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An Overview of the Global Economy

Global activity is expected to improve further in 2014�15.

Global growth is projected to strengthen from 3 percent in
2013 to 3.6 percent in 2014 and 3.9 percent in 2015.

Growth rate in Advanced Economies is expected to increase to
about 2.3 percent in 2014�15, an improvement of about 1
percentage point compared with 2013.
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An Overview of the Global Economy

Activity in emerging market economies has remained weak in a
less favorable external environment.

Higher �nancial volatility in late January highlights the
challenges for EMEs posed by the changing external
environment.
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Monetary Conditions

Monetary conditions have stayed mostly supportive in

advanced economies.

United States: policy rate is expected to increase in the second
half of 2015.

Euro area and Japan: markets continue to expect a prolonged
period of low interest rates and supportive monetary policy.
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Monetary Conditions

Monetary conditions have tightened in many emerging market
economies, re�ecting changes in external funding, but also policy
rate increases in some economies (including Brazil, Indonesia,
South Africa, and Turkey).

Fact

Despite some retrenchment in capital in�ows since the Federal

Reserve's surprise tapering announcement in May 2013,

developments to date do not portend a sustained reversal of capital

�ows.
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Types of Forecasting Methods

Fact

Some institutions favor a forecasting approach that is structured

explicitly within a model framework. Others place much greater

emphasis upon the judgments of sector experts and the experience

of policy advisers.
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Qualitative Methods.

Example

Panel Consensus

De�nition

Forecasts are obtained from
the synergy of a panel of
experts in the area.
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Quantitative Methods

De�nition

Time-series forecasting is the use of a model to predict future
values based on previously observed values.

Model Features

1 Historical data

2 Prior treatment (missing data, outliers, behavioral
examinations. . . etc)
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Time-Series Forecasting

Examples

1 ARIMA Models

2 Structural Models

3 Input-Output Macroeconometric Model

4 State-Space Models

5 DSGE Models
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Key issues in forecasting...

Usually forecasting is based on the assumption that the past
predicts the future!

But history is not always a perfect predictor of the future.
Right?

Example

The black swan theory
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Motivation

Motivation

1 Forecasts are at the heart of policy making.

2 Forecasting is a tool used for predicting future outcomes based
on past information.

3 SAMA sta� can use forecasts' outcomes to carry out research
in various topics.
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SAMA Forecasting Approaches
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SAMA'S MACROECONOMETRIC MODEL

The model is simultaneous and dynamic in nature.

The main sectors of the economy have been inter-linked via
instantaneous (and lagged) feedback mechanism.

The model solves for the values of all endogenous variables
simultaneously.
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The SAMA-MEM contains 81 equations divided into 5 blocks;

31 of them are behavioral and the remaining 50 are identities
and de�nitions;

There are 31 exogenous variables;

33 lagged or pre-determined variables making the model
reasonably dynamic;

Only 4 out of the 81 equations are recursive supporting the
premise that the model is highly interlinked or simultaneous in
character.
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Data Sources/Frequency

SAMA

Ministry of Petroleum/OPEC

Central Department of Statistics and Information

Other local/international sources

Frequency: Annual, quarterly, & monthly.
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Communications Sector Insights

1 The contribution of communication activity in GDP has
increased signi�cantly due to the growth in capital
investments, and expansion of communications networks.

2 According to Communications and Information Technology
Commission (CITC), the telecommunications sector's
contribution is estimated at about 8% of non-oil GDP and
2.8% of the total GDP.

3 In addition, statistics indicate that increasing the
telecommunications services by 10 % on average leads to a
real growth up to 1.3% of GDP.
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