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Two meetings of the Pacific Economic Outlook group (the PEO) were held in late 1996 and early 1997. The first was in San Francisco. The second was in OSAKA on March 17/18. The final PEO report for 1997/1998 was released in June.





The San Francisco meeting is a forum for establishing a common view about factors, such as world commodity prices, which are largely exogenous to each country’s forecasts. There were six sessions in this cycle’s meeting. The first two covered the outlooks for the US and Japan, the remaining four covered world non-oil commodity prices, oil, Western Europe and the FSU.





Around 40 forecasters attended the meeting in OSAKA. All member economies were represented. The following is a brief summary of the region's outlook over the next two years as given at that meeting. Remember that the report was compiled immediately after the March meeting. The first signs of the Asian currency crisis occurred late in April.





The region’s economic growth in 1997 and 1998 was forecast to be roughly the same as in 1996 (around four per cent). This outcome was described as a “high and sustainable”. Four forces were identified as being responsible for this optimistic outcome:


expected strong uniform growth in equipment investment;


a recovery of export growth;


rising intra-regional tourism; and


fiscal consolidation, allowing (in most countries) more stimulatory monetary policies.





As for inflation, the average for the region was forecast to fall by 0.2 percentage points in 1997, and by a further 0.4 percentage points in 1998. To quote the final report ... “Monetary authorities can correctly claim victory against inflation, but they cannot end the fight. While they are responsible to prevent a resurgence, however, they are getting help from developments in the world economy. Globalization of markets is adding a new degree of competition to tradeable goods and service markets.” 





Two broad classes of risk to the forecasts were identified: political uncertainty and the possibility of financial shocks arising from large financial firms going bankrupt. Political uncertainty was judged to be greatest in Indonesia, Hong Kong, Korea, Mexico and Russia, while financial problems were judged greatest in Japan, Korea and Thailan
