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NEAR EAST AND AFRICA
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inflation will amount here to 3.3 percent, which is
low for Eastern European standards but still signifi-
cantly higher than in Western Europe. In Asia, the
expected stabilization of consumer prices in the
course of next six months will result in an inflation
rate of 2.0 percent on average for 2009, which is
slightly higher than the rate expected in the previ-
ous survey (1.9 percent).

Thus, the new data confirm our view that despite the
clear disinflation trend, which is still prevailing for
the time being in the majority of countries, there are
no signs of a deflationary danger in the major
regions of the world, though the average inflation
figure in 2009 might be negative in some countries
(e.g. Ireland, Estonia, Japan and Taiwan).

In the euro area the lowest inflation rates in 2009 are
expected again in the former high-inflation country
Ireland (– 2.6 percent) as well as in Portugal (0.3 per-
cent) and Spain (0.3 percent). Also in France the
expected 2009 inflation rate of 0.4 percent is well
below the euro area average of 0.7 percent. In the
majority of the other euro countries the inflation rate
in 2009 is expected to be close to 1 percent, with only
Slovakia (1.8 percent), Cyprus (1.8 percent) and
Greece (1.6 percent) showing a somewhat stronger
inflation trend.

In Western Europe outside the euro area, inflation
expectations for 2009 are – as in previous years –
particularly low in Switzerland (0.6 percent) and in
Sweden (0.3 percent). In the UK inflation expecta-
tions for 2009 picked up slightly from 1.2 percent in
the previous survey to 1.4 percent now.

In the United States inflation expectations on aver-
age for 2009 remained at a very moderate 1.3 per-
cent, compared with a reported rate of almost 4 per-
cent in 2008. A similar picture as in the USA charac-
terizes Canada, where the 2009 inflation is not
expected to exceed 1.2 percent, compared with an
inflation rate of 2.5 percent in 2008.

In Asia consumer price inflation rate in 2009 is
seen by WES experts only slightly higher than in
the April survey (2.0 percent compared with
1.9 percent in April). The marginal increase is
mainly caused by higher inflation expectations in
India (4.5 percent compared with 3.6 percent in
the April survey), Malaysia (3.7 percent compared
to 2.8 percent), Singapore (3.0 percent compared
to 1.3 percent) and Thailand (1.7 percent com-

pared to 0 percent). On the other hand inflation
expectations for 2009 declined significantly in
China (from 2.3 percent in April to 0.6 percent)
and Hong Kong (0.6 percent after 1.4 percent in
April). Also in Pakistan and Sri Lanka inflation
expectations slowed down somewhat, but re-
mained at a very high level (14.0 percent respec-
tively 12.0 percent). In Vietnam inflation expecta-
tions for 2009 remained unchanged at a high level
of 9.3 percent. Only in Japan will a moderately
deflationary price trend prevail also in coming
months which will result in a negative inflation fig-
ure of – 0.3 percent in 2009. In Taiwan as well the
2009 inflation figure will be slightly negative 
(– 0.2 percent). However, here – unlike Japan – the
inflation trend is expected to pick up moderately
in the next six months.

In Central and Eastern Europe inflation in 2009 is
seen at 3.3 percent which is still substantial but mod-
erately lower than in the April survey of this year
(3.5 percent) and significantly lower than in 2008
(6.2 percent). The slow-down is particularly pro-
nounced in Estonia (– 0.7 percent after an expected
1.7 percent in April 2009 and reported 9.9 percent in
2008).

Inflation in the CIS countries continues to be
among the highest in the world. In Russia inflation
expectations for 2009 remained almost unchanged
at last year’s rate (13.0 percent compared with
14.0 percent) and also in Kazakhstan at 10.0 per-
cent it will reach almost the same intensity as in
2008 (11.0 percent). A similar picture arises in the
Ukraine where inflation expectations for 2009 are
at 15.0 percent only marginally lower than the
reported inflation rate for 2008 (21.0 percent). A
significant success in fighting inflation was inhibit-
ed in most of these countries, mainly by the deval-
uation of their currencies which made imports
more expensive.

Also in Latin America 2009 inflation expectations
declined only slightly (from 8.1 percent in April 2009
to now 7.7 percent). Inflation expectations for 2009
remained high particularly in Argentina (14.5 per-
cent) as well as Trinidad and Tobago (11.0 percent).
In Bolivia inflation expectations for 2009 declined
significantly from 10.0 percent to 4.9 percent and
remain almost stable in Brazil (4.4 percent) and
Mexico (5.6 percent). By far the highest inflation
rate in the region will continue in Venezuela

(30.0 percent).
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Also in the Near East inflation
will remain high in 2009
(7.4 percent) This is only mod-
erately lower than the rate
expected in the previous survey
(8.4 percent). The main excep-
tion in the region where infla-
tion expectations remains
rather low, though slightly high-
er than in the April survey, is
Israel (2.3 percent after 1.4 per-
cent). On the other hand in
Iran – as in Venezuela – a high
inflation rate (25.0 percent)
will remain a significant obsta-
cle for economy.

In Oceania inflation expectations for 2009 declined
moderately in New Zealand (from 2.4 percent to 1.9
percent) and remain unchanged in Australia (2.3
percent).

In Africa inflation remains high but is slowing down
somewhat (8.4 percent compared with 8.9 percent
in the previous survey). In Zimbabwe the hyper
inflation period had finally come to an end but the
new price estimates for 2009 point already again to
a pickup of inflation (9.4 percent compared to
4.4 percent expected by WES experts in April
2009). In South Africa, the largest economy in the
continent, inflation appears to be stabilizing
between 7 percent and 8 percent. Inflation in Kenya

is expected to slow down somewhat but with esti-
mated 16 percent it still poses a great problem. Also
in Nigeria inflation in 2009 is still expected to be
double digit (15 percent).

Euro appears overvalued

Whereas the US dollar as well as the Japanese yen

and the British pound appear to be close to their
equilibrium values the euro was seen by more WES
experts than in the previous survey as overvalued
(see Figure 11). The euro is assessed as overvalued –
compared with the counties’ own currency – particu-
larly in Eastern European countries and here espe-
cially in Hungary, Latvia and Romania.

The answers to a supplementary survey question on
the likely development of the US dollar in the next
six months, regardless how currencies are assessed
from a fundamental point, signal on a worldwide

average a stable US dollar in the coming months.
However, behind this average there are diverging
trends: An expected weakening of the US dollar in
Asia, Eastern Europe, Canada and Australia con-
trasts with an expected increase of the value of the
US dollar in CIS countries, Africa and the Near

East. In Western Europe and for Latin America on
average the value of the US dollar – in comparison
to the countries’ own currencies – is expected to
remain largely stable in the course of the next six
months.

Increase of long-term interest rates expected

Whereas short-term interest rates on a worldwide
average are expected to decline further, the future
trend of long-term interest rates is clearly up (see
Figure 12). However, there are differences from this
overall trend by country: In North America – both
the USA and Canada – short and long-term interest

rates are expected to increase in coming six months.
This can be attributed to the more advanced state
of economic recovery in North America. In Asia,
despite also clear signs of economic recovery short-

term interest rates are seen by WES experts to
remain stable in coming six months and only long
term rates are expected to start rising. On the other
hand, in Eastern Europe, CIS countries as well as
Latin American countries and the Near East, here
particularly Turkey, both short and long-term inter-

est rates are expected to decline further in coming
months. In Africa, both short and long-term interest

rates will remain more or less stable in the course of
the coming six months, according to the WES
experts’ view.

Figure 11
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Figure 12

ACTUAL SHORT-TERM INTEREST RATES AND EXPECTED TREND

FOR THE NEXT 6 MONTHS (QUARTERLY DATA)



WES 3/200923

ICC Special Question: Corruption and the
financial crisis

This surveys’ ICC special topic focused on the
question: What will be the impact of the global
recession on businesses’ efforts to comply with
anti-corruption measures? The answers of WES
experts to this question differ considerably by
country: In most countries the majority of WES
experts think that the global recession will not
affect businesses’ compliance practices relating to
anti-corruption (see Figure 13). However, there is
also a significant number of experts who think that
the economic crisis will change businesses behavior
in one or the other direction. In Vietnam (75 per-
cent), United Arab Emirates (63 percent), Latvia

(50 percent), South Africa (50 percent), Pakistan

(50 percent), Serbia-Montenegro (50 percent),
Canada (38 percent) and Spain (38 percent) the
majority or at least a significant part of surveyed
economists think that the financial crisis will make
businesses reinforce their efforts to fight corrup-
tion. In contrast in Argentina (55 percent), Turkey

(50 percent), South Korea (50 percent), Romania

(45 percent), Portugal (45 percent), Taiwan (44 per-
cent), Bulgaria (44 percent), Peru (33 percent) and
Paraguay (29 percent) a considerable proportion of
experts think that businesses will relax their anti-
corruption measures in the aftermath of the finan-
cial and economic crisis.

Figure 13
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