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Steady growth endures in developing Asia despite external slack. Half-year results prompt this Update to 
affirm overall growth projections published in March in Asian Development Outlook 2016. External weakness is 
offset by resilient domestic demand in large regional economies led by the People’s Republic of China, where 
policy regulates growth moderation as the economy restructures, and India, where progressive reform backs 
energetic expansion.

Risks to the outlook include continued doldrums in the industrial economies, uncertainty about their monetary 
policies affecting capital flows, and rising rhetoric against free trade. Within the region, mounting private debt 
could sour under economic shock. And natural disasters, though impossible to predict, pose ever greater risks 
in view of climate change and Asia’s outsized vulnerability.

Asian policy makers are willing partners in the global effort against climate change. But the region can and 
must go beyond current national pledges to reduce greenhouse gas emissions and hold global warming 
short of catastrophe. This Update explores the options toward achieving this vital goal, highlighting that the 
benefits to developing Asia far outweigh the costs of its transition to low-carbon growth.
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Foreword

Steady growth endures in developing Asia despite persistent weakness 
in the external environment. Strong domestic consumption and 
investment, and economic resilience in the People’s Republic of China 
(PRC) and India, compensate for the delayed pickup in growth in the 
major industrial economies of the United States (US), the euro area, and 
Japan. This Update to the Asian Development Outlook 2016 published in 
March retains the earlier forecast for regional expansion at 5.7% in both 
2016 and 2017.

The growth forecast for East Asia in 2016 is upgraded slightly 
following first-half results in the PRC that outperformed expectations. 
Strong fiscal and monetary stimulus boosted domestic demand, lifting 
growth expectations there to 6.6% in 2016 and 6.4% in 2017, a tad higher 
than anticipated in March. In South Asia, the forecasts are unchanged at 
6.9% for 2016 and 7.3% for 2017, supported by steady improvement in an 
Indian economy buoyed by reform to the banking sector, the enactment 
of value-added tax legislation, and a favorable monsoon.

On the back of strong infrastructure investment in Indonesia, 
the Philippines, and Thailand, Southeast Asia’s growth forecast is 
reaffirmed at 4.5% this year. In 2017, the subregion is expected to grow 
by 4.6% as external demand improves. Growth forecasts for Central 
Asia are cut, however, in response to persistently low global commodity 
prices and continued weakness in the Russian Federation. The Pacific 
has been buffeted by fiscal difficulties and extreme weather, similarly 
undermining its growth prospects. 

Global commodity prices are projected to recover this year and 
next. Average inflation in developing Asia is thus seen to accelerate 
gradually to 2.6% in 2016 and 2.9% in 2017. By subregion, prices will 
edge up somewhat in East Asia on higher food prices but escalate 
more substantially in Central Asia following currency depreciation. 
In contrast, inflation will be curbed in Southeast Asia as increases in 
commodity prices remain modest and gradual.

The region as a whole faces many challenges that could frustrate 
growth. The external environment is uncertain, as changes to monetary 
policy in the advanced economies, especially the US, could disrupt 
capital flows in developing Asia. Political pressures to turn back the 
clock on open trade pose a threat to the region’s exports, a particular 
concern after years of weakening external demand. This Update notes 
that, while debt in Asia is still manageable because decades of growth 
and prudent fiscal policy have kept public debt in check in most 
countries, private sector debt has risen rapidly. It could end up straining 
public sector guarantors of last resort and national budgets. 



Climate change threatens to undermine the region’s hard-won 
socioeconomic gains. Developing Asia has joined the global effort to 
contain this global threat, with 90% of regional economies embracing 
the 2015 Paris Agreement and submitting their mitigation pledges as 
intended nationally determined contributions. This is a good start, but 
all regions need to do more to achieve the Paris objective of limiting 
global mean temperature rise to no more than 2 degrees Celsius (2°C). 

The energy sector presents the best opportunity for Asia to 
transition into low-carbon growth. This can be achieved with economic 
adjustment, substantial new investment to improve energy efficiency, 
and a shift to low-carbon energy sources. The region already possesses 
much of the technology to do this, but for all economies to enjoy the 
environmental and other benefits of low-carbon growth, the transition 
must be coordinated and timely. 

The 2°C goal is achievable with a four-pronged approach that puts a 
price on carbon emissions, institutes appropriate regulations, supports 
investment in clean and efficient energy, and fosters international 
cooperation. Toward meeting this challenge, the Asian�Development 
Bank stands ready with knowledge and finance to support 
national�efforts.

TAKEHIKO NAKAO 
President 
Asian Development Bank
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