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Global growth: A multi-speed world

WEO Real GDP Growth Projections

(Percent change from a year earlier)
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Source: IMF, World Economic Outlook.




Capital flows to emerging markets have

slowed

Emerging Bond Funds Emerging Equity Funds
(Billions of U.S. dollars, weekly flows) (Billions of U.S. dollars, weekly flows)




Oil prices driven by uncertainty in the
short-run

Crude Oil Prices Rise Sharply Global Annual Growth of Oil Demand

(Millions of barrels per day)
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Sources: International Energy Agency; IMF, World Economic Outlook; national authorities; and IMF staff calculations.
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Food and non-oil commodity prices also

r1S11g
Commodity Price Developments in the World

(Price indices; 2007=100)

BUT: Commodity exporters

Beverages to benefit

=== Food
Aluminum: Bahrain

Metals
Copper: Mauritania
Cotton: Egypt, Pakistan

Food: Afghanistan, Egypt, Iran,
Iraq, Morocco, Pakistan, Syria

Gold: Djibouti

Iron ore: Bahrain, Mauritania
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Source: IMF, World Economic Outlook.







External balances improving with the oil

Current-Account Balances
(Billions of U.S. dollars)

GCC
Other oil exporters’

Q = @ = Oil price, APSP, U.S. dollars (right scale)
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Sources: National authorities; and staff calculations and projections.
"Excludes Libya in 2011.




Oil price volatility brings uncertainty
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Sources: National authorities; and staff calculations.
"Minimum, maximum oil prices between January 1, 2011 - March 22, 2011; and baseline forecast for 2011.




Unprecedented responsiveness ACTOSS

the region

Percent Change in Total Government Expenditures in U.S.

dollars
(From 2010 to 2017)
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Sources: National authorities; and IMF staff estimates.




Fiscal balances improve, despite higher

S endmg

Overall and Non-oil F1sca1 Balances
(Percent of GDP )

= Crude oil price, APSP, US$ (right scale)
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Sources: National authorities; and IMF staff estimates.
'Excludes Libya in 2011




Break-even prices going up
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Growth 1s progressing amidst

uncestanty

(Annual percentage change)

=== Oil GDP

Non-oil GDP
-6
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Sources: National authorities; and IMF staff estimates.
'Excludes Libya in 2011.




Non-oil growth holding up, with few

cXGepHQnS

(Annual percentage change)

2010 2011
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Sources: National authorities; and IMF staff estimates.




Keep an eye on inflation pressures
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Source: National authorities; and staff calculations and projections.




Financial sector depth: similar to peers

Financial Depth Across Regions: Financial Depth in MENA Countries
Banks and Stock Markets! (2007-08)

(2007-08)
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Sources: World Bank Database on Financial Structure, 2008; and IFS.

. T Sources: World Bank Database on Financial Development and Structure
IStock Market Turnover: Ratio of value of shares traded to market capitalization. p ’

2010; International Financial Statistics; and authors' calculations.




...but banks are falling short in key areas

Access to financial
services is subpar

Businesses receive
less bank financing

Loan concentration

is high

Population has low
access to deposits

Banking sectors
are less competitive,
due to:

Weak credit
information
environment

Stringent entry
restrictions

Tack of non-bank
financing
alternatives

Measurable

quality gap

Growth impact of
banking depth is
weaker than in other
regions










Surge in commodity prices increases cost of imports

Impact of Higher Fuel and Food Costs
(Percent of GDP)

Impact of higher prices in 2011"
m Total fuel and food imports, 2010

Current account deficit, 2011
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Sources: National Authorities; and IMF staff estimates.
Direct impact -- holding policies and quantities constant -- of price increases of 32 percent
for fuel and 24 percent for food, as implied by WEO projection for 2011 compared to 2010.




Spillovers from regional instability:

Lowgt toutism and FDI, higher bogrowing costs

urism Receipts overeign re

(Percent of GDP) (Basts points)
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Sources: IME, World Economic Outlook, and Wotrld Travel and Tourism Council.




Higher government spending

New Fiscal Costs
(Percent of GDP)

Impact of higher fuel and food prices, holding
all else constant

m Additional fiscal measures

Overall fiscal deficit, 2011
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Sources: National authorities; and IMF staff calculations.




Net impact on growth mostly limited

Real GDP Growth

(Annual percentage change)

m 2009 2010 2011
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Sources: National authorities; and IMF staff estimates.




Keep an eye on inflation pressures
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Source: National authorities; and IMF staff calculations and projections.




Short-term policy challenge: Ensuring social cohesion

while maintaining macroeconomic stability

Respond

to Restore
domestic confidence
pressures

Macroeconomic

Stability

Manage
impact of
Create higher
jobs food and
fuel
prices




Policy challenge: Unemployment

Unemployment Rates by Region'-2
(2008°)
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Sources: International Labor Organization; national authorities; IMF, World Economic Outlook; and IMF staff estimates.
TMENAG countries are Egypt, Jordan, Lebanon, Morocco, Syria, and Tunisia.

2Total and youth unemployment rates for Morocco reflect data from Urban Labor Force Survey.

30r most recent earlier year for which data are available.







Heavy reliance on untargeted subsidies

Distribution of Subsidies Across Income Groups MENAP Oil Importers: Subsidies and Deficits in 2010

(Percent of GDP)
Cross country'--Fuel ‘
(2010)

Jordan--Fuel (2005) ‘
Lebanon--Bread (2008) -
Egypt--Baladi bread -
(2008/09)
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Sources: Jordan-The Distributional Effects of Eliminating Subsidies for Petroleum Products, R. Gillingham & M. El-Said, IMF (2005), The Unequal
Benefits of Fuel Subsidies: A Review of Evidence for Developing Countties, J. Del Granado, D. Coady & R. Gillingham, IMF (2010), Egypt's Food
Subsidies: Benefits Incidence and Leakages, September 2010, World Bank.

!Average across 21 countties.




Social Protection Instruments

Social Protection

Social Safety Net Social Insurance

Price Subsidies

Other Social Policies




Enhancing social protection

—

Short Term Medium Term
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Stable
macroeconomic
environment

Social
Job creation protection
for all

Transparency,
accountability,
good
governance

Access to
economic
opportunities




* Growth projected at 2.5 percent, inflation at 6.5 percent (average) in 2011

* Political impasse and regional turmoil weighing on commercial activity,

tourism, and real estate—the main drivers of the Lebanese economy

Coincident Indicator (quarterly, base 100 = 1993)




— Fiscal deficit projected to rise over 10% of GDP

— Could inflows slow down?

— Sector vulnerable to AMI.-CFT issues?







Break-even prices going up

Break-Even Oil Prices in 2011
(U.S. dollars per barrel)
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