Abstract

Driven by expansionary fiscal policy, low interest rates and reversal of the inventory cycle,
the global economy is now rebounding from the crisis of 2008-2009. But global growth of
private investment and household demand is likely to remain weak in the decade ahead. And
to limit the unsustainable rise of public debt, fiscal expansion should be reversed after 2011
in most countries. While monetary policy can remain accommodative to offset fiscal drag,
structural policies to facilitate growth of household demand over the next decade will be
required, particularly in emerging Asia. Global cooperative action on macroeconomic
policies and exchange rate mechanisms is essential to achieve sustained non-inflationary
growth of global demand, facilitate adjustment and reduce domestic pressures for
protectionist measures.
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