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DEVELOPMENT COMMITTEE: THE MANAGING DIRECTOR’S WRITTEN STATEMENT 
 

Policymakers are facing a fast-changing and uncertain world. The United States is poised to start 
raising interest rates amid ongoing recovery, China’s expected slowdown as it rebalances growth 
is creating larger-than-anticipated spillovers, while commodity producers are confronting the end 
of a long cycle of high commodity prices. With limited room to maneuver, policymakers—
particularly in emerging market and developing countries—are grappling with difficult trade-offs 
in adapting to new realities. Policies will need to carefully balance supporting growth today with 
managing vulnerabilities and safeguarding financial stability, while acting to secure future 
growth through structural reforms. The Fund stands ready to support its member countries to 
navigate through difficult circumstances and to move ahead with the 2030 development agenda. 
 

I.   ECONOMIC OUTLOOK AND RISKS  

The global growth outlook has weakened, with projected growth for 2015 now marked down to 
3.1 percent. The recovery in advanced economies is set to pick-up slightly, but the pace of growth 
in emerging market and developing economies (EMDEs) is likely to decline for a fifth 
consecutive year, reflecting a slowdown in oil and other commodity-exporting countries and 
easing domestic demand in some large emerging market economies, such as China.  

In advanced economies, growth has picked up modestly to a projected 2 percent this year, with a 
further increase to 2.2 percent expected in 2016. The pick-up in 2015 has been helped by a 
strengthening of the modest recovery in the euro area and a return to positive growth in Japan, 
supported by declining oil prices, accommodative monetary policy, and the depreciation of their 
currencies. The pick-up in advanced economies is tempered by a slowdown in commodity 
exporters (Canada, Norway) and in non-Japan Asia (Korea, Taiwan Province of China). While 
unemployment rates have dropped, underlying productivity growth remains weak, including in 
the United States, where the recovery is now more entrenched.  

In emerging market economies, growth prospects vary substantially across countries and regions. 
In Brazil, output is now projected to contract, with negative spillovers to key trading partners 
(Argentina, Uruguay). India’s growth performance has been boosted by recent policy reforms 
while China is moving to a more sustainable pace of growth as previous excesses in real estate, 
credit, and investment continue to unwind. Spillovers from regional conflicts and intensified 
security and social tensions have weighed on confidence and economic activity across the Middle 
East. The recession in Russia with its attendant regional spillovers as well as a sharp further 
contraction in Ukraine has stemmed recovery in the Commonwealth of Independent States.  

Growth in low-income developing countries (LIDCs) is projected to slow to 4.8 percent in 2015, 
down by more than 1 percentage since 2014, before recovering to 5.8 percent in 2016. These 
projections are shaped in large part by the growth decline in sub-Saharan Africa, where falling oil 
prices have led to sharp decline in growth of oil exporters such as Nigeria and where weaker non-
oil commodity prices are adversely affecting a wider group of countries, even as they benefit from 
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a lower oil import bill. Yet many LIDCs in Africa (Cote d’Ivoire, Ethiopia, Tanzania) and in Asia 
(Bangladesh, Cambodia, Vietnam) are expected to continue registering strong growth.  

The balance of risks is still tilted to the downside, but more so for EMDEs. These include risks 
linked to China’s growth transition, potentially excessive global financial market volatility and 
tightening of financial conditions, effects of a sharp appreciation of the U.S. dollar on balance 
sheet exposures, a further weakening of commodity prices, and rising geopolitical tensions.  

II.   POLICY CHALLENGES FACING EMERGING AND DEVELOPING COUNTRIES  

Room for policy actions to support demand is narrowing in many EMDEs, with the scope to ease 
fiscal and monetary policies being constrained by elevated debt levels, inflation concerns, and 
balance-sheet exposures. The challenge is to strike the right balance between supporting demand, 
managing financial stability risks, and implementing key reforms to boost growth.  

 Supporting growth today. In EMDEs, the case for demand support has to be weighed against 
the need to manage vulnerabilities. Those with policy flexibility should use it, including to 
smooth adjustment to lower commodity prices (Gulf Cooperation Council); those with 
depleted buffers will need to adjust more speedily. Fiscal adjustment measures should focus 
primarily on growth-friendly fiscal rebalancing, including tax reforms (Bangladesh, India, 
Tunisia), energy pricing reforms (Egypt, Nigeria), and expenditure prioritization to 
accommodate social and infrastructure spending (Indonesia).  

 Investing in resilience. In EMDEs, exchange rate flexibility should serve as a shock absorber 
where feasible. Foreign exchange intervention can provide short-term insulation against 
disorderly market conditions. Capital flow management measures on outflows could also play 
a temporary role as part of a broad policy response to crises. Active financial sector policies, 
including ensuring adequate provisioning of bad loans, developing flexible insolvency 
procedures, and avoiding market dysfunction, are critical for resilience. 

 Securing the future. Fostering future growth will require reforms that lift employment, 
investment, and productivity, although priorities vary across countries. In EMDEs, addressing 
infrastructure bottlenecks (Indonesia, much of sub-Saharan Africa), improving business 
conditions (Brazil, Russia), and education, labor, and product market reforms (India, 
South Africa) can lift productivity and raise income levels. In China, fiscal, social security, 
and state-owned enterprise reforms are needed to facilitate the transition to more 
domestically-driven growth. In commodity exporters and LIDCs, policies need to promote 
economic diversification over the medium-term. 

Against the backdrop of a weaker near-term outlook, EMDEs need to take decisive steps to 
bolster growth while fleshing out medium-term strategies to advance sustainable development; 
advanced countries need to provide support for these efforts along the lines outlined in the Addis 
Ababa Action Agenda.  
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III.   FUND SUPPORT FOR EMERGING AND DEVELOPING COUNTRIES  

The Fund will strengthen its support for its membership by focusing on key priorities, captured in 
its new AIM: 

 Agility. Policy advice will focus on helping members cope with evolving transitions, 
including responding to tighter and more volatile financial conditions and implementing 
growth-critical structural reforms.  

 Integration. Support members through more effective integration of fiscal, monetary, 
exchange rate, financial, and structural reform advice; foster international cooperation to 
support growth and limit stability risks and work to strengthen bilateral, regional, and global 
safety nets; and help members to safely expand linkages to international financial markets.  

 Member-Focused. With policy concerns shifting and advice becoming more dependent on 
country-specifics, the Fund will work to deepen two-way engagement with members, enhance 
its knowledge management and dissemination practices, and, through tighter integration of 
work activities, deliver a better package of support for capacity development. 
   

Fund Support for Implementation of the 2030 Development Agenda  

Having reviewed its support for member countries through the lens of supporting the post-2015 
development agenda, the Fund has committed to several initiatives under the 2030 development 
agenda to support member countries as they pursue the Sustainable Development Goals (SDGs). 
Concrete steps to operationalize these initiatives are outlined in the background paper for this 
meeting on The Role of the IMF in Supporting the Implementation of the Post-2015 Development 
Agenda. Specifically, the initiatives aim to boost economic resilience in member economies by: 

 Increasing financial support for developing countries, through (i) a 50 percent increase in 
nominal access limits across all Fund concessional lending facilities, and (ii) maintaining a 
zero interest rate on lending in its Rapid Credit Facility, used to assist low-income countries 
hit by natural disasters or conflicts.  

 Enhancing policy advice and capacity building in areas crucial to sustained development. The 
Fund is to (i) scale up its support for national efforts to strengthen domestic resource 
mobilization, including in tackling issues relating to international taxation in collaboration 
with the World Bank; (ii) bolster its support for fragile and conflict affected states; 
(iii) expand its macroeconomic policy advice and technical assistance to help countries tackle 
infrastructure gaps without endangering public debt sustainability; (iv) intensify efforts to 
bring analysis on equity, inclusion, gender, and environmental issues to operational work; and 
(v) strengthen statistical data dissemination for economic decision-making. 

Fund Engagement on Climate Change  

2015, the year of global action on development, will culminate with the COP21 Climate Change 
Conference in December. Fund support for the climate change agenda draws on its core expertise 
in the areas of macroeconomic analysis and taxation: 
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 Support for mitigation efforts through carbon taxes or similar instruments. Fiscal instruments, 
such as carbon taxes, can be a key tool in meeting national mitigation commitments, while 
also providing a valuable source of fiscal revenues. Close to forty national governments and 
over twenty sub-national governments already have in place some form of carbon taxation or 
trading systems. The Fund will continue analytical work to provide actionable policy guidance 
on carbon pricing design and broader energy price reform. Many countries have already 
benefitted from technical assistance on energy and carbon pricing, including Albania, China, 
Costa Rica, Jordan, Indonesia, Mali, Mauritius, and Yemen.  

 Fully integrating climate risks into national macroeconomic policy frameworks. Climate 
change adaptation and mitigation policies affect economic growth, saving and investment 
levels, and external positions, and need to be fully integrated into macroeconomic diagnostics 
and policy formulation. Work is also underway to better integrate recurring natural disasters 
and rising vulnerability to such shocks into baseline macroeconomic analysis for countries 
where such disasters have been, or are becoming, macro-critical. 

IV.   CONCLUDING REMARKS  

The Fund continues its core activities of providing financial support, policy advice, and support 
for capacity building to member countries:  

 Lending. Over the past six months, new financing in the amount of $1.3 billion has been 
approved under the Fund’s emergency credit facilities (to Central African Republic, Iraq, 
Nepal, and Vanuatu) to the tune of $1.3 billion under the Rapid Credit Facility and the Rapid 
Financing Instrument. New concessional financing arrangements were approved for Ghana, 
Guinea-Bissau, Haiti, the Kyrgyz Republic, and São Tomé and Príncipe; along with 
augmentations of existing arrangements, funds committed amounted to $1.3 billion, well up 
on the financing levels approved in recent years. A new Stand-By Arrangement was approved 
for Kosovo, as was a successor $5.5 billion credit line for Columbia. 

 Capacity building and policy advice. Support for capacity-building efforts accounts for more 
than one-quarter of the Fund’s budget: this support has expanded for countries facing 
exceptional needs, including Arab Countries in Transition, fragile states, and low-income 
countries. Particular emphasis is being given to strengthening policy advice in the areas of 
macro-financial linkages, macro-prudential policies, and handling capital flow volatility, and 
disseminating and sharing knowledge through regional seminars.  

 Quota reforms. Moving towards a more equitable distribution of voting power across the 
membership requires implementation of the 2010 quota and governance reforms. This move is 
also crucial for preserving Fund resources on a permanent basis to meet members’ needs and 
support the stability of the international monetary and financial system.  
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