Dimitar Bogov: Challenges of bolstering growth rates and ensuring their
sustainability

Opening statement by Mr Dimitar Bogov, Governor of the National Bank of the Republic of
Macedonia, to the Bank for International Settlements Working Party on Monetary Policy in
Central and Eastern Europe, Skopje, 11-12 February 2016.

* * *

Dear colleagues, dear guests,

It is my honour to welcome you for the Annual Meeting of the BIS Working Party on Monetary
Policy in Central and Eastern Europe, hosted by the National bank of the Republic of
Macedonia. | look forward to discussions on the key issues the policymakers are currently
facing. Many of the economies in our region have strong trade and financial linkages with the
rest of the world. Therefore, a natural starting point would be to assess how conducive the
global environment is for our key goal of bolstering growth rates and ensuring their
sustainability.

Unfortunately, almost a decade after the acute stage of the crisis, it seems that the global
environment is still fragile. Although the world economy is recovering, growth rates do not
seem to be strong enough, and what is even more problematic, this “low growth mode” might
be here to stay. The frequent downward revisions of global growth prospects indicate that
uncertainty is weighing on growth. Global growth rates are staggering slightly above 3%, on
average, and the medium-term prospects do not seem to differ much. Growth is also uneven,
with the short-term prospects more favourable for the group of the advanced economies, and
paler for the emerging and developing world. The risks in the latter group, which accounts for
almost 60% of the global GDP and has contributed with more than 80% of the global growth
since 2008, seem to be large and strong enough to constrain the growth of the world as a
whole.

It is not only the relatively slow global recovery that is worrisome. The fact that downside
risks to the baseline growth scenario are prevalent, accentuates the uncertainty and fragility
of the growth outlook. What are the main risks that should be pinpointed? First, there is the
economic transformation and rebalancing in China, which is moving away from the previous
model of export- and investment-led growth based on manufacturing towards a larger
reliance on private consumption and services. Second, we are observing a large fall in oil
and commodity prices, often reflecting concerns over the subdued global demand. Third,
there is the gradual normalisation of Fed policy rates as opposed to the continued
quantitative easing in most other advanced economies and the divergent monetary policy in
emerging and developing economies.

From a medium-to-long term perspective, all these trends could have a positive effect. Still,
they also have short-term consequences, which pose significant downward risks for the
global economy. It is highly likely that the Chinese rebalancing will in the short term lead to
slower economic growth, which could spill over to other economies via the well known trade,
financial and confidence channels. In particular, the early evidence indicates that the
Chinese slowdown is having stronger than expected effects on lower imports and lower
commodity prices. In addition, such downward effects could be magnified by the possible
accompanying turbulences in global foreign exchange and other financial markets. Second,
the falling oil and commodity prices (and the expected persistence of low prices) could have
negative effects on exports and economic growth in commodity-exporting emerging
economies. This could also be reflected in further currency depreciations in these
economies, which might in turn magnify corporate balance-sheet weaknesses, thus
reinforcing negative growth feedbacks. Finally, divergent monetary policy moves between the
US and most other economies that contribute to US dollar appreciation may have negative
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effects, with higher borrowing costs for dollar-denominated borrowing by emerging market
companies and sovereigns.

Geopolitical tensions regarding Ukraine and the Middle East also imply continuous
uncertainty, which increases borrowing costs and makes investment decisions more difficult.
Related to this, the refugee crisis represents an additional political and systemic challenge in
our countries. This applies particularly to fiscal costs and possible political instability arising
from refugee accommodation and integration, which might affect macroeconomic policy and
wider European political and economic integration projects.

Given the trade and financial linkages of this region with the European economy, it is of
interest to also shed some light on the Europe’s growth prospects. It is encouraging that the
economic recovery is expected to proceed in the monetary union, at a growth rate of slightly
below 2%. It is to be supported by the ECB’s monetary policy measures, by the earlier
progress made with fiscal consolidation and structural reforms, and low oil prices as well.
However, similar to the global outlook, the economic recovery in the euro area is moderate
and downside risks prevail. They pertain to the global uncertainties that were mentioned
previously, as well as to broader geopolitical risks.

It seems that the possibility of prolonged slow growth is high, and this could affect the
potential to grow, as well. This asks for policies of supporting long-term economic growth,
which typically calls for structural measures — more innovation; technology sharing; support
to the global regulatory reforms in order to improve the resilience of the financial system;
investments in human capital, education, health and infrastructure.

At the end, let me once more wish you a pleasant stay in Macedonia and a successful
meeting. | hope that you will have a chance to see Skopje and that you will enjoy it.

2 BIS central bankers’ speeches




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Gray Gamma 2.2)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.6

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo false

  /PreserveCopyPage false

  /PreserveDICMYKValues true

  /PreserveEPSInfo false

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Remove

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

    /SymbolMT

    /Wingdings-Regular

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 150

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.00000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 150

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.00000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 600

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.00000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [595.276 841.890]

>> setpagedevice



