
major issue major issue 

•• Sociopolitical Sociopolitical 
stability stability 
important important 

Growth Rate of GDP, 2002-2004



Risks and Uncertainties to the Risks and Uncertainties to the 
OutlookOutlook

•• Global economic uncertaintiesGlobal economic uncertainties

•• Geopolitical uncertaintiesGeopolitical uncertainties

•• SARS epidemicSARS epidemic



Global Economic UncertaintiesGlobal Economic Uncertainties

•• Global investment fails to reviveGlobal investment fails to revive

•• Deflation a serious issue in Deflation a serious issue in 
industrial countries industrial countries 

•• Sharp adjustment in US current Sharp adjustment in US current 
account and dollar exchange rateaccount and dollar exchange rate



Geopolitical UncertaintiesGeopolitical Uncertainties

•• TerrorismTerrorism

•• Fall in tourismFall in tourism



SARS EpidemicSARS Epidemic

•• Negative impact likelyNegative impact likely

•• Services sectors most sharply Services sectors most sharply 
affectedaffected

•• Impact could spread to Impact could spread to 
manufacturingmanufacturing



Sustaining Growth in Asia Sustaining Growth in Asia 
The Way ForwardThe Way Forward



Priority Reform AreasPriority Reform Areas

•• Macroeconomic stability Macroeconomic stability 
•• Trade reformsTrade reforms
•• Financial sector reformsFinancial sector reforms
•• Education system reforms Education system reforms 
•• Exit/entry policies and labor market Exit/entry policies and labor market 

policiespolicies
•• Factors and policies to improve the Factors and policies to improve the 

investment climateinvestment climate
•• Stronger public/private sector Stronger public/private sector 

partnershipspartnerships



Key MessagesKey Messages



Key MessagesKey Messages

•• Stronger world economy for 2004Stronger world economy for 2004
•• Growth in industrial economies will at Growth in industrial economies will at 

best be weak in 2003best be weak in 2003
•• Growth in Asia remains robustGrowth in Asia remains robust
•• Growth Growth is at 5.3% in 2003 and will is at 5.3% in 2003 and will 

improve to 5.9% in 2004 (5.7% in improve to 5.9% in 2004 (5.7% in 
2002)2002)

•• Impact of SARS is Impact of SARS is 0.1 to 0.2 percentage 0.1 to 0.2 percentage 
pointpoint decline in GDPdecline in GDP

•• Oil prices are unlikely an issueOil prices are unlikely an issue



Selected CountriesSelected Countries



Taipei,ChinaTaipei,China
•• Export growth led growth Export growth led growth 

•• The economy is expected to growThe economy is expected to grow

•• Weak price pressure and high Weak price pressure and high 
unemploymentunemployment

•• Economic integration with the PRCEconomic integration with the PRC



People’s Republic of ChinaPeople’s Republic of China

•• The economy grew in 2002The economy grew in 2002——one of one of 
thethe highest rates in 5 yearshighest rates in 5 years

•• Exports strongExports strong

•• FDI buoyant FDI buoyant 

•• Growth is likely to be above 7%Growth is likely to be above 7%



Hong Kong, ChinaHong Kong, China
•• GDP growth increased GDP growth increased 

•• SARS is causing increasing SARS is causing increasing 
economic concerneconomic concern

•• The economy will be burdened in The economy will be burdened in 
the short term the short term 

•• Integration with the PRC is a major Integration with the PRC is a major 
forceforce



Korea, Republic ofKorea, Republic of
•• Economy grewEconomy grew

•• Growth is forecast to slow in 2003Growth is forecast to slow in 2003

•• Growth is forecast to rise in 2004Growth is forecast to rise in 2004

•• Continue corporate reforms Continue corporate reforms 

•• Improve product distribution Improve product distribution 
system system 



MongoliaMongolia
•• A mild winter saw growth pick upA mild winter saw growth pick up

•• Growth is expected to strengthenGrowth is expected to strengthen

•• Structural reforms continueStructural reforms continue



IndiaIndia
•• Growth slowedGrowth slowed

•• Liberalized foreign exchange Liberalized foreign exchange 
market and prepay highmarket and prepay high--cost cost 
external debtexternal debt

•• Strong industrial sector growth is Strong industrial sector growth is 
expected to continueexpected to continue

•• Improvement in tax administration Improvement in tax administration 
neededneeded



AfghanistanAfghanistan

•• 2002 GDP at $4.4 billion or $170 2002 GDP at $4.4 billion or $170 
per capitaper capita

•• Recovery strong in services and Recovery strong in services and 
constructionconstruction

•• MediumMedium--term growth could well be term growth could well be 
above 10% annuallyabove 10% annually



BangladeshBangladesh
•• Moderated GDP growthModerated GDP growth

•• Stronger growth in 2003 and 2004Stronger growth in 2003 and 2004

•• Reducing fiscal deficit and   Reducing fiscal deficit and   
marketmarket--oriented economy oriented economy 

•• Increase in outstanding external Increase in outstanding external 
debtdebt



PakistanPakistan
•• GDP growth roseGDP growth rose

•• Better fundamentalsBetter fundamentals

•• Bright mediumBright medium--term prospects term prospects 



Sri LankaSri Lanka
•• GDP expanded GDP expanded 

•• Positive mediumPositive medium--term outlook term outlook 

•• Growth projected at 5Growth projected at 5––5.5%   5.5%   
(2003 and 2004)(2003 and 2004)



•• GDP recorded modest growth GDP recorded modest growth 
•• Economy will show modest growthEconomy will show modest growth
•• Improving external environment and Improving external environment and 

pickup in investmentpickup in investment
•• Financial sector reforms strengthen Financial sector reforms strengthen 

banksbanks
•• Budget deficit expected to fallBudget deficit expected to fall
•• Exports growth will be modestExports growth will be modest

IndonesiaIndonesia



•• A 4.6% growth rateA 4.6% growth rate
•• Unemployment remained high Unemployment remained high 
•• GDP growth led by consumption and GDP growth led by consumption and 

net exportsnet exports
•• Trade and current account balances Trade and current account balances 

expectedexpected
•• Agriculture, investments and services Agriculture, investments and services 

will strengthenwill strengthen
•• Rising fiscal deficitRising fiscal deficit
•• Tax reforms neededTax reforms needed

PhilippinesPhilippines



•• Solid growth driven by private Solid growth driven by private 
consumptionconsumption

•• Manufacturing strongest contributor to Manufacturing strongest contributor to 
growthgrowth

•• Growth expected to remain buoyantGrowth expected to remain buoyant

•• Exports will remain strong Exports will remain strong 

•• Investment spending will weaken Investment spending will weaken 

•• Inflation expected to remain subduedInflation expected to remain subdued

•• Narrowing budget deficitNarrowing budget deficit

ThailandThailand



•• One of fastest growing economies in One of fastest growing economies in 
2002 2002 

•• HHigh growth to continueigh growth to continue
•• Economic policy and institutional Economic policy and institutional 

reforms expectedreforms expected
•• Exports forecast to increase furtherExports forecast to increase further
•• The trade and fiscal deficits will likely The trade and fiscal deficits will likely 

widenwiden
•• Competitiveness must improveCompetitiveness must improve

Viet NamViet Nam
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