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General studies-2; Topic:  Effect of policies and politics of developed and developing 
countries on India’s interests. 

Global Economic Slowdown 

1) Introduction 

• Recently OECD said, the global economic growth decelerated to slowest pace since the 2008 
financial crisis, as escalating trade conflicts continue to weigh down on trade. 

• It cut almost all economic forecasts it made just four months ago, as protectionist policies take an 
increasing toll on confidence and investment. 

2) OECD Report 

• The global economy is slowing from 3.6% last year to 2.9% this year before a predicted 3.0% in 
2020. 

• Trade tensions have shaken business confidence, leading to a drop in investment growth from 
nearly 4 per cent in 2017 to 1 per cent currently. 

• In India, the growth is likely to be 5.9 per cent in 2019 and 6.3 per cent in 2020 compared to 6.8 per 
cent in 2018. 

• Sustained decline in Chinese domestic demand of about 2 percentage points annually could trigger 
a significant effect on the global economy. 

• It said governments are not doing enough to prevent long-term damage. 

• OECD also cited a persistent upward spike in oil prices due to supply disruptions following attacks 
on Saudi Arabia's energy assets. 

3) Reasons and Present Status  

• Trade war between the United States and China. 

• Trade growth had fallen from 5% in 2017 into negative territory now. 

• Uncertainty over government policies. In the UK, persistent uncertainty about the timing and 
nature of its exit from the European. 

• Germany's economy had shrunk in the second and third quarters with a slump in car 
manufacturing. 

• The global order that regulated trade is gone and we are in a new era of less certain, more bilateral 
and sometimes assertive trade relations. 

• China’s growth rate is the slowest in years. 

• India, formerly the fastest growing economy in the world, had its manufacturing sector grow +0.6%, 
and auto sales are down 41% from year ago levels. 

4) Impact 

• Manufacturing has borne the brunt of the economic crisis brought about by a tit-for-tat trade war 
between the US and China. 

• Worldwide weakness has impacted U.S. exports and the manufacturing sector. 

• Persistent weakness in industry will weigh on the labor market, household incomes and spending. 

• It will also continue to put a "significant drag" on global trade over the next two years and may 
reduce global growth. 

• A no-deal Brexit could push the U.K. into a recession and would considerably reduce growth in 
Europe. 
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5) Way Forward 

• Governments need to seize the opportunity afforded by today’s low interest rates to renew 
investment in infrastructure and promote the economy of the future. 

• Collective effort is urgent, and the effectiveness of monetary policy could be enhanced by “stronger 
fiscal and structural policy support." 

• Governments must use stronger fiscal policies to stimulate expansion and boost demand. 

• Making investing to do the structural reforms that need to be done for more sustainable growth. 

• Multilateral and national policy actions are vital to place global growth on a stronger footing. 

• Countries should not use tariffs to target bilateral trade balances. 

• Strengthen the rules-based multilateral trading system by ensuring continued enforcement of 
existing World Trade Organization (WTO) rules. 

• Across emerging market and developing economies, Fiscal policy should focus on containing debt 
while prioritizing infrastructure and social spending. 
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