
  

  

 

 

 

 

 

 

 

 

 

 

This economic digest will tackle the presentation by Mr. Pierre-

Olivier Gourinchas, the Economic Counselor and the Director of 

Research of the International Monetary Fund (IMF), for the World 

Economic Outlook (WEO). Mr. Gourinchas stated that the future 

direction will be decided by how challenges are tackled and 

opportunities embraced as trade war is triggered and policy 

ambiguity.  

 

The global economic system is entering a new era that is different to 

the previous era that lasted for around 80 years. Since the reelection 

of US president Donald Trump, new tariffs were imposed on almost 

all countries starting with China, Canada and Mexico. This led to 

retaliation tariffs either applied as the case of China or planned as 

European Union’s potential tariffs. These tariffs drove global rates 

to unprecedented levels as US tariffs reached a new record in a 

century exceeding Great Depression levels as shown in the below 

graphs. 
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As such, economic outlook will be mainly driven by the uncertainty 

concerning tariffs. In case the uncertainty continued, global growth 

will be slowed down.  

 

IMF’s April 2025 WEO presents three different scenarios and the 

global growth rate for each one. First scenario taken by IMF is the 

“Post April 2 reference forecast” including tariff announcements in 

the period of February 1 – April 4 by the US and the retaliation by 

other countries. In this scenario, global growth rates for 2025 and 
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2026 are expected to reach 2.8% and 3% respectively, revised 

downwards by 0.8% from January 2025 WEO update.  

 

In the second scenario, “Pre April 2 Alternative”, it ignores April 

tariffs and the forecasted growth for 2025 and 2026 records 3.2%, a 

0.2% downgrade from the January 2025 WEO outlook.  

 

The third and last scenario, “Post April 9 Alternative”, 

incorporating April 4 tariff announcements and the pause of all high 

tariffs while keeping the elevated ones imposed on China. 
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The increased tariffs will lead to higher production prices and lower 

aggregate productivity as it constitutes a negative supply shock on 

the implementing authority. As such, under Scenario 1 (Post April 2 

reference forecast), IMF projections for US growth were revised 

downward by 1.8% and 0.9% from January WEO update, out of 

which 0.4% were attributed to the tariffs announcements. 

Additionally, US inflation rate projection was increased by 1% up 

from 2% p.a.  

 

For tariffed countries, tariffs will result in a negative demand shock, 

as foreign customers will drive away from its products to increased 

prices. As such, China’s growth projections were lowered by 0.6% 

to 4%. Additionally, inflation was revised by 0.8%. 
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When it comes to the Euro zone, growth rates were revised 

downward by 0.2% to record 0.8%. In emerging markets, economies 

could face substantial slowdowns depending on tariffs rates 

implemented; therefore, IMF reduced its growth forecasts to 3.7% 

(0.5% reduction). 

 

The effective tariffs rates might be magnified given that intermediate 

inputs enter several countries before it becomes a final product. The 

resulting uncertainty will force companies to reduce their 

investments and spending, therefore weighing on the global 

economic activity on the short term. 

 

Normally, as US imposed tariffs on its trading partners, the US dollar 

will appreciate in the short term. However, due to the uncertainty 

that was spread after implementing and then pausing the tariffs, 

dollar depreciated immediately after the tariffs announcements. In 

the medium term, the US dollar in real terms might depreciate in 

case US tradable goods reduced compared to its trading partners’ 

tradable goods. 

 

IMF policy recommendations require caution and enhanced 

alliances. The first priority should be to resume trade policy 

steadiness as the economy requires a clear and predictable trading 

system.  

 

Another one is the agility of the monetary policy. Countries facing 

increased price pressures will need tight monetary policy while other 

countries that experience negative demand shock will need to ease 

its monetary policy. 

 

Finally, governments should implement fiscal and structural reforms 

that lower resources misallocation. As such, they should invest and 

develop digital infrastructure to take advantage of new technologies 

such as artificial intelligence.  
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In conclusion, the tables below show WEO projections for advanced 

economies, and emerging markets & developing economies. 
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