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Key objective of the chapterKey objective of the chaptery j py j p

To study past recessions and recoveries in Asia To study past recessions and recoveries in Asia 
to draw insights on two key questions:to draw insights on two key questions:to draw insights on two key questions:to draw insights on two key questions:

1)1) How long and deep is the current recession How long and deep is the current recession 
likely to be?likely to be?

2)2) What might lead the recovery, and how What might lead the recovery, and how 
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)) g y,g y,
vigorous will it be?vigorous will it be?



Key findingsKey findings

Export dependent economies are doubly vulnerable to Export dependent economies are doubly vulnerable to 
export shocks, because their domestic demand cycle is export shocks, because their domestic demand cycle is 
less autonomous.less autonomous.

Financial stressFinancial stress——notably bank impairmentnotably bank impairment——makes makes 
recessions noticeably longer and deeper.recessions noticeably longer and deeper.

Recoveries in Asia are relatively weak, because they Recoveries in Asia are relatively weak, because they 
are overtly dependent on exports.are overtly dependent on exports.are overtly dependent on exports.are overtly dependent on exports.

Deeper recessions do Deeper recessions do not not lead to faster recoveries: in lead to faster recoveries: in 
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fact, they lead to fact, they lead to permanentpermanent output losses.output losses.



Preliminary considerationsPreliminary considerations
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What kind of recessions?What kind of recessions?

We focus on classical recessions that involve We focus on classical recessions that involve 
declines in GDPdeclines in GDP levelslevels not on growthnot on growthdeclines in GDP declines in GDP levelslevels, not on growth , not on growth 
slowdowns.slowdowns.

We focus on the postWe focus on the post--1980 period (quarterly 1980 period (quarterly 
data) because of the rapid changes indata) because of the rapid changes indata) because of the rapid changes in data) because of the rapid changes in 
economic structure in the region.economic structure in the region.

We try to distinguish between financial stress We try to distinguish between financial stress 
and nonand non financial stress recessions andfinancial stress recessions and
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and nonand non--financial stress recessions, and financial stress recessions, and 
export recessions vs. nonexport recessions vs. non--export recessions.export recessions.



Some terminologySome terminology

RealGDP Peak
level

Peak

Peak

Trough

Recession
Recovery

Time (quarters)

Recession
Expansion
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We identify 33 recessions since 1980We identify 33 recessions since 1980
(excluding current episode)(excluding current episode)(excluding current episode)(excluding current episode)

Number ofNumber ofNumber of Number of 
recessionsrecessions

AsiaAsia 3333AsiaAsia 3333

Excluding 97/98 crisisExcluding 97/98 crisis 2424

Financial stress recessionsFinancial stress recessions 1616

of which banking crisesof which banking crises 77

Export recessionsExport recessions 88
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Export recessionsExport recessions 88



Synchronicity between Asian and global Synchronicity between Asian and global 
recessions limited but growing over timerecessions limited but growing over timerecessions limited, but growing over timerecessions limited, but growing over time

Recession Timeline since 1980
(Percent of in-sample countries in recession)
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   Source: IMF staff estimates.



Asian Past Recessions: How Deep?Asian Past Recessions: How Deep?

99



Typical recession in Asia Typical recession in Asia 
not very long nor very deepnot very long nor very deepnot very long nor very deep…not very long nor very deep…

Duration of Past Recessions since 
1980
(Median in quarters)

Cumulative Loss in Output during 
Past Recessions since 1980
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…But financial stress recession, …But financial stress recession, 
particularly banking crisesparticularly banking crises veryvery deepdeepparticularly banking crises, particularly banking crises, veryvery deep… deep… 

Asia: Past Recessions since 1980
(Median)
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   Source: IMF staff estimates.



…partly because credit is impaired.…partly because credit is impaired.

A s ia :  C re d it to  P riv a te  S e c to r d u rin g  P a s t R e c e s s io n s  
s in c e  1980

0

10

s in c e  1980
( M e d ia n  y /y  c h a n g e  in  p e rc e n t; re b a s e d  a t th e  p e a k  o f th e  re c e s s io n s  = 0 )

20

- 10

0

- 40

- 30

- 20

R e c e s s io n s  with  b a n k in g  c ris is
O th e r re c e s s io n s

P
ea

k

P
ea

k+
2

P
ea

k+
4

P
ea

k+
6

P
ea

k+
8

P
ea

k+
10

P
ea

k+
12

1212

   S o u rc e : IM F  s ta ff e s tim a te s .



On averageOn average, different countries suffer , different countries suffer 
similar recessionssimilar recessionssimilar recessionssimilar recessions

Asia: Cumulative Loss in Output during Past 
Recessions since 1980 by Country Groups

8

Recessions since 1980 by Country Groups
(Median in percent, relative to peak)
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   Source: IMF staff estimates.



But export dependent economies suffer But export dependent economies suffer 
deeper output declines in export recessionsdeeper output declines in export recessionsdeeper output declines in export recessionsdeeper output declines in export recessions

Asia: Gross Domestic Product by type of Export 
Activity during 2000-01 Recession1

102
104

Activity during 2000-01 Recession
(Median, rebased at peak of the recessions=100)

96
98

100
102

h

92
94
96

k-
4

k-
2 ak +
2

+
4

High export intensity
Low export intensity

Pe
ak

Pe
ak Pe

Pe
ak

+

Pe
ak

+

   Source: IMF staff estimates.
1 I l d t i ( l di Chi d I di ) t h i i i

1414

   1 Includes countries (excluding China and India) not having recession in 
2000-01.



Because the transmission from exports to Because the transmission from exports to 
domestic demand is stronger in these countriesdomestic demand is stronger in these countriesdomestic demand is stronger in these countriesdomestic demand is stronger in these countries

Asia: Response of Real Gross Fixed Investment 
Growth to a 15 percentage point Shock to Real
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   Source: IMF staff estimates.



Asia’s Typical RecoveryAsia’s Typical Recovery
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Many recoveries in Asia have been Many recoveries in Asia have been 
investmentinvestment--lesslessinvestmentinvestment--lessless

Asia: Gross Fixed Investment during Past 
Recessions since 1980
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   Source: IMF staff estimates.



Consumption has played an important role, Consumption has played an important role, 
but only in abut only in a fewfew recoveriesrecoveriesbut only in a but only in a few few recoveriesrecoveries

Selected Asia: Private Consumption during the 
Asian Crisis
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   Source: IMF staff estimates.



Exports have been the key engineExports have been the key engine
to Asia’s recoveriesto Asia’s recoveriesto Asia s recoveriesto Asia s recoveries

Asia: Exports during Past Recessions since 1980
(Median, rebased at trough of the recessions = 100)
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   Source: IMF staff estimates.



Because recoveries have often flown on one Because recoveries have often flown on one 
engine they’ve been weaker than elsewhereengine they’ve been weaker than elsewhereengine, they ve been weaker than elsewhereengine, they ve been weaker than elsewhere

Gross Fixed Investment during Past Recessions 
since 1980
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   Source: IMF staff estimates.



Finally, deeper recessions do Finally, deeper recessions do notnot lead to lead to 
stronger recoveriesstronger recoveriesstronger recoveriesstronger recoveries

Asia: Trend GDP during Past Recessions since 
19801980
(Difference in average annualized quarterly growth between eight 
quarters before peak and eight quarters after trough of the recessions, 
median, in percent)
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   Source: IMF staff estimates.



Key Policy ConsiderationsKey Policy Considerations
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So far, banks in the region So far, banks in the region 
have remained resilienthave remained resilienthave remained resilient…have remained resilient…

Credit to Private Sector
(Seasonally adjusted, year-on-year percent change)
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   Sources: CEIC Data Company Ltd; Haver Analytics; and IMF staff 
calculations.



…but losses going forward could be large…but losses going forward could be large

Banking Sector: Expected Losses from 
Corporate Sector Distress One Year Ahead1
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   Source: IMF staff estimates. 
1 Dots represent point estimates Confidence intervals assume 80
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    Dots represent point estimates. Confidence intervals assume 80 
percent and 40 percent recovery rate in case of default. 



Hence:Hence:

Asia should strive at all costs to preserve the Asia should strive at all costs to preserve the pp
stability of core banking systems. Otherwise, stability of core banking systems. Otherwise, 
history teaches that this very deep recession history teaches that this very deep recession y y py y p
could be longer, deeper, and with more could be longer, deeper, and with more 
permanent losses.permanent losses.pp

2525



Asia cannot count on strong GAsia cannot count on strong G2 2 growth to growth to 
help support an exporthelp support an export--led recoveryled recoveryhelp support an exporthelp support an export--led recoveryled recovery
Advanced Economies: Real GDP Growth
(Q/Q percent change, SAAR)
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   Source: IMF, WEO database.



Hence: a strong macro response is key…Hence: a strong macro response is key…

Asia: Change in Fiscal Balance in Selected 
Recessions
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…but not enough…but not enough

In the mediumIn the medium--term, growth in the G2 may be term, growth in the G2 may be 
l ti d ditl ti d dit d id iless consumption and creditless consumption and credit--drivendriven

Hence, Asia will need structural reform to Hence, Asia will need structural reform to 
durably rebalance its economies, if it wants to durably rebalance its economies, if it wants to y ,y ,
maintain high rates of growth.maintain high rates of growth.
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Thank you very muchThank you very much
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