
gains, increased productivity (though too early to bank on) and immigration may be further

boosting growth. Financial conditions are arguably loose.

The latest price data confirm stickiness in moving from more than 3% to 2% inflation. Wage and

services prices growth is solid. Oil prices are up. Given the data, dot plot and cacophonous

Federal Reserve yammering, markets long ago stopped expecting six Fed funds rate cuts this

year. But prominent voices increasingly warn that the three cuts anticipated in the latest dot plot

may be far too many and predictions for ‘no landing’ are being heard.

Outside the US, the growth picture is less positive

Euro area activity remains stagnant, sputtering towards another forecast markdown (Figure 1).

German institutes just cut their 2024 forecast for Europe’s leading economy from 1.3% to 0.1%.

Overall, the euro area is making good progress in reducing inflation and, coupled with weakness

in activity and bank lending, the European Central Bank appears headed for a June interest rate

cut, regardless of the Fed’s stance.

Desynchronised US and euro area growth and price performance and possible divergences in

Fed and ECB reactions could spur global financial market volatility and underpin the dollar.

Figure 1. Global growth rate flat to marginally up, but picture mixed across the board

October

2023 WEO

January 2024

update

April 2024

WEO

Global growth 2.9 3.1 ↔↑

US 1.5 2.1 ↑

Euro area 1.2 0.9 ↓

Japan 1.0 0.9 ↔↓

Emerging market and

developing countries
4.0 4.1 ↔

China 4.2 4.6 ↑?

India 6.3 6.5 ↔

Source: IMF World Economic Outlook
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