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Global real gross domestic product (GDP) growth de-
creased from 3.5 percent on a year-over-year basis in third 
quarter 2017 to 3.4 percent in fourth quarter 2017.1 Risks 
to the global outlook remain tilted to the downside as trade 
policy changes and the specter of protectionism pose re-
straints on trade and growth. Geopolitical risks also persist 
and are an additional source of downside risk. 
 
Emerging Economies Slightly Depress Global Growth 
 
Growth among advanced economies was largely unchanged 
from third quarter 2017 to fourth quarter 2017 (Chart 1). 
Notable changes include real (inflation-adjusted) GDP ex-
pansion in South Korea, where the growth rate fell from 
3.8 percent to 3.0 percent on a year-over-year basis; Can-
ada, where it narrowed from 3.0 percent to 2.9 percent; 
and Switzerland, where it expanded from 1.2 percent to 
1.9 percent. 
 
Meanwhile, emerging economies’ growth rate slipped from 
4.4 percent to 4.3 percent on a year-over-year basis. Nota-
ble changes include India, where real GDP increased from 
6.4 percent to 7.3 percent; Mexico, where it narrowed from 
1.7 percent to 1.5 percent; and China, where it slipped 
from 6.9 percent to 6.8 percent. 
 
Initial CPI Data Suggest Lower Inflation in Emerging 
Economies 
 
Year-over-year consumer price index (CPI) inflation in Jan-
uary 2018 was 2.6 percent globally and 1.6 percent in the 
advanced nations (Chart 2). Not enough inflation data have 
been released to broadly assess CPI activity in February. 
Based on available February data, CPI inflation increased 
from 1.0 percent to 1.4 percent year over year in Korea; it 
decreased from 1.6 percent to 1.3 percent in Germany and 
from 1.8 percent to 1.4 percent in Taiwan. 
 

Global Growth Little Changed Despite Heightened Policy Uncertainty 
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Year-over-year CPI inflation in emerging countries, for which 
more recent data are available, decreased during the Janu-
ary-to-February period from 3.8 percent to 3.7 per-
cent.2 Notable changes include India, where inflation fell 
from 5.0 percent to 4.4 percent; Mexico, where it fell from 
5.5 percent to 5.3 percent; and China, where it rose from 
1.9 percent to 2.1 percent. 
 
Mexico’s Target Rate at Nine-Year High 
 
Banco de México increased its target rate from 7.25 to 7.5 
percent on Feb. 8 (Chart 3). The rate has risen 1.25 per-
centage points over the past year. The one-day interbank 
interest rate that the central bank targets is at its highest 
level since March 2009. CPI inflation in Mexico has exceeded 
the central bank’s long-term target of 3 percent, plus/minus 
1 percent, since January 2017 and reached a high of 6.8 
percent inflation year over year in December 2017. Inflation 
has remained above 5 percent more recently. 
 
Policymakers cited the need to anchor medium- and long-
term inflation expectations.3 They also said they expect in-
flation to decrease to the 3.0 percent target by first quarter 
2019 and remain there through the year. 
 
Brazil’s central bank decreased the overnight SELIC target 
from 7.0 to an all-time low of 6.75 percent on Feb. 7. Over 
the past year, the overnight SELIC rate has decreased 5.5 
percentage points. Brazil’s monetary policy committee 
(COPOM) projects inflation at 4.2 percent in 2018 and 2019, 
assuming a benchmark rate of 6.75 percent at year-end 
2018 and 8.0 percent at year-end 2019.4 Brazil’s extended 
national CPI is 3.2 percent on a year-over-year basis, to-
ward the lower end of COPOM’s target range of 3.0 percent 
to 6.0 percent. 
 
The Russian central bank decreased its policy rate from 7.75 
to 7.5 percent on Feb. 9, part of a cumulative 2.5 percent-
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age-point decline over the past year. Russian policymakers 
cited lowered short-term inflation risks and indicated that 
the central bank will continue cutting the policy rate while 
aiming to reach a neutral monetary policy later this year.5 
 
Venezuela Eliminates One of Two Official Exchange 
Rate Systems 
 
Venezuela removed one of its two official exchange rates in 
February.6 The surviving DICOM exchange rate stood at 
36,604 bolivars per dollar in early March, a steep devalua-
tion from the 3,340 bolivar/dollar rate at year-end 2017. 
The DICOM rate has been the official government-
controlled rate for most transactions, though lightly used 
because of an extensive black market. The discontinued 
DIPRO, intended for purchase of essentials such as food 
and medicine, was pegged at 10 bolivars per dollar. 
 
Other global exchange rate changes were less pronounced 
(Chart 4). Among emerging economies, the Chinese yuan 
depreciated 0.7 percent in February, from 6.28 to 6.33 yu-
an per dollar, while the Mexican peso appreciated 0.7 per-
cent, from 18.7 to 18.6 pesos per dollar. 
 
Among advanced economies, the Canadian dollar depreci-
ated 2.3 percent against the U.S. dollar, from 1.25 to 1.28 
in February. The euro appreciated 0.4 percent against the 
dollar, from 1.24 to 1.23, while the Japanese yen appreci-
ated 2.2 percent against the dollar, from 109 to 107. 
 
—Kelvinder Virdi  
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