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reduce the current account gap, and facilitate rais-

ing international reserves. Countries with lingering
export competitiveness challenges would also bene t
from productivity-raising reforms. In economies where
excess current account surpluses that existed before the
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Table 1.1. Selected Economies: Current Account Balance, 2017-20
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current account and real e ective exchange rate
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Table 1.2. Selected Economies: Net International Investment Position, 2016—-19
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Table 1.3. Selected Economies: Foreign Reserves, 2017-191
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exporters (Brazil, Saudi Arabia) and France, which
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External Developments during the
COVID-19 Crisis

10 International Monetary Fund | 2020
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Egypt, Greece, Morocco, New Zealand, Portugal,
Spain, Sri Lanka, ailand, and Turkey. e rise in
tourism trade balances is expected to be spread more
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international supply chain management and result in
less foreign direct investment in emerging market and
developing economies. Another round of escalating
US—China trade tensions constitutes a further risk.
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persist after the crisis, prioritizing reforms that
encourage investment and discourage excessive
private saving are warranted. In economies with
remaining fiscal space, a growth-oriented fiscal
policy, with greater public sector investment in
such areas as digitalization, infrastructure, and
climate change mitigation, would support private
investment, promote potential growth, make the
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Forecasts of falling global trade in 2020 re ect primar-
ily the expected weakness in economic activity. e
historical relationship between trade and aggregate
demand fully explains the expected global decline in
trade in goods. For trade in services, the expected con-
traction is more severe than could be expected by the
expected fall in aggregate demand, suggesting a strong
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unprecedented travel restrictions, which have reduced
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e currency depreciations among emerging market
and developing economies during the COVID-19
crisis re
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Table 1.5.1. Explaining Nominal Effective Exchange Rate Movements in Emerging Market and
Developing Economies
(Dependent variable is the 30-day percent change in the NEER)
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e IMF’s G20 Model is used to illustrate the impact
on global trade and current account balances of two
alternative scenarios: (1) a second COVID-19 outbreak
in early 2021 and (2) a faster recovery from the lock-
down measures implemented in the rst half of 2020.

e June 2020
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e di erences across subperiods are signi cant. In
the precrisis period, there is no systematic pattern:
sustained valuation gains or losses were not related to
average current account balances.

In the post-global- nancial-crisis period, which also
includes the euro area sovereign debt crisis of 2010,
the relationship is negative and statistically signi cant.
Countries with sustained current account surpluses
(including Germany, Japan, and Switzerland, among
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Abbreviations and Acronyms

Adj. adjusted
ARA
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Table 3.4. Brazil: Economy Assessment
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Table 3.5. Canada: Economy Assessment
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Table 3.10. Hong Kong SAR: Economy Assessment
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Table 3.12. Indonesia: Economy Assessment
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Table 3.16. Malaysia: Economy Assessment
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Table 3.21. Saudi Arabia: Economy Assessment
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Table 3.24. Spain: Economy Assessment
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Table 3.25. Sweden: Economy Assessment
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Table 3.26. Switzerland: Economy Assessment
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Table 3.28. Turkey: Economy Assessment
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Technical Endnotes by Economy

Australia

1
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In addition, the authorities’ strengthened enforcement of reg-
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CHAPTER 3

large external asset and liability positions, highly positive NIIP

position).  erefore, IMF sta estimates the CA norm using

various approaches. Overall, the sta -estimated CA gap is about

4 percent of GDP, to which the scal policy gap contributes

about 1.4 percent of GDP and the health spending gap about

0.2 percent of GDP.

3 e reserves-to-GDP ratio is also larger than in most other
nancial centers, but this may re ect in part that most other
nancial centers are in reserve-currency countries or currency

unions. External assets managed by the government’s investment

corporation and wealth fund (GIC and Temasek) amount to at
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