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Highlights

Growth and Recovery in 2002

• Driven by both exports and domestic demand, East Asia’s

economic rebound that started in the first quarter of this

year continued in the second and third quarters.

• Fiscal and monetary policies have remained moderately

expansionary, thus supporting domestic demand and

growth. Most countries have also made progress in

restructuring and reforming their financial and corporate

sectors.

• The region’s stock markets began to slide in the second

quarter and the decline intensified in the third quarter.

Nevertheless, their performance this year still compares

favorably with stock markets in industrial countries as well

as those in most other emerging markets around the

world.

Prospects for East Asia's Growth and Recovery

• Since the release of the July 2002 Asia Economic Monitor

(AEM), the external environment facing East Asia has turned

less favorable. Growth forecasts for the major industrial

economies for this year, and—more important—for next year,

have been revised down. However, the global rebound is

expected to continue, but at a more moderate pace than

was foreseen only a few months ago.

• The main message of this report is that East Asia’s modest

economic rebound scenario for this year and the next

remains intact, mainly because of the following factors:

– In the face of slower-than-expected growth in industrial

countries, East Asia’s export growth may soften

somewhat but will remain relatively healthy.

– The progress made by East Asia in restructuring and

reforms and the expansionary stance of monetary and

fiscal policies should enhance the buoyancy of domestic

demand.

– Projections suggest an improvement in private capital

flows to the region, especially next year.
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• The London-based Consensus Economics Inc.1 now projects

East Asia’s gross domestic product (GDP) growth to reach

6% in 2002 (compared to 5.8% forecast at the time of the

July AEM) and 5.9% in 2003 (marginally lower than the

6.2% forecast indicated in the July AEM).

• This scenario is, however, subject to a higher degree of

uncertainty than before. There are two sets of risks that

could undermine the current forecasts: (i) much lower

growth among industrial countries than is expected, and

(ii) any US-led military action against Iraq and the

associated heightened uncertainty and increase in oil

prices.

• Summing up, the emerging global environment appears to

call for a two-pronged response by East Asian countries.

First, they should closely monitor the emerging external

environment, and remain ready to initiate appropriate fiscal

and monetary responses should export prospects

deteriorate sharply. Second, countries should push ahead

with the remaining agenda of financial and corporate

restructuring and reform, in order to improve resilience to

external shocks.

1A private institution that collates forecasts from about 200 economic and
financial forecasters from more than 70 countries around the world.


