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Majority of participants have now implemented ITA
expansion commitments

A lorge mojority of porticiponts in the newly-exponded
Information Technology Agreement (ITA) have now
implemented their toriff commitments under the deol, with
full implementotion on track for the neor future, delegations
were told on 1 November. Reporting on behalf of the ITA
Exponsion group to the WTO’s ITA Committee, Conadasaid
it wos pleosed to note that 18 of the 24 porticiponts in the
exponded ITA have now submitted modified toriff schedules
ond that others were on track to do so. In summory,
implementation of the ogreement is well advonced, with
porticiponts on track to secure full implementotion in the
neor future.

The ogreement received a mojor boost on 26 October 2016
when China submitted its ITA exponsion commitments to
WTO Director-Generol Roberto Azevédo for inclusion in its
WTO schedule of concessions. Chino’s commitments were
rotified by the country’s Stonding Committee of the National
People’s Congress on 3 September 2016, ond China storted
implementing its first toriff cuts on covered goods from 15
September 2016.

Conoda soid it wos also pleased to report that Macoo, China,
has initioted the process to join the exponded ITA and thot it
wos currently working on its droft schedule. Other WTO
members have expressed on interest in joining the exponded
ITA in the near future, Conado. said. The exponsion of the
ITA, ogreed of the Nairobi Ministeriol Conference in
December 2015, eliminotes toriffs on products volued ot
over $1.3 trillion in onnual trade. These are in addition to the
products covered under the original ITA concluded in
December 1996, which accounted for on estimoted $1.6
trillion in global trade in 2013.

The exponded ITA wos concluded by 24 participants
representing 53 WTO members, but the benefits are being
extended to oll 164 WTO members, meoning they will all
enjoy duty-free occess to the morkets of the members
eliminating toriffs on these products.

The new deal provides for the eliminotion of import toriffs
ond other duties ond chorges on on additionol 201 new—
generation information ond communicotion technology
products either immediotely or progressively over three
years. By 2019, it is estimoted thot 95.4 per cent of
porticiponts’ import duties on these products will be fully

eliminoted, with toriffs remaining on o small ronge of
products to be completely removed by 2021 or 2023 ot the
lotest.

USA Monetary Growth

CFS Divisio M4 releose highlights o meoningful
acceleration of growth in monetary ond finoncial
oggregates. A steody advonce of CFS mongtory dota since
the beginning of the yeor suggests either the economy is
springing back to life, inflation is moving higher, or somg
combination of the two.CFS Divisia M4 —the broodest ond
most importont meosure of mongy — grew by 5.8% in
October 2016 on a yeor-over-yeor basis versus 5.4% in
September ond 4.0% ot the beginning of the year
Importontly, growth in the narrow oggregote CFS Divisio
M2 advanced by o stunning 7.9% on a yeor-over-yeor bosis
in October. Regulatory and global macro cross currents ore
reshaping the finoncial system. The impact of these brood
chonges readily explains the divergence between the brood
ond norrow oggregotes.

Proposal for e-commerce discussions draws interest

Chino ond Pokiston’s proposed opprooch to e-commerce
discussions drew interest of the 17 November meeting of the
WTO Goods Council. Over 20 members took the floor, with
mony emphaosizing the importonce of delivering on outcome
for nextyeor’s Ministerial Conference.

Chino, introducing the proposal, soid thot discussions
should focus on the promotion ond focilitotion of cross—
border trade in goods enobled by the Internet. It said
discussions could also include services directly supporting
this, such os payment ond logistic services. Discussions
should not leod to new morket access commitments, China
soid, adding thot the needs of developing countries should be
reflected in ony outcomes. Priority should be given to “gosy
issues”, with o focus on realizing “pragmatic progress” ot
the 11th Ministeriol Conference (MC11) to be held in
December2017, Chinasaid.

Pokiston meonwhile soid it wos ready to engoge with other
WTO members to continue work on e-commerce.

Chino. ond Pokiston’s proposol wos well received by
delegations ond provoked comments from 22 members.
Several affirmed the importonce of working towords
delivering outcomes ot MC11. There was olso support for
incorporating the needs ond concerns of developing country
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members in the deliberations. Some members emphosized
the importonce of maintaining discussions on other ospects
of e-commerce, such os onling trade in services os well os
commitments for consumer protection, doto privocy, ond
intellectual property rights. Several delegations said there is
aneed to moke permonent the moratorium on customs duties
on glectronic tronsmissions instead of continuing with the
current proctice of rengwing the morotorium every two
yeoars. Some soid thot toxotion issues contained in Chinoond
Pokiston’s proposal were outside the scope of the WTO.

A number of delegotions soid negotiations should continue
in ling with the Work Progromme on E-Commerce approved
in 1998, which colls on members to examing in mondoted
WTO bodigs the trade-related e-commerce issues reloting to
goods, services, intellectual property ond the needs of
developing countrigs. China soid that their proposoal intends
that discussions, ot the present stoge, should be based on the
existing mondote.

At their 10th Ministerial Conference in Nairobi lost
December, trade ministers ogreed to continue work under
the WTO’s existing Work Progromme on Elgctronic
Commerce. They olso instructed the Generol Council to
hold periodic reviews, based on the discussions in the Goods
Council and other WTO bodies, in its sessions of July and
December 2016 ond July 2017 ond to report back to the next
Ministeriol Conference.

To odvonce the e-commerce discussions, China soid o
seminor on g-commerce ond trode in goods should be
orgonized under the ouspices of the Council for Trade in
Goods. Several members supported holding ajoint informoal
meeting of the mandoted WTO bodies

OECD Economic Outlook

The projections in this Economic Outlook offer the prospect
that fiscol initiotives could cotolyse privote economic
activity ond push the global economy to the modestly higher
growth rate of around 3% per cent by 2018. Duroble exit
from the low—growth trop depends on policy choices beyond
those of the monetory outhorities — thot is, of fiscol ond
structurol, including trade policies — as well os on concerted
ond effective implementation. Collective fiscal action
undertoken by oll countries, including o more exponsionary
stonce thon plonned in mony countries in Europe, would
support domestic ond global growth even for those
economies, who by virtue of specific circumstonces, need to
consolidate their fiscal positions or pursue o more neutrol
stonce.

Trump and the Stock Market

The decling in the Americon stock moarket, on news of a
norrowing in the poll gop between Hillory Clinton ond
Donold Trump. A combinotion of Mr. Trump’s odverse
policy proposoals on trode, foreign policy ond the Federal
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Reserve, and uncertointy obout how much of this agenda
would get through Congress, would hit equities hard were he
to be elected.

But whot about the dollarl The picture is for from cleor. Over
the last 24 hours, Americo’s currency hos lost ground agoinst
the Swiss franc, guro, yen ond sterling but goined agoinst
emerging market currencies like the Mexicon peso ond
Brozilion real. That mokes some sense. A Trump victory
would moke international investors less confident about the
direction of Americon economic policy. This in turn might
lead to the Fed being less willing to tighten rotes in
December, onother reason for the dollar to weoken.

On the other hond, Mr Trump’s trade policies—tearing up
NAFTA ond threatening toriffs—would, if implemented
have on adverse impoct on mony emerging morkets. That is
why the Mexicon peso hos been the most sensitive currency
to his opinion poll rating. His other hints about downplaying
Americo’s militory ollionces in Asio, ond its role in NATO,
would also hit EM currencies. Furthermore, ong Trump
policy—encouraging, or forcing, foreign multinationals to
repotriate their overseos earnings—might eventuolly lead to
dollor strength.

It is the “exorbitont privilege” of Americothot it is the global
reserve currency ond con benefit from a flight to safety, even
when (os during the 2008 subprime crisis), it is the place that
has coused the shock. Americons who had invested overseos
might bring their mongy home. So the trade-weighted dollor
might not be too badly hit by a Trump win .But if the dollor
falls boack against developed world currencies, those nations
won’t be happy os that will, in effect, be atightening of their
own monetory policy. That might couse the ECB ond Bonk
of Jopon to indulge in a further round of monetory €asing.
The prospect of that merry-go-round continuing maoy
exploin why gold is up more than 20% this yeor.

Global Economy: Low Growth Trap

For the lost five years the globol economy hos been in alow—
growth trap, with growth disoppointingly low ond stuck ot
around 3 per cent per yeor. Persistent growth shortfolls hoave
weighed on future output expectations ond thereby reduced
current spending ond potential output goins. Around the
world, privote investment has been weok, public investment
hos slowed, ond global trade growth hos collopsed, all of
which have limited the improvements in employment,
lobour productivity ond woges needed to support sustainoble
gains in living stondords. Overall, a slowdown in structurol
policy ombition ond policy incoherence have slowed
busingss dynomism, tropped resources in unproductive
firms, weokened finonciol institutions ond undermined
productivity growth. In the foce of these limited prospects,
the OECD hos orgued in previous Economic Outlooks that
fiscal, mongtory ond structural policies need to be deployed
comprehensively ond collectively for economies to grow
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sufficiently to make good on promises to their citizens. The
projections in this Economic Outlook offer the prospect thot
fiscal initiatives could cotolyse private economic octivity
ond push the global economy to the modestly higher growth
rate of around 3% per cent by 2018. Duroble exit from the
low—growth trap depends on policy choices beyond those of
the monetory authorities — that is, of fiscal ond structural,
including trode policies — os well as on concerted ond
effective implementation. Collective fiscal action
undertoken by oll countries, including o more expoansionary
stonce thon plonned in mony countries in Europe, would
support domestic ond global growth even for those
economies, who by virtue of specific circumstonces, need to
consolidate their fiscal positions or pursue a more neutrol
stonce. Some might orgue that there is no spoce for such
fiscal initiotives, given the heavy public debt burden in
mony economigs. In foct, following five yeors of intense
fiscal consolidation, debt-toGDP rotios in most advonced
countries hove flottened. Tt is post time to focus on
exponding the denominator — GDP growth. This Economic
Outlook orgues that the current conjuncture of

extraordinorily accommodotive monetory policy with very
low interest rates opens o window of opportunity to deploy
fiscal initiatives. Fiscol spoce has been created by lower
interest poyments on rolled-over debt, which olso increoses
gouges of morket access ond of debt sustoinobility. On
average, OECD economies could deploy deficit—finonced
fiscal initiatives for three to four years, while still leaving
debt-to-GDP rotios unchonged in the long term. A front—
loaded effort could allow deficit finonce to toper sooner ond
put the debt-to-GDP ratio sustainably on o downward path.
The key is to deploy the right kind of fiscal initiotives thot
support demond in the short run ond supply in the long run
ond oddress not just growth chollenges but also inequality
concerns. These include soft investments in education ond
R&D along with hord investment in public infrostructures.
Such fiscal initiatives would improve outcomes for demond
ond supply potentiol even more for economies suffering
from long-term unemployment, when undertoken
collectively, ond when fiscal initiotives are complemented
by country-specific structurol policies put together in o
coherent packoge.
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