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Dear Members, 
 
Welcome to the September 2011 edition of the GCEL Newsletter! The world is 
facing many challenges, and as the World Bank Chief stated, the world 
economy is in a danger zone. The head of the IMF expressed the same 
concerns. 
 
Check out the articles below. 
 
Keep yourself informed with GCEL! 
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WORLD BANK CHIEF SAYS WORLD ECONOMY IN DANGER ZONE 
Lesley Wroughton, Reuters 
14 September 2011 

WASHINGTON, Sept 14 (Reuters) - World Bank President Robert Zoellick said on 
Wednesday the world had entered a new economic danger zone and 
Europe, Japan and the United States all needed to make hard decisions to 
avoid dragging down the global economy. 

"Unless Europe, Japan, and the United states can also face up to 
responsibilit ies they will drag down not only themselves, but the global 
economy," Zoellick said in speech at George Washington University. 

"They have procrastinated for too long on taking the difficult decisions, 
narrowing what choices are now left to a painful few," he said ahead of 
meetings of the World Bank and International Monetary Fund next week. 

His bluntly-worded speech highlighted mounting fears among global 
policymakers about an escalating sovereign debt crisis in Europe, which has 
for now overshadowed investor concerns about public finances and reforms in 
the United States and Japan. 

Just as those very countries had called on China to be a responsible global 
stakeholder as a rising economic power, so too must they act responsibly and 
face up to their economic problems, Zoellick added. 

Chinese Premier Wen Jiabao weighed in earlier and called on developed 
countries to take responsibility for fiscal and monetary policies to avoid the 
European crisis from spreading. For details, see [ID:nnL3E7KE070] 

Meetings of global finance and development leaders in Washington next 
week will focus on Europe's debt woes and the risk of a Greek debt default, 
which has fed growing alarm in financial markets. 

Mixed signals from European leaders have escalated concerns the 17-
member euro zone may be unable to unite behind a common approach to 
tackle the crisis. 
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Zoellick said European countries were resisting difficult truths about their 
common responsibilities, Japan had held off on needed economic and social 
reforms, and political differences in the United States were overshadowing 
efforts to cut record budget deficits. 

"The time for muddling through is over," Zoellick said. "If we do not get ahead 
of events; if we do not adapt to change; if we do not rise above short-term 
political tactics or recognize that with power comes responsibility, then we 
will drift in dangerous currents." 

Zoellick's speech focused on the shifting global landscape in which emerging 
market economies are playing a greater role in the world economy -- and 
increasingly in development. 

He said developed countries had yet to fully recognize these global shifts 
were underway and stil l operated under a "do what I say, not what I do" 
policy. They preached fiscal discipline but failed to rein in their own budgets, 
and advocated debt sustainability yet their own debts were at record highs, 
he said. 

Zoellick also said it was time to rethink foreign aid, saying that while aid 
remains a life or death issue for millions of people around the world, it had 
also become a vehicle for helping poorer countries develop and grow, he 
said. 

"In a world 'Beyond Aid,' assistance would be integrated with -- and 
connected to -- global growth strategies, fundamentally driven by private 
investment and entrepreneurship," he said. "The goal would not be charity, 
but a mutual interest in building more poles of growth." 

He said development also meant tapping the power of women by eliminating 
gender inequality. 

"We will not release the full potential of half of the world's population until 
globally we address the issue of equality; until countries, communities, and 
households around the world acknowledge women's rights and change the 
rules of inequality," Zoellick said. 
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IMF WARNS OF DOUBLE-DIP RECESSION RISK 
Sky News 
21 September 2011  

The International Monetary Fund has warned there is a one in six chance that 
the UK could be heading towards a double-dip recession. 

The IMF's twice yearly World Economic Outlook report also said the world 
economy has "weakened significantly" and in a rebuke to politicians, claimed 
"policy indecision... has added to financial strains". 

It also said the UK economy will grow at a slower pace than it had previously 
predicted. 

Its UK growth forecast for 2011 has been revised downwards from 1.5% to 1.1% 
and the IMF said there is a 17% chance the UK could be moving into another 
recession. 

If the UK's Gross Domestic Product (GDP) shrinks for two consecutive quarters, 
the country officially re-enters recession. 

For 2012, the IMF has reduced its estimate of economic growth from 2.3% to 
1.6%. 

The Government's official forecast for 2011 growth remains at 1.7% although 
the Chancellor has acknowledged this will be reduced when it is next 
reviewed. 

The UK's economy was last in recession between September 2008 and 
December 2009, but growth has been sluggish since, increasing by just 0.2% in 
the most recent set of figures in July. 
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The suggestion from the IMF, based on share price movements, is that there is 
a chance the economy could shrink again - although its main forecast is stil l 
for growth. 

According to the IMF report, growth in the United States is forecast to slow to 
1.5% in 2011 and 1.8% in 2012. 

Christine Lagarde, the fund's recently appointed chief, has made repeated 
warnings that excessive austerity measures could cause another recession 
and urged European and US leaders to act to prevent a further deterioration 
in growth. 

It comes as Italy's debt rating was downgraded, making it harder for the 
country to borrow money, and putting more pressure on the euro. 

The IMF - which has been involved in bail-outs for Greece, Ireland and 
Portugal over the past 18 months - has blamed instability in Europe and the US 
for a lack of business and consumer confidence. 

It notes that: "Sovereign debt and banking sector problems in the euro area 
have proven much more tenacious than expected. 

"Policy indecision has exacerbated uncertainty and added to financial 
strains, feeding back into the real economy." 

It also said the impact of the Japanese tsunami on global manufacturing and 
the spike in oil prices caused by unrest in the Middle East could have wiped 
0.05% off growth in advanced economies in the second quarter of 2011. 

However, it expects the rebound of activity in Japan and a decline in oil and 
food prices will help reignite the recovery in the near future. 

Separately, the head of the World Bank has warned the drop in investor 
confidence is feeding through to developing nations and called on 
governments in the advanced economies to take "co-operative action". 

Robert Zoellick said: "A new and larger risk looms. The drop in markets and 
confidence could prompt slippage in developing countries' investment and a 
pull-back by their consumers, too." 

In October 2008, the IMF predicted the UK was headed for recession and that 
the UK economy would shrink by 0.1% in 2009. 

The economy actually shrank by 4.9% that year.	  
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