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Implications

• Slower potential output growth
• Lower capital intensity
• Higher NAIRU
• Debt spiral or fiscal consolidation?
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IMF, WEO, Oct. ’09, Chapter 4





What Policies Are Associated 
w/Small Declines?

• Aggressive macroeconomic support at the 
time of the crisis start

• Structural adjustment:
- domestic financial reform, 
- capital account and trade liberalization
- structural fiscal reform
• Lower global short term interest rates


