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Key Messages
Developing Asia will continue steady growth of 7.5% in 2011 
and 2012 if industrial economies do not fall into double dip
Inflation is still a continuing concern and will be higher than 
expected at 5.8% in 2011
Asia’s strong growth masks heterogeneity in the region in 
poverty and inequality reduction
To adjust to the sluggish global economy, Asia needs to 
accelerate structural reforms for promoting rebalancing and 
price stability
Developing Asia must prepare for demographic transitions 
over the medium term

Presenter
Presentation Notes
Good morning. Thanks for attending this press conference and I am honored to be here to present the Asian Development Outlook Update 2011. Let me first run through the key messages of my presentation:As you know, uncertainties in the global economy are growing and the slowdown of industrial economies will definitely moderate Asia’s growth in the second half of this year and beyond.But we expect developing  Asia to continue its steady growth and to record rates of 7.5% in 2011 and 2012, a slight downward adjustment from our March forecasts of 7.8% and 7.7% respectively. However, inflation is a continuing concern. Due to rising commodity inflation, price increases in the region were a lot higher than we expected, and we revise our inflation forecast upward from 5.3% to 5.8% in 2011. [We keep our inflation forecast for 2012 at 4.6%.]Behind Asia’s strong growth is rising inequality in income and  non-income indicators.To compensate for the moderation of growth in industrial countries, Asia has to press forward with structural reform in cultivating domestic demand, promoting price stability, and fostering inclusive growth.One of the important structural reforms that Asian policy makers need to prepare for is demographic transition, which is the topic of our theme chapter this year.
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GDP growth (%) 2011 2012
ADO 2011 Update ADO 2011 Update

Major industrial 
economies

2.1 1.3 2.1 2.0

United States 2.8 1.6 2.6 2.2

Japan 1.5 -0.5 1.8 2.8

Eurozone 1.6 1.7 1.6 1.3

Anemic growth in major industrial 
economies…

Presenter
Presentation Notes
The slowdown in growth in the major industrial economies has been more severe than foreseen in ADO 2011 in April this year. Relative to 2010, the expansion of GDP in the major industrial countries is projected to slow to 1.3% in 2011 and to 2.0% in 2012. Slow growth in private domestic demand and fiscal consolidation efforts have clouded the optimism about the strength of the global economy. GDP growth		2010	2011 Q1	2011 Q2US		3.0	0.4 	1.0 Japan		4.0	-3.7	-2.1Eurozone		1.7	3.1	0.6In the US, spending cuts have already materialized and more cuts are expected over the forecast period. GDP growth is projected to be lower at 1.6% in 2011 and 2.2% in 2012.Japan’s GDP dynamics for 2011 and 2012 are driven by the destructive effects of the March 2011 earthquake and the subsequent policy response. The growth forecast for 2011 is set at -0.5% for 2011 and 2.8% for 2012.In the eurozone, with the uncertain impact of the ongoing sovereign debt difficulties and little likelihood of further fiscal stimulus, it should settle back to its slower pre-crisis quarterly growth rates in 2012 that are characteristic of longer-term trends. This will lead to slower annual growth of 1.3% in 2012. Yet despite the expected sluggishness, the Update  does not envisage a double-dip recession.  World trade is expected to return to its trend growth, currently projected at 6.5% for 2011, supported by GDP growth in the emerging market economies in developing Asia and Latin America. With price increases for commodities slowing, inflation in the major industrial countries will be low and stable over the forecast horizon (2.2% in 2011 and 1.8% in 2012). [*NOTE: Our forecasts is also in line with the Interim Projections released by OECD (released on 8 September). They expect weakness in 2nd half of 2011 due to continuing concerns over the fiscal policy in the US, the sovereign debt crisis in some countries of the euro area, and fewer government options to boost growth.But their June outlook forecast a higher growth  for the US in 2011 and 2012,  at 2.6%  and 3.1%, respectively;  and a much deeper drop for Japan in 2011 (-0.9%) and a milder recovery in 2012 (2.2%). (September outlook is yet to be released.)GDP growth 	2010 	2011	 2012    US	2.9  	2.6  	3.1         Japan 	4.0 	-0.9	2.2  Eurozone	1.7	2.0	2.0 ]
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…but steady growth expected in 
developing Asia…
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Presenter
Presentation Notes
Despite this moderation in industrial countries, strong domestic demand and intraregional trade are likely to sustain the region’s growth momentum. Growth is forecast to reach 7.5% in 2011 and 2012, down slightly from April’s Asian Development Outlook 2011 projections of 7.8% in 2011 and 7.7% in 2012.Even during the height of the 2008-2009 global financial crisis, Developing Asia performed relatively well: The larger economies, such as PRC  and India fared better. 		2008	2009Developing Asia		6.7%	6.0%PRC		9.6% 	9.2% India 		6.9% 	8.0%
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…which is widely distributed across 
subregions
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Presenter
Presentation Notes
All subregions posted solid growth in the first half of the year. While continued momentum in the two largest economies—the PRC and India—is driving the overall trend, the growth momentum is distributed widely across the region. East Asia is forecast to grow the fastest over the full year, followed by South Asia.
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Subregional growth rates
Subregion/ Economy 2010 2011 2012

ADO 2011 Update ADO 2011 Update
Developing Asia 9.0 7.8 7.5 7.7 7.5

Central Asia 6.6 6.7 6.1 6.9 6.6
East Asia 9.6 8.4 8.1 8.1 8.0

China, People’s Rep. of 10.3 9.6 9.3 9.2 9.1
Hong Kong, China 7.0 5.0 5.5 4.7 4.7
Korea, Rep. of 6.2 4.6 4.3 4.6 4.3
Taipei,China 10.9 4.8 4.8 5.0 4.7

South Asia 7.9 7.5 7.2 8.1 7.7
India 8.5 8.2 7.9 8.8 8.3
Pakistan 3.8 2.5 2.4 3.7 3.7

Presenter
Presentation Notes
Central Asia is profiting from resource and remittance booms. Most countries are performing well due to favorable export prices (oil, gas, metals, and cotton) and strongly revived remittances. Unforeseen technical difficulties in Azerbaijan have hit oil production in 2011, bringing down the subregional growth forecast to 6.1% in 2011 and 6.6% in 2012 (from 6.7% and 6.9% in ADO 2011). East Asia will again be the fastest-growing subregion. Aggregate growth in the five economies in 2011 is now forecast at 8.1%, trimmed from April’s 8.4%, mainly owing to a slight reduction in the projection for the PRC (from 9.6% to 9.3%). Growth in the subregion’s largest  economy has moderated as a result of monetary tightening to curb inflation coupled with softening external demand, but the economy is still set to expand by a robust 9.1% in 2012. The forecast for the Republic of Korea, the second-biggest economy in East Asia, is clipped, too. Next year, the subregional pace should manage a robust 8.0% in spite of mild easing in the PRC’s growth.Combating inflation slowed South Asian growth. Despite firm tightening of monetary policies, inflation stayed high in 2011. Escalating food prices were the worry for most countries, risking a spillover into wage-price spirals. In India, 2011’s growth is now put at 7.9%, as higher interest rates crimped consumer spending and trimmed investment. Still, favorable export prices kept growth brisk in Bangladesh and Sri Lanka. Pakistan—the weakest GDP performer in 2009 and 2010, and likely this year, too—has yet to break out of its low-growth straitjacket. Dominated by India, the forecast for subregional inflation is revised up to 9.1% while that for subregional growth is revised down to 7.2%. In 2012, growth is seen edging up to 7.7% (though down from the ADO 2011 forecast), again largely influenced by India.
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Subregion/ Economy 2010 2011 2012

ADO 2011 Update ADO 2011 Update
Developing Asia 9.0 7.8 7.5 7.7 7.5

Southeast Asia 7.9 5.5 5.4 5.7 5.6

Indonesia 6.1 6.4 6.6 6.7 6.8

Malaysia 7.2 5.3 4.8 5.3 5.1

Philippines 7.6 5.0 4.7 5.3 5.1

Singapore 14.5 5.5 5.5 4.8 4.8

Thailand 7.8 4.5 4.0 4.8 4.5

Viet Nam 6.8 6.1 5.8 6.7 6.5

The Pacific 5.7 6.3 6.4 5.4 5.5

Subregional growth rates

Presenter
Presentation Notes
Southeast Asia’s growth is underpinned by generally robust private consumption and investment. Solid domestic demand is  supported by rising employment and buoyant global prices for export commodities. The growth forecast for Indonesia, the biggest subregional economy, is edged up from April. This is offset by a pruning of projections for Malaysia, the Philippines, Thailand, and Viet Nam such that  subregional growth for 2011 of 5.4% is a touch off from the April forecast.High growth in resource-rich Pacific economies masks low growth in the rest. As expected, Papua New Guinea and Timor-Leste are benefiting from their resources of oil and natural gas, and Solomon Islands from its logging and gold. The forecast for aggregate growth is raised slightly to 6.4% in 2011, owing to a modest improvement in the outlook for Fiji, which outweighs downgrades in growth forecasts for Cook Islands and Vanuatu. Outside the resource-rich economies, however, growth remains subdued. In 2012, Papua New Guinea’s expansion rate is still projected to moderate, bringing down aggregate Pacific growth to 5.5%.
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Domestic demand is playing an 
important role…
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Presenter
Presentation Notes
The region is diversifying its sources of growth, with private domestic demand firming. During the worst of the crisis in 2009, public spending stepped in to offset the drop in private consumption and investment. Since 2010, there have been signs that more durable sources of growth are coming to the fore. Rising private consumption accounted for most of first-half 2011 GDP growth in Hong Kong, China; Malaysia; the Philippines; and Thailand, as well as a large portion of growth in other economies.For the PRC, fixed asset investment remained the main engine of growth, expanding by 25.6% in nominal terms in the first half of 2011. Although slower to recover than private consumption, fixed capital investment recovered in 2010, and was a strong contributor to first-half growth in Indonesia, Malaysia, and the Philippines. For India, private consumption and net exports were the main drivers accounting for nearly 3 quarters of growth in FY2010. In the first quarter of FY2011, fixed investment expanded by 7.9% while exports stayed strong. The strength of private domestic demand bodes well for more durable, market-led growth in the region.
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…and intraregional trade is on the 
rise
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Presenter
Presentation Notes
Intraregional trade is picking up, which may make the region more resilient to external shocks. Underpinned by the PRC’s central role, trade among developing Asian economies is on the rise. Intraregional exports among the largest economies in the region increased from 42% of their total exports in 2007—before the global recession—to 47% in the first half of 2011. These expanding trade links provide further confidence that the region’s momentum can continue.
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Inflation is still a concern…
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Presenter
Presentation Notes
Price pressures intensified in the first 6-8 months of the year with the rapid growth in the region and the rise in international commodity prices.In particular, inflation in Viet Nam accelerated sharply in first half of 2011 reaching 23% (yoy) in August due to steep rise in food prices and hikes  in administered prices of fuel and electricity.For Tajikistan, the 13.4% rise in prices in June is mainly due to the sharp rise in food and oil prices. Fuel prices were up by two-fifths, in part due to an oil export tax imposed by the Russian Federation.  Price of staple food wheat jumped by more than half.Prices in Pakistan remain elevated due to a mix of factors: effects of the summer 2010 floods, food supply shortages and higher transport costs.
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…with pressures from commodity 
prices...
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Presenter
Presentation Notes
Higher international commodity prices have translated to higher domestic prices. Energy prices. Energy prices for the first 8 months of the year have risen by 34%. Robust growth in emerging economies and an optimistic global outlook pushed up oil demand, whereas supply disruptions in Libya and, more important, wider geopolitical concerns about political and economic stability in the Middle East hit actual and expected global oil supply. due to the In line with movements in the overall price index for agricultural goods, food prices have been picking up sharply since their 2009 trough. Supply has been constrained by increased production costs (on higher fuel prices) and adverse weather. Crop failures in Australia, Europe, North America, and Argentina in the second half of 2010 continue to have some effect on prices. 1. Petroleum Crude Prices (average nominal price of Brent,WTI,Dubai)Jan-Aug 2010 : $77/barrelJan-Aug 2011 : $105/barrelPercent % : 36%2. Food Inflation (Jan-Aug 2011 vs Jan-Aug 2010) : 34%Wheat prices (Benchmark price, US HRW)Jan-Aug 2010 : $195/mtJan-Aug 2011 : $330/mtPercent % : 69%Corn (Benchmark price, US Corn #2, yellow)Jan-Aug 2010 : $163/mtJan-Aug 2011 : $300/mtPercent % : 84%Rice (Benchmark price, Thai 100% B)Jan-Aug 2010 : $514/mtJan-Aug 2011 : $535/mtPercent % : 4%
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…pushing inflation higher than 
previously forecast
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Presenter
Presentation Notes
Inflation is expected to hit 5.8%, up from a forecast 5.3% in ADO 2011 given the higher-than-expected world commodity price that have pass-through effects domestically. Inflation next year is forecast to stay relatively high, at 4.6%, with large variations across countries. A leveling off of global commodity price rises is expected to offer some respite, but authorities in the region must be prepared to respond to internal price pressures in order to maintain macroeconomic stability.
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Real interest rates have turned 
negative …
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Presenter
Presentation Notes
Real interest rates have been declining throughout the region since early 2010 and have turned negative during the second quarter of 2011 in several Asian economies. Despite catching up with these developments in the first half of 2011, more monetary tightening may need to follow to keep inflation under control and to preserve the public’s trust in the central bank’s ability and commitment to control inflation. This would require further tightening, particularly as output gaps in the region narrow. Asian policy makers must thus remain vigilant about continued inflationary pressures.
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… and capital inflows are slowing
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Presenter
Presentation Notes
Capital is still flowing in, but more slowly. Inflows picked up sharply after developing Asia’s economy rebounded strongly in the second half of 2009 and stayed solid through 2010. But the rate of inflows has since moderated as fears of slower growth in advanced economies, concerns over the path of fiscal consolidation in the United States, and anxiety over European sovereign debt problems intensified in the second quarter of 2011.
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Two competing forces:
 Lure of developing Asia’s strong fundamentals
 Reduction in investors’ risk appetite due to uncertainty in the 

global environment 
Policy makers need to prepare for more volatile capital 
flows
 Well-targeted measures to improve financial supervision and 

regulatory rules;
 More flexible exchange-rate regimes; and
 Selective and carefully designed temporary capital control 

measures

Volatility will increase because of a 
mix of factors

Presenter
Presentation Notes
It is difficult to accurately predict the movement of capital flows given two competing forces: (1) and the lure of developing Asia’s strong fundamentals and (2) uncertainty in the global environment reducing investors’ risk appetite. Either way, regional policy makers need to prepare for more volatile capital flows. Well-targeted measures to improve financial supervision and regulatory rules would be appropriate. More flexible exchange-rate regimes could also help to provide an automatic filter to fend off speculative short-term capital inflows. In addition, imposing  selective and carefully designed temporary capital control measures that are conducted in a regionally coordinated manner could be part of the policy mix.
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Uncertain outlook in major industrial 
economies
Persistent inflation
Structural reforms such as rebalancing, 
addressing inclusive growth, and meeting 
the challenge of demographic transitions 
are critical

Risks to the outlook highlight need 
for reforms

Presenter
Presentation Notes
Our forecast is subject to a number of risks. The downside risks are concentrated in the uncertainty of the outlook in industrialized countries, where recovery is still fragile. Perhaps the most immediate of those risks is the sovereign debt problems facing the eurozone’s periphery countries. Persistent and high inflation will remain a risk, especially with a resurgence in escalation of world commodity prices.Crucial structural reforms must be implemented accordingly. Failure to make necessary adjustments will run the risk of protracted growth in the region.In addition, inability to address the challenges of demographic transitions in the medium term could lead to a forfeiture of the gains reaped during the last few decades.Nevertheless, Asia has sufficient room to cope with these risks. The experience during the recent global financial crisis highlighted Asia’s ability to implement countercyclical policy to limit the adverse effects of the global slowdown. 
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Behind the rosy picture…

Presenter
Presentation Notes
The theme chapter of this year’s ADO is Preparing for Demographic Transition.Developing Asia’s demographic shift toward older populations will have significant ramifications for the region’s economic growth and old age support.This chapter explores those ramifications, and the region’s policy options for preparing for demographic change.
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Asia achieved rapid growth…
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Presenter
Presentation Notes
Developing Asia achieved rapid economic growth during the last 20 years. The region’s annual average GDP growth was remarkable, significantly outperforming other regions of the world. Within Developing Asia, however, growth has been uneven. OCR countries grew at an average of 7.8% per year, ADF-blend countries by an average of 5.0%, and ADF-only countries by an average of 4.1%.
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…but inequality is rising…
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…and achievements in non-
income MDG targets uneven
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Presenter
Presentation Notes
While more than half of the countries in the region are on track to meet a number of the MDG targets, there are still a number of quantifiable targets where the majority of countries have a moderate to poor probability of meeting the targets based on a set of 24 countries.Still many countries have made substantial progress in reducing deaths of both mothers and babies and many lives have been saved even though most countries fall short of these targets.[Reports straight average percents of country (not weighted by population).][Performance of countries is based on a model that predicts whether a country will achieve a target by 2015].
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Asia’s quality of employment 
is lagging far behind
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Presenter
Presentation Notes
Yet, as we can see from these charts overall Asian informal employment remains much higher than other regions at 67% of overall employment.  In fact, informal employment in Developing Asia is almost twice as high as that of Latin America and the Caribbean.
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Presenter
Presentation Notes
The rapid growth led to significant declines in poverty. At the $2-a-day poverty line, the number of poor declined from 2.02 billion in 2002 to 1.8 billion in 2005, and further to 1.63 billion in 2008 – a reduction of 11% and 9%, respectively. At the $1.25-a-day poverty line (measuring extreme poverty), the number of poor fell from 1.11 billion in 2002 to 903 million in 2005, further to 753 million in 2008 – a reduction of 19% and 17%, respectively.
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Head count ratio (HCR) 
decreased...
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Presenter
Presentation Notes
In terms of the head count ratio, that is the proportion of poor in total population, there is also a noticeable decline. From 63% in 2002, it fell to 54% in 2005, and then to 47% in 2008 at the $2-a-day poverty line. At the $1.25-a-day poverty line, the headcount ratio declined from 34% to 27%, and then to 22% during the same period. The reduction was more significant in the case of extreme poverty.
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Presenter
Presentation Notes
But we also observe that the pace of poverty reduction has been slowing in recent years. During 2002-2005, the annual reduction in HCR was 2.5 percentage points; it declined to 1.7 percentage points during 2005-2008; and we believe it had declined further to 1.6 percentage points from 2008 to 2009, and to 1.5 percentage points from 2009 to 2010, based on our projections, due to the global economic crisis.
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Poverty reduction is uneven and 
limited in poorer countries...
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Presenter
Presentation Notes
Across countries, poverty reduction was uneven, and more limited in poorer countries. Among ADB’s three borrowing groups, the decline in the number of poor during 2005-2008 was the most pronounced for OCR DMCs, at 17%; this was followed by ADF-blend DMCs, at 15%; and ADF-only DMCs lagged far behind, at only 7%.
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Presenter
Presentation Notes
However, the 7% reduction in HCR of ADF-Only DMCs masks the heterogeneity across this group. We see large variations in poverty reduction among the ADF-only DMCs.In fact, due to faster population growth than the rate of poverty reduction, the number of poor actually increased in some ADF-only DMCs [by 1% in Nepal; by 9% in Timor-Leste; and 8% in Lao PDR].
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Asia remains the home to two-
thirds of the world's poor
(2008, $1.25)
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Presenter
Presentation Notes
Overall, at the $1.25-a-day poverty line, developing Asia accounted for 63% of the world’s poor, Sub-Saharan Africa 33%, and the rest of the world 4%. Therefore, Asia remains the home to two-thirds of the world’s poor. 



Asian Development Bank

Developing Asia’s Changing 
Demographics

Presenter
Presentation Notes
The theme chapter of this year’s ADO is Preparing for Demographic Transition.Developing Asia’s demographic shift toward older populations will have significant ramifications for the region’s economic growth and old age support.This chapter explores those ramifications, and the region’s policy options for preparing for demographic change.
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Developing Asia is aging…
but home to demographic diversity

Old-age dependency ratio
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Presenter
Presentation Notes
This figure shows the projected path of old-age dependency ratio, or the ratio of the population aged 65 and above to the population aged 15 to 64, from now up to 2050.We can see that the old-age dependency ratio rises for all six Asian countries. This suggests that the region as a whole is in the middle of a demographic transition toward older populations.At the same time, the figure shows that there is a great deal of demographic diversity in developing Asia.Broadly speaking, there are three different demographic groups of countries.Countries like Korea and Singapore are at an advanced stage of the demographic transition, and coping with population aging is an urgent issue.At the other end, countries like India and the Philippines are at a very early stage of the demographic transition, and they still have relatively young populations.Finally, countries like China and Thailand are in the middle stage of the demographic transition. Population aging is under way in those countries.
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Young populations gave the region a 
growth dividend in the past…

Contribution to the annual growth rate per capita GDP, 1981-2010
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Presenter
Presentation Notes
This chart and the next shows the demographic dividend, or more precisely the contribution of demographic factors on average annual output growth, for developing Asia as a whole and 4 major Asian economies.The chart compares the recent past – that is, 1981-2010 – with the medium-term future.For the region as a whole, the demographic dividend has declined visibly – from close to 1 percentage point per year in the past to a little more than 0.5% in the future. [Turning to the next slide]
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…but some countries now face a 
demographic tax

Contribution to the annual growth rate per capita GDP, 2011-2030
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Presenter
Presentation Notes
The demographic dividend is expected to turn into a demographic tax in countries such as the PRC and Korea.  The tax will be quite sizable in Korea and even more so in Hong Kong, China, and Singapore where it will exceed one percent.At the same time, we should keep in mind that Asia’s younger countries, such as India and the Philippines, will continue to reap a demographic dividend in the years ahead if appropriate policies are put in place.
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Family support is declining in Asia, but 
public transfers are underdeveloped

Support system for people ages 65 and above, selected economies
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Our analysis of old age support in developing Asia, shown in the chart, yields a number of interesting findings.Relative to the advanced economies and Latin America, family support or private transfers, shown in blue, still plays a significant role in old age support in many Asian countries. However, family support to the elderly is being eroded due to urbanization, industrialization, and social and cultural changes.Savings, shown in green, contribute significantly to the economic security of the elderly  throughout the region.What is perhaps most striking about developing Asia’s old age support is the low reliance on public transfers , shown in red. Public transfers play a noticeably larger role in Europe, US, and Latin America.This suggests that the government will have to play a greater role in the economic security of the elderly in the coming years, especially since family support is declining.
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Younger countries must:
 capitalize on their demographic dividend, which is 

neither automatic nor guaranteed;
 create more jobs and training

Older countries must:
 pursue structural reforms to offset the decline of 

demographic dividend;
 use their large and growing pool of retirement savings to 

develop the financial market

Countries’ response depends on their 
stage in the demographic transitions…
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Presentation Notes
Developing Asia’s demographic diversity means that there is no one-size-fits-all policy response to the demographic transition.In the younger countries, the immediate priority is to take advantage of the large working-age populations by investing in basic education and creating more flexible markets. Capturing the demographic dividend  requires a conducive policy and institutional environment.The older countries, on the other hand, must pursue structural reforms such as financial market development and education reform which enables them to achieve higher productivity growth. They can also re-train older workers and create a more conducive working environment for older workers.In this regard, the experiences of East and Southeast Asian countries, which were able to cash in on their dividend, offer valuable lessons for the region’s younger countries.
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Both groups of countries must begin to lay 
the foundation for fiscally sustainable old-
age economic security systems
Heterogeneity provides the base for 
potentially large gains from regional 
cooperation and integration (migration)

… but there are also common actions
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Presentation Notes
In both younger and older countries , the government will have to play a larger role in old age support in the future. This means strengthening or building national pension systems, health care systems, and social security systems.Asian countries should carefully safeguard their fiscal sustainability even as they increase their public transfers. The experiences of some advanced economies serve as a stark warning of the dire consequences of failing to do so.
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Key Messages
Developing Asia will continue steady growth of 7.5% in 2011 and 
2012 if industrial economies do not fall into double dip
Inflation is still a continuing concern and will be higher than 
expected at 5.8% in 2011
Asia’s strong growth masks heterogeneity in the region in 
poverty and inequality reduction
To adjust to the sluggish global economy, Asia needs to 
accelerate structural reforms for promoting rebalancing and 
price stability
Developing Asia must prepare for demographic transitions over 
the medium term
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Presentation Notes
In summary, let me reiterate the key messages of my presentation:Uncertainties in the global economy are growing and the slowdown of industrial economies will definitely moderate Asia’s growth in the second half of this year and beyond.But we expect developing  Asia to continue its steady growth and to record rates of 7.5% in 2011 and 2012, a slight downward adjustment from our March forecasts of 7.8% and 7.7% respectively. However, inflation is a continuing concern. Due to rising commodity inflation, price increases in the region were a lot higher than we expected, and we revise our inflation forecast upward from 5.3% to 5.8% in 2011. [We keep our inflation forecast for 2012 at 4.6%.]Behind Asia’s strong growth is rising inequality in income and  non-income indicators.To compensate for the moderation of growth in industrial countries, Asia has to press forward with structural reform in cultivating domestic demand, promoting price stability, and fostering inclusive growth.One of the important structural reforms that Asian policy makers need to prepare for is demographic transition, which is the topic of our theme chapter this year.
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